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The Securitization Trusts identified on Exhibit “A” (“Trusts™), by and through their loan
servicer Ocwen Loan Servicing, LLC, by and through its counsel, Dykema, respectfully submit
this Objection and Response to the Plan Of Rehabilitation For Triad Guaranty Insurance

Corporation (“Plan™).

I Introduction And Summary Of Issues

The Trusts have an enormous stake in the Triad Guaranty Insurance Corporation
(“Iriad”) Rehabilitation. Their interests arise out of approximately 29,000 mortgage loans
(“Loans”) that were originated and underwritten by a non-party called American Home
Mortgage (“AHM™)." Between 2004 and 2007, the Loans individually were insured by
Certificates issued by Triad pursuant to a series of master mortgage insurance policies between

Triad and AHM (“Master Policies”). AHM subsequently packaged these Loans together and

sold them to members of the secondary mortgage market. Many of these Loans were sold to the
Trusts, who thereafter became the Policyholders on the individual Certificates. The Trusts
collectively utilize one mortgage servicing company to handle the day-to-day servicing of the
former AHM mortgage loans and, where necessary, to submit claims and interact with Triad in
connection with insurance policies.” Therefore, the Trusts have a common interest in this matter

and millions of dollars at stake.

' AHM refers collectively to American Home Mortgage Holdings, Inc., American Home
Mortgage Investment Corp., AHM SV, Inc. (f/k/a American Home Mortgage Servicing, Inc.),
and American Home Mortgage Corp. (now in jointly administered bankruptcy proceedings
pending in the United States Bankruptcy Court for District of Delaware under Case No. 07-
11047).

% The mortgage servicer for the Trusts’ loans is Ocwen Loan Servicing, LLC.
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The Trusts appreciate the Rehabilitator’s efforts in developing the Plan, believe that
certain aspects of it are constructive and represent a positive change from the starus quo, but

nonetheless have a few important objections and concerns as set forth below.

First, the Plan purports to allow Triad to continue to rescind an insurance policy without
first returning in full the premium that Triad collected. Rather, Return of Premium amounts are
classified as general assets of the Estate and their disbursement is subject to the distribution
framework in the Plan. The issue, however, is that returning a premium in full is a condition
precedent to an effective rescission. The concepts of “rescinding” a policy while nonetheless
keeping a portion of the premium are mutually inconsistent. The Plan in its current form thus
conflicts with settled law and the Plan should be revised to confirm that Triad in Rehabilitation

must tender back the full premium in cash in order to effectuate a rescission.

Second, the Plan contains Claims Procedures (Part III) that are inconsistent with the
claims procedures in the Master Policies and Triad’s written guidelines. The proposed changes
are unnecessary and will create confusion and uncertainty. The Claims Procedures should be

stricken from the Plan.

Third, the Plan would only pay out interest payments (“Carrying Charges™) owed to

Policyholders on Deferred Payment Obligations (“DPQOs™) at the general creditor level instead of
the policyholder level, and defers disbursement of such monies until principal payments on other
claims have been satisfied. The Rehabilitator’s Petition and Memorandum do not explain why
these amounts, which are specific and knowable debts to Policyholders, should be paid from
monies allocated among all general creditors. Nor do the papers proffer an analysis of the

impact to the Estate if such payments were paid at the same time as other such policyholder
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disbursements. Therefore, the Trusts are concerned about this aspect of the Plan but need to

understand the Rehabilitator’s rationale for this proposal before they can take a position.

Fourth, the Trusts seek confirmation that payment of a particular classification of
Covered Claim, i.e., approximately $140 million in previously allowed claim amounts that Triad
held into escrow pending litigation between it and AHM, will be paid at the 75/25 cash/DPO
split set forth in the Plan. This is a $20 million issue, but one that could be resolved by the

Rehabilitator through written confirmation.,

Finally, the Trusts seek further clarification as to the Rehabilitator’s plans for resolving
disputed claims. Given the volume of preexisting claims denied by Triad, and concerns of
ongoing denials, there needs to be a robust and clear process for handling such disputes. As is,

the Plan provides little guidance and few details of what policyholders can expect.

Each of these issues is discussed in more detail below. The Trusts also reserve all rights

to evaluate and join in any objections or comments proffered by other stakeholders in this matter.

II. Standard Of Review

The Plan submitted by the Rehabilitator must be in the best interest of the policyholders,
creditors, and the company. 215 ILCS 5/192(4). “[T]he underlying purpose of Article XIII of
the Insurance Code . . . is the ‘protection of individual policyholders and other claimants without
permitting certain classes of creditors to place themselves in a superior position.” In re
Liquidations of Coronet Ins. Co., 298 Ill. App. 3d 411, 418, 698 N.E.2d 598, 603 (1st Dist.
1998), quoting Lincoln Towers Ins. Agency, Inc. v. Boozell, 291 1Il. App. 3d 965, 970, 684
N.E.2d 900 (Ist Dist. 1997). Thus, the Rehabilitator’s Plan shall not treat one group of

policyholders differently than another.



The Rehabilitator does not have unlimited discretion for determining what is in the best
interest of the policyholders, creditors, and the company. Nor does the Rehabilitator’s Plan carry
any force and effect at its inception. Rather, the Rehabilitator is limited to provisions that are
both “necessary and advisable” and must seek Court approval of the Plan. 215 ILCS 5/192(4).
Article XIII of the Insurance Code places the duty and therefore burden on the Rehabilitator to

demonstrate to the Court that the plan should be approved. /4.

III.  The Trusts’ Objections And Concerns

A. The Plan Purports To Vest Triad With Novel Legal Rights Regarding
Rescission Of Policies.

The first issue concerns premiums that are owed to Policyholders in the event Triad
decides to rescind an insurance policy. The Rehabilitator is seeking permission to retain the right
to rescind policies withour having to satisfy the condition precedent of fully refunding the

premiums back to the policyholder.

On the one hand, there is no dispute that the premium is owed to a Policyholder
following a rescission. The Plan expressly acknowledges the obligation in that it defines these
payment obligations as “Return of Premium” amounts (see Plan, §1.10), that are among the
categories of “Covered Claims” eligible for payments from the estate. Id., at §1.03(c) and (d).
As Covered Claims, the Rehabilitator would pay Return of Premium amounts pursuant to the
same allocation plan as other claims. Under Section 2.05(a), the Rehabilitator will pay Covered
Claims “at the rate of seventy-five percent (75%) of the amount due,” with the remaining twenty-

five percent (25%) booked as a Deferred Payment Obligation (“DPO”). Id., at §2.05(c).

The problem lies in how the Rehabilitator intends to satisfy the obligation to fully refund

the premiums.



The net result of the Plan is that the Rehabilitator will retain the right to rescind policies
without having to tender all of the premiums back to the policyholders in cash. This is
inconsistent with settled law regarding rescission of contracts. Illinois courts follow the general
principle that rescission requires a return to the status quo, which necessarily entails a return of
any consideration paid or benefits received. See Puskar v. Hughes, 179 Ill. App. 3d 522, 528-29,
533 N.E.2d 962, 967 (2nd Dist. 1989) (“Restoration of the status quo 1initially requires return of
any property or other consideration that has passed to the rescinding party under the contract . . .
and also generally requires the rescinding party to account for any benefits received from the
other party under the contract.”); see also Berger v. Manhatian Life Ins. Co., 805 F.Supp. 1097
(S.D.N.Y 1992) (“where an insurer seeks to rescind a policy, “equity requires that the insurance
company tender back the premium prior to trial . . . .”; La Rocca v. John Hancock Mutual Life
Ins. Co., 286 N.Y. 233, 238, 36 N.E.2d 126 (1941) (when a contract of insurance has been
rescinded, “the law implies an obligation on the part of the insurer to refund the consideration to
the insured”).’ Clearly, the Plan does not return a Policyholder to the starus quo upon the
Rehabilitator’s rescission of a given policy. Receiving 75% of what is owed in cash and then an
“IOU” for the balance does not place the Policyholder in the same position it was before the

insurer issued the policy in the first place.

Perhaps anticipating this issue and objection, the Rehabilitator states in the Plan that
payment of 75% in cash and 25% as a DPO “shall together constitute payment in full by Triad” ’

Id. at §2.05(g). Yet, the Rehabilitator does not address or provide support in his Petition for this

? Insofar as a rescission decision is based on the conduct of AHM, then a choice of law analysis
might necessitate applying the law of the state with the most contacts. New York was AHM’s
principal place of business and thus New York law could apply to certain issues. As a practical
matter, however, on the threshold point of return of premium, no conflict of law likely exists.
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contention. Merely saying that it has “paid in full” does not make it so, and the reality is that a
DPO is not cash. A DPO is merely a promise to pay in the future, on the assumption that assets

will eventually exist to do so.

The Rehabilitator also might argue that the Illinois Insurance Code requires Triad to pay
the Return of Premium amounts under this 75/25 framework on the premise that (i) estate assets
must be distributed according to the statutory priority scheme set forth in Section 205, (i1) the
only appropriate classification is the Policyholder level in Section 205(d), and (iii) in order to
treat all Policyholders the same, all disbursements at this level must be at the 75/25 cash/DPO
split. See e.g., In the Matter of Conservation of Alpine Ins. Co., 318 111 App. 3d 457, 741 N.E.2d
663 (1st Dist. 2000) (finding that the priority distribution scheme in Section 205 applies to
rehabilitations as well as to liquidations, and rej’ecting a request to create sub-classifications
within a priority level that treated policyholders differently).

But the distribution framework in Section 205 applies only to the distribution of “general

3

assets,” and the argument above begs the question of whether the Return Premium amounts,
when tendered to a policyholder as a condition to effectuate a rescission, even count as a
distribution at all, or that the amounts tendered are “general assets” of the estate in the first place.
See 215 ILCS 5/205(1). Logically, a rescission returns parties to the sratus guo and, in our
context, this means that a rescission legally may occur only if the monies are relinquished in

full® The Rehabilitator has not satisfied his burden of explaining why Return of Premium

amounts must be distributed as assets under the framework in section 205.

* Premiums returned to effectuate a rescission are different from “unearned premiums” in the

wake of a cancellation of a policy. The Proposed Plan notes the distinction, defining “Unearned

Premiums” as “[t]hat portion of the premium on a Certificate of Insurance that has not been

carned by Triad.” Proposed Plan, §1.13. In the case of “Unearned Premiums,” there would have
6



Even assuming the Return of Premium amounts are “general assets” of the estate subject
to the distribution framework in Section 205, then the amounts should be classified as “costs and
expenses of administration” of the estate and afforded level (a) priority. See 215 ILCS
5/205(1)(a). This makes sense; if rescinding a particular policy is legally justified and serves a
business purpose that is intended to benefit the overall estate, then the “cost” of doing so, i.e., the
return of premium, should be deemed an expense of the estate. The Rehabilitator cannot rescind
a policy without incurring this “cost” and so logically its payment should be given a different
priority classification than a “claim” for benefits by a policyholder. And in this respect,
returning the premium in full as a condition precedent to rescission does not grant “preferential
treatment of creditors,” which underlies the policy behind the priority scheme in Section 205. In

the Matter of Conservation of Alpine Ins. Co., 318 Ill. App. 3d at 460.

The concern about return of premiums is a significant one given Triad’s history of
attempting to effectuate rescissions of policiés. Triad itself has admitted to an astonishing past
practice of rescinding claims. In 2009 litigation between Triad and AHM (which has since been
dismissed) Triad stated that the rescission rate “increased rapidly from traditional levels of less
than 5% to over 75%.” See Exhibit “B”, 19, Amended Complaint (without exhibits), filed by
Triad in In re American Home Mortgage Holdings, Inc., Case No. 07-1 1047, Adv. Proc. No. 09-
52193 (Bankr. D. Del) (200) (emphasis added). Given this rate of rescission, there are and will
be thousands of individual claims at issue. See Plan, §4.04 (“. . . certain of Triad’s Policyholders

had pending appeals of Triad’s decision to rescind its Certificate of Insurance”). Consequently,

been a period of time when the policy legally was in place and for that time both parties had the
benefit of the bargain, such that Triad appropriately would have held title to the premium
amount. Upon cancellation, the “unearned” portion of premium for the period of time following
cancellation is returned.

7



the Trusts reasonably are concerned that the trend of rescissions will continue (however
misguided) and therefore, the Plan must address the Return of Premium issue in a manner
consistent with settled law, not Triad’s historic past practice. In sum, Triad in Rehabilitation
may not have it both ways; it may not continue to “rescind” policies as Triad did, while
simultaneously holding a portion of premiums in the estate for potential future treatment at the

policyholder distribution level.

B. The Claims Procedures In The Plan Are Not “Necessary And Advisable.”

The next issue concerns the process by which Policyholders, through their servicing
entities, will be required to interact with Triad to submit and support claims on insurance

policies. See Plan, Part I1I.

The Master Policies set forth a framework for submitting claims under which Triad and
the Policyholders have operated for several years. See Master Policy Exemplar, Exhibit “C”.
Further, Triad has published a deta.iled, 69-page “Default & Claims Servicing Guide”
(“Servicing Guide”) that provides guidance regarding the Master Policy, including default

reporting, loss mitigation, foreclosure, and claims. See Servicing Guide, Exhibit “D”.

Part III of the Plan also contains Claim Procedures (“Claim Procedures”). Although
Section 3.01 states that the Claim Procedures are “[i]n accordance with the provisions set forth in
the applicable mortgage guaranty insurance policies,” and the Claim Procedures ostensibly
attempt to summarize some of the provisions of the Master Policy, there are differences between

the Claims Procedures and the Master Policy that are either confusing or outright conflicting.

The Trusts acknowledge that the Rehabilitator has authority to propose changes to the

status quo in claims procedures if necessary and for the best interests of the policyholders. But
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the Rehabilitator’s Petition and Memorandum do not explain why the Claims Procedures differ
from the Master Policy, nor do they explain why the Claims Procedures are necessary or in the
best interests of the policyholders. Given the lack of an explanation for a need to alter the claims
procedures set forth in the Master Policy, as supplemented by the Servicing Guide, there is no

reason or basis for the Court to approve the Claim Procedures set forth in the Plan.

Moreover, the Plan’s Claims Procedures risk causing confusion that will lead to more

inefficiencies. Examples are set forth below.

1. Loss mitigation procedures

An example of inconsistency in the Plan is in the area of loss mitigation. The Master
Policy and Servicing Guidelines set forth a procedure for mitigating Triad’s exposure. The

Master Policy states as follows:

The Insured shall actively cooperate with the Company to prevent

and mitigate the Loss and to assist the Company in the Company’s

attempts to prevent and mitigate the Loss, including but not limited

to good faith efforts to effectuate the early disposition of the

property. The Company will administer the Policy in good faith.
Master Policy, Section IV.F.1.

The Servicing Guide contains nine pages of guidelines for mitigating Triad’s exposure.
Ex. “D”, pp. 17-25. The Servicing Guide explains what information the Insured should obtuin
from a delinquent borrower to determine the borrower’s financial situation; provides guidance
for entering into repayment plans, forbearance plans, and loan modifications; explains that an
Insured can request a partial claim advance in certain situations; and discusses mitigation by sale

of the property to third parties, short sales, and deeds in lieu of foreclosure.



In contrast, the Claim Procedures set forth a different and much less descriptive

procedure for loss mitigation. Section 3.01(c) of the Plan states as follows:

LOAN WORKOUTS. The Policyholder is responsible for making
every reasonable effort to work with Triad to mitigate losses or
prevent a foreclosure. This is inclusive of repayment plans, loan
modifications, loan assumptions, short sales, deeds-in-lieu,
effectuating an early disposition of the property, and exercising an
assignment of rents if applicable.

There is no good reason to superimpose t.his vague language over the detailed procedures
set forth in the Master Policy and Servicing Guide. It would cause confusion to the existing
process for no apparent reason. Nor is there any reason to subject the Insureds to a new but
undefined standard of “making every reasonable effort” regarding loss mitigation. The Master
Policy already requires the Insureds to “actively cooperate with the Company to prevent and
mitigate the Loss and to assist the Company in the Company’s attempts to prevent and mitigate
the Loss, including but not limited to good faith efforts to effectuate the early disposition of the
property.” Given Triad’s financial condition, it is reasonable to assume that the Insureds will

work diligently to mitigate all losses.

2. Foreclosure

The Plan’s provisions regarding foreclosure are inconsistent with the loss mitigation
provisions. For example, Section 3.01(g) provides: “It is the lender’s responsibility to acquire
borrower’s title to the mortgaged property in order to file a claim for loss.”  Plan,
§3.01(g) (emphasis added). But “acquir[ing] the borrower’s title” is inconsistent with the loss
mitigation options of a short sale to the borrower and a loan assumption by a third party, each of
which is listed in Section 3.01(c) of the Plan, and more specifically detailed in the Servicing

Guide (see Ex. “D”, pp. 22-23), as required options to be considered before a foreclosure.
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Neither of these loss mitigation options results in the Insured “acquir[ing] the borrower’s title.”
The Plan’s requirement “to acquire borrower’s title” also ignores that a third party occasionally
purchases the property at a foreclosure sale. The Master Policy insurés these losses, and both the
Master Policy and Plan specifically contemplate the filing of claims following “the disposition of
the Property to a third party at a foreclosure sale” and “the early disposition of the Property to a
third party with the Company’s approval . . . .” See, e.g., Master Policy, §V.A.2-3; Plan,
§3.01(g). Presumably, the Rehabilitator does not intend to preclude claims if one of these
preferred loss mitigation options is implemented and the Insured does not foreclose and obtain
title to the property. This internal inconsistency demonstrates why the Plan should simply

incorporate the claims procedures in the Master Policy.

3. Additionally, clarification is needed on several issues.

Because of the potential for confusion caused by the Plan’s Claim Procedures, the Trusts

seek clarification on several items.

First, the Trusts seek clarification that, to the extent that the Claims Procedures do not
alter or address a provision of the Master Policy, the Master Policy controls. For example, the
Claims Procedures and Master Policy address the Insured’s obligation to provide the Company
with written notice of a borrower’s default within certain time frames. See Claim Procedures,
§3.01(a); Master Policy, §IV.A. The Master Policy also contains a “savings clause” stating that
failure to provide timely notice of default is not a basis for denying a claim unless the Company

is materially prejudiced by the failure, or notice is not given within 12 months:

The Company shall not deny a claim by reason of the Insured’s
failure to provide timely notice as provided above unless the
Company is materially prejudiced by such failure or written notice
is not given to the Company within twelve (12) months after such

11



notice became untimely. In the event the Company pays a claim as
to which notice was not given timely, all Loan Interest accruing
during the period of lateness shall be excluded from the calculation
of Loss.

Master Policy, §IV.A.3.

Because the Claims Procedure does not express any intent to alter this savings clause, the

Trusts understand that this savings clause would remain in force following approval of the Plan.

Second, the Trusts also seek to confirm that the Plan does not alter the standard for
“Incontestability.” The Master Policy provides that “the Company agrees not to reject or deny a
claim for benefits under this Policy by reason of fraud, negligence, omission, error, or
misrepresentation in the application for coverage of a Loan” if there is no proof that the Insured
and Company, among others, had knowledge of the alleged fraud “within twelve (12) months
after the Effective Date of coverage with respect to the Loan,” and “[t]he Borrower has made
twelve (12) consecutive regularly scheduled loan payments prior to the date the Loan went into
Default . . . .” Master Policy, §VLK. Because the Plan does not alter or even address this
standard, the Trusts understand that it will continue to apply following approval of the Plan.
Given the large volume of claim denials and rescissions by Triad, it is important to the Trusts to

confirm that the “Incontestability” provisions of the Master Policy will continue to control.

Third, the Plan’s language regarding claim submission states that a “claim for loss must
be submitted to Triad no later than 60 days following the first event to occur: the foreclosure
sale and/or expiration of redemption rights . . . .> Plan, §3.01(g) (emphasis added). The
“and/or” language appears to be included in error. Followiﬁg a foreclosure sale in many states, a
borrower has a right to redeem, or buy back, the property for a period of time. The “expiration

of redemption rights,” therefore, could not occur before the foreclosure sale. The “or” should be
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omitted to make the Plan consistent with the Master Policy, which states in part that a claim
should be filed no later than 60 days following “[t]he acquisition by the Insured of the
Borrower’s Title to the Property and the expiration of any redemption rights.” Master Policy,

§V.A.1 (emphasis added).

Fourth, Section 3.01(g), noted above regarding the “acqui[sition] of title,” states that “[i]t
is the lender’s responsibility to acquire the borrower’s title to the mortgaged property in order to
file a claim for loss.” Plan, §3.01(g) (emphasis added). The reference to the “lender” is
puzzling, given that the originating lender often sells the loan immediately after origination.
Other provisions of the Plan refer to the “Policyholder,” and the Master Policy refers to the
“Insured.” One of these should be substituted for “lender” if the language of Section 3.01(g) is

not stricken altogether.

Fifth, Section 3.01(f) of the Plan states that “Triad utilizes due diligence time frames
during the processing of the claim.” Plan, §3.01(f). The Plan goes on to refer to “[floreclosure
time frames [that] may be found in Triad’s” Servicing Guide. Id. It is not clear whether the “due
diligence time frames™ referenced in Section 3.01(f) are the “foreclosure time frames” listed in
the Servicing Guide. The Court should require clearly defined standards to which the Insureds

will be held.

For all of the foregoing reasons, the “Claim Procedures” should be stricken and Plan

should be amended to provide that all claims procedures as set forth in the Master Policy control.
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C. The Rehabilitator’s Petition Does Not Explain The Rationale For Relegating
Interest Amounts Owed To Policyholders To The “General Creditor”
Priority Level
The third issue is the Plan’s treatment of “Carrying Charges,” which are defined as
“[i]nterest owed to Policyholders on Deferred Payment Obligations, pursuant to the Director’s
Amended Corrective Order No. 1-2009.” See Plan, §1.01. As the Court may be aware, prior to
the Order of Rehabilitation, Triad was operating under a Corrective Order that, among other
things, had Triad “paying” allowed claims at 60% in cash and 40% as a DPO. In connection
with this arrangement, Triad became obligated to pay Policyholders interest on the DPO
amounts, i.e., “Carrying Charges.” These debts were tracked and booked by Policyholder; Triad
sent quarterly reports to Policyholders (usually through their designated loan servicing agents)
that detailed the payment split and the amount of interest. Attached as Exhibit “E” is an
exemplar cover email (minus the attachments) from Triad that typifies this reporting. Triad
promised that, although the Carrying Charges would not compound, the amounts would “equal

the annualized investment portfolio yield for the immediately preceding calendar quarter.” See

id. The Carrying Charges are specific, knowable amounts due to individual Policyholders.

Despite this, the Plan (i) relegates claims for Carrying Charges to “general creditor” level
status pursuant to Section 205(1)(g) and, consequently, (ii) precludes payment of such amounts
“unless and until all policyholder priority level claims” are paid by cash in full. Plan, §2.05(c).
This raises two potential concerns. First, the Rehabilitator’s Petition does not explain the
rationale for paying Carrying Charges at the general creditor level. Carrying Charges are
amounts owed directly to Policyholders as a quid pro quo for the DPOs. Second, the
Rehabilitator does not give an analysis of the impact to the estate if Triad were to pay Carrying

Charges now, and on a going-forward basis.
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Presumably, the Rehabilitator is concerned about having sufficient funds overall to cover
principal payments and with the impact of paying interest to certain claimants in the near term
versus being able to satisfying claims in the future for others. This very well could be a
legitimate concern, but the Plan and the Rehabilitator’s Petition do not give stakeholders a
framework upon which to evaluate that impact for themselves. The Rehabilitator should provide
an analysis and rationale as to the impact of paying Carrying Charges to Policyholders on a
going-forward basis and at the Policyholder level instead: of the existing Plan. Without that,
stakeholders cannot effectively comment or address the fairness of this particular aspect of the

Plan and therefore reserve all rights to comment further.’

D. The Rehabilitator Should Confirm That It Will Pay A Specific Accrued
“Covered Claim” At The Same 75/25 Split As Other Covered Claims.

When Triad was in litigation with AHM during 2009-2012 (see II(A), supra), Triad
continued to process some claims arising out of the AHM originated loans but, when it allowed a
claim, it would put the monies into escrow instead of paying it to the current Policyholders.°
That litigation has been resolved and the Rehabilitator correctly recognizes that the monies must
be disbursed. According to the Plan, the amount owed is $140,271,544. See Plan, §1.03(e). As
a “Covered Claim,” this accrued obligation should be paid at the same 75/25 split as any other

claim. This means that upon adoption of a Plan, the Rehabilitator should disburse approximately

> The financial assumptions and forecasts that support the Petition for the Plan raise a number of
questions as well. By way of example, the Affidavit of Robert Ogburn addresses the premium
income portion of the forecast. See Ogburn Affidavit, Ex. 1 to the Memorandum in Support of
the Petition. A number of implicit assumptions are contained within the summary information,
including forecasted default and cure rates which, without further explanation or support, makes
any meaningful analysis of the forecasts difficult. The Trusts reserve all rights to comment
further if and when additional information about the assumptions that underlie the Rehabilitator’s
forecasts are disclosed.

¢ Given that AHM had no interest in the proceeds because it was no longer the policyholder for
such loans, Triad never should have deferred payment at all. The Trusts intervened in the
Triad/AHM litigation to make this point and to protect their interests.
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$105 million in cash, and convert the balance to DPOs. The Plan on its face is clear enough in

this regard.

The Trusts” concern on this point arises out of comments in Affidavits attached to the
Rehabilitator’s Memorandum. The Affidavit of Kenneth S. Dwyer notes in paragraph 9 that
“$84 million in cash payments [will be made] on claims that were escrowed pending settlement
of a lawsuit.” See Dwyer Affidavit, 99, Ex. 3 to the Rehabilitator’s Memorandum. Likewise, the
Affidavit of Leo C. Garrity, Jr. also refers to paying “$84 million” in the sixth bullet point in
paragraph 20. See Garrity Affidavit, 920, Ex. 20 to the Rehabilitator’'s Memorandum. Both
individuals presumably are referring to the Triad/AHM litigation. The problem is that the “$84
million” cash payment figure they quote correlates to paying only sixty percent (60%) of the
$140 million currently owed (.6 x 140 = 84). The sixty-percent cash level is, of course, the
amount that Triad had been paying on allowed claims pursuant to the Corrective Order, but the
Plan changes the ratio to seventy-five percent (75%). The Trﬁsts reasonably believe that the
comments in the Affidavits are reflective of evaluating the finances and obligation of Triad ar
present, and that the Rehabilitator going forward fully intends to pay 75% of the $140 million in
cash, not 60%. But, we would appreciate confirmation. Otherwise, the Trusts will object to any
proposal that pays the $140 million under a lower framework than received by other

policyholders.

E. Development Of More Robust Dispute Procedures Will Be Needed.

As noted above, due to Triad’s extraordinary practice of denying claims and efforts to
rescind policies at a rate of approximately 75%, there will be an enormous number of disputed
claims that may have to be litigated in this matter. The Plan provides that disputes will be

“adjudicated pursuant to the procedures set forth in 215 ILCS 5/209(11)” of the Illinois
16



Insurance Code. See Plan, §3.02. Section 209(11), in turn, states that following the denial of a
claim, the claimant may submit “written objections” to the Director, and that the Director shall
“petition the court for a hearing as soon as practicable.” Id. at §209(11)(a) and (b). Aside from
the directive that the parties must “petition the Court,” this section gives no details or guidance
on what procedures should be followed. This issue might be relatively unimportant if
rehabilitation was likely to generate a handful of disputes, but in this case there are thousands of
individual “rescission” decisions that may need to be litigated. ~ The Trusts, therefore,
respectfully suggest that, either now or in the near future, the Rehabilitator promulgate detailed

dispute resolution procedures for comment and then for the Court’s consideration.

IV. Conclusion

For all of the foregoing reasons, the Trusts respectfully that the Plan be denied and/or
altered in part as identified above, and that the Rehabilitator provide additional clarity and

confirmation as to other issues addressed in this pleading.

DYKEMA GOSSETT PLLC

By: W 7 W%&WM

Todd Gale (6229288)

Dawn N. Williams (6308222)

10 South Wacker Dr., Suite 2300
Chicago, IL. 60606

Telephone: (312) 627-2173 or 2147
Firm ID #42297

Benjamin W. Jeffers (Pro Hac Admission To Be Filed)
400 Renaissance Center

Detroit, MI 48243

Telephone: (313) 568-5340

Attorneys for Certain Securitization Trusts
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EXHIBIT A



Name ustee.

AHMIT 2007-1 Deutsche Bank National Trust Company
4009 AHMAT 2006-3 Citibank, N.A,
4011 AHMAT 2006-5 Deutsche Bank National Trust Company
4229 MASTR ARM Trust 2007-1 U.S. Bank National Association,
4010 AHM Assets Trust 2006-4 Citibank, N.A.
4029 AHMIT 2006-1 Deutsche Bank National Trust Company
4014 AHMAT 2007-2 Deutsche Bank National Trust Company
4007 AHMAT 2006-1 Deutsche Bank National Trust Company
4013 AHMAT 2007-1 Deutsche Bank National Trust Company
4356 SAMI 2006-ARS The Bank of New York Mellon
4209 HVMLT 2006-7 Deutsche Bank National Trust Company
4216 LUMINENT 2006-7 HSBC Bank USA, National Association
4017 AHMAT 2007-5 Deutsche Bank National Trust Company
4211 HVMLT 2007-5 Deutsche Bank National Trust Company
4012 AHMAT 2006-6 Deutsche Bank National Trust Company
4008 AHMAT 2006-2 Deutsche Bank National Trust Company
4030 AHMIT 2006-2 Deutsche Bank Trust Company Americas
4188 GSR 2006-0A1 Deutsche Bank National Trust Company
4031 AHMIT 2006-3 Deutsche Bank National Trust Company
4016 AHMAT 2007-4 Deutsche Bank National Trust Company
4227 MARM 2006-0A1 U.S. Bank National Association
4015 AHMAT 2007-3 Deutsche Bank National Trust Company
4033 AHMIT 2007-2 Deutsche Bank National Trust Company
4207 HVMLT 2006-14 Deutsche Bank National Trust Company
4026 AHMIT 2005-4A U.S. Bank National Association
4027 AHMIT 2005-4C U.S. Bank National Association
4210 HVMLT 2007-2 Deutsche Bank National Trust Company
4024 AHMIT 2005-2 Deutsche Bank National Trust Company
4422 AHMAT 2007-5D2 Deutsche Bank National Trust Company
4167 DBALT 2006-AB4 HSBC Bank USA, National Association
4023 AHMIT 2005-1 Deutsche Bank National Trust Company
4034 AHMIT 2007-A Deutsche Bank National Trust Company
4036 AHMIT 2007-SD1 Deutsche Bank National Trust Company
4142 BSABS 2006-AC3 U.S. Bank National Association
4173 DBALT 2007-1 HSBC Bank USA, National Association
4139 BAFC 2008-1 U.S. Bank National Association
4224 MALT 2006-2 The Bank of New York Mellon
3945 FHLMC S/S Federal Home Loan Mortgage Corporation
4165 DBALT 2006-AB2 HSBC Bank USA, National Association
4166 DBALT 2006-AB3 HSBC Bank USA, National Association
3256 CWALT 2004-24CB The Bank of New York Melion
3947 DOJ NON-DS! FKA COUNTRYWIDE Bank of America, National Association
3971 BANK OF AMERICA DOJ NON-DSI 111 Bank of America, National Association
4005 AHMAT 2005-1 Deutsche Bank National Trust Company
4172 DBALT 2006-AR6 HSBC Bank USA, National Association
4179 GSAA 2006-10 Deutsche Bank National Trust Company
4189 GSR 2007-0A1 Deutsche Bank National Trust Company
4212 HVMLT 2007-6 Deutsche Bank National Trust Company
2647 CSMC 2007 -NC1 OSI US Bank N.A
3136 GSAA 2007-2 Deutsche Bank National Trust Company,
3139 GS5SAA 2007-5 Deutsche Bank National Trust Company
3264 CWALT 2007-2 CB The Bank of New York Mellon
3363 RALt 2005-QS517 DEUTSCHE BANK TRUST COMPANY AMERICAS,
3555 GOLDMAN BULK PURCHASES Goldman Sachs Mortgage Company




3557
3796
3888
3966
3974
4006
4022
4028
4440
4445

MTGLQ
MSM 2007-11AR
FHLMC STANDARD SERVICING SAXON
BANK OF AMERICA DOJ NON-DSt 1l
BANK OF AMERICA DOJ NON-DS! IV
AHMAT 2005-2
AHMIT 2004-4
AHMIT 2005-SD1
INVESCO IV
MRF ILLINOIS ONE, LLC

MTGLQ Investors, L.P.

U.S. Bank Natlonal Association
Federal Home Loan Mortgage Corporation
Bank of America, National Association
Bank of America, National Association
Deutsche Bank National Trust Company
The Bank of New York Mellon
Deutsche Bank National Trust Company
RESI WHOLE LOAN {V LLC
MREF {llinois One, LLC



218T MORTGAGE CORPORATION 42617 TRIAD whole loan NIA

2187 MORTGAGE CORPORATION {42817 TRIAD whols foan NIA

ALLY BANK 50235 TRIAD whole loan NIA

ALLY BANK 50251 TRIAD whole toan NA

DEUTSCHE BANK NATIONAL TRUST]41861 TRIAD HVMLT 2006-SB1 Deutsche Bank Nat? Trust Co.

DEUTSCHE BANK NATIONAL TRUST41861 TRIAD HVMLT 2006-SB1 Dautsche Bank Nat/ Trust Co.

DEUTSCHE BANK NATIONAL TRUSTI41861 TRIAD HVMLT 2006-SB1 Deutsche Bank Nati Trust Co.

GMAC MORTGAGE 50150 TRIAD whole loan NI/A

GMAC MORTGAGE 50150 TRIAD whole foan N/A

GMAC MORTGAGE 50150 TRIAD whole loan NiA

GMAC MORTGAGE 50180 TRIAD whole loan N/A

GMAC MORTGAGE 50150 TRIAD whole loan N/A

GMAC MORTGAGE 50150 TRIAD whola loan N/A

GMAC MORTGAGE 50150 TRIAD whole loan N/A

IMPAC FUNDING CORPORATION 40267 TRIAD impac CMB 2008-7 Deutsche Bank Nat'l Trust Co.

IMPAC FUNDING CORPORATION 40267 TRIAD impac SAC 2005-2 Wells Fargo Bank, N.A.

IMPAC FUNDING CORPORATION 40854 TRIAD Impac CMB 2004-7 Deutsche Bank Nat'l Trust Co,

IMPAC FUNDING CORPORATION 140954 TRIAD impac CMB 2004-8 Deutsche Bank Nat'i Trust Co.

IMPAC FUNDING CORPORATION 40954 TRIAD impac CMB 2004-8 Deutsche Bank Nat Trust Co,

IMPAC FUNDING CORPORATION 40854 TRIAD Impac CMB 2006-7 Deutsche Bank Nat' Trust Co.

IMPAC FUNDING CORPORATION 40854 TRIAD impac CMB 2005-7 Deutsche Bank Natl Trust Co.

IMPAC FUNDING CORPORATION 40854 TRIAD Impac CMB 2005-7 Deutsche Bank Nat Trust Co.

IMPAC FUNDING CORPORATION 40954 TRIAD impac SAC 2005-2 Wells Fargo Bank, N.A.

NATIONSTAR MORTGAGE LLC 41610 TRIAD LXS 2006-4N U.S. Bank National Association

NATIONSTAR MORTGAGE LLC 41619 TRIAD LXS 2006-GP1 U.S. Bank National Association

NATIONSTAR MORTGAGE LLC 41685 TRIAD LXS 2006-GP3 U.S. Bank National Association

NATIONSTAR MORTGAGE LLC 41795 TRIAD - GPMF 2006-AR4 U.S. Bank National Association

NATIONSTAR MORTGAGE LLC 41816 TRIAD GPMF 2006-AR8 U.S. Bank National Association

PIA ACT/ACT U72 21782 TRIAD whols loan N/A

PIA ACT/ACT U72 91782 TRIAD whole loan N/A

PIA ACT/ACT U72 91782 TRIAD whoie loan N/A -

PIAACT/ACT U72 91782 TRIAD whole loan N/A

RESIDENTIAL ASSET MORTGAGE P|41100 TRIAD GMACMLT 2004-AR2 The Bank of New York Mellon Trust Company, National Assoclation
RESIDENTIAL ASSET MORTGAGE Pj41488 TRIAD GMACMLT 2005-J1 Deutsche Bank Nat'l Trust Co.

RESIDENTIAL ASSET MORTGAGE P|41505 TRIAD GMACMLT 2005-AF2 Deutsche Bank Nati Trust Co.

RESIDENTIAL FUNDING CORP 94257 TRIAD RALI 2004-QAS8 Deutsche Bank Nat Trust Co.

RESIDENTIAL FUNDING CORP 94285 TRIAD RAMP 2004-RS8 The Bank of New York Mellon Trust Company, National Assoclation
RESIDENTIAL FUNDING CORP 94287 TRIAD RAMP 2004-RS9 The Bank of Naw York Melion Trust Company, National Association
RESIDENTIAL FUNDING CORP 94311 TRIAD RALI 2007-QS7 Dautsche Bank Nati Trust Co.

RESIDENTIAL FUNDING CORP 94342 TRIAD RALI 2007-QS9 Doutsche Bank Nat! Trust Co.

RESIDENTIAL FUNDING CORP 184394 TRIAD RAMP 2005-RS1 The Bank of New York Mellon Trust Company, National Association
RESIDENTIAL FUNDING CORP 84395 TRIAD RAMP 2005-RS2 The Bank of New York Melion Trust Company, National Associalion
RESIDENTIAL FUNDING CORP 94386 TRIAD RAMP 2005-RS3 The Bank of New York Mellon Trust Company, National Associalion
RESIDENTIAL FUNDING CORP 84398 TRIAD RAMP 2005-RS83 The Bank of New York Melion Trust Company, National Association
RESIDENTIAL FUNDING CORP 94396 TRIAD RAMP 2005-R83 The Bank of New York Melion Trust Company, National Association
RESIDENTIAL FUNDING CORP 94398 TRIAD RAMP 2005-RS3 The Bank of New York Mellon Trust Company, National Association
RESIDENTIAL FUNDING CORP 84399 TRIAD RAMP 2005-RS8 The Bank of New York Metllon Trust Company, National Association
RESIDENTIAL FUNDING CORP 84401 TRIAD RAMP 2005-RS8 The Bank of New York Melion Trust Company, National Association
RESIDENTIAL FUNDING CORP 84425 TRIAD RAMP 2007-RS2 U.S. Bank National Association

RESIDENTIAL FUNDING CORP 94527 TRIAD RALI 2006-Q83 Deutsche Bank Nati Trust Co.

RESIDENTIAL FUNDING CORP 94527 TRIAD RALI 2006-Q83 Deutsche Bank Nati Trust Co.

RESIDENTIAL FUNDING CORP 84528 TRIAD RALU 2006-Q84 Deutsche Bank Natl Trust Co.

RESIDENTIAL FUNDING CORP 94530 TRIAD RALI 2008-QS6 Deutsche Bank Nat1 Trust Co.

RESIDENTIAL FUNDING CORP 84532 TRIAD RALI 2006-QS8 Deutsche Bank Nat' Trust Co.

RESIDENTIAL FUNDING CORP 84542 TRIAD RAMP 2006-RS1 the Bank of New York Malion Trust Company, National Associstion
RESIDENTIAL FUNDING CORP 94544 TRIAD RAMP 2006-RS3 The Bank of New York Meilon Trust Company, National Association
RESIDENTIAL FUNDING CORP 94546 TRIAD RAMP 2006-RS85 The Bank of New York Meflon Trust Company, National Association
RESIDENTIAL FUNDING CORP 24581 TRIAD DBALT 2007-RAMP1 HSBC Bank USA, National Association
RESIDENTIAL FUNDING CORP 97376 TRIAD RALI 2005-QS513 Dsutsche Bank Nat' Trust Co.

RESIDENTIAL FUNDING CORP 97516 TRIAD RALI 2006-QS1 Deutsche Bank Nat1 Trust Co.

RESIDENTIAL FUNDING CORP 98176 TRIAD RAMP 2003-RS6 The Bank of New York Mallon Trust Company, National Association
RESIDENTIAL FUNDING CORP 08178 TRIAD RAMP 2003-RS8 The Bank of New York Mellon Trust Company, National Association
RESIDENTIAL FUNDING CORP 98284 TRIAD RAMP 2004-RS6 The Bank of New York Mellon Trust Company, National Association
RESIDENTIAL FUNDING CORP 98341 TRIAD RALI 2007-QS8 Dautsche Bank Nat'l Trust Co.

RESIDENTIAL FUNDING CORP 98385 TRIAD RAMP 2005-RS2 The Bank of New York Mellon Trust Company, National Association
RESIDENTIAL FUNDING CORP 98395 TRIAD RAMP 2005-RS2 The Bank of New York Meilon Trust Company, National Association
RESIDENTIAL FUNDING CORP 98367 TRIAD RAMP 2005-R84 the Bank of New York Mellon Trust Company, National Association
RESIDENTIAL FUNDING CORP 98525 TRIAD RALI 2008-QS18 Deutsche Bank Nat'l Trust Co.

RESIDENTIAL FUNDING CORP 98528 TRIAD RALI 2008-QS4 Deutsche Bank Nati Trust Co.

RESIDENTIAL FUNDING CORP 88533 TRIAD RALI 2008-QS9 ' Dsutsche Bank Nat'l Trust Co,

RESIDENTIAL FUNDING CORP 88544 TRIAD RAMP 2006-RS3 The Bank of New York Mellon Trust Company, National Association
RESIDENTIAL FUNDING CORP 98551 TRIAD RAMP 2006-RZ4 The Bank of New York Mellon Trust Company, National Association
TCF NATIONAL BANK 41600 TRIAD whole loan NIA

TCF NATIONAL BANK 41660 TRIAD whola loan N/A

THE BANK OF NEW YORK MELLON 141021 TRIAD NAAC 2004-AP1 The Bank of New York Melion Trust Company, National Association
THE BANK OF NEW YORK MELLON [41728 TRIAD TCMLT 2006-1 tha Bank of New York Melion Trust Company, National Association
WELLS FARGQ BANK, N.A. 40341 TRIAD MALT 2002-2 Wilmington Trust Company

WELLS FARGO BANK, N.A. 41158 TRIAD MALT 2004-11 U.8. Bank Nationai Association

WELLS FARGO BANK, N.A. 41160 TRIAD HVMLT 2004-7 Deutsche Bank Nat| Trust Co.

WELLS FARGO BANK, N.A. 41160 TRIAD HVMLT 2004-7 Dautsche Bank Nat'l Trust Co.

WELLS FARGO BANK, N.A, 41168 TRIAD BART 2004-8 U.S. Bank National Association

WELLS FARGO BANK, N.A. 41202 TRIAD ARMT 2004-5 HSBC Bank USA, National Association




WELLS FARGO BANK, N.A. 41455 TRIAD HVMLT 2005-15 Deutsche Bank Nat'l Trust Co.
WELLS FARGO BANK, N.A. 41522 TRIAD BAFC 2005-8 U.S. Bank Nationat Association
WELLS FARGO BANK, N.A, 41655 TRIAD DBALT 2008-AR2 HSBC Bank USA, Natlonal Association
WELLS FARGO BANK, N.A. 41688 TRIAD DBALT 2008-AR2 HSBC Bank USA, National Association
WELLS FARGO BANK, N.A. 41828 TRIAD HVMLT 2008-14 Deutsche Bank Nat't Trust Co,
WELLS FARGO BANK, N.A. 41888 TRIAD HVMLT 2006-14 Deutsche Bank Nat'l Trust Co,
WELLS FARGO BANK, N.A. 41888 TRIAD HVMLT 2006-14 Deutsche Bank Nat'| Trust Co.
WELLS FARGO BANK, N.A. 418398 TRIAD HVMLT 2008-14 Dautsche Bank Nat Trust Co.
WELLS FARGO BANK, N.A, 41898 TRIAD HVMLT 2006-14 Dautsche Bank Nat'l Trust Co.
WELLS FARGO BANK, N.A. 41838 TRIAD HVMLT 2006-14 Deutsche Bank Natl Trust Co.
WELLS FARGO BANK, N.A. 41858 TRIAD HVMLT 2008-14 Dautsche Bank Nat'l Trust Co.
WELLS FARGO BANK, N.A. 41898 TRIAD HVMLT 2006-14 Deutsche Bank Nati Trust Co,
WELLS FARGO BANK, N.A, 41898 TRIAD HVMLT 2008-14 Deutsche Bank Nat'l Trust Co.
WELLS FARGO BANK, N.A. 41898 TRIAD HVMLT 2006-14 Deutsche Bank Natl Trust Co.
WELLS FARGO BANK, N.A. 41898 TRIAD HVMLT 2008-14 Deutsche Bank Nat'l Trust Co.
WELLS FARGO BANK, N.A. 41898 TRIAD HVMLT 2006-14 Deutsche Bank Natl Trust Co.
WELLS FARGO BANK, N.A. 41898 TRIAD HVMLT 2006-14 Deutsche Bank Natl Trust Co.
WELLS FARGO BANK, N.A. 41858 TRIAD HVMLT 2006-14 Deutsche Bank Nat'l Trust Co.
WELLS FARGO BANK, N.A. 41898 TRIAD HVMLT 2006-14 Dsutsche Bank Nati Trust Co.
WELLS FARGO BANK, N.A. 42106 TRIAD HVMLT 2007-3 Wells Fargo Bank, N.A.
WELLS FARGO BANK, N.A, 42141 TRIAD DBALT 2007-0A3 HSBC Bank USA, National Association
WELLS FARGO BANK, N.A. 42168 TRIAD DBALT 2007-0A4 HSBC Bank USA, National Association
WELLS FARGO BANK, N.A. 42222 TRIAD DBALT 2007-OA5 HSBC Bank USA, National Assaclation
WELLS FARGO BANK, N.A. 42233 TRIAD HVMLT 2007-06 Deutsche Bank Nat'i Trust Co,
WELLS FARGO BANK, N.A. 42233 TRIAD HVMLT 2007-08 Dsutsche Bank Nat| Trust Co.
WELLS FARGO BANK, N.A. 42233 TRIAD HVMLT 2007-06 Deutsche Bank Natl Trust Co.
WELLS FARGO BANK, N.A. 42233 TRIAD HVMLT 2007-06 Deutsche Bank Natl Trust Co.
WELLS FARGO BANK, N.A. 42233 TRIAD HVMLT 2007-08 Deutsche Bank Nat'l Trust Co.
WELLS FARGO BANK, N.A. 42233 TRIAD HVMLT 2007-08 Dauische Bank Nat! Trust Co.
WELLS FARGO BANK, N.A. 42280 TRIAD DBALT 2007-3 HSBC Bank USA, Naticnal Asscciation
WELLS FARGO BANK, N.A. 42280 TRIAD DBALTY 2007-3 HSBC Bank USA, National Assoclation
WELLS FARGO BANK, N.A. 42280 TRIAD DBALT 2007-3 HSBC Bank USA, National Association
WELLS FARGO BANK, N.A, 42280 TRIAD DBALT 2007-3 HSBC Bank USA, National Association
WELLS FARGO BANK, N.A, 42280 TRIAD DBALT 2007-3 HSBC Bank USA, National Association
WELLS FARGO BANK, N.A. 42288 TRIAD DBALT 2007-3 HSBC Bank USA, National Assodiation
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IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF DELAWARE

X
In re: :
Chapter 11
AMERICAN HOME MORTGAGE HOLDINGS :
INC., a Delaware Corporation, et al., :  Case No. 07-11047 (CSS)
(Jointly Administered)
Debtors.

—— X

TRIAD GUARANTY INSURANCE CORP.
Plaintiff,

AMERICAN HOME MORTGAGE INVESTMENT .
CORP.; AMERICAN HOME MORTGAGE CORP., : Adv. Proc. No. 09-52193 (CSS)
AHM SV, INC. (f/k/a AMERICAN HOME :

MORTGAGE SERVICING, INC.); COUNTRYWIDE

BANK, FSB, Formerly COUNTRYWIDE BANK, N.A ;

COUNTRYWIDE HOME LOAN, INC.; FEDERAL

HOME LOAN MORTGAGE CORPORATION and

CERTAIN SECURITIZATION TRUSTS IDENTIFIED

IN EXHIBITS D AND E FOR THEMSELVES AND AS

A REPRESENTATIVE OF A CLASS CONSISTING OF

ALL OTHERS SIMILARLY SITUATED AS OWNERS

OF MORTGAGE LOAN INSURANCE ISSUED BY

TRIAD GUARANTY CORP. TO AMERICAN HOME

MORTGAGE,

Defendants.

AMENDED COMPLAINT

The plaintiff Triad Guaranty Insurance Corp. (“Triad”), complaining of the
defendants, seeks a rescission of multiple master mortgage guaranty insurance policies

and declaratory relief, and alleges as follows:
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L NATURE OF THE ACTION

1. This is an action for rescission and declaratory relief arising out of the
misrepresentations of American Home Mortgage (“AHM”) that induced Triad to issue
multiple master mortgage guaranty ‘insurance policies (“master policies”) under which
Triad provided mortgage guaranty insurance on over 29,000 loans made by AHM, as
well as AHM’s failure to perform reasonably and in good faith under those master
policies.

2. Historically, Triad had conducted its own insurance underwriting for loans
such as the ones at issue. Over time, lenders such as AHM requested and agreed to
assume the insurance underwriting obligation under guidelines approved by Triad. In
reliance on AHM’s representations regarding its underwriting processes and quality
control procedures, Triad issued the master policies and delegated the insurance
underwriting functioﬁ for loans under those policies to AHM,

3. Fundamental to the contractual relationship between AHM and Triad was
proper underwriting of loan applications for insurance purposes. This process was
essential to a determination of whether each loan was qualified for mortgage guaranty
insurance in the first instance.

4. As Triad now has learned, AHM never intended to and never did comply
with its essential obligations under the master policies. Instead, AHM failed to follow the
insurance underwriting guidelines approved by Triad, resulting in Triad insuring a large

percentage of loans that did not qualify for Triad’s insurance in the first instance.
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5. AHM’s conduct induced Triad to enter into the master policies, frustrated
Triad’s reasonable expectations in doing so, and deprived Triad of the benefit of the
bargain with AHM.

6. Inherent in any contract to provide mortgage guaranty insurance is the
covenant that the loans insured will be underwritten pursuant to reasonable standards
aimed at determining whether borrowers are qualified and actually have the ability to
repay the loans.

7. AHM expressly agreed to observe such standards and to abide by
underwriting requirements agreed to by Triad and AHM.

8. In reality, AHM never intended to comply with these obligations, as
evidenced by its underwriting practices both before and after entering into the
agreements, Namely, AHM was not diligent in underwriting the over 29,000 loans
placed by AHM for coverage under the master policies. Triad never would have entered
into the master policies with AHM if it had known that AHM would not perform its
obligations properly.

9. AHM'’s failure to perform its obligations has resulted in substantial
damage to Triad, The rescission rate' of the AHM loans increased rapidly from
traditional levels of less than 5% to over 75%. The number of defaulted loans also
soared from historical levels of 2% to over 30%. Triad has incurred enormous losses by
virtue of its review of defaulted loans and its return of premiums for loans that did not

qualify for insurance.

! The rate of rescission for defaulted loans which are reviewed is referred to as the
“rescission rate.” :
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10. By this lawsuit, 'friad seeks to be excused from its obligation to insure any
loans under its master policies with AHM as a result of the fraudulent inducements that
caused Triad to issue the master policies in the first place, as well as AHM’s material
breach of the master policies, and AHM’s breach of the implied covenant of good faith
and fair dealing. Triad therefore seeks Court approval of rescission of the master
policies.

IL PARTIES

11.  Triad is an insurance company organized and existing under the laws of
the State of Illinois, with its principal place of business in Winston-Salem, North
Carolina.

12.  American Home Mortgage Investment Corp. (“AHMIC”) is a Maryland
corporation with its principal place of business in New York and is a debtor in possessic;n
in this Chapter 11 action.

13. American Home Mortgage Corp. (“AHMC”) is a Maryland corporation
with its principal place of business in New York and is a debtor in possession in this
Chapter 11 action.

14, AHM SV, Inc. (fk/a American Home Mortgage Servicing, Inc.)
(“AHMST”) is a Maryland corporation with its principal place of business in New York
and is a debtor in possession in this Chapter 11 action. AHMIC, AHMC and AHMSI are
sometimes collectively referred to as “AHM.”

15. Countrywide Bank, FSB, Formerly Countrywide Bank, N.A., and
Countrywide Home Loans, Inc. (hereinafter collectively referred to as “Countrywide”)

filed a motion to intervene in this matter on October 15, 2009, On May 10, 2010, United
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States Bankruptcy Judge Christopher S. Sontchi entered an Order granting Countrywide’s
motion to intervene.

16.  Certain Securitization Trusts identified on Exhibits D and E attached
hereto (the “Trusts”) filed motions to intervene in this matter on March 25, 2010 and
December 7, 2010. On May 10, 2010, United States Bankruptcy Judge Christopher S.
Sontchi entered an Order granting the motion to intervene of the Trusts identified on
Exhibit D, but the Court has not yet ruled on the motion to intervene of the Trusts
identified on Exhibit E, The Trusts are members of and represent the Class,

17.  Federal Home Loan Mortgage Corporation (“Freddie Mac”) filed a motion
to intervene in this matter on October 8, 2010. On October 29, 2010, United States
Bankruptcy Judge Christopher S. Sontchi entered an order granting Freddie Mac’s
motion to intervene.

III. - JURISDICTION AND VENUE

18.  This Court has subject matter jurisdiction over this proceeding pursuant to
28 U.S.C. ‘§§157, 1334 and 2201 and venue is proper pursuant to 28 U.S.C. §§1408 and
1409.

IV. FACTS

19.  Triad was a residential mortgage insurer which offered private residential
. mortgage guaranty insurance that protected lenders against the risk of borrower default.

20. In issuing mortgage guaranty insurance, Triad agreed, in exchange for an
insurance premium, to cover a portion of a lender’s risk of loss from a loan defauit.
Under the typical mortgage insurance policy, the mortgage insurer pays an agreed

percentage of the lender’s loss which occurs when the borrower defaults on the loan, and
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following a foreclosure and a sale, the loan has still not been paid in full. Because the
risk of loss from the borrower’s default is directly related to the borrower’s qualifications
to borrow the money from the lender, Triad depends upon accurate underwriting of the
loan before the insurance is placed. By express agreement of the parties, this essential
underwriting function was delegated by Triad to AHM, as explained below.

21.  AHM was an independent mortgage lender in the business of providing
home mortgage products and services,

22.  Upon information and belief, AHM’s primary business was originating,
selling and servicing residential mortgage loans.

23. AHM would often seek to purchase mortgage guaranty insurance to make
its loans more attractive to buyers and investors, and to obtain a higher sales price for
AHM.

24,  AHM sought mortgage guaranty insurance from Triad. Triad agreed to
write such insurance for AHM with the express understanding that AHM would assume
the obligation of underwriting AHM’s loans for insurance purposes pursuant to agreed
underwriting guidelines.

25.  Triad insured AHM’s loans pursuant to two types of policies: flow and
bulk.

26. AHM placed over 29,000 loans for coverage under the Triad flow and
bulk master policies.

A. FLOW LOANS
27.  Flow loans are‘individually underwritten loans. AHM did not purchase

separate insurance policies for each flow loan. Rather, AHM purchased master insurance
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policies applicable to flow loans, and Triad issued a commitment/certificate with respect
to each insured loan. A listing of these master policies is attached as Exhibit A. Triad’s
master policies for flow loans were issued to AHM from November, 2004 through
March, 2006.

28. AHM and Triad agreed that flow loans would be insured as part of a
“delegated” progfam. Under the delegated program, AHM was responsible for
underwriting the mortgage insufance for each loan to be insured by Triad. Simply, the
underwriting was “delegated” to AHM. -

29.  Under the delegated program, AHM submitted underwriting guidelines to
Triad for prior approval. Once Triad approved those guidelines, AHM was obligated to
follow those guidelines if AHM wanted mortgage loan insurance on an individual loan
from Triad. If an individual loan did not meet the underwriting guidelines, AHM could
seek a variance from Triad. If a loan did not meet the guidelines, and no variance was
approved by Triad, the loan was not eligible to be insured by Triad.

30.  Under the delegated program, once AHM determined a flow loan met the
approved underwriting guidelines or a variance was approved by Triad, AHM would
underwrite the insurance for that loan. AHM would determine pursuant to approved
guidelines the amount of insurance and premium. AHM then submitted a transmittal
form to Triad that contained certain basic information about the loan. In response to the
transmittal form, and in reliance on the representations by AHM that it had followed the
approved underwriting guidelines in making the loan, Triad issued a separate

commitment/certificate for each such loan,
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31. Triad was unable, and AHM was aware that Triad was unable, to review
AHM’s compliance with the approved underwriting guidelines at the time the
commitment/certificate was issued. The underwriting process between AHM and Triad
for a delegated program precluded Triad from reviewing the underwriting of an
individual loan prior to the issuance of a commitment/certificate. Triad would review an
individual loan’s underwriting in one of two circumstances: (a) a quality review. audit; or
(b) when AHM advised of a potential for a claim, as where a loan had gone into default.

32.  Each of the AHM policies for flow loans provides that only certain loans
are eligible for coverage. They state, in part:

Coverage under this Policy shall extend only to Loans eligible for
coverage under the Manual and as to which the Insured has
satisfied all of the existing underwriting procedures set forth in the
Manual,

33.  Exclusion G in the AHM policies for flow loans provides:

The Company shall not be liable for, and the Policy shall not apply
to, extend to, or cover the following:

G. Non-Eligible Loans — Any Loan not eligible for coverage under
the Manual or as to which the Insured failed to satisfy all of the
underwriting procedures in the Manual, or any Loan as to which
the Insured fails to submit a copy of its Loan file to the Company
within thirty (30) days after the Company’s request.

34.  Page 5 of Triad’s Delegated Underwriting Manual states:
All loans originated under American Home Mortgage approved for
delegated program must meet the requirements and guidelines of

that program.

35.  In addition to the independent bases stated above, other exclusions in the

policies for flow loans may apply to a claim.
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36. Following notice of a loan default, Triad would review the loan and
determine if it was eligible for coverage under the master policies for flow loans. Prior to
the review, Triad would not be aware of facts which would have demonstrated that a loan
was not eligible for coverage.

B. BULK LOANS

37.  Bulk loans were groups of loans packaged together by AHM. Triad is
informed and believes that the bulk loans were sold by AHM to other entities; that some
of those entities would then issue and sell securities backed by the group of loans, with
ownership of the loans remaining with the entity; and that the owners of the securities did
not own any individual loan.

38. AHM purchased a single master insurance policy which applied to all
loans in a particular bulk transaction and Triad issued a commitment/certificate with
respect to each insured loan. A listing of the master insurance policies applicable to
particular “bulk” transactions is attached as Exhibit B. Triad’s master policies for bulk
loans were issue;:l to AHM from March, 2006 through March, 2007.

39.  For bulk loans, the master policies provide that the insurance is issued “in
reliance upon the Insured’s representation and statements made in any application for
coverage under this Policy, and in any documents and writings, including any electronic
media related thereto.”

40. As with flow loans, AHM would submit limited information to Triad
regarding the loans in a bulk transaction. Any individual loan in the bulk fransaction was
eligible to be insured only if it met the approved underwriting guidelines. Triad was

unable, and AHM was aware that Triad was unable, to review AHM’s compliance with
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the approved underwriting guidelines at the time the commitment/certificate was issued.
The underwriting process between Triad and AHM precluded Triad from reviewing the
‘underwriting of an individual loan prior to the issuance of the commitment/certificate.
As with flow loans, Triad would review an individual loan’s underwriting only during a
quality review audit or when a default was presented.

41.  There is a written agreement which is part of each master policy issued for
bulk loans. The March 23, 2006 letter to Alan Horn for Deal # AHM (QRS) MTA 2006-
1, attached as Exhibit C, is an example of such an agreement. The following are some of
the relevant portions of the agreement:

(a) Paragraph 8(c) in “Loss Eligibility Criteria” states;

The information with respect to each Loan on the Final Data File is true,
correct, accurate, and complete in all respects.

(b)  Paragraph 10 states:

Triad acknowledges the representations of AHM as the Insured that the
loans insured under the Primary Coverage were made and underwritten by
the originator of the loan in accordance with the underwriting
requirements contained in the originator’'s eligibility criteria
(“Underwriting Requirements”). AHM acknowledges and agrees that
Triad shall be entitled to rely upon AHM to determine individual loan
acceptability based on the Eligibility Criteria set forth above and such
Underwriting Requirements of the originators. AHM represents and
warrants to Triad that each loan to be insured under the Primary Coverage
meets the loan Eligibility Criteria set forth in Section 8 above and in all
material respects meets such Underwriting Requirements.

() Paragraph 12 states:

AHM acknowledges and agrees that (a) the mortgage loan information
contained on the preliminary file provided to Triad prior to issuance of
Primary Coverage as confirmed in the final file delivered to Triad is
material to Triad’s decision as to whether to issue such Primary Coverage
and (b) Triad is relying on such information in issuing such Primary
Coverage. AHM acknowledges and agrees that all mortgage loan
information relevant to Triad’s insurance decision and contained on the

-10 -
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preliminary and final files provided by AHM is materially true, correct
aund accurate.

42.  In addition to the independent bases stated above, other exclusions in the
policies for bulk loans may apply to a claim.

V. FRAUD IN THE INDUCEMENT

43.  Triad repeats and incorporates by reference each of the allegations in
paragraphs 1 through 41.

44,  In the fall of 2004, AHM sought to obtain mortgage guaranty insurance
from Triad for loans originated by AHM. As an inducement to obtain such insurance,
AHM promised to continue its alleged practice of originating high quality loans in strict
comﬁlia.nce with published underwriting guidelines. In reliance on AHM’s
representations, Triad delegated its mortgage insurance underwriting function to AHM
and issued the master policies to AHM.

45.  Among other things, AHM represehted to Triad that:

(a) AHM would extend loans based upon a borrower’s stated income
only if the stated income was subjected to a reasonability test;

® If a borrower claimed to be self-employed, AHM would ordinarily
verify that the borrower had been in business for a period of two years; ;

(c) A borrower whose income was insufficient to qualify him for a
given loan would not be moved into a different loan program that required
no documentation of income;

(d AHM would issue adjustable rate mortgages only if it was
determined that the borrower was qualified to afford the actual costs of the
loan;

(e AHM would not extend a loan to a borrower where there was
evidence of fraud in the borrower’s application;

63) AHM would not extend a loan to a borrower if there was no
appraisal as required by the particular loan program;

-11-
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(2) AHM would not extend a loan to a borrower if the borrower’s
income could not be verified;

(h) AHM would not extend a loan to a borrower if the loan to value
ratio exceeded the loan to value ratio for the particular loan program;

@) AHM would not extend a loan to a borrower who presented
insufficient documentation of income, assets or liabilities as required by
the particular loan program; and

)] AHM would not extend a loan to a borrower whose credit score
did not meet the score required by the particular loan program.

46.  As an inducement to the issuance of the master policies, AHM agreed to
submit its own loan underwriting guidelines to Triad for approval as part of the insurance
underwriting function delegated to AHM by Triad. Triad reasonably relied upon AHM’s
compliance with the approved delegated underwriting guidelines.

47. However, before, during and after issuance of the master policies, AHM
was in fact not following its own loan underwriting guidelines or Triad’s delegated
insurance underwriting guidelines. For example, upon information and belief:

(a) AHM extended loans based upon borrowers’ stated incomes
without subjecting those incomes to d standard reasonability test.

(b)  If a borrower claimed to be self-employed, AHM did not verify
that the borrower had been in business for a specified period of time;

(c) If a borrower’s salary did not appear sufficient to qualify him for a
given loan, AHM moved him into a loan program that did not require
documentation of income;

(d) AHM issued adjustable rate mortgages without determining if the
borrower was qualified to afford the actual cost of the loan, and only
determined that borrowers could afford the ‘“teaser rates” that were
substantially lower than the minimum principal or interest only payments;

(e) AHM took steps to extend loans even where there was evidence of

fraud in the borrower’s application. For example, when underwriters
identified fraud in loan files, regional managers would assign those loans
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to other underwriters so the loans would be approved. Likewise, AHM
employees would approve loans over an underwriter’s objection, even
after being informed of fraud on the loan application;

63} AHM extended loans to borrowers without having an appraisal
performed as required by the particular loan program;

(g) AHM extended loans to borrowers without verifying the
borrower’s income;

(h)  AHM extended loans to borrowers when the loan to value ratio
exceeded the loan to value ratio for the particular loan program;

@) AHM extended loans to borrowers without obtaining
documentation of income, assets or liabilities as required by the particular
loan program; and :

'§)) AHM extended loans to borrowers whose credit scores were less
than the score required by the particular loan program,

&) AHM extended loans to borrowers for a second home when the
loan approval required the home to be the borrower’s primary residence;

Q)] AHM extended loans to borrowers who took cash out of the
transaction even though the residence was on the market or had been on

the market during the preceding six months which was not allowed by the
program;

(m) AHM failed to consider the impact of multiple mortgage requests
from the same borrower and the borrower’s ability to pay all loans applied
for; and
m) AHM supplied Triad with loan information on its data tapes that
contained material errors because the loan closed under a different product
than the one presented.
48,  AHM'’s actions and practices as described above demonstrate that, despite
its representations, AHM never intended to comply with its responsibility to follow the
appropriate loan underwriting guidelines when delivering a loan to be insured by Triad.

49, AHM’s misrepresentations as described above were intended to induce

Triad to issue the Master Policies.
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50.  AHM knew that Triad would rely upon its misrepresentations as described
above when delivering loans to be insured by Triad, as evidenced by the language in the
master policies and the agreement signed by Alan Horn.

51.  Triad did reasonably rely upon AHM’s misrepresentations as described
above when it issued the master policies to AHM. Without these representations and
misrepresentations, Triad would never have issued the master policies. At all relevant
times, Triad was unaware of the conduct of AHM as described above.

52, As a proximate result of the matters alleged herein, Triad has been
required to cease writing new business and has been placed under the supervision of the
1llinois Director of Insurance.

VI. FAILURE OF PURPOSE

53; Triad repeats and incorporates by reference each of the allegations in
paragraphs 1 through 52.

54.  Pursuant to the master policies, AHM acknowledged that Triad was
relying on AHM to follow the approved underwriting guidelines in issuing the mortgage
insurance.

55, In submitting loans to Triad for mortgage insurance coverage, AHM
represented that each loan complied with the approved underwriting guidelines.

56. Implied in the master policies is the covenant that AHM will also
underwrite each loan insured in a reasonable and prudent manner designed to make sure

the borrower has the ability to repay the loan.
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57.  Triad delegated to AHM the responsibility and obligation to deliver for
mortgage guaranty insurance coverage only those loans that had been prudently
underwritten and in which the borrower had a reasonable prospect for repayment.

58. It was entirely reasonable for Triad to expect AHM to underwrite in a
reasonable and prudent manner and follow the approved underwriting guidelines with
respect to the loans which it submitted for mortgage insurance coverage, and AHM
understood that Triad was relying upon AHM to perform its obligation properly.

59. The parties intended to enter into the master policies for mutual benefit.
AHM’s purpose was to have mortgage insurance on the mortgage loans it underwrote and
to add value to the loans. Triad’s purpose was to provide a much needed service to its
insureds — mortgage insurance — and to earn income through premiums collected in
excess of claims and expenses,

60. Loans that were written in violation of the approved underwriting
guidelines were not eligible for insurance under the master policies in the first instance.
Upon discovery of such violations, Triad’s practice has been to rescind the applicable
coverage and return all premiums collected for such coverage.

61. Before the master policies were issued to AHM, Triad had rescinded
coverage for less than 5% of defaulted loans. Both parties were aware of these rescission
rates before the flow and bulk contracts were made.

62. After the master policies were issued, Triad began finding a dramatic and
unexpected increase in underwriting violations in its review of defaulted AHM loans. As
a result, the rate of rescissions for defaulted loans increased rapidly from less than 5% of

the insured loans to over 75%.
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63.  The number of defaulted loans has also soared from historical levels of 2%
to over 30% of the AHM portfolio. This was caused at least in part by the fact that loans
were made to borrowers who did not qualify for Triad’s insurance in the first instance.
As a result, Triad is incurring unprecedented and unanticipated costs in reviewing
defaulted loans to determine whether or not the loans were in compliance with the
agreement of the parties.

64. Because of the extensive number of underwriting violations, the essential
purpose of the master policies has been defeated. Triad has been retuming the premiums
collected on rescinded coverage, and its income stream has been severely affected.

65.  Triad relied upon AHM to properly underwrite the mortgage insurance on
its behalf and to submit only qualified loans to Triad for coverage. AHM’s failure to do
so constitutes a breach of contract that substantially and fundamentally defeats the object
of the parties in entering into the master policies, " excuses Triad from further
performance, and constitutes grounds for rescission of the master policies.

66. By its actions, AHM has also breached the implied covenant of good faith
and fair dealing that accompanied AHM’s undertaking of the insurance underwriting
obligation.

67. As a proximate result of the matters alleged herein, Triad has had to cease
writing new business and has been placed under the supervision of the Illinois Director of
Insurance.

68.  Triad has performed all obligations under the master policies, or such

performance has been excused or waived.
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69.  Triad has attempted to reach a resolution with AHM, but without success
as of the date of this filing,
VIiI. CLASS ALLEGATIONS
70.  Triad repeats and incorporates by reference each of the allegations in
paragraphs 1 through 69.
71. . Under the policies identified in Exhibit A and Exhibit B:
If a Loan or a majority participation in a Loan is sold, assigned, or
transferred by the Insured, coverage under the Certificate will
continue with respect to the Loan, and the new owner or majority
loan participant shall be considered the Insured(s) hereunder from
the date notice thereof is given to the Company, if the new owner
or majority loan participant is an institutional investor approved by
the Company in advance, or otherwise from the date the new
owner or loan participant is approved in writing by the Company,
provided that, in either case, the Loan continues to be serviced by a
Servicer approved by the Company....
72,  Triad brings this action pursuant to Rule 23(a) and Rule 23(b)(1) of the
Federal Rules of Civil Procedure and Bankruptcy Rule 7023 against the following class:

The owners of individual loans insured by the master policies identified on
‘Exhibits A and B.

73.  Numerosity. Triad is informed and believes AHM has sold an unknown
number of the over 29,000 loans it insured through the master policies. In most cases,
Triad was not informed of the identity of the purchasers of the loans. Triad is informed
and believes the purchasers themselves may have sold the loans to other parties. Triad
does not know the identity of those purchasers.

74.  The number of owners of loans isitoo numerous, potentially numbering in
the hundreds, and geographically dispersed across the globe, such that joinder of all

owners is impracticable.
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75.  The identities of the owners of loans are or should be known to AHM.

76.  Commonality. Questions of law and fact relating to the application and
rescission of the master policies are common to the class and predominate over any
questions affecting only individual members of the class. Insurance for an individual
loan is subject to application and validity of the master policies identified on Exhibits A
and B. Triad’s claims do not involve issues of fact or law relating to each and every
individual loan. Triad’s claims are directed to the master policies negotiated solely with
AHM, and under which AHM is the named insured.

77. Typicality. The defendants’ defenses are typical of the defenses of the
class. Any defense available to a member of the class is available to the defendants.

78.  Adeguacy of Representation. The defendants will fairly and adequately

protect the interests of the defendant class. For example, Triad is informed and believes
that ﬂle Trusts own many individual loans. Moreover, in the Memorandum of Law
supporting their motion to intervene, the Trusts alleged that they “have a significant
interest in the outcome of [this matter] as they hold the Triad Mortgage Insurance
Certificates which Triad seeks to rescind.” Accordingly, the Trusts have fair and
adequate incentive to be involved in the decision whether the master policies identified
on Exhibits A and B are to be rescinded or remain operative.

79.  Inconsistent Adjudication. This class action is appropriate for certification

because the prosecution of separate actions against the individual members of the class in
this Court and courts throughout the country would create a risk of a multiplicity of
lawsuits, burdening the court system, while also creating the risk of inconsistent rulings

and contradictory judgments. In contrast to proceeding on a case-by-case basis, in which
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inconsistent results will magnify the delay and expense to all parties, this class action
presents far fewer management difficulties, while providing unitary adjudication,
economies of scale and comprehensive supervision by a single court.

FIRST CLAIM FOR RELIEF (RESCISSION—FRAUD IN THE INDUCEMENT)

80.  Triad repeats and incorporates by reference each of the allegations in
paragraphs 1- 79.

81.  AHM misrepresented that it intended to follow the approved underwriting
guidelines when it entered into the master policies with Triad. In fact, AHM’s conduct
before and after entering the master policies shows AHM never intended to follow the
approved underwriting guidelines.

82.  AHM'’s misrepresentations induced Triad to enter into the master policies,
and Triad would not have entered into the master policies absent the misrepresentations,

83.  Triad reasonably relied upon AHM’s misrepresentations, and AHM knew
Triad was relying upon its misrepresentations as evidenced by language in both .the
master policies and the agreements like the one in Exhibit C,

84? Accordingly, AHM’s misrepresentations are cause for complete rescission
of the master policies.

SECOND CLAIM FOR RELIEF (RESCISSION - MATERIAL BREACH)

85.  Triad repeats and incorporates by reference each of the allegations in
paragraphs 1-84.

86.  In addition, the master policies were based on the premise that the loans
delivered for coverage would be underwritten pursuant to the approved underwriting

guidelines, thorough quality assurance, and quality control procedures.
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87. AHM has breached the master policies with Triad in numerous substantial
and material ways, including, without limitation, failing to follow approved underwriting
guidelines, and in representing that loans were made pursuant to the approved
underwriting guideline;. The large number of rescissions of coverage for individual
loans was not contemplated by the parties when the master policies were entered into and
constitute breaches éoing to the root of the insurance contracts between AHM and Triad.

88.  The covenant of good faith and fair dealing between AHM and Triad is
implied in the master policies, as it is in every contract under contrqlling law.

89. Pursuant to the implied covenant of good faith and fair dealing, AHM was
prohibited from doing anything that could injure the right of Triad to receive the benefit
of the master policies or evade Triad’s reasonable expectations under the master policies.

90. AHM breached the implied covenant of good faith and fair dealing
because it failed to follow reasonable and prudent underwriting practices; it failed to
follow the approved underwriting guidelines; and it caused Triad to issue insurance
coverage on a group of loans that was almost entirely underwritten in an improper and
imprudent manner. AHM’s breach of the implied covenant of good faith and fair dealing
constitutes a material breach of the master policies that excuses Triad’s contractual
obligation to insure any of the loans delivered to Triad for coverage under the master
policies.

91.  Triad has suffered, and will continue to suffer, substantial harm and injury
under the master policies if they are not rescinded in that, as a result of AHM’s conduct,

Triad will be forced to review coverage for thousands of mortgage loans that were not
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underwritten properly and, thus, carry a far higher rate of rescission than Triad would
have accepted for the premiums charged.

92.  Furthermore, Triad has incurred enormous, unanticipated additional
expenses, which are substantially greater than the parties bargained for, such as costs
associated with reviewing and investigating the subject loans.

93.  The breaches described herein are so substantial and fundarnentél as to
defeat the purpose of the parties in making the insurance contracts.

94, Due to the substantial and material breaches of contract, Triad seeks
rescission of each of the master policies issued to AHM, as listed on Exhibits A and B.
Triad is prepared to tender into Court the premiums paid with respect to the master
policies issued to AHM, net of claims paid by Triad.

95.  AHM’s substantial and material breach of contract also excuses further
performance by Triad under the master policies. Claim payments will soon exceed
premiums received under the master policies. In order to avoid further irreparable harm
by paying claims under the master policies but being unable to recover them once the
master policies are rescinded, henceforth, Triad will make all claim payments into an
escrow account pending final resolution of this matter.

96.  Based on the foregoing allegations, Triad respectfully requests that the
Court find that AHM committed substantial and material breaches of each of the master
policies, and that the Court order that the master policies be declared rescinded, ab initio.

THIRD CLAIM FOR RELIEF (DECLARATORY RELIEF)
97.  Triad repeats and incorporates by reference each of the allegations in

paragraphs 1-96.
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98.  An actual and justiciable controversy exists between Triad and defendants.
Triad contends AHM’s substantial and material breaches of contract entitle Triad to
rescind the master policies and invalidate the certificates on individual loans issued
pursuant to the master policies.

99.  Triad seeks a declaration that the master policies shown on Exhibits A and
B are rescinded and that Triad has no further obligation to perform under those contracts..

FOURTH CLAIM FOR RELIEF (DECLARATORY RELIEF)

100. Triad repeats and incorporates by reference each of the allegations in
paragraphs 1-99.

101.  If the Court orders rescission of the master insurance policies identified on
Exhibits A and B, then Triad will be required to reimburse an entity or entities for the
amounts paid as premiums on the master insurance policies identified on Exhibits A and
B less claims paid (the “Premiums”).

102. Bankruptcy Code § 541(a) identifies the types of property and interests
that comprise a debtor’s bankruptcy estate as of the commencement of the debtor’s
bankruptcy case.

103.  Pursuant to Bankruptcy Code § 541(a), Triad seeks a declaration regarding
whether any of the Premiums are property of AHM’s bankruptcy estate.

104. Triad also seeks a declaration regarding the entity or entities to which it
will be required to repay the Premiums in the event the Court orders rescission of the

master insurance policies identified on Exhibits A and B.

-22 -




Case 09- .93-CSS Doc 69 Filed 03/04/11 = age 23 of 24

105. To the extent the Premiums which are to be returned upon rescission of
the master policies exceed amounts owed to entities other than AHM, Triad seeks a
declaration that such surplus Premiums be returned to the bankruptcy estate.

WHEREFORE, plaintiff Triad Guaranty Insurance Corp. prays for relief as
follows:

A. That this action be certified as a class action pursuant to Rule 23(a) and
Rule 23(b)(1) of the Federal Rules of Civil Procedure and Bankruptcy Rule 7023,
appointing the defendants as defendant class representatives and their counsel as class
counsel, and that appropriate notice be provided to the class pursuant to Rule 23(c)(2) of
the Federal Rules of Civil Procedure;

B. That the Court order rescission of the insurance policies identified on
Exhibits A and B;

C. That the Court determine which entity or entities are entitled to the
Premiums which are to be returned upon rescission of the master policies, and that the
balance of the Premiums be returned to the bankruptcy estate;

D. That the Court declare that plaintiff has no obligations under any of the
policies identified on Exhibits A and B;

E. That all costs of this action, including reasonable attorneys fees, be taxed
to the defendants; and

EF. That the Court grant such other and further relief as it deems just and

proper.
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P.O, Box 2300
Winston-Salem, NC 27102

MASTER POLICY

Triad Quaranty Insurance Corporation (& stock Insurance company héreinafter cafied the
“Company”) agrees lo pay the bslow narhed Insured, In consideratpn of the premism or
premiums {o be pald as hersinafter specified and In rellancs upon the insured's representation
and statemertts mads in &ny application far coverags under this Polloy and Inany documents
and writings, Incrudlng any dala trahsfered by elbclronic media refated thereto, any Loss dua to
the Default by & Bofrower on a Loan, subjéct (o the terms and conditions contained hareln.

The insured:  \yIYCAN ROME MORTGAGE

2370 CORPORATE CYRCLE
HENURESON, RV 83074

28-0069-0004 Original Issued 07/01/2005
Dato; Reissuad 12/08/2005,

.
.
. PR

Master Policy No;

In Witness Whereof, the Comparnyy has caused Its Corporale Seal to be herelo affixed and thare
presents-1o be slgned by is duly authorzed officers In facsimlle fo become sffactive as lis
original seal and signature and binding on the Company.

TRIAD Guaranty insurance Corporation

Secrefary

Presfdent
. WWMW ec 920,95

+ AasndHINSU ING.,HENO NEVADA
Nevadaﬂ
g IDG
Authon Signature

Foan 781 {2/44)




”»

)

Terms and Conditions

Deflnitions

A,'

Approprlate Précesdings means any legal or adminlstrative astlon by the Insured affacting sither the Loan or the
tile to the Property, and include, but are not fimited to:

1. Preserving and pursulng deflclency rights where appropriate and parmlissible and where dirgciad by the
Compsany;

2. Enforcing thelerms of the Loan as aliowed by the laws where the Propdrty s located;

3. Acquiring all of the Borrower's r'lght. titte, and Interest In the Property, but excluding any voluntary
convevarka u:}de‘r Condition IV.D,; or .

4, Asserting the Insured's Interest In the Properiy In a banktuptey provesding Involving the Borowsr,

-Botrower means any Person, requlréd lo repay the deb} obligation created ;iursuant lo the Lban.v Including eny

co-signer or guarantor of the Loan.

.Certificate means the document Issusd by the, Company pursuant‘fo this Pollcy and extending the Indicated

covarage opllon to a speclied Loan.

Botrower's Title 1o the Property shall mean all.of the Borrdwar's fight, tite, and interes! In the Property other then
unexplred rademptlon rights.

Ctaim msens the timely filed wrillen request, mads on a form approved by the Company, 10 recélve the beneftts
of this Policy.

Clalm Amount means the amount computed In accardanca With Condtion'v.B,

{
Consumimated means the fater of; .
1. The date on which the Loan was closad and all Loan doouments were executed; or

2. The date on which the funds under ths Loan were infilally disbursed to or for the accoun! of the Borrower,

Court Expsnses means the oul-of-pocket coel of Inllating and conducting Appropriate Proceedings or any
eviclion proceedings, These expenses Include costs of filing or serving pleadings, conducting discovery, and the
eniforclng of & Judgment, These expenses do not [nolude raimbursemant for any time spent by the Insured or the
Insurad’'s employaes, ofifoars or agents nor do these expenses indude attomey’s fees,

Defaull means the, fallure of a Bomower to pay when due an amount equal to or greater than one (1 } monthly
regular periodic paymem dug under the tems of a Loan, Inoluding any suoh amount due by reason of the
Insured’s exarclse of the right to accelerate the Loan, A Loan Is deemed to be In Default for that month as of the
glose of business on the Instaliment dus dals for which a scheduled monthly payment has not been medo. For
example, 8 Loan s “hree (3) months in Default” if the montbly Instaliments due on Januaty 1 through March 1
remaln unpald as of the close of business on March 1. i

Effective Dato moans, provided that the promium has been pakd as required herela;

1. For new Loans, 12:01 a.m. on the dats the Loan was Consummaised. A new Loan Is & Loan which was not
Consummated as of the date the Insured subgilted an application for coverags under this Pollcy} or .

2. Forother Loans, 12:01 aum. on the date of coverage as Indlcated on the Certlficats.

Environmental impairment means damags to the enviroment caused by any of the following conditions,
whather or niot the occurrence of any such conditfons was forfultous, expected, Intendad, eudden, accidental, or
gradual: ‘ :

1. The.emisslon, dischargs, disposal, dispersal, relsase, s6upage, or oscape of smcks, vapors, soot, fumes,
acids, alkalls, toxic chemicals, liqulds or gases, wasle materials or other Irritants, conlaminants or polfutants,

Into or upon fand, the atmosphera or any walsrcourse or bady of waler, or
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2. The generallon of odar, nolses, vibrations, light, elacticlty, radiation, changes In lemperature, or any other
sensoly phenomona. ' . :

Environnmentel Lien means any flen on Property pursuant to the Comprohensive Environmantal Respdnss,

Compansation, and Uabllity Acr and afl laws amsndatory thereof or eupplementary therelo, or any similar faderal
or state law providing for Heas In connacilon with the clsanup of Environmental {mpairments, or the
commgncement of legel or administrative procsedings that could result In such a flen.”

@ood and Merchantable Tile means tha e to the Propenty, free and clear of all lians (ncluding but not Vimited to

Environmental Uens)
except for;

1. Any llen established by publlc bond, assessmant ar tax, when no Instaliment, calt or payment of er under such
bond, asseasment or tax s delinquent; .

2. Any munlcipe! and 2oning ardinances and sxceptions to tille walved by the regulations of federal mortgags
insurers and guarantors with respeot 1o monigages on ono-to-four lamlly rgsidences In effect on the date on
which the Loan was closed and alt documents were executed; and

3. Any impediments which will not have a malettally adverss effect on slthsr the transferabliily of the Property or

the sale thereot to & bona fide.purchaser, .

Ingured means:
1. ‘The Person designated on the face of this Polley; and
2, Any Fersonwho haé become an Insured pursuan) o Condition I.J,

Loan means any nots, band, or'other evidence of indehledness secured by a morigage, deed of trust, or other
Instrument, which gonstitotes or Is equivalent 1o a firat llen or charge on the Property and which the Gompany has
underwrilten and approved and lo which coversge under this Policy has been extended. .

Loas means the Nabiifty of the Company with respest to a Loan calculated In accordanice with this Policy. A Loss
shall bs deomed to hdve occurred when & Defaull on a Loan payment oceurs, notwithstanding that the amount of
Losg ls not then eltherpresently ascertanable or dus and payable,

Person meang any Individual, corporation, partnership, assoclation or othsr entity,

Parfectsd Clalm means a Clalm recelved by the Company and contalning all Information or proof raqulred by the

Company. , .
Physlcal Damage means any tangible Injury to tha Property aceuring after the Effectiva Date of the Gertificate,
whsthsr caused by accldent ar othenwviss, not Including reasonable woar and tear, !

Pollcy moans thies contract of Insuranca and all commltients, sndorsements, schedutes, and Certlficales
relatlr]g herelo, which are incorporated hereln. . .

Possession of ths Property means aotual and physical eecupancy and controf of tha Property.

Propetty means the Resldenlial real property and all Improvements and fixtures {hereon which secure the Loan,
togathar with all easements-and appurienances, all fights of sccass, all tights to use commeon areas, recreatlons!

and other faciilles, and all replacements or addiflons thereto,
r

Resldential means!
1, A type of bullding or @ portion thereof which Is daslgned‘(or ocgupancy by not more than four {4) famillss; or

2. A-singls femily condominium or PUD unit
Servicer means the ‘Person'deslgna!ed by the Insured and approved by the Company lo service a Loan pursuant

to Condhtion fL.L . . . . ,
Any pronouns, when used hereln, shall mean tha single or plural, mascuting or feminine, as the tase may be,
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Coverage

A. Application and Certificate—In order to obtain an extenslon of coverage under this Pollcy to'a Loan, the Insured
shall submft an appligation on forins furhished by or acceptable to the Company. The writtan application for
original coverage or ar increase In coverage on a Loan undsr the applicabls Certificals, together with all
supporting documentation and répresentations, dra fncorporalad herein by reference. Approva of any

appilcation shall ba a1 the diseretion of the Company and shall be In ths fomn of a Cartificale which exlends.

- coverage pursuant to the terms and conditions of both this Poficy and the Certificate,

initial Premism—Within fiteen (18) days from the Eflective Date of the Ceriiflcats, tHe fnsured shall rérWaxd the
appropriats Initlal premiunt due to the Company. The Insured shall be entitied to & 30-day grace perlod for the

paymen! of the Inltfal premium. ) ‘

., Renewsl| of Certifficate and Cancoliation for Non-Payment of Renewa! Premlum—The snflre ronewa! pramium
for & Gariiflcate shall be due and payable withln forty-five (45) days after the coverage date through which the
pidor pramium on the Ceqificate had been pald, The Company shall glve the Sarviasr (or the Insured, If the
Company’s racords do not indlcats that & Séivicer has been appolnted) notice of the renewal premium due dats
of each Certificate, Upon payment of the entlre renewal premium when due, fhe Cartificsle wili be deemed
renswed, i the Insured fajls to maka this payment within the forty-five (45} day period, the Habliity of the

- Company for any Defauit not then exlsting shallterminate as of 12:01 &.m. on the first day following the coverags
date through which the prior pramium had been pald, except thel any Default occuriing within the ferty-five (45)
day period which results fn a Clalm belng filed will be coverad and any dus and unpalr?ranawat premium for the
Certificats tough the end of the'applicable rangwal period wif ba deducted from the Logs payment. [n the svent
coverage hereunder for a Loan lapses dug to fion-payment of premiym aitdbutabls to the iranster, selzure, or
sumender of servicing fights with respes! to such Loan, coverage shall autgmallcally be relnstatsd, retroactive to the
date coverage had japted, provided all past due promiums with respect to the Loan are pald to the Company

within 80 days after the lapse commenced.
Canoeliation by the Insured of a Certificale—The {nsured may cance! a Cerllficate by refuming the Cerlificate to

D,
ite Company or meking & written raquest for cancellation to the Company and the Company must comply, Upan

raceipt thereof, the Company shall ralund or dollect such sum as may bs determinad {o be dus In secordance
with the appropriate canceliation of premium cchedule then In sffect and furmished to the Insured, Howaver, no
refund an a Certificate wilf be pald if a Glalm has been fllad, Canvellation of & Cenlificate will not cancol this Pollcy.

Cancelfatlon of Policy—Elther the Insured or lhe Company may oancel this Polfcy by providing thiry {30) days’
{forly-tive {45) days In Florida) written notice of cancsilation of the Polloy. Afler the effoctive date of cancailation,
this Policy shall continue In full force and bifect with respect to Certifioatas Issued prior (o the effeclive date of
cancellation, subject to alf of the lorms and condltlans of this Polloy and the Certifloatas, bul In ell oiher respects

this PoBcy shall be consldered null and vold.
Loan Modifications—Unless advance written approval is'obtatned from the Company, the Insured shall not

£
make any changs In the tarms of the Loan Including, but not limited fo, the horowed amount, Interes) rete, temm,

or gmortization schedule of the Loan, except as.permitted by the terms of the Loan; nor any change In the
Propesty; nor release the Borrowsr from Hability on the Loan, If any of the foregoing events occur without the
QOompany's &dvance written approval, the Campany’s Hability for coverage under lts Cerlificate shall terminate as

of the dale such event occurs and the Company’s llabliity shall ba limltsd to the return of @ porlon of the premium -

pald prior 1o the date of such avenf In accordahce with the appllcabls cancellation schedule and &l premiums
‘paid after the datg of such event. .

" ofthe Company has been obtalned, The Insured shall pay the Company the additional premium due at the then

prevalling premium rala. .
Assumptions—{f a Loan Is assumed with the pilor abprova! of the Insured, the llability of tha C;Jmpany for

H.
coverage under {ts Ceriificate shall terminate as of the date of such essumplion, unless the Company epproves

the assumption in writing or the Borrowsr's liabllity under the Loan has nol been refeased. The Company shall nol
unreasonably withhold approval of an assumptlon, Upon temmination of coverage under this Conditlon, the
Compauy's Habillty shall ke Timlisd to the return of a porion of the premlum pald prior to the dats of such
iarmination In accordance with the applicabla cancelfation scheduls and alf premiums pald after the date of such
termination, It]s understood that coverage wii continus, and that the restriction of this Condfifon shall not apply,
if the Insured cannot exarcise & "due-on-seie” clause under the Loan or spplicable law,
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Sdrvicer—Ths Insured may transfer (by sale or otherwlss) the right to servica a Loan, subject to the Company’s
writtsn epproval. The lasured shalf furnish wiitten notios fo the Company wihin {fility (30) days after the date the
sarvicing Is transforred. The Company may withdraw fts approval of any approved Servicer by fumishing wiitien

notice to tha Instred. The Insured shall repiacs a 8srvicer as to which approval is Withdrawn withirninety (80)
days after recelpt of the Company’s notics of withdrawal, Tha approved Servicer shallhe considsred tho agent of
the Insured wilh respect to all matters invalving this Policy, ineluding but not limitad to the glving ardf retelving of
notice of a Clalm, the cancellaion of a Certfficats, the payment'of premiums, end the recelpt of any premium

refunds that may become due tinder this Poliey, and the Insured shall bs bound by the acts and omissions of the
Sarvicer as If they were the Insured's own acts and opnisslons, . )

Change of Insured—I{! a Loan or & majority particlpation In.a Loan Is sold, asslgned, or transferred liy the
{nsured, coverage under the Cerfiffcate wilt continue with respect to the Loan, and ths new owner ormajority loan
parifdpant shall be consldered the Insured(s} hereunder from the date notica thereaf Is glven to the Company, Il
the new owner or majorily loan participant ks an Institutlonal fvestor-approved by the Company In advarnics, o
otherwige from the dale the new owner or loan participant is approved in writing by the Company; provided that,
In sither case, the Loan contnues o be serviced by & Ssrvicer approved by the Company. For purposes hereof,
the Fedbral National Mortgage Assoclation snd the Federal Home Loan Morigage Corporation are considsred
approved Institutional investors, Coverage for any Parason becoming an Insured pursuant to this Condition shall

+be subject to &ll of the terms, condliions, and exclusions'contalned In this Pollcy andloall defenses to coverags
-gvatiable to the Compery agalnst the orging! insured. Approval by the Company of a chahge of ingured shall not

constiiute a wa}ver by the Company of any rights under this Folicy or any coverags dafenses.
Coordination and Duplication of Insurance Benslite— '

1. agjf porilfon of the Lean Is uninsured, all payments made by the Borrowsr under the 1erms of the Loan shall
be aliocated to the insured portion of the Lean In the same ratllo as the Insured princlpal amount bears lo the
tola) princtpal amount of the Loan, Any payment of a Loss hereunder shall be likewlse allocated on the same

pro-rata basls, .

2, Ths Insured shalf not cany duplieate mortgage guaranty Insurance {other, than mongage guaranty pool
Insurance or supplemantal mortgage guaranty Insurancs) on any Loan.

3. - The coverage under this Policy shallbe excess cver any other insuranca which may epply to the Loan, except
for martgege guaranly pool Insurance or supptemental morlgage guarenty Insurance,

Exoluslons From Cr')ve;rage
The Company shall not be lisbie for, and thé Poliy shall not apply to, extend lo, or cover the following:

A,

Balloon Payment—Any Clalm arfaing out of or In connection wiih the failure of the Borower o make any
payment of printipal andfor Interest dus under the Loan, which paymant aises bacause the Insured exerclses lts
fight 1o call the Loan when not in Defeult or becauss the term of fifs Loan Is shorter ihan the amontizatlon porlod,
and which payment is for an amount more than twice the regular periodlo payments of principal and intersst that
are set {orthin the Lown {commenly referred to gs & “Balloan Paymant™); provided, howaver, thet such exclusion
shall not apply if the Insured or lis approved Serviver offers the Borower a renewsal orextension of the Loanora
new loan &t market ratss, oltherwise subject to Section Ii.F,, In an amount not fess Whan the then outstanding
prncipal balance with no decrease In the amortizalion period. The excluston shall not apply i theBomower {9
notified of the availabllity of a renswal or extension of the Loan ora naw loan and doss not seek such renswal,

extoasion or new foan.

Effective Date—Any Claim resulting from a Default cccurring befors the Elfaclive Date of the Polley or
Certiffcats or after Its fapsa or cancellation, ualess coverage Is renawed in accordasnics with Condition I1.C,

Invomplete Construction—Any Clalm when, as of the date of such Clalm, construotlon of the Properly ts not
completed In accordancs with thi construction plans end spaclfications (other than construction of repalrs for
Physice! Damage occurring after the Effeciive Dats of the Cerilficate).

Negligence and Fraud—Any Clalm lnvolving or eﬂslrfg out of any dishonest, fraudulent, criminal, or knowingly

' wrongful act (including error oromission) by the Insured ot the Setvicer; or any Clalm Involving or erising out of

negligance of the Insured or the Servicer, which negligence elther (1 ) s matera! to the acceplance of the fisk or
to the hazard assumed by the Company or maferially contributed to the Dstault resulting in such Claim,
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( or (2) Increased the Clalm Amount, excep! that If the Company can reasonably determine the amount of such
Increase, such Claim will not be excluded, but the'rslated Clalm Amount will be reduced by the extent of such

amount.

) € Noa-Approved Servicer—Any Clalm occurrdng when the Servicer, at time of Defauft or thereafier, was not
approved by the Campany, provided that if approvel ofthe Servicer Is withdrawn by the Company pursuant to
Condition 1, the Servicer shall be deemed approved for purposes of thie Condition untll 80 days altar ths
Insured has recalved the Campany’s notice of slsapproval, .

£ Environmantal Impafrment—Any Claim Ivolving Proparty that Is subject o fangiblg Injury caused by an

Environmental Impalrment, which has not boen removed or remediated by the insured In sccordance
with applicable federal, state, or loval standards, snd which was I existence prior lo the Effective Dals of ths .

Cerificate and .
1, orlgnated oulslide ihe dwelling (except radon);

2. was the prnclpel cause’of the Defaul;
. 3. wasnotknown to the Company on the Effective Date of the Cartiflcate; and

"4, renders the Res!ddntia) structure on the Property uninhabltable, For purposas hereol, a structurs shell be
. considered "uninhabitable” If generally recognized standards for residential occcupanoy ere violated or If, In
- the absenoe of such standards, a raasonsble person would conclide that the structure’ does not provide a

reasonebly safe place to five without fear to hialth or safety, °

V. Conditions Precedent to Payment of Logs . .
u‘l‘s a condltion pracedant to the Company's obilgalion to pay & Loss that the Insured comply with all of the fallowing
réquirements: . . .

" A. Notice of Default~The Insured shall give the Company wittton notica: ' '

:3 1, Within forty-five (4'53 days of the Default, if it socurs when the fivst paymem’ls dus under the Loan; or

2. Within ten (10) daya 6! the earlior of either

8. The date when the Bomower becomes four {4) months In Default on the Loan; or

b The dale when any proceeding, Including Appropriate Procgedings, which affscts ths Loan ortha
Propetty ot the Insured's or Borrower's Intsraat thereln has besn slansd, .

3, The Gompany shall not deny & cfalm by reason of the Insured's fallure fo provide timely notloe as provided
above unless the Company Is materially prejudiced by such faifure or wilten notloe Js not glven lo the

' Company within twelys (12} months after such notice became-untimaly, In the svent the Cormpany payaa
clalm as lo which nofice was not given timely, alf Loan nterest accruing during the perfad of Iateness shall be

exoluded frgm the oaloulation of Loss,

8. Monthly Reports~—Following a notlce of Default on a Loan, the Insured shall give the Company monthly reponts,
on fams fumished by the Company, on the slafus of the'Loan and of the semvicing sfforts undertaken (o remedy
the Dojault. These monthly reports shall contlnue untll the Borrower is no longer In Défault, the Appropriate
Procaedings terminate, oruntll the Insured has obtalned Borrowsr's Title to the Property,

C. Company's OpYons tiftsr Notice of Defgult-—

o 1, If the Company 8o requasts, the Insured shajl permil the Company o nsslst the Insured in {he collection of
monles dus under the Loan, including bul not limited to activiles such as obtalning Information from the
Borrowsr, attempting to develop payment schedules accaptable to the Iasured, oonduoting Proparty

Inspections, and requesting appralsals of the Property,
’} 2. ifthe Company s0 directs, at any lims afior receivingihe Insured’s Notice of Default, the Insured shall ffe a
Clalm within twenly {20) days and the Company shali make a paymaent of Loss In accordance with Condition

V.C.2. Thereafter, foflowlng acqulsition of Bomower's Tils o the Propsity or either of the events describsd
in Condition V.A.2, or V.A.3,, the Insured shall be entitled to flils 8 suppiemenial Claim in an amount
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squalta the sum of the advancas, notinciuded In the Inltlal Clalm, made by the Insured undsr Condilion V.G,
subject to the limllalion of Condllion V.B,1.0., less the seven deductions spscified in Conditfon V.8.2,, to the
extent not deductad In the payment'of the Inifla! Gleim, and such supplemenial Cla)m shall be pald by the
Company In eccordance with Condltfon V.C.2, For purposes of caloulating the'supplemanta! Claim, alt
amounts relmbursable to the Insured pursuant to Condithon IVH.2. shalt be reimbursed fa full,

D. Voluntary Gonweyatice—The Instfed may accept a convayancs of litle from the Borrower In fieu of foreclosure
or other procsadlng iz

1. & Thaabillyofthe Insured to prasswve, transfar and assign {o the Company the insured's rights against the
‘Borrowar Is not impalred; and .

b, The righia of the Company under this Policy against such Borrower are not adversely affscted; or

2. The written spproval of the Company hes been obtained. .

B, Appropriate Procsedings~—The dnsured MUST begin Appropriate Procesdings when the Loan hacomes siX {6)
months In Defaul} upless the Company provides written Instructions that some other aclion be taken, The
Company reservss the ight to dirso hs Insurdd to inatitute Appropriate Proceadings at any time afier Default,
When eithar defending ageinst or bringlng Apprapriate Procsedings, the sured shall report e slatus of these

proceodings to the Company as reasonably end expadifousfy as pussible. .

In conduciing Appropiiate Proooedings, the Insured shal:
1. Diligently pursue the Appr'cprlate Procesdings once they have begun;

2, ~ Apply for the appointment of & reoeivar and assignment of rent, If pashilted by faw end requested by tha
Company; .
3. Furnish the Company with coples of all notices and pleadings filad or required in the Appropriate
Proceedings; .

4. Actso that lis abllty to prasetve, transfer and asslgn (o the Company ia rights agalnst the Borrower Is not
Impalred; and so that tha rights of the Company under this Folloy agalnst the Borrower are not adverssly
afleclat, Including any tdghls to obtaln a deflolency Judgment In accardanca with Condition {V.H.;

5,  Furnish the Company with a wiltten statement Indicating the astimated potentiai Loss, calculated In
accordance with Condition V.B., at leas! filteen (15) days before the foreciostire sals; and -

Bid an emount et the forealostie sale Which fully protacis the rights of the Company under this Polley against
the Borrowsr, including any righta to obtaln a deflcienoy judgment in eceordanca with Condilion {V.H.The
Insured shafl foliow the bldding Instructions, If eny, fumished by the Company. In the absence of sich
Instrudgons, tha Insured may bid the amount necessary to cbtaln Borrower's Title to the Proparty. if the
Insured is unable to obtaln Borrower's Titla to the Properly because it [ollows the Company’s bidding
instructions that spacty a maximum bld or the winning bld price exceeds the Insured's estimate of the
"Propenty’s market value, the insured shall be onlitled to fie a oleim under the Pollcy for the lesser of {a) the
Loss paysbla In accordance with Condltion V.C.2. end (b} Us diference between the Loss payeble in
argondance with Condltion V.C.1, and tha net procosds rpalized at the foreolosura sale. f the Company
specifies & maximum bid that results In the arnount described In (b) above exceeding the amount described
in{a) above, ther the Insured shall be enllled to file a daim tnder the Pollcy for the greatsr of such amounts.
1f the Company specifiss a minimum bld thet Is fesa then the diiference betwaen tho Loss payable-in
accordancs with Condition V.C.1. and the Loss payable In accordance with Condilion V.(.2. and the Property
(5 redosmed from the Insured for loss than the amountowed under the termns of the Loan, tho Insured shalibe
entitted to file a clalm for tha difference belween the Loss payable In accordance with Condifon V.C.1, and

the redemption price of the Property.

F. Mitlgation of Damages—

1. The Insured shall eotively coopsrate wih the Company lo ;;raven( and mitigate the Loss and lo assls the
Gompany [n the Gompany’s atismpts to prevent and mitigate the Loss, ncluding but not limlted to good falth
efforts to effegtuale the eary dispesitlon of the proparty, The Company willadminister the Pollcy In godd
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2. Ut such tfms as the Company walves its right to setile a Olalm'ln accordance with Conditlon V.C.1, or lts

fight to elect such method of setllament has explred, the Insured shall not executs & binding contract 1o self
the Propery withoul the Company’s prior epproval, Furthsr, the Insured shall authorize its broker 1o rejéase
1o the Company markaeting Information for the Property when requested by the Company, unless the insured
ghall have nolified the broker that the Company’s right to elsct to seitle a Clalmin accardance with Condition
V.C.1.'has baen walved or has expired, If the Insured wishes to abtain the Company’s appraval to exacute a
binding contract to sell the Properly, It will submit o the.Company Infermation conceming the proposed Prop-
- arty sale, the sxpanss lems proposed by the Insured to ba deducted from the gross proceeds of sale for pur-
poses of Conditlon V.C.3., end the [nsured's then-estimated amounts thereof, The Company will approve or
foject the propoged ssttfement and will not requlre the insured to make counteroffers.If the Company sleots
to settle the Claim in eccordance with Condition V.G 1., R will thereafter conitrol the marketing of the Property,

3. Advances—The Insured shall advance real estate property laxes and notmal and customary hazard insurance
premiums, foreciosurs and evicton costs (including but not limited to Coun Expenses and reasonable attomeys'’
fens), and necessary and reasonabla expsndes for the protection‘and preservation of ths Property, The costs of
repeldng Physleal Damage to the Propsily shall not be considered an approvable @xpense.

H. Deficlency Actlong—~ .

1. If efthey the Company or the Insured elocis 1o pursue a deflclency judgment against tha Bomower, such party
stall notify the other and together they shall determilne for whose benefit the rction shafl be undertaken afier

vopsidering all material information avallable, Any amounts collssled from & Judgment thereon, less posi
Judgment collection costs, shall be pald (o the party for whose berieflt the sotlon was commenced, If pursult”
of the dellclency judgment was underteken for the tmutual bensflt of the Company and the Insured, (a) the
rights agalnet the Barrower will bs held folntly, wih each plaintif having full and undivided rights agalrtst the
Borrower, and {b) the Company shell be entilfed to & percantage of tha net amount collected, determined by
dividing the tofat Loss pald by the Company with respect to the Clalm by the gross amount of the deflclency
Judgment, and the balance shall be pald o the Insured, Unill payment of Loss by the Company, the Insured
shalltelaln control and management of & deficlancy action underiaken for the mutual benefit of the Company
and the Insured; and {hereafier the control and manegamerit of suth actlon shall ba In accordance with the
Company's Instriotions, provided that the Insured may retaln control and management tf, daterminad at the
Ume of payment of the Loss, the Insured has mors at fisk than the Company dua to myltiple loan defaults by

tha same Borrower,

i{the bursuil of a deficlency judgment will cause additional expeanss, whether through delay‘ I the insured’s
abllity to obtaln Borrower's Title to the Property {fres'of any redemption rights) or otherwlse, all rdvances
mads by the Insured pursuant to Condition {V.G., notwithstanding any limilation thereon oontinued to

Condition V., and the amopnt of Intarest on the Loan computed at the contract rats stated In the Loen which
ars pald or acerusd solely bacause of such delay In obtalning Bortower's Tile to the Property shell be

reimbursed as follows:

1f pursult of the deflclency Judgment was undertaken selely for the Company’s beneft, alf such amounts

a,
shall be added to the Loss payable by the Company hereunden .

b i pursult of the deflciency Judgment was undertaken solely for the Insured's bensflt, no such amounts

shall be recoverable hereundsr; and .

* ¥ pursult of the dsflcfency Judgment was undernksn for tha mufual benefil of the Company and the
insured, all such amounts shall be alfocated betwesn the Company and the Insured in the same
proporiion to whish they are enfitied to share In the deficlency judgment, and eppropiiate seitlement
shall be made in accordence with such affocation. A seitlament ehall be mads upon conoluslon pf the
deflclency action for lems pald or acciued through such date, and a Hinal seilement shall be made after

completion of any collaction sfforts.

L ‘Ciahn,ngonnauonﬁn order ta make & Perected Clalm, e Insured must provide the Company. with the followlng;

1.
2

3,

A complated form approved by the Compény {or payment of a Clalm;

Al information reasonably requested by the Company,

An executed frustee's or sherll's dasd, or other evidence satisfactory 10 the ,Company that the foreclosure
sale has bagn complated, ora deed from the Borrower n the cage of & volunlary conveyencs, demonstrating

that the [nsured has obtained Bayrower's Tile tothe Property; and
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4. Accass to the Properly If requested by the Company;

provided that the Insured shall not be required to comply with sult?:amgraphss ard 4 above if the Property {s
redoemed by the Borrowar pursuant to the exerclss of redsmption rights artsing in & forediosure sale orls
conveysd toa third party pror to the fillng of a Clalm In aforeclosuce'sale or i an varly disposition of the Property

appraved by the Company.

Y. Loss Payment Prgcedurs . .

Flling of Claim—The Insured shall flle a Clalm no Jater than sixiy (60) days following the first ko occur of the
following a'vents‘.

1, The acquisition by the Insured of Bosrower's Title to the Proparty and the explration of any redempon rights;

A

2. Tha dispostion of the Proparty o t third party at & foreclosure sale; or
3. Tiw ey disposition of the Propetiy to a tird party with iha Gompany’s epproval pursuent lo Conditon VA

tiha Inswred falls to file & Clalmwithin tha time prescribed, suchfaliure shall be deemed ko have beanand slaction
by the Insured to walve any right to any bensfil under this Polloy with raspect to the aifected Loan unless the
Compary agreas otherwise.

Caloulation of Claim Amount—The Claim Amaunt shall be an amount equal to the following:

1. The sumaf ' )

a,

b

o

The amount of unpald principal balance dug under the Loan as of the date of Defaulty

The amount af accumulated dalinquent interest due on the Loan, compuled at the contract rate stated kr
the Loan, through the date thatthe Glaim ks submitied fo the Company or, If eatller, the dete Sixty (80)
days after the oceurrence of the applicable evan{ described In Condition VLA, and

The amount of advances méde by the Insured undsr Gonditfon IV.G.; provided that

{1) Auomey’s fees advanced tereunder shafl not exceed three parcent (3%{ of the sum of the unpald
principal balance and the acoumnfaled intersst payable In aocordance with Condlion V.8.1.5; and

torated through the date the Clim s submitted 10 the

(&) Payment for such olher auvances shall by
Ogduys after the occurrenca of the appifoable svent

Company or, If earller, the date sixty (6
described in Condition V.A,

.

2. Minus ths stim of

a,

<.

£,
g

. Company slects to setlle the Cla

The amoun! of all repts and other payments {excluding proveeds of fire and extended coverage
{nsurance} coliecled or recelvad by the Insurad, which are'derved from or fo any way refeted (o the

Poperty (other then proceeds of & sale of the Property);
The amount of cach ramalning In any esciow account as of the fast payment dale;
The amount of vash to which the Insured has retalned the right of posseselon as securlty for the Loan;

Thb emouhl pald under appifcable fire and sxlended coverage palicles which are not applfed to estoring
and repalring the Property, If the Property suffered Physlcal Damage, and which has not bsen appiled lo

the payment of the Loan;

The estimated cost to repalr Physlcal‘[)amsge tothe Propertvv, il more than $1,500.00, but only if the
Im pursuant 1o Conditlon V.C.1, and the Insurad does not elect to

perform such repalrs; .
The emount sxpendad by the Insured for advances not authordzad by Condition IV.G; and *

‘fhe amount of any payments of Loss previcusly made by the dompany ornihe Loan,

3 ifeLoan has been divided Info secured and unsecured portions pursuant o proceedlhgs under the fedaral
banksipicy faws, the amount of Loss shall Include unpald princlpal due under the unsecured porion of the

« *Pego®
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Loan, evenif the Borrowerhas besn released from such portion of the Loan, with Interest thereon computed
ar the nofe rate from he dale of Default through the dats refsmed to In Condiiion V.B.1.b.

Payment ot Loss—~The Company shall slect the methad of Loss seftlement, as provided hareln, within sixty (60)

) days afterthe Insured has filed & Clalm in accordance with Conditlen VIA., whether or not the Company has made

a final detarmination to accapt the Claim, f additional information ls requirad in ordsr to make the Claim a
Perfected Clalm, tHe Company must request such Information from the Insured within twenty (20) days after the
date the Claim was filed, whereupon the 80-day petiod shall be suspended untl such addiiional iInformation is
fumished to the Company. # al any tims prior 1o fig Sattfement efsction the Company fs denled feasonable access
to the Property, the 60-day period shall be suspenrded untll such acreas |s mades avallable to the Company. The
Compary shall sslsct from the following settiement options, et lts sole discration:

1. Acquire Ulie to the Property and pay the Claim Amoun! calculated in accordance with Condition V.B, The
Losa shall be payable only If all of the following conditlons are salisflad:

g8, TiHe to the Praperty Is conveyed 1o the Company by delivery of & recordable deed In normal and
customary form, containing the usua{ warrantiss and convenants and convayling o the Company or s
deslgnes Good and Merchantable Title ta.the Property, togeiher with evidence satisfactory to the
Company, In the form of a tithe Insuranae polly approved by thé Compay or an opinfon of fitla from an
aftomey approved by the Campany, that the Insured has acquired and can convey to the Company of s
deslgnee Good and Merchantable THle to the Propery; . ‘

All Physical Damage lo the Propery has been repalred by ths Insured, but only If the cast of repalrs
axcaads $1,500.00 and the Insured haa slected to repalr Physical Darnage to the Proparty In llau of
sccapting & dedudtion from the Loss payment pursvant to Condliion V.B.2,8, if the Insured elects o
scoepl a dedugtion from the Lose payment In llsu of performing repalrs, the Insured shall, at the
Company’s request, assign all of the Insured's dghts, lite, and Interests In any and altinsurerica policies
parialning {o the Proparty {bu only to the extent the proceeds thereo! have not been dsducted from the

Loss pursuant to Condllion V.8,2.4.); and
c. Possession o tha Property s fumishsd 1o the Company.

b,

by

v

. 2, Payapercentags of the Clalm Amount pursuant to the coverage option speclifed on {he Cerfificats. If the

Company elects to pay tha Loss under the terms of this subparagraph 2, the Company shall have na rights in
the Propanty end ths fitle to the Property shall be ralelned by the Insured; or -

3 Ifthe Property i5 redeamed by the Bosrower pursuant to the exerclsa of redernption rights arlsing In a
foreclosure sals of s conveyed lo a ifilrd pary prior to the date the Loss payment becomss dusina
forealosure salg or In an garly disposiiion with the Company’s approval, the Company shall pay iha lasser of
(g} the Loas caleulatad In accordanca wiih Condttion V.8, minusthe net proceeds of such dispostifon (.e,, net
of aolyal and reasonable marketing and closing coéts), or (b) the percentage of Loss calculated tn
agcorddnce with Condition V.B, pursuant fo the coveraga option spacified on the Cartificate {unless the
Company s required to pay the greater of amounts (a) and (b) under the specilic clrcumstances described In

Conditien IVE.S.).
~ Except .as provided In Gonditlon VLG, payment of Loas shall be made not Iater than the end of the 80-day

eriod or, If setlermnent Is to be made Inaccordance with Condition V.C. 1, notiater than ten (10} days-afier the
nsured notifias the Gompany that it hag satisfled aif of the condiilons stated therel, or ths end of the 60-day

psitod, whichever is {ater.

D, Discharge of Obligation—Any and all z'aymenteln the full amount required by Condition V,C., plus arly amaunts

required by Conditlon IV,C.2 and Condltion JV.H.2, shall be a final discharge of ths Company’s obligatlon with
respect o such Loss under this Policy,

Vi Addiional Condttlons
‘A, Proceedings of Eminent Domaln—in the event that parl or all of the Property Is taken by sminent domaln,

condernation or by any other procesdings by & federal, state or focal govemmantal unit or agency, the Instred
shall require that the Borrower apply the maximum permissible amount of any compensation awarded in such
proceedings to reducs ths principal balance of the Loan, In accordance with the law of the jurisdiction whsre the

Property Is locaied.

Poga 10
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Subrogaﬂon-*.

1. To the extent psnmitted by applicabla law, tha Company shall be subrogated pro rata (with pro mia sharea
datenmined In accordance with Conditlon IVH,) to ell of the [nsured’s fights of recovery agalnst the Borowsr

, and eny other person o organfzation relating to ihe Loan or ta the Propaly; except that the Company will ba
entltfed to all such Aghts It It Is determinad pursuant to Condition IV, H. ihat anly the Gompany wiil pursua
such rights or if the Company pays such Loss pursuant to Gondfilon V,C. 1. or. Cengition V.C.3.(a); and except,

furthar, that the Insured wiil be eniifled to all such rghts If It Is determined pusuant to Condliion V.H. thal -

only the Instred will purstie such rights or if the Company Is not entitfed by faw to pursua such rights. The
Insured shal] exsctrte.and deliver at tha request ofthe Company such Instruments and papers and undariake

. such actions as may bs necessary to transfor, essign and secure such rights, The insured shall refraln from
any action, elther befora or afler payment of a Loss hereunder, that would prejudice such rights,

2. The execltion by the Insured of a reloass or walver of the right to collect the unpald balance of a Loan shall
reldass the Company from its obligailon under Uis Certifioate to the extent and amount of sald relesse or

walver, anything in this Pollcy 10 the conlrary notwhhstanding. .

Clalins Dalay—H tha payment of Loss Is delayed pending anlnvestigation by the Company of possibls coverege

defenses or for any olher reason, simple Interest on the amount thereof, computed at the contract rate or rales
stated In the Loan through the date the Losg s pald, shall be added to the Loss payment, i no event shall the
Company delsy ts degision to accapl or deny & Clalm more than ons hundred twenty (120) days after the gate the
payrrent of Loss was otherwlse required pursuant to Conditlon V.G, The dsnlal of & Glaim shall not abate the
rccrugl of interest pursuant to this Conditlon VLG, If It is ultimeataly detormined, by legal procsedings or
otharwiso, that the Clalm ts covered under the Polloy.

Mlsrepresenitation and Materlalily of Obligations—The Insured agross that elatements made in matiers

* presented by R, the Borrower; or any other parly In any application for coverage undor this Bolioy, and In the

appraisal, the plans end apacifications, and other exhibils and documents submitted therewlh or at rny tma

thereafier are (e Insured’s representations, and that the Compary has issued the Ceriificats In rellance onthe

correctness and complsteness thereof,

Notlce—in additfon 1o &l other maans of communlcation deemed acceptabls by the Company In wiitlng, 8ll
notices, claims, tenders, reporis and olhsr data required to be submitted to the Company by the Insured ghali be
malled posipald o the Company at P.O. Box 2308, Winston-Safem, North Carollna 27102, The Company may
change this sddrass by giving witten notiae to the Insured. All nolices to ther Insured shall be postpald to the
address on the face of this Polioy or the last mown address Unless the Company Is otherwlss noffied in wilting,
The Company and the insured may mutually agree that nollces shall be sen! lo any sddilional Person, No llablity
lsincurved by the Company i it Is discovered thal nolice shoufd have been sent 1o & Peraon other then the tnsured
or such additional Persons theretofore mutually agread upon,

Reporis and Examlnatlons—The Company may ca.l!'upon the Insured for such reports pertalning o any Loan
insursd hereunder as k may deem necassary and may Inspeat the books or acoounis of the insured as they

periain to any Loan nsured hereunder,

Suft— ¢

1. Nosutt ar acllon for recovery of any Clalm underf}'vls Policy shall bs sustalned i eny courd of law or equlty

unless the Insured has substentlally compiled with the terms and conditions of this Polley, and unless the sult
or action In equity Is commenced withia thres (3) years [five (5) years in Kansas and Florida] alter the Glalm
has bsen filed with tha Company. No sult oraction for Claim may be brought against the Company unti! sixty

(60} days Irom the date that the Claim Is fllsd.,

2. Ifadispule arisas concaming the Loan and involving sither the Property or the Insured, the Company has the
right to protect its Interest by defending the sul, even U the allegations contalned in such sult are groundiess,
{alse of Traudulent. The Company Is not raquired fo defend any tawsult invalving the Insured, the Proparty or
the Loan, The Company shall efso have the right to direct ths Insured {o Institute a sult on the Insured's behall,
gt tho Company’s expenss, If this sull Is consldered necessary or appropiate by the Company to preserve te

Company’s tighls,
H, under applicabls law, the Borrower successfully asserts 4 defonse which results In e relsase ln whole or

' Inpertof the Borrower’s obligations to repay the Loan, the Company shall ba releassd tothe ssmeextem and

amount from its ftabliity under this Polioy except as provided In Conditlon V.B.3,
) v . Paga 11
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H. Conformity to Statute~Any provision of this Policy which Is In conflict with the law of the jurlsdiclion In which

the {nsured 13 locsted ls hereby amended to conform fo the minimum 1equiraments of that law,

Special Conditions——Tha Company will net rescind coverage ¢r dany or adjust & clalm with respect to a Loan
on iha basls of & fallure to salisfy a spacial condllfon (other than a spectal condition relating to completion of
constructing rehabifftation or repalrs) If tha Borrower has mada fwenty-lour (24) conascutive monthly payments

from the Bomowsr's own funds.
Premium Refunds—if a Clalm Is excluded and the Company Is not othgrwise prejudiced or damaged iharaby,

" the Company shalf refund lo ths Insured a portfon of tha pramium pald ofi the Corlificate prior o the date of the

event giving rise to such exclusion In accordance with the applicable canostiation schedule and all premiums
pald after the date of such svent.

Incontesthblltty—~Subjact to the satisfaction of all of the condltions set forth bslow, the Gompany agrees notto
rajact or dony a vlalm for benefits under this Polloy by ragson of fraud, negligence, pmisslon, errer, or |
misreprasentation In the applivation {or goverage of a Logn, or In any stalemsnt, decument, exhibit, or
Information submifted In conneotion with an application for coverags, This provision will not apply unless aff of

ihe following conditions eve satistied;

1. The'Insured, ady offlcer, employes, or agent of the Insured, any mortguge broker or intsrmediary
undewriting or orighnating the Loan, orany ather Person under contract with any of the foregoiny Parsons
acting withvespsctio the Loan or the relaled Property transatfion (including but notlimltsd to an appratser,
asarow agent, or closing agerm) did not possess or otherwlas acquire astual knowledge of such fraud,
negigencs, omission, eror, or misrepresantation prior to or within twelve {12) months after the Effective Dats

of coverape wih raspact to the Loary

2. The Company dld nol acquire actual knowladge of such fraud, hegligence, omisslon, error, or
miereprosentation priorto of within twalve (12) months afier the Effective Dats of coverage withrespect toths
Loan or If such knowledge was acquired by the Company within such twelve-month perod, the Company
Talled to rescind coverage withn thirty (30} days aflerths dats It auquired such knowledgs; end

3, The Borrower has made twelve (12} t:onsecmn'/e regt;lariyuevhsduled loan payments prior lo the datg the
Loan went inlo Detaut, ulllizing funds avaitable to Bomower from sourciss other than any Pergon described In

conditlon 1 sbove, .

.
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o TRIAD GUARANTY INSURANCE CORPORATION
. SHORT RATE CANCELLATION SCHEDULE
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NEVADA STATE PROVISIONS ENDORSEMENT

1. Tt is agreed that Section I-B, Cangellation of Policy, is deleted from the Poh’cy in ity entirety and replaced
with the following:

Cancellation of Policy by Imsured - Tho Tnsured may canwl this Paficy by prowdmg adVvanced written notice

of camcallstion of this Policy. .

Cancellation of Poliey ox Certificate by the Company « If this Policy has been in cﬂ’ect for seventy (70) days
or mora, or if this Policy is a yenewal oF & Policy the Iustrer fssued, the Zasurcrmay oanced only for one or more

of e following reasons:
(1) Noopayment of premivm; )
(2 Conviction of the Insurcd or Other Insured (3) of a crime ansing out of ecls increasing the hazard insured

against;
(3) Discovery of fruud or material misrepresantshou fu obtaining the Poncy orin prwauﬁng a claim theretmder; o

{4) Discovery oft
{#) An act of omission; or
(b) A viotation of auy condition of the Policy, |
which oconmred after the first offective date of the current Policy and substantially and materially increases
the hazard tnsured againsy;

—— {5} A mautorle) changoe in ihe pature or extent of the xisk, ocovrring after thé first sffective date of the owent
Polioy, which causes the dsk of 10ss to.be substantially and mata'lally incyeased beyond that confemplated

at the time the Polioy was issued or last renswed;

(6} A determination by the Commisgsioner that continuation of the Insurer's present vohmme of premivms would
jeopardize the Insurer's solvency or be hazardous to the mteres!s of the Fasurer's palicyholdera, creditors or

* the public; or
(7) A determination by the Commissoner that the continuation of the Pohcy would violate, or place the Ingurer
in violation of] nnyprovxsion of the cods,

If this Polioy is canceled by the Insurer-based on 2 through 7 above, the Insurer shall mail or deliver & writien
notive to the Insured thirty (30) days before the effeotive date of cancellution, If thin Policy is canceled for
nonpayment of promivm, the Insurer will madl or deliver a wriften noﬁce to the Jnsured ten (10) days before the

effective date of cancallnﬁon.

If this Polioy is written for a term Jonger than one year, the Insurer may ¢ance} for any resson atan annivm'sary, by
malling or delivering written notice of cancetlation to the Insared at the lest mailing address known to thc Insuror a1

- least dxty (60) deys before the annlversary date,

2. Notice of Nonrenewal - If the Jusurer elects not to rensw this Policy, the Yasurer will medl or deliver to the
Innred & notice of intention not to renew at least abxfy (60) days before the agreed expiration date, Tht Iosurer

need pot provide this notics if:
(1) The Insured has aceopted replacement covernge;
(2) The Ihsured has requested or agreed to nonrenewal;
- {3} This Policy is oxprcss;ly designated as nonrepowable,




Notice of cancallation or ponrsnewal in accordance with the gbove, will be watled, first cless or certiffed, or

delivered to the Insured st the last medling address known.to the Insurer god will stats the reason for canceliation or

nonrenewal. Tha Tosurer will also proved 3 copy of the notics of cencellation, for both policies in effect less than
" seventy (70) deys and policies in effect seventy (70) ddys ormote, to the agent who wrate the Policy.

All other termg, conditions and exclusions remsin nachanged,

Attaching to ond forming part of Policy No. ___28-0069-0004 fagned to
: Amerioan Home Mortgage .

TRIAD GUARANTY INSURANCE CORPORATION

QSQWM " Cowﬁemkgnug@z%ldgayo&%&'cmg_j , Z%Z'_W
' ' > SRR, 0 FENG, NG ,

Président . ' At Secretary

.

o : , Avthorized Representative

Yoro ATGE12 (/94)
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MASTER POLICY PROﬁSIONS ENDORSEMENT
{ncontestability)

The purpose of this Bndorsement is to amend Section VIX. wuder Master Policy (Form TG-1,
TG-87 or TG-106, butnot any other Bndossement to the Policy wnder which Loans are insured),

relating to the Incontestability of coverege, by deloting Condition 3 of Bsction VLK. To the
extent of any Inconsistency or conflict between the terms of the Policy and this Bndorsement, this

Baodorsement will contrql.

A, Section VLK. is amended by deleting Condifion 3 thereof.

B, Prior to this Budorsement, Conditlox 3 of Swtmn VIX., which s belng deleted, read a5
follows:

3. The Eibn‘ower hay made twelve (12) consecutive regularly-schednled loan phyments prior
to the date the Loan went into Defuilt, utilizing fands available to Borower fmm sourees
othar than any Person doscribed in condition  shove,

C. This Exdorsement will epply only to those Loans with & Certificats Bffective Dato which is
on or after December 20, 1996,

All terms capitalized will have the meuning set forth In the Policy, except s offierwise defined .

hereba. Nothing herein contained will be held to veary, slter, waive ot‘extend any of the terms and

conditions of the Policy, or any amendmeants thereto, except as expregsly set forth above,
Attaching to end forming part of Policy 28-0069-0004 issued to

Amedcan Home Mortgage
TRIAD GUARANTY INSURANCE CORFPORATION
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‘President . % WT ma2 Seoretary
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Authorizad Representative

Porm #TGB-26 {12/90)




- - Master Policy Provisions Endorsement
(Bxclusions From Coverage)

"The purpose of this Endorsement is to amend Condition HI (Exclusions From Coversge) under Master Policy
{Form TG-1 or TG-108, but not airy other Endorsement to the Policy under which Loans are xnsurcd), to inclade

the following:

" O. Physical Damage (Other th:m Relating to Pre-Existing Environmental Conditions) ~ Any Claim where, &t

any time after the Certificats Bffective Date, there {s Physical Damage to the Property of a type ofher than as
described in Condition HLF, and other than reasonable wear and tesr, subject o the following provisions:

" 1. This exclusion will not apply if the Compuny in good faith determines that the ageregate cost of Testoring
all such Physical Damage is Jegs than fifteen hundred dolfers ($1,500.00), ot such higher amount as the

Company may provide from tixe to time,
2. This exclusion will not spply if such Physical Damage was specifioally disclosed {0 the Company in the

spplication for coverage relating 1o the Property,
. This gxolusion will apply if such Physical Damage oconrred:
a. prior to expiration of the sstlerhent perlod deseribed In Condition V. Q. If the Cornpany eleéts to

acquiro the related Property in settlemont of a Claim; or
" b. prior to the Defuult end was the prinofpel cavse of the Defanlt and the Praperty was either unmsured for

loss ailsing from such Physical Damage or was instred for an amownt which, disregarding any
deductibles up to §1,500,00, ywas insufficlent {o restore the Property as pmvided in Condition 10.G.4,

below.
4, The exotusion resilfing from Condition I1,G,3, will not apply if the Property is restored in a timely end

difigent menner to its condition (excopt reasoneble wear sod tear) es of the Certificate Rifeotive Date. In
lew of requiring restoration of the property, the Company may, & jts option, xedues the Claim Amount by

.an amongt tqual to the cost of sudh restoration,
5. Forpuposes of this Condition ILG., the Froperty subject to restoration will consist only of the land,
improvements or personal propesty dwned part of the real property wader applicable Jaw; and thatie]
frems, affixed to the seql propesty and identificd fn the apprausal of the Propexty at the time th Loan was

made, whether or pot they are deamed part of the real propesty.
Cost estimstes xelied upon by the Company in councction with this Condition 1),G, shall be provided in

writing by an todependent perty seleoted by the Company, The Compnny wﬂl Turgish the sured with eny

such written cost estimates, if requested by the Insured.

. Down Payment - Any Claim involving a Loan which is for the purchase of the Property, and for which the
Borrower did not make 2 down payment as destribed in the application for coverage.

First Lien Status - Axy Clam, if the mongage, deed of trust or other shmilar instroment executed by the
Bormrower and fusured herevndes did not provide the Insured at oxigination with a first Hen on the Property,

Breach of the Yusured’s Obligations or Fallure to Comply with Terms - Any Clébm involving or arising
out of any breach by the Insured of ity obBgations wnder, or its fafture fo corply with-the terms of, this Policy
or of its oblipationy ns imposed by operafion of law, if the breach of faiture;

1, Matardally contributed to the Defavlt resulting jn such Claim; or
- 9, Increased the Logy, except that if the Company can reasonsble detsrmine the amount of such increase, such

; Claim will not be excluded, but the related Loss will bo reduced'to the sxtent of such amount.
Attaching to and forroing part of Policy No. 28-0069-0004 issued to American Home Mortgage

. Triad Guaranty Insurance Corporation
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President
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MASTER POLICY PROVISIONS ENDORSEMENT

This Bndorsement apphcs to all Cwﬁﬁcaics issued undcr the Master Policy o which it is a‘ctached

Under Section V. B., Cilcwlation of Clatm Amount provision, 2.b. Is added 1o ths Master Policy as follows:

h, And, if the coverago wnder (bis Policy was pald for in @ singlo premfum that was
financed at orlgination and included § m the origleal amount of the Loan, the smount of the

single premfum go finsuced,

Un.dar Section ¥, C,, Paymeit of Loss provision, the following sentenca s added at Lh&beginmngofﬁw last
paragraph ag follows: .

Yo addition tp the sum dus pursuant to the option described above Widch the Company selets, if tho
coverege vwder this Policy was paid for In = single premivm that wes financed at arighostion end
fncuded iy the original amoust of the Loan, the Loss payable by the Company will include the
smonnt of the mng]apmxﬂum g0 finsnoed.

TRIAD GUARANTY INSURANCE CORPORATION

%vﬁ Shomasin, LD y/z
Presidont com\evg‘&ii J_é_d?yzf/ v y, )

GE !NG RENQ, NEVADA

Nava do
Pe

Authoﬁzed epresenlative

Form # TGE-33(1/98)
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Triad Guaranty believes communities, borrowers, lenders, investors, and insurers arc all better served
if we work out problem loans and keep borrowers in their homes with their loans performing. While
it is your responsibility to cooperate actively with Triad Guaranty to prevent or mitigate a loss, we

all know there are times that a delinquency cannot be cured. Therefore, we strive to work with you
to minimize the losses of all parties with an expeditious disposition of the property. Triad Guaranty’s
Loss Management Team is committed to working through the delinquency process with you to
preserve and maximize the value of your mortgage insurance. Our goal is to become your partner in

your defense against losses.

The intent of this servicing guide is to assist you in following the requirements of the Master Policy
that governs your insured loan. It is designed to increase your success as a servicer by providing you
with the answers to the questions that may affect your mortgage insurance benefits. We want to
preserve the value of your mortgage insurance with the guidance this manual offers along with the
requirements of the Master Policy.

This guide is designed to supplement the Master Policy it does not replace the Master Policy.
Therefore, in the evenr of any inconsistency berween this servicing guide and the Master Policy, the

terms of the Master Policy will prevail.

This manual uses the following words interchangeably; “servicer” and “insured”™ “Master Policy” and
g g y )
({3 . 33 £« 33 < 3
Policy” as well as “borrower” and “borrowers”.

This manual may be amended at any time without notice.
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#Triad Guaranty Default & Claims Servicing Guide

1.1 notice of default (NOD)

You are required to notify Triad Guaranrty of the occurrence of'a delinquency. You are also asked

to notify Triad Guaranty of potentially problematic loans that are in the process of a workout

or if an event has occurred to compromise the security or loan itself. Triad Guaranrty requires

this notification for two reasons. It is a condition precedent to the payment of benefits by Triad
Guaranty which criggers che process that establishes reserves for any potential future claim payment.
It also notifies Triad Guaranty of the opportunity to partner with you in resolving the delinquency.

You are also required to notify Triad Guaranty if:
1. Aloan in the process of workout has the potential to become problemaric (see below) or
2. An evenr has occured to compromise the security or loan itself.

A default is the failure of the borrower to pay an amount equal to or greater.chan one (1) regular
periodic payment due under the cerms of the loan.

8 A loan is considered delinquent on the close of business of the installment due date or the date
on which a legal action is filed that affects the loan or the security of the loan. Examples of legal
action are bankruprey filings, property condemnations, property tax sales, or litigation.

@ A problematic loan occurs with the initiation of any proceeding that affects complete
compliance with the Master Policy or requires a request for benefits under the policy such as
a loan modification, short sale, deed-in-lieu, condemnation proceedings, bankruprcy filings,
lawsuit, or the borrowers request for assistance due to an imminent default. A loan is considered
problematic upon the insured’s first knowledge of the event.

2
1.1 notice of default

anagement Deps
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ATriad Guaranty Default & Claims Servicing Guide

{nsurance

1.2 when to file a notice of default (NOD):

Timely submission of the NOD is essential to protect your right to benefits under the Master Policy.
A timely submission providesTriad Guaranty with the time needed 1o establish reserves, institute loss
prevention and mitigation efforts, conduct investigations, or provide any special instructions to you
if warranted.

A delinquency should be reported within the following time frames.

Wichin 45 days of the due date if the first scheduled mortgage payment due on the loan is
missed or
8  Within 10 days of when the borrower becomes four months in default or
For example, a loan due for the Jaruary 1st morigage payment requires a reporting to
Triad Guaranty no later than the close of business on the 10th day of April*
& Within 10 days ot the date of knowledge thar a loan is considered problematic.

*Triad Guaranty encourages a report within the reporting maonth of the second delinguent payment.

3
1.2 when to file a notice of default
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s Triad Guaranty Default & Claims Servicing Guide

1.3 how and where to file NOD:

Non-Electronic Filing

You may report a default electronically, through Triad’s TAX] or by completing Triad Guaranty’s
Notice of Default form [TG-22] or any mutually agreed upon format. Triad Guaranty’s form TG-22

may be found in Section 6.0-FAQs & Forms. -

Notice of Default Form [TG-22] terminology is listed below to assist you in completing your form.

Wit Corvifivate Numbey The seven digic number found on the commitment/ ;
certificare of insurance. :

Servicer Loan Number Your loan identification number for the insured
Ioan as the servicer.

Servicer Address The mailing address to send any delinquency
correspondence.

1.3 how & where to file NOD

TGiC.0126.2011 - Loss Management Department - (800)-451-4872, ext 7003
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T 2 e B oo g
PV EL LD

Praperty Address

P RS T e
Bhaiting Sddress

Current Prircipal Salance

¥ The owner of the loan. If a portfolio loan, enter
your name here.

vV If Fannic Maec or Freddie Mac, check the
appropriate box and provide us with their loan
identification number.

The physical address of the subject property.

The borrower’s home phone number.

The borrower’s current work or mobile phone
number.

The current mailing address of the mortgagor, if
different from the property address.

The unpaid amortized principal balance due at
the date the loan went into default, excluding late
charges, delinquent interest, escrow, attorney fees,
capitalizations, etc.

(336) 723-1001

www;triadguaranty.com

" In Rehabilieation v

r

1.3 how & where to file NOD

1y Insurance
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/aTriad Guaranty Default & Claims Servicing Guide

ddsurance

v
i

St AMSUnRT The toral delinquent principal, interest, raxes and

q P 1% :
insurance (PITI) payments and advances associated |
with the delinquency, not including penaltics, fees, :
or late charges.

Loan Due for Date The date thart the first payment is missed creating
the delinquency.

i for Mo Payment V Check the most appropriate reason reported by
the borrower or the reason determined by you to
have caused the default.

Reason

V Check “yes” if the first obligated mortgage
payment due under the new loan was not paid as
contracted in the borrower’s promissory note.

V Check “no” if the delinquency is duc to any other
payment being missed.

1.3 how & where to file NOD

ce Box 2300 .-
lom, 1y
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v Check the appropriate status based on the most
recent property inspection that you have completed
on the home due to the delinquency.

If the property is tenant occupied, the rents
should be assigned to you if this right is protecred
under the loan documents. This assignment is a
requirement of the Master Policy. If the property is

vacant, you should provide details of the efforcs thac |

have been made to dispose of the property or rent
it in the Describe Servicer’s Collection Effores box.
Be sure to complete the borrower’s mailing address
when checking “tenant” or “vacant” since it differs
from the property address.

7

1.3 how & where to file NOD
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-aTriad Guaranty Default & Claims Servicing Guide

U5 Maxt Acticn Wil Be vV Check the appropriate box indicating your next
action on this loan at the time of completing this
report. Remember that some actions require prior
approval from us. Examples are a deed-in-lieu of
foreclosure, loan modification, forbearance, or
assumption. ’

Enter any information on the loan that will assist
us in understanding how you are working to cure

the delinquency, dispose of the property, or report
an issue involving the loan or property that is not
discussed elsewhere on the form.

Servicar Contact The name of the contact responsible for default
reporting,.
Servicer Phione Number The direct phone number of the contact responsible

for updates or questions regarding the report.

8
1.3 how & where to file NOD
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AaTriad Guaranty Default & Claims Servicing Guide

Inguran.

1.4 delinquency status reports (DSR):

Once 2 delinquency has been reported to Triad Guaranty you are required to update Triad Guaranty
with the status of the loan on a monthly basis via a DSR. Ttiad Guaranty’s DSR [TG-23] or any
agreed upon formar must be sent to Triad Guaranty each month. Monthly updates are to continue
until either:

1. You reporr that the delinquency or problematic loan has been cured, resolved, or the mortgage
loan has been paid in full;
The legal action affecting the loan or its security has terminarted; or,

3. A Claim for Loss [TGIC.0134] has been submirted to Triad Guaranty.

2

Reporting (1) or (2) will remove the delinquency or problematic loan from our system and reflect
the loan as cured and as a performing asset or extinguished mortgage. If the loan again becomes
delinquent or experiences a problematic event, a new NOD will be required. A NOD is only the
beginning of the process and requires a DSR until the delinquency has been resolved or the claim has
been filed. Failure to return a DSR with the required information may jeopardize your benefits.

9
1.4 delinquency status reporting (DSR)
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Default & Claims Servicing Guide

1.5 when to file a DSR:

A DSR should be submitted berween the 20th and che last day of each month.

Electronic DSR - Process the file and submirt to Triad Guaranty an the same date cach month.

Manual DSR - If you are returning a manual report generated by our system and sent to you

for execution, complete the report and mail or fax it to Triad Guarancy on the same dare each
month. ‘

16

1.5 when to file a DSR
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ATriad Guaranty Default & Claims Servicing Guide

1.6 how and where to file a DSR:

Once an NOD has been received, for manual NOD's, Triad Guarancy will generate a DSR [TG-23]
form by the 3rd day of cach month for you to complete. For clectronic NOD’s, a DSR will not
generate as a file is expected each month foﬂowmg3 the NOD. Form TG-23 may be found in Section
6.0 - FAQ)s & Forms.

Non-Electronic Filing

The DSR will be populated with the information that you reported on the initial NOD or the
previous DSR. If any of the information is incorrect, strike through the text on the form and enter
the correct information. Rerurn to Triad Guaranty berween the 20th and che last day of the month.

Electronic Filing

Process the file and transmir to Triad Guaranty on the same date each month.

11

1.6 how & where to file a DSR
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3

b

PPV % <y
grvicer Loan Numbe

if

O e P oy .
M Certifitate Number

Servicer Name and
Address

DSR [form TG.23] terminology is listed below to assist you in completing your form.

‘The seven dig

insurance.

The borrowers name and the physical address of che subject
property.

V Check “cured” if the delinquency has cured or if the loan has paid
in full. Also define which by checking current or paid off.

V Check “servicing transferred” if you have transferred or sold

servicing to another servicer.

Enter the new servicer’s name and address if ‘servicing transferred” is
4

checked.

vV Check “remains delinquent” if the loan is still delinquent.

12

1.6 how & where to file a DSR
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saTriad Guaranty Default & Claims Servicing Guide

Curient Principal Balance | The unpaid amortzed princiral balance due at the date the loan ;
went into default, excluding late charges, delinquent interest, escrow, |
attorney fees, capiralizations, ctc. ‘

Loan Due for Date The date that the firsc paymcnt is missed creating the delinquency.

Orupancy Stat V Check the appropriate status based on the most recent property
inspection that you have completed on the home duc to the
delinquency.

If the property is tenant occupied, the rents should be assigned to
you if this right is protected under the loan documents as chis is

a requirement of the Master Policy. If the property is vacant you
should provide details in the Describe Servicer’s Collection Efforts
box of the efforts that have been made to dispose of the property
or rent it. Be sure to complete the borrower’s mailing address when
checking “tenant” or “vacant” since it differs from the property
address.

............................................................. T T

13
1.6 how & where to file a DSR
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a'Triad Guaranty Default & Claims Servicing Guide

vV Check the appropriate box based on your next action on this loan
at the time of completing this repore. Remember that some actions

require prior approval from Triad Guaranty. Examples are decd-in-

licu of foreclosure, loan modification, forbearance, or assumption.

Enter the date that you shipped the file to your attorney to initiate
the foreclosure process.

Redermption Expiration Enter the date that the borrower’s rights to redemption expire.
Dats

Ciaim File Date Enter the date that you filed your Claim For Loss with Triad
(uaranty to request benefits under the Master Policy.

sale Schedulad Pate Enter the date that you scheduled the foreclosure sale.
Date Title Acquired Enter the date that you acquired borrower’s title to the property.
Seyvizur Contact Enter the name of the contact responsible for default reporting to

Triad Guaranty.

14
1.6 how & where to file a DSR
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1.7 bankruptcy proceedings requirements

Appropriate action must be taken to release the automatic stay if the borrower misses two post-
petition payments in a Chaprer 13 or immediately in the case of a Chaprer 7 No Asset Filing, We
will allow up to an additional six months to the state foreclosure time frames to allow for release or
dismissal of the case. We do not require chat you forward copies of the bankruprcy filings, but do
reserve the right to request such documentarion if needed. Notification of the bankruptey chapter
filed, the date of filing, and the release date may be sent through the NOD and DSR reporting
requirement.

15
1.7 bankruptcy proceedings requirements
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2.1 loss mitigation and loan workouts

You are required by the Master Paolicy to cooperate in good faith wicth Triad Guaranty and assist in
) oyt Y P 8
preventing or mitigating losses.

To assist you with this process, Triad Guaranty has an experienced and dedicated team that will work
with you or supplement your efforts to prevent or minimize losses. Our team fully understands how
critical timing can be when processing workouts. Speed is crucial when it comes to mortgage loans;
therefore, we provide dedicated phone lines, fax lines, and email addresses for your convenience.
Our team is committed to providing you with a rapid response to your request. We will even work
with current borrowers who are experiencing a problem thart has the potential to result in a future

default.

Many workouts require that you obtain current informarion from the borrower chart is similar to the
type of information required from the borrower to obtain the loan in the beginning. When working
with a delinquent borrower or a problem loan you should :

1. Determine the reason for default. Why was the borrower unable to make his/her mortgage
payments?

2. Establish the borrower’s intention to keep or dispose of the property. If able, does the borrower
wish to remain in the property and continue to pay the loan?

3. Identify the borrower’s ability or inability to retain‘or dispose of the property through financial
and property analysis. Can the borrower continue with payments once the workout cures the
delinquency? What can the borrower contribute rowards the disposition of the property to
minimize losses?

17
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The type of informartion required to complete a loan workout or loss mitigation depends upon the
% p p

type of workout being considered. Typically you should obtain all or some portion of the following

informarion to determine a borrower’s financial situartion:

B Derailed letter of hardship from the borrower oudlining the reason for default, a synopsis of his/
her current financial situation, his/her desire to keep or dispose of the property, and the extent of
his/her ability to participate in the workour being explored.

® Financial statement, which discloses all income, assets and expenses of all partics liable on the

loan.

Last two most recent years of federal tax returns with corresponding W-2s and 1099s.

]

® Last two pay scubs for all employment for each responsible party on the loan.

Most recent bank statements on all accounts for all parties responsible on the loan.

Current credit report on all parties responsible on the loan.

®  Current broker’s price opinion or real estate appraisal on the subject property if a non-retention warkout
is considered.

@

Listing agreement if the borrower does not have the ability or desire to retain the property.
Payoft statement or reinstatement figures, whichever are applicable to the workout.

2.1 loss mitigation and loan workouts
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2.2 loan workouts

Loan workouts are avenues explored thac allow the borrower to retain possession of the propercy and
cure the loan. The cornerstone of Triad Guaranty’s workourt philosophy is helping the borrower cure
the delinquency and retain the property. It is important to work closely with borrower’s as soon as
they encounter a problem making their mortgage payments. The earlier the stage of delinquency, the
greater the number of options that are available for curing the delinquency. The following options
are available to assist in achieving this goal.

Retention Workouts

Repayment Plans

“Triad Guaranty encourages any attempts to reinstate a loan through a repayment plan. To case this
effort, you do not need our approval for any reasonable repayment program as long as the loan

is never more than six months in default during the effort. If the loan falls more than six months

in default, at any point during the repayment plan, you are required to contact a Triad Guaranty
Loan Workourt Specialist for approval to eliminate or minimize any potential claim adjustment. We
require notification of repayment plan efforts through the DSR or written notice of the activity sent

to Triad Guaranty.

19
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Forbearance Plans

Triad Guaranty encourages any attempts to reinstate a loan through a forbearance plan, if you have
a plan that will cure the loan or dispose of the property at the end of the forbearance period. To

ease this effort, you do not need our approval for any reasonable forbearance program as long as

the loan is never more than six months in default during the workout effort. If the loan falls more
than six months in default, at any point during the plan, you should contact a Triad Guaranty Loan
Workourt Specialist for approval to eliminate or minimize any potential claim adjustment should the
delinquent loan result in a claim. We require notification of any workout plan efforts through the
DSR or written notice of the activity sent to Triad Guaranty.

Loan Modifications

Triad Guaranty encourages the use of loan modifications during property retention workouts to
keep loans current or resolve a delinquency. A change in the loan’s interest rate, balance, or term can
be a very useful tool in preventing foreclosures. To ease this effort, you do not need our approval for
any interest rate reduction on a fully amortizing loan. Notity Triad Guaranty of the new incerest
rate and status of the loan after completion of the loan modification through the DSR or other
written notice. Any capitalization of delinquent interest or extension of term requires our approval
prior to execution of the agreement. Capitalizations are limited to the original mortgage loan
amount thac was insured, and term extensions are limited to 480 months with prior approval. For
changes outside of the interest rate reduction, you may contact one of our Loan Workout Specialists
to discuss. As always, you should not stop normal and customary colléction efforts or foreclosure
processes during the loan modification processing unless instructed to do so by Triad Guaranty.

20
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Partial Claim Advances

There are times when a repayment plan or a loan modification may not be feasible to reinstate

a delinquency. To supplement these two workout options and provide for another foreclosure
prevention avenue, we offer the opportunity for you to request an advance on your potential future
claim. A partial claim advance will cover the delinquent interest, or a portion thereof, that is needed
to reinstate the loan or complete a property retention workout. Any partial claim advance made
under a policy requires the deduction of the unpaid advance from any future claim sectlement if the
loan ultimately forecloses and you file a Claim For Loss. Because a partial claim advance reduces your
future mortgage insurance benefits, all parties to the transaction may need prior notification before

you request this option.

A partial claim advance is designed for a delinquency where the borrower has the ability to maintain
future payments but circumstances beyond his/her control have forced him/her into a default.

To be eligible, a borrower must reside in the property that is in default, title must be vested in

the borrower’s name, and the borrower must have the ability and willingness to maintain future
payments on the loan after the advance. A partial claim advance typically requires that the borrower
repay the amount of the advance to Triad Guaranty over time. The borrower will sign a promissory
note with Triad Guaranty for repayment of the amount of the partial claim advance. This note

is non-interest bearing when performing and is structured to accommodate the borrower’s own
financial situation for repayment. As always, you should not stop normal and customary collection
efforts or foreclosure processes during the partial claim advance processing unless instructed to do so
by Triad Guaranty.

21
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Parrtial claim advances must be requested in writing. Our Loan Workour Specialists will work

closely with you to determine if this option is the right one for the situation. At times, a partial

claim advance is coupled with other property retention workouts such as loan modifications and
repayment plans. We may ask that a borrower demonstrate his/her ability to perform with temporary
payments for a scheduled time frame before completing the partial claim advance.

Non Retention Workouts

Assumptions

"There are times when a borrower’s income has been currailed making rhe sale of the property the
only viable alternative to a foreclosure. In addition to a short sale of the property, we may be able
to assist in an assumption of the loan by a new owner. We will first discuss a loan modification or
capiralization of the delinquency coupled with an assumption to transfer cthe property. There may
also be cimes where we couple an assumption with a partial claim advance. We do this by advancing
a portion of the delinquent mortgage loan payments under the partial claim advance program
described above, If you feel tha this is a possible workour for your delinquency, conrace the Loss
Management Department to discuss this option further with a Loan Workour Specialist. As always,
you should not stop normal and customary collection efforts or foreclosure processes during the
asumption processing unless instructed to do so by Triad Guaranty.

22
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Short Sales

At times, the value of a property will be less than the potential proceeds from its sale creating a
shorrage in the payoff of the loan. Short sales, or pre-foreclosure sales, can minimize the potential
loss and prevent additional real estate owned for you.

We review short sales on the basis of hardship, claim probability and claim mitigation. In addition to
the borrower financial information addressed in Section 2.1, you must provide the following items
for consideration of a short sale:

A payoft statement for the insured loan through the anticipated closing date of the sale.

An executed sales contract.

A good faith estimate of the costs and expenses associated with the sale of the property.

A current fair markert value of the property, independent of the real estate agent associated with
the sale.

P 8 1

~ During the shorr sale process you should prepare your borrower for his/her participation in the
form of cash or a promissory note as cach case is reviewed for participation Ey our Loan Workout
Specialists. As always, you should not stop normal and customary collection efforts or foreclosure
processes during the short sale processing unless instructed to do so by Triad Guaranty.

Short sarle prequalification - If you would like Triad Guaranty to prequalify a borrower for a
potential short sale simply forward the borrower’s financial information, along with the property,
value information, to Triad Guaranty and we will review for prequalification. Our prcqualil{’cation
approval carries a four month limic. If no offer is received and accepted within this ime frame the
prequalification is void and a new financial package and property value must be obrained to review

for another prequalification.

2.2 loan workouts
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Deed-in-Lieu of Foreclosure

There are times when a borrower must relinquish his/her property due to unforeseen circumstances.
To minimize the losses involved with a foreclosure there may be times when a deed-in-lieu of
foreclosure is acceptable. While the costs may be minimized with the acceprance of a deed, the result
is still another real estate owned in inventory, as well as a full claim for Triad Guaranty. Therefore we
typically limit an approval to exceptional circumstances such as permanent disabilicy, a fatal illness or
death. At a minimum, we request that the property be listed for sale during the review process and
may require a listing timeframe before the acceptance to try to obtain an offer on the property
eliminate the real estate owned increase.

Deeds-in-lieu are reviewed on the basis of hardship, claim probability and claim mitigation so
they require that you provide certain information to evaluate your request. In addition to the
borrower financial information addressed in Section 2.1, you must provide the following items for

consideration of a deed-in-lieu:

1. A payoff statement for the insured loan through the anticipated transfer date.
2. A current fair marker value of the property independent of the real estate agenc listing che

property.
3. Any medical statements or certificates that establish the exceptional hardship for the borrower.

During the deed-in-lieu process you should prepare your borrower or the estate for his/her possible
participation in the form of cash or a promissory note as cach case is reviewed for participation by our
Loan Workout Specialists. As always, you should not stop normal and customary collection efforts or
foreclosure processes during the deed-in-lieu processing unless instructed to do so by Triad Guaranty.

24
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2.3 proactive borrower contact by Triad Guaranty

We have established a team of Loan Workout Specialists to supplement your efforts in keeping
borrowers in their homes and minimizing losses. Once a default is reported we begin working to
supplement your collection efforts. We focus on loans where you have been unable to contact the
borrowers. Once conract is made we can work with you for a “hot transfer” of the call direct to your
workout team or begin gathering the informarion ourselves to work with you on a solution. Conract
our workout team directly to discuss our supplementing your conseling efforts.

25
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3.1 foreclosure proceedings requirements

Once you have exhausted all efforts for a workour of the loan, you are required to foreclose on the
loan in a timely manner. Unless Triad Guarancy had directed you in writing to commence foreclosure
proceedings at an earlier date, you must make the first legal filing with the court before the end

of the sixth month of delinquency. For example, if the loan is due for the January Ist mortgage
payment then the first legal action must be filed no later than June 30th.

While expedient foreclosure processing is required, foreclosure alternatives and loan workouts
should still be considered throughout the entire process. If you need additional time to resolve the
delinquency or to initiate workout arrangements, you must contact a Loan Workout Specialist to
request a delay. Otherwise, we will adjust the claim for unapproved foreclosure delays.

The number for requesting an extension to initate foreclosure is:
(800) 451-4872, ext. 7003 or (336) 723-1282, ext. 7003.

Once the foreclosure process has commenced, you are required to pursue the steps necessary to
acquire title and possession of the property in an expeditious manner. To clarify this time frame,
Triad Guaranry has defined this period by establishing an appropriate time interval between sending
the file to the attorney for acrion and acquiring borrower's title to the property. The following table
displays the variable state foreclosure time periods. The state foreclosure time frames list indicates the
foreclosure process after the initial six months allowed to initiate the process and does not include
delays due to bankruprey filings or attempred workout activities.

27
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To protect your benefits and avoid claim curtailments for delays, you are required to abide by

the state foreclosure time frames. In the event the delinquent borrower files for bankruptcy on
liquidation chapters, we will allow an additional six (6) months from the date of the filing for you to
obtain reliet from the automatic stay or dismissal of the case. For reorganization chapters, we allow
an additional three (3) months from the last post petition payment applied in accordance wich the
bankruptcy plan.

If you need additional time to complete the foreclosure and claim filing process because of attempted
loan workouts or bankruptey, you should include a chronological listing of events, with explanations
of delays, from the date of default to the date of claim filing. The time line of events and the
explanations will assist the Claims Examiner with the processing of your claim. As a result, if the
number of days exceeds the state time frame, Triad Guaranty will review the individual case facts
before any adjustment to your claim is considered.

3.1 foreclosure proceedings requirements
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3.2 state foreclosure time frames
§ oa

280 redemption

150

250 120

370 Long Island

240 2'New York City 315

180
redemption

90
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3.3 foreclosure sale bidding

We expect you to establish a foreclosure sale bid that protects our rights to a deficiency recovery thar
promotes third party bidding or cnsures obraining borrower’s title to the property. Unless Fannie
Mac owns the loan, you are required to determine fair market value of the property by obraining a
current Broker’s Price Opinion (BPO) or an appraisal prior to the scheduled foreclosure sale. You
should review the BPO or appraised value for reasonableness and look for any indication of physical
damage (outside of normal wear and tear) thac may affect the value of the property. If the property
has physical damage, then the fair market value will be che value after the restoration of the property

to its original condition ar time of insurance.

3.3 foreclosure sale bidding
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3.4 bidding guidance

For Fannie Mae insured loans, we concur with the applicable bidding guidelines found in the
current Fannie Mae Servicing Guide. You may bid as directed for private mortgage insured loans.

For all other insured loans, if the current fair market value of the property exceeds the toral
indebredness, use the total debe as the starting bid.

If the toral indebredness exceeds the current fair market value of the property, begin bidding at che
percentage of current fair market value as reflected in the bidding guidance table on page 32. Bid up

to total debt in the event of 3rd party bidding,

For an insured conventional first mortgage that is secured by a property located in a state (or
jurisdiction) that has a redemprion period, the servicer should instruct the foreclosure attorney or

trustee o bid 1009 of the total mortgage indebtedness.

3.4 bidding guidance
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90%

100%

Ifyou have any questions about bidding or if there is any conflice with your investor or
morgage insurance pool carrier, contact our Loss Management Department for discussion.

An appraisal of thefo(opert% is required for biddinhg‘ .
Bid 90% of current fair market value but not fess than 2/3 of the total indebtedness due.

Bid 3100 or the minimum required by law unless there is competitive bidding, in which case bid go% of value.
If we instruct you to protect deficiency rights, bid 2/3 of the sheriff's appraisal or
an amount required by law.

[l i

32

3.4 bidding guidance table

el Tl Emaily
DEFAULE REPORIIN

! e - CLATMS - chait
by Dm0 41085 MITIGATIO
Win; S NC27102, - FORECLOSURE

TG1C.0126.2013 Loss Management Department - (800)-451-4872, ext 7003



ATriad Guaranty Default & Claims Servicing Guide

lnsurance

3.5 foreclosure sale results notice

You are required to notify Triad Guarancy of the results of a foreclosure sale within seven (7) days of
the foreclosure sale date. This form is to notify Triad Guaranty of che successful bidder along with
other pertinent informarion established at the foreclosure sale. Triad Guaranty’s Foreclosure Sale
Notice Form T'GIC.0138 may be found in Section 6.0 FAQs & Forms.

33
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3.6 when & how to file foreclosure sale results

Within seven (7) days of the foreclosure sale, please update Triad Guarancy wich the foreclosure sale
results. You may complete Triad Guaranty’s Foreclosure Sale Results form or any murually agreed
upon format. The Foreclosure Sale Results form [TGIC.0138) may be found in Section 6.0 - FAQs

& Forms.

Mail completed form to:

Triad Guaranty Insurance Corporation
Loss Management Department

Post Ofhce Box 2300

Winston-Salem, NC 27102

Fax completed form to:
Auention: Loss Management Department

(336) 723-1001

Email completed form to:
defaults@rgic.com

34
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3.7 post foreclosure requirements for real estate owned
Listing the property for sale

You arc required to actively assist Triad Guaranty to prevent and mitigate the loss by attempting an
carly disposition of the property. When you havé acquired title and possession of the property, the
disposition process should begin. You should begin preparing the property for sale immediately after
the foreclosure sale to expedite the liquidation of the asset. It should be listed in the local multiple
listing service at fair marker value with a licensed real estate agent of your choice. The strategy that
you employ for the disposal of the property is also your choice. You may choose an “as is” strategy
or a “repaired” strategy. While we have found that a “repaired” strategy will generally expedite the
liquidation of the property, the expenses associated with the sale may not all be claimable. Telephone
the Loss Management Deparunent to discuss any questions you have regarding these expenses. Any
repairs or cosmetic enhancements to the property should be completed quickly to minimize the
time that the property is off the market. Delays in listing the property for sale may result in ¢laim
adjustments. Conract our office immediately if there are any delays in listing the asset for sale.

Offers to Purchase

When you receive an offer to purchase, you are required to contact Triad Guaranty for review and
approval of the offer. If the net proceeds obrained from the sale are sufficient to mitigate our loss, we
will allow additional interest through the close of escrow on influence sales. We will review additional
expenses and costs associated with the sale of the property at time of claim for allowance in the

sertlement.

A 35
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4.1filing a claim for loss

Triad Guaranty has simplified the process of filing a claim. It starts with a simple written or
electronic request for benefits as displayed in the Claim for Loss form (TGIC.0134). Upon receipt
of the request, your claim is assigned to a Claims Specialist who will work to process your claim

and help perfect it in a timely manner. A claim is considered “perfected” when we have received

all information needed to process it. This information includes documentation as well as access to
the property. We make every effort to request any additional information needed over the phone.
However, somerimes we need written documentation to perfect your claim so it may be seccled. In
these cases, your Claim Specialist will request the information within 20 days of receipt of the claim,

Please include a copy of the payment history for the loan as well as copies of any values obrained to
expedite processing of your claim. See Section 6.0 - FAQs & Forms - Claim Processes for additional
documentation and informarion that may be requested to process your claim.

Note: 1o ensure the quality of our streamlined claim filing program, we regularly review a random
selection of paid claims. During this review we may request additional information and documentation
to ensure that vhis program is successful. If one of your claims is chosen, you will receive a letter informing
you of our audit and a list of information that we are requesting. Tipically, this information will include
evidence of title to the property, the original note and any riders, the mortgage, the origination HUD, the
originarion appraisal, as well as other information.

4.1filing a claim for loss
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4.2 when to fileaclaim forloss

You should file your Claim For Loss within the earlier of (a) 60 days of acquiring the borrower’s
title to the property or (b) within 60 days of the closing of a pre-approved property sale. In states
where there is a post-sale redemption period, you may file the Claim For Loss within 60 days of
expiration of the redemption rights. Failure to file 2 Claim For Loss within the time frames stared
may extinguish your rights to benefits under the Master Policy.

4.2 when to file a claim for loss
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4.3 how to file aclaim for loss
Electronic Filing

We accept both electronic and manual claim filings. We support the standard 260 transaction set
for electronic claim filings. If you are not currently set up to submit your claims to Triad Guaranty
electronically, you may contact the Loss Management Department. You may also submit your Claim
For Loss through the Internet via TAXI®™ (Transactions Across the Interner). Go to our website

at www,triadguaranty.com and click on the Triad Guaranty TAXIicon. Click on cthe Claims and
Defaules button to file your claim. In order to file a claim through TAXI, you need a user name and
password for access. For any questions regarding our electronic claim filings or registration on our
TAXlI site, please contact the Loss Management Department.

Non-Electronic Filing

You may file a Claim For Loss by completing Triad Guaranty’s Claim For Loss form [TGIC.0134]or
any mutually agreed upon format. Triad Guaranry’s form TGIC.0134 may be found in Section 6,0 -

FAQs & Forms.

39
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4.4 claimable items

The claim calculation typically consists of the expenses listed below. This list includes items allowed
under che Master Policy and items associated with the foreclosure process. This list does not include
all claimable or nonclaimable items. See Section 4.5 for line item instructions on the Claim for Loss

[TGIC.0134].

1. The amortized unpaid principal balance of the insured loan as of the date the last regular

payment was applied. No capitalization of penalties or charges is allowed.

Accrued interest on the unpaid principal balance at the approved contrace rate from the last

regular payment application through the allowable claim filed date. This date may be exrended

as discussed in the Post Foreclosure Requirements for Real Estate Owned section. Interest on the
claim is calculated on a 30-day month, 360-day year. No late charges or penalties are allowed in
this calculation. For adjustable rate mortgages, remember to indicate che rate change date and
the rares on Line 42 of the Claim for Loss form [TGIC.0134).

3. Reasonable attorney’s fees expended in obtaining the borrower’s title to the property. These fees
are limited to 3% of the sum of the unpaid principal balance and allowable accrued incerest.
Statutory costs associated with the foreclosure are not included in this item.

4. Statutory expenses related to the foreclosure process, such as sale publications, title costs, filing
fees, deed recordings or sheriff's expenses for conducting the sale.

5. For escrowed accounts, real estate property raxes are prorated from the date of defaulc to the
allowable claim filing date.

6. For escrowed accounts, hazard insurance premiums are prorated from the date of default to the

o

allowable claim filing date.

7. Property preservation costs up to $500 expended to protect the property from damage. Please
itemize all costs. Expenses in excess of $500 require prior written approval by Triad Guaranty
before incurring the expense.

4.4 claimable items
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8. Two expenses incurred to obtain the current fair markert value of the propercy are claimable if
you provide copies of the reports to Triad Guaranty when requested.

9. Any other miscellancous expenses should be placed in the “Other Disbursements” (Form
TGIC.0134, Line 30) section of the claim form. Claim Specialists will review expenses for
validity during the claim review process.

Note: Triad Guaranty retains the right to reclassify any expense that is reported 1morrccdy on the Claim For
Loss form into the correct category or remove ineligible items.

41
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4.5 line item instructions for a claim for loss

Claim For Loss form [TGIC.0134] terminology is listed below co assist you in completing your

form.

1LINSUTENTe type V Check “Primary” for first layer of insurance or “Pool” for
deep coverage/modified pool policies or traditional loss pool
policies.

2, Claim Type vV Check “Initial” if chis is the first request for benefits for
this certificate of insurance,
vV Check “Supplemental” if chis is a supplemental benefic
request for expenses not submitred with the initial claim
request,

3. Pate This Claim Submitted The date that you mailed or submirted the claim to Triad
Guaranty.

4. Insurad’s Name The name of the cntlry insured under this certificate. The
insured is typically the servicer of the loan.

5. insured’s Loan Numb The insured’s identification number for the loan

6. Address The street maxhng address of the insured.

2, Cartificate Number Triad Guaranty's identification number Found on th(.
commitment/certificate of insurance.

5. City, Zip Code Mailing address of the insured

. 42
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15. Servicer Loan Rumber
18, Servicar &ddress

17. Payee Name

15, Payee Loan Number

19, Payee Address

The Master Policy number issued for the certificate for which |
you are requesting benefits. ‘This number may be found on
the declarations page of your Master Policy.

‘The name(s) of the pnmary borrower(s) responsible for the i
mortgage. i

The coverage perccntage purchased for the certificate. This
number may be found on the commitment/certificate of
insurance issued for the loan.

Indicate primary, modified poo] or pool coverage that was
purchased for the certificate.

The name of the servicing entity responsible for the
mortgage, Typically this is the same entiry as the insured.

The beneficiary of the policy; the insured. If the loan is
owned by Fannie Mae or Freddie Mac, the owner’s name
goes in this blank because Triad Guaranty pays the GSEs
direct.

4.5lineitem instructions for aclaim for loss

iad Guaranty Insurana Corporar
i Rehabilitation
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25, Attornay’s Feaes

2t
&

. Proparty Taxes

24. Sub-Total Principal and Interest

‘The name of the owner of the loan, including Fannie Mae or
Freddie Mac.

The loan identification number for the investor.

The amortized unpaid prmcxpal ba ance of the insured loan
as of the date the last regular payment was applied. No
capitalization of penaltiés or charges is allowed.

The interest paid through date is also requested on this line.
Accrued interest on the unpaid principal balance at Lhe
approved contract rate from the last regular payment
application through the claim filed date. Interest on the :
claim is calculated on a 30-day month, 360-day year. No late |
charges or penalties are allowed in this calculation. i

Enter the accumulated interest “from” and “to” dates on this

line as well as the interest rate percentage.

Add Lines 22 and 23 together and enter total here.

Reasonable attorney’s fees expended in obtaining borrower’s |
title to the property. This amount will be limited to 3% of |
Line 24. Staturory costs associated with the foreclosure are

not included in this item.

Enter the rcal estate taxes paid on the subject property from
the date of default through the allowable claim filing date.

4.5 line item instructions foraclaim for loss
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30, Othar Distdrsements

31. Sub-total Claimable items

37, Escrow Account Ralance

23, Met Rentai Proceesls

Default & Claims Servicing Guide

Hazard insurance premiums paid on the subject property
from the date of default through the allowable claim filing
dare.

Enter the costs associated with the protection and
preservation of the property. Property preservation costs
up to $500 are allowed without prior approval. Expenses
in excess of $500 require prior written approval by Triad
Guaranty before incurring the expense.

Expcmes related to the foreclosure process such as sale
publications, title costs, filing fees, deed recordings, or
sheriff’s e(pcmes for conducung the sale.

Any addluom[ expcnses associated with appropriate

proceedings for this certificate, including two expenses to
obrain the current fair market value of the property. These
two are claimable if you provide copies of the reports to Triad ;
Guaranty. :

“The total of Lines 24 through 30.

Positive funds in the escrow account ar the default dare are
entered here. Negative escrows are not allowed.

Any rental proceeds received from the subject property.

Any accounts or funds on the loan’s behalf that were pledged
as collateral, used for interest buydowns, or deposited by or
on behalf of the borrower as a credit to the loan.

(a3

45

4.5 line item instructions for a claim for loss
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36, Qther Deductions {Attach
Explanation)

27, Sub-Total Deductible items

28 Total Clalm Amount

Default & Claims Servicing Guide

Any funds received from an insurance company as a refund
or payment for the loan.

Any additonal funds associated with the loan that will be
used towards the reduction of the debr.

Any negodated or held funds used as a reduction of the total |
indebtedness.

At a minimum, the following information should be entered

in this section; :

Foreclosure sale date

HUD-1 sertlement date

Redemption date

Redemption expiration date

Execution or transfer date on a deed-in-lieu

Current fair market value

o Date completed for appraisals or broker
price opinions obtained

o Occupancy status of the property at claim time

+  Real estate broker information including agent’s name,
phone number and/or email address

+  Bankruprcy information including case number,
bankruprcy chaprer, file and release dates for all filings.

e 6 & © & o

4.5lineitem instructions for a claim for loss
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Enter each interest rate change along with its corresponding

e

43
change date, rate, number of days and accumulated interest
calculation for the delinquency. Calculation should be based
on a 360 day calendar year.

43, Attornay’s Fees

e
]

48, Qther Disbursaments

49. Requirad Enclosuras The loan payment history and property values are the only
required enclosures for submission with the Claim For Loss,
We will request the remaining documents if they are needed
for processing or audit.

5o, Status of Property Check the occupancy status of the property as of the claim
submitted date entered on Line 3. If occupied, enter the
name of occupant.

Encer the name and telephone number of the person from
whom we may obtain access to the property.

53, Foraclosure Sale or Transfer Enter foreclosure sale or property transfer date, foreclosure

information bid amount and name of successful bidder

4.5 lineitem instructions for a claim for loss

aranty. Insurance Corporai
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53. Authorizad signature

g4, Contact Name

. Title/Department

v
(%53

58, Phone

Enter Bankruptcy Chaprer(s), File date(s) and Release
Date(s)

The signarture of an agent authorized to certify the
correctness and completeness of the claim being filed.
"The typed or printed name of the person signing as
authorized agent,

The relephone contact number of the authorized person.

- T6IC.0126.2021 Loss Management Department-(800)-451-4872, ext 7003

4.5 lineitem instructions for a claim for loss
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4.6 non-claimable items

Do not list items on the Claim For Loss form (TGIC.0134) thar are not claimable under the Master
Policy. The list below includes typical, but not all, items that are not claimable.

B B R B B

Extended interest for unreasonable delays in the foreclosure process

Delinquent real estate property raxes or liens due before the date of defaule (unless you obrain
prior written approval from Triad Guaranty)

Judgments or liens placed against the property

Late charges or penalties imposed on the loan

Late charges or liens from the Homeowner’s Association

Tax penalties

Inspection photos

Mortgage insurance premiums

Property Inspections

49
4.6 non-claimable items

TGIC.0126,2012 Loss Management Department - (800)-451-4872, ext 7003
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4.7 deductible items on the claim

There are many items associated with a loan char will be deducted from the claim calculation. This
list is typical of what we see submitted in the claim that are not claimable and disallowed from the
calculation when processing your claim. This list is not inclusive of all nonclaimable irems.

The positive balance in the escrow account as of the date the last regular payment was applied
Buydown tunds or other compensating balances pledged on the loan

Rental or other income collected from the property

Hazard insurance refunds

Suspense or holding account funds

Borrower contributions or parrial payments

Net proceeds amount from the sale of the property

Restoration of the property

E B8 @ B @

...................................................................................................................................................................................................................................................................... -
4.7 deductible items on the claim

TGIC.0126.2011 Loss Management Department - (800)-451-4872, ext 7003
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Insuranc

4.8 comments section of the claim

Line 41 of the Claim For Loss form [TGIC.0134] provides a space for additional commencs. In
order to expedite the processing of your Claim For Loss please include the following informarion in
this section.

Foreclosure sale date

HUD-1 sertlement date

Redemprion date

Redemprion expiration date

Execurion or transfer date on a deed-in-lieu

Currenc fair market value and date completed for appraisals or broker price opinions
Qccupancy status of the property at claim time

Real estate broker information including agent’s name, phone number, and/or email address
Bankruptcy information including case number, bankruptcy chapter, file and release dates for all

B B B 8 8 B & B B

filings

51
4.8 comments section of the claim’
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4.9 claims settled without payment

There are times when a Claim For Loss request is closed and the coverage cancelled without
payment. ‘This typically happens when you receive make whole funds prior to settlement of

the claim, if you fail to provide Triad Guaranty with all requested informarion to complere the
processing of your claim after three written attemprs to obrain the information and more than 60
days have elapsed since the last request, or if you are outside of the 180 or 240 day allowance for
providing requested information, whichever shall occur first.

52
4.9 claims settled without payment

ce Corporation,
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Insurance

4.10 where payment is made

Upon validation, claim settlements are sent to the verified payee named on the Claim For Loss
form. This is typically the servicer of the loan that is also listed on Line 14 of the Claim For Loss
form [T'GIC.0134]. However, if the loan is sold to Fannie Mae or Freddie Mac and you wish to
have Triad Guaranty pay them directly, we will do so provided that you includé their loan number
on Line 21 of the Claim For Loss form as well as their name on Line 17 of the Claim for Loss form

[TGIC.0134].

2
2

4.10 where payment is made

TG1C.0126.2011 Loss Management Department - (800)-451-4872, ext 7003
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fnsurance

4.11 exclusions from coverage

As discussed in the Exclusions From Coverage section of your Master Policy, several situations may
affect your benefits. Exclusions include, bur are not limirted to, the situations listed below. Please
refer to your Master Policy for a complete listing.

Pre-existing environmental conditions to the property
Balloon payments

Unapproved loan changes

Failure to report a defaule or submita claim on time

Your Master Policy also excludes coverage where there is physical damage to the propercy. This
includes, but is not limited to:

®  Carastrophic damage
Vandalism
8  Unfinished or partial property rehabilitation

Normal wear and tear to the property is not considered physical damage and will be reviewed upon
receipt of the claim. Physical damage in excess of $1,500 requires the restoration of the property to

its original condition as of the date of insurance or that an adjustment be made for net harm caused
to Triad Guaranty as a result of the damage.

54
4.11 exclusions from coverage

riad Guaranty Insurance Cotporaci
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4.12 explanation of benefits (EOB)

To assist you with undersranding the claim settlement amount that you received, we provide an
explanation of benefits letter. The letter includes the following information:

The expenses you filed in your request
The expenses we allowed in your serclement
Reasons certain expenses were disallowed or adjusted

Vital information on when, how and who we paid

iadguaranty.co; e, NC2 FORECLOSURE

TGIC.0126.2021 Loss Management Department - (800)-451-4872, ext 7003
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4.13 suppltemental claims

The sertlement of a Claim For Loss is considered the full and final discharge of our obligation
under the policy. However, if you forger to file an expense with the initial claim or your invoice was
unavailable at filing of the claim, we will allow an additional 60 days from the settlement of the
initial claim for you to hle a supplemental claim fof the additional expenses incurred and allowable
during the delinquency through claim filing time frame.

4.13 supplemental claims

TeiCoz6z0n Loss Management Department - (800)-451-4872, ext 7003
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Insuran

4.14 eminent domain requirements

In the event thar parc or all of the property is taken by eminent domain or other proceedings by
a federal, state, or local governmental unit or agency, Triad Guarancy requires that all maximum
permissible amounts of compensation awarded be applied to reduce the unpaid and insured

principal balance of the loan in accordance with the law of the jurisdiction where the property is

located.

57
4.14 eminent domain requirements
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5.1 premium remittance on delinquentloans

If the mortgage defaulted and you reported the delinquency to Triad Guaranty during a covered
mandatory period, you may continue to remit premiums. We recommend that you pay the premium
as duc on a valid delinquent loan until you extinguish the mortgage loan by acquiring the borrower's
title. Continuing to pay premiums will protect the coverage in the event the default cures. If you do
not remit premiums, coverage for the certificate will terminate on subsequent defaults. Payment of
the premium will protect your loan from termination of coverage and relinquishment of benefits on
subsequent defaults if che validated incidence of default cures. For additional or specific discussions
regarding your account please contact Triad Guaranty.

59
5.1 premium remittance on delinquent loans
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Insurance

5.2 Triad Guaranty paper reduction initiative

Triad Guaranty continuously updates our processes and looks for ways to minimize our use of paper.
Therefore, unless we request a specific dociiment, please do not forward copies of all notices and

pleadings filed or required in pursuing foreclosure or bankruptey proceedings even though this is the
procedure stated in the Appropriate Proceedings section of your Master Policy. The information may

be passed through with your NOD or DSR each month.

TGIC.0126.2011 Loss Management Department - {800)-451-4872, ext 7003
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Insurance

5.3 property inspections

You are required to take all steps necessary to preserve and protect the property. During the
delinquency stage, if a workout has not been made or borrower contact has not been established,
we recommend that property inspections begin chirty (30) days from the first missed payment and
continue until the default cures or the property is disposed.

5.3 property inspections

s Management D
“Pase Office Box

TG1C.0126.2012 Loss Management Department - (800)-451-4872, ext 7003



4 Triad Guaranty Default & Claims Servicing Guide

Insurance

5.4 disaster relief policy

For loans where the Federal Emergency Management Agency (FEMA) designates a geographic area
as a major federal disaster, we will begin immediately to work with you and your borrowers ro avoid
delinquency and foreclosure. If the borrower’s property or job is located in the disaster area and if the
borrower’s delinquency is worsened by the disaster, Triad Guaranty can provide assistance in several

ways.

Standard workout programs or procedures
90 day moratorium on any legal action against the borrower for delinquency
90 day moratorium on continuation of pending legal actions against the borrower for

W

delinquency

Fannie Mac or Freddie Mac must agree to any.action taken by Triad Guaranty. You are required to
notify Triad Guaranty of your intent to allow the 90-day moratorium either through the DSR or in
writing prior to initiation of the moratorium.

62
5.4 disaster relief policy
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5.5 deficiency judgment pursuits

In states where a deficiency is permitred, the potential for a deficiency pursuit may be the strongest
leverage you have to encourage a borrower to work out his/her loan; therefore it is important that all
collection and workout staff are well versed on the impact of local deficiency laws.

You should protect Triad Guaranty’s rights to pursue the borrower on a deficiency for any benefic
request in excess of $5,000.00 unless we have informed you that we are waiving our rights. If the
state that you are foreclosing in provides for alternative foreclosure processes and pursuit of the
borrower is not warranted due to minimal assets or a bankruptcy filing, you should contact Triad
Guaranty and discuss the prospect of recovery against the additional cost of preserving the rights for

a deficiency.

Triad Guaranty reserves the right to raise any defenses against liability
during the claim review process.

63
5.5 deficiency judgment pursuits
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6.0 FAQs

Rremiyms e e e e e e .

o Should Eeontinue payviog prembums once the foan is reporred delinguen:?

a: We recommend paying the premium until you extinguish the mortgage loan by acquiring
the borrower’s tidle to the property. (See Section 5.1 tor further derails%

default.notices.(section 1) . i :

o When showld 1 reporta delinquency?

a: Within 45 days for a first payment default, within four months and ten days for other

defaults or legal proceedings. (See Section 1.2 or further derails)

oF When shonld Usend o delinquency status reparn o Triasd Guarsan?
a Between the 20th and the last day of the month. A DSR is required every month on every

delinquency that you report to Triad Guaranty. (Sce Section 1.4 for further details)

g Should T report a servicing transfer as a remaoval code “047.

a: No. Report servicing transfer as a removal code “03” on all electronic reporting. Do not
report a servicing transfer as a paid in full loan. The paid in full will trigger a curing of the
loan.

g Do b need ro forward copies of all bankruptey documents and proceedings ro {risd

Cogarany?

a:  No. Notification of the chapter filing, the date of filing, and the relief, dismissal or release
date through the NOD or DSR reporting is sufficient. (See Section 5.2 for further details)

q Should I sead all documenadon for legal pleadings notices to Triad Guarangy?
a No. Reporting the information through the initial NOD or the monthly DSR is sufficient.
(See Section 5.2 for further details)

TGiC.0126.2011 Loss Management Department - (800)-451-4872, ext 7003
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loss.mitigation.(section.2.0)...
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All permissible proceeds awarded will be applied to the unpaid principal bqlancc of the
outstanding loan. (See Section 4.14 for further details)

Flow ofter should a property nspection he complewd?

b

We recommend one inspection per month. (Sec Section 5.3 for further details)

1) Find ouc the reason for default. 2) Determine if the borrower wants to kccp or sell che
property. 3) Decermine the borrower’s abdtty to maintain payments or participate in che
disposal of the property through financial analysis. (See Section 2.1 for further details)

Do 1 need o conrace Triad Guarany tor @ repavment plan?

Only if the plan allows for the loan ro become more than six months in default during the
repayment. (See Section 2.2 for further details)

D6 1 need v conrace Triad Guaraney {or & forbearance plan?

Only if the plan or agreemenr allows for the loan to become more than six months in defaule
during the workout. (See Section 2.2 for further derails)

20 1 aced o conmer Triad Guarnae iU modily the Joan?
Yes. Any change to the term, interest rate, principal balance, product type, property, or

borrower lmblrty requires Triad Guaranty’s approval first. (See Section 2.2 for furcher
details)

riad Guaranty Insurance Corposation,
In R"habd"?;“’" T CLAIMS = chaim, @tgic. com ~
: LQbS MITIGAT] 10

Default & Claims Servicing Guide
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a Yes. You must contact Triad Guaranty in writing with the amount needed for a partial
claim. (Sec Secrion 2.2 for further derails)

Q: Do 1need e contace Triad Giuaranty i 1 allow an assumpeion of the laan?
a Yes. Any release of borrower liability requires Triad Guaranty’s approval first. (See Section

2.2 for turther details)

i Caevree TG DL S s SRS SNSRI
(..:!iiilx,:::i;' L WaNT L0 GO snorT sl Of f%t\. [ERRSER SR

[SESTEORN

a: Yes. A short sale of the property requires Triad Guaranty’s approval and participacion in the
loss. (See Section 2.2 for further derails)

[

4 L2o b neead woe conmet Trind Guamore 31 want o do o d

a: Yes. A deed-in-lieu of foreclosure requires Triad Guaranrty’s approval and our participation
in the loss. (See Section 2.2 for furcher derails)

q: Docs Triad Guarany ever contact borrowers dicectly?

a Yes. We work to supplement your loan counseling efforts. We will contact your “unable to
contact” borrowers and begin gathering information to work cowards a solution. (See Section
2.3 for further details)

oF Wehar Jdo b do o ease of a major toderal disaster?

a: Call Triad Guaranty right away. We allow for an immediate 90-day moratorium on the
initiation or continuation of any legal action to give all parties the time needed to assess the
struation. (See Section 5.4 for further derails)

g T ey & workout alter foreclostre has been nitiaced, will my claim be adjusted for any delay
that the anempt caused?

a Workours are welcome at anytime prior to a foreclosure sale. If you feel thaca delay of the
foreclosure is warranted, contact a Workour Specialist at Triad Guaranty for approval of the
delay. :

67

FAQs
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N D0 1 nced o torward covies of all forcclosure documonis and s 1o Triad Guaranny?

a No. Triad Guaranty does not require you to forward copies of the foreclosure filings and
procccdinﬁgs, but does reserve the right to request such documentation if needed. You may
send notification of dates and foreclosure starus updares through the DSR reporting. (See
Sections 1.7 and 5.2 for furcher decails)

G NWhae are dhe stae foreclosue time tramess

a ‘They vary by state and are listed in the Srate Foreclosure Time Frames table in Secrion 3.2.

q Whar should Tde i [ go bovond the scate toreclosars time frame 1o complete the fureclos

a: You should include a chronological listing of events from the darte of defaulr to the date of
claim filing with explanations of the delays that caused your foreclosure process to go beyond
the listed times. (See Section 3.2 for further details)

q: When should T list my foredlosed property for sale?

a: As soon as reasonable after you obtain borrower’s tide to the property. Review the post
farcclosure requirements section for delays to this process. (See Section 3.7 for further
derails)

foreclos e Diddin g (SO .30 e ]

NE How showuld T bid ar che upeoming foreclosure sale!

a Unless Trriad Guaranty instructs a specific bid, you should bid an amount at the foreclosure

sale that is sufficient to obtain borrower’s title to the property or to encourage a bid sale to
a third parry. The bid amount chosen should protect Triad Guaranty’s rights to a deficiency
recovery. (See Section 3.3 and 3.4 for turther derails)

d Guaranty Insurance Corporation
bilitation ‘
Management Department
-Past Office Box 2300
S NC 271

TGIC.0126.2012

Loss Management Department - (800)-451-4872, ext 7003
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deficiency.pursuit{section.s.o)

g Droes Triad Guaraney pursus deficiencivs?
a: Yes. We do individual and joint pursuits based on the loss and rights preserved. Our bidding

guidelines will assist you in protecting those rights. (See Section 5.5 for further details)

foreclosure notices.(section.3.0)

itk dhould foradesare sale rosudis he reporeed?
a Within 7 days of the foreclosure sale. (See Section 1.8 for further details)

KNI = =l oY nll=To Wt =Ton A Ta] a1 o) I .

4 Doy irind Cuaraniy nesd 1o approve offers on oue read estate owned propeition
a: Yes. You are required to contact Triad Guaranty for approval prior to accepting any offers on

a properey until the claim is paid. (See Section 3.7 for further details)

ClAim prOCeSS S (SECHIOM AD) e T N

qQ When should a Claim For Loss be filed?
a: Within 60 days of acquiring barrower’s title to the property cither through a foreclosure sale

or approved owner transfer/property sale. (See Section 4.2 for further details)

q Whar items make up a Claim For Loss?
a: The unpaid principal balance, accrued delinquent interest, and expenses less income plus

assets. (See Section 4.4, 4.5, 4.6, 4.7, and 4.8 for further dertails)

q: Whar s an explanation of benefits letrer or an EOR?
a: An EOB is a lécter that states how a claim was settled. Lt provides you with a snapshot of the

claim as it was received and a snapshor of how the claim was serdled. Any adjustments made
by us to the claim arc explained in this letter. (See Section 4.12 for further derails)

nsirance Corporation

+:v "% In'Rehabifitadon
Loss Management Deparemett

TGIC.0126.2011 Loss Management Department - (800)-451-4872, ext 7003



Triad Guaranty insurance Corporation, In Rehabilitation

P.O. Box 2300 4ATriad Guaranty
Winston Salem, NC 27102 Insuraics
Phone: 800-628-4744

Fax: 336-499-0064 NOTICE OF DEFAULT

Email: defaults@tgic.com
in accordance with our Master Policy, we hereby notify Triad Guaranty Insurance Corporation, In Rehabilitation that the Borrower
named below has defaulted in the monthly payments on the loan insured under the Master Policy and Certificate described

herein,
MI GERTIFICATE NUMBER SERVICER LOAN NUMBER

SERVICER NAME

SERVICER ADDRESS I Street City State Zip Code

Investor (Check One): Olrriae T rnmMa [JotHer Investor Loan #

Morgagor Name: First jMIdd!e Last Mortgagor Social Security Number

Co-Morigagor Name: First Middle Last Co-Morlgagor Scelal Security Number

Property Address Streat City State Zip Code

Mailing Address If Diifecent i Street City State Zip Code

Homea Phone Number Work Phone Number

CURRENT PRINCIPAL BALANCE (exclude all delinquent interest, stc) Total Delinquent Amount

LOAN DUE FOR DATE { Month Day Year File Date Chapter
BANKRUPTCY

REASON FOR NONPAYMENT (Check One)

[ Business Failure O Fraud ) mnability to Sel [l other (xplain Betow) O curtaiiment of Income
D Death [:] Hazard/Casualty Loss D Marital Problems [:] Payment Adjustment D Transfer of Ownership
[ pisregard for Obligaton [ Iiiness/Medical [ ilitary Service (] Payment Dispute CJunknown (Explain Below)
[T Excessive Use of Credit (] tnabiiity to Rent [TJ Moved/abandoned (] property Probtems ] unemployment
IS THIS A FIRST PAYMENT DEFAULT? QCCUPANCY STATUS (Check One):
Tves CIno ' ] Mortgagor [Jvenant [ vacnt
Month Day Year

DATE OF LAST MORTGAGE CONVERSION:

SERVICER'S NEXT ACTION WILL BE (Chack One)

(] Foredosure (] offer to Take Voluntary Conveyance (DIL) ] Recommended Mortgagor List for Sale
[T Loan Modification/warkout [ pending Refinance
I__J Negotiate Payment Plan ] promise to Pay—Date: (If available)

DESCRIBE SERVICER'S COLLECTION EFFORTS

SERVICER CONTACT

SERVICER PHONE NUMBER & EXT EMAIL DATE

TGIC.0125.0113

Suacanty | Insnrance - Corporarion,
Iri Rehabilication
0ss Managenient Deparemen
“Post Ofﬁce Box 2300

TGIC.0126.2011 LosS Management Department - (800)-451-4872, ext 7003



P
ATrad Gue}rty DELINQUENCY STATUS REPORT

101 South Stratford Road
Winston-Salem, NC 27104

HORTGAGE INSURANCE COMPRNY
TRIAD GUARANTY INSURANCE

SERVIZER NAME AND ADDRESS {Including City, State and 2ip Code}

ATTN:

MORTGAGCR NAME )?:ND PROPERTY ADDRESS (Including City, State and Zip Codel

SERVICER LOAN NUMBER

MI CERTIFICATE NUMBER

INVESTOR (CHECK ONE}

{3 rauec [ FeMA [T] OTHER

INVESTOR LOAN NUMBER

LOAN STATUS
] CURED {Loan brought current or paid off by the mortgagor, not foreclosed/REO.}

1¢ cured, indicate reason: (3 CURRENT 3 PAID GFF
) SERVICING TRANSFERRED {Loan has been sold to another servicer.)

Servicer Name {if known)
{] REMAINS DELINQUENT -~ Complete the Following:
CURRENT PRINCIPAL BALANCE {(Exclude all LOARN DUE FOR DATE (t4/DD/YY) OCCUPANCY STATUS {Check Onel
delinguent interest, etc.) [;] MORTGAGOR [:] VACANT
* | | {3 TewanT ] unxnown
DELINQUENT STATUS {Check One)
] Business Failure O Dissarisficd w/Prop O Moved/Vacate O Temp Loss Of Income
{7} Bankruptey [J Excess Use af Credit {31 othexr (1 Transfer Of Ownership
{1 Chronic Delinquent (1 Incarceration {71 payment Adjustment ] Unknown
(O Casualty Loss (O 1illness {] Ppayment Dispute {1 Unemployment
] Death O 1nability To Rent ) servicer Problem
{1 Disregard For Obligation O Marital Problems O Temp Forebearance
OUTLOOK (Check One)
{7} Claim Advanced ) Loan Assumed {] No Action ) Recommend Sale
) Chronic Delinquent {0 Loan Modification {1 other Volun Convync {0 short Sale
O Cure O Loan Refinanced O ocher
) Foreclosure O Negotiate Payment Plan O Promise To Pay
] Bankruptcy: Yes____ No____ File pDate:__/__/ __ Chapter Filed: Discharge Date:_ /__ [/
Date Referred for Redemption Expiration Claim File Date Sale Scheduled Date Date Title Acquired
Foreclonure F)ate {if applicable;

1
| | | ! | | | | | I

COMMENTS ;

1. Please return no later than the 20th of this month.
COMPLETED BY
SERVICER CONTACT NAME TELEPHONE NUMEER FAX NUMBER E-MAIL DATE COMPLETED 1

{ } { 1 i

19799}

FORM TG-23
CLMROGIC

Phones: 316-723-1282 800-628-4744 x7226 Fax: 336-499-0064 E-mail:dcfaulis@gic.com

orporation,
n }\chabxi atjon.

TGIC,0126.2011

Loss Management Department - (800)-451-4872, ext 7003




ATriad Guaranty

Insuran

FORECLOSURE SALE RESULTS

Please fax or email this form to Triad Guaranty within 7 days of the foreclosure sale date.

FAX NUMBER: (336) 499-0064 EMAIL ADDRESS: defaults@tgic.com

Certificaté Number: Servicer Loan Number:

Borrower Name:

Foreclosure Sale Date: Redemption Expiration Date
(if applicable):

Investor Name: O FNMA O FHLMC Q Other (List Name and Address)
Name:
Address:

Investor Loan Number:

Estimated Total Debt: Final Bid at Sale:

Successful Bidder:

Current Market Value of Property: Date Completed:

a Appraisal* Q Interior BPO* O Exterior BPO* (Check One)

“For value reimbursement, please include a copy of the BPO/Appraisal with your claim-for-loss submission.

Listing Agent's Name:

Listing Agent's Telephone Number:

List Price of Subject Property:

Triad Guaranty Insurance Corporation, In Rehabilitation
101 South Stratford Road
Winston-Salem, NC 27104

Post Office Box 2300
Winston Salem, NC 27102
(R0Q) 628-4744 cxt. 7003 / (336} 723-1282 ext. 7003 TGIC.0138.0113

72 -

TGIC.0138 foreclosure sale results form

TG1C.0126.2011

Loss Management Department - (800)-451-4872, ext 7003



Triad Guaranly insuranco Corporation, in Rehabilitation
P.O. Box 2300
F Winstan-Salem, NC 27102
varan! y
ATriad G ”W,WFY CLAIM FOR LOSS Phone: 336-761-5177
Fax: 336-723-1001
Email; claims@1gic.com

1. insurance Type 2. Glaim Type O Initial O Supplemental 3. Date This Claim Submitted
0 Primary O Pool O Other
4. insured's Name 5. Insured’s Loan Number
6. Address 7. Certificate Number
8. City State 2Zip Code EN Master Policy Number
10. Borrower Name(s} 171, % Covarage 12. Type Coverage
13. Property Address {Including Gity, State and Zip Coda)}
14, Servicer Namae (If different from Insured's Namae) 15. Servicer Loan Number
16. Servicer Address (Including City, State and Zip Code) (If different from Insurad)
17. Fayee Name (If ditferant than insured’s Name) 18. Payee Loan Number -
19, Payee Address (including City. State and Zip code) (if different than Insured)
20. Investor Name (if differant than Payea’s Name) 21. Investor Loan Number
Claimable Items:-
22. Unpaid Principal Balance (Interast paid through / / ) $
23. Accumutated Interest: $
From /. /. to / / = Days @
24, Sub-total Prin¢ipal and intarest {Line 22 Plus Line 23) S
Expense lnformation: - : :
25. Attorney’'s Fees 8
26. Property Taxes 3
27. Hazard Insurance Premiums $
28. Property Presarvation Costs 3
29. Statutory Disbursements $
30. Other Disbursemaents $ —
a1, Sub-total Claimable ltams (Totat Lines 24 through 30) S
Deductible {tems:
a2, Escrow Account Balance $
i 33. Net Rental Proceeds %
: 34. Pledged Savings, Buydowns, or Other Funds Held for Insured $
35. Insurance Proceeds %
36. Other Deductions (Attach Explanation) %
37. Sub-total Deductibfe items {Totat Lines 32 Through 36) $
as. Total claim amount (Line 31 Minus Line 37) s
39. Less Adjustmants, if any (Attach Explanation) 3
40, Adjusted Claim Amount (Line 38 Minus Line 39) 3
41, Comments:
42, ARM Interast Rate Information: Unpaid Principal Balance (from line 22) s
Rate From To Number of Days Amount
1. %o / / i $
{ 2, % Y S D ol d — $ 1
ER o ) / Y S S $
/ 3
Date Pald Description Amount :
43. Attorney's Fees $
b 2
$
Total (Enter on Line 25) 3
44. Property Taxes
Tax Period / / to A /. $
Tax Period to / /. $ N
Tax Period to /. A E3
Total (Enter on Line 26) 3

TGIC.0134.0113

Lorpor.mo
In Rch-«bxhtanon
ss Management Deparomen
Past: Oiﬁlce Box "%()()

TG1C.0126.2011 Loss Management Department - (800}-451-4872, ext 7003



48. Hazard Insurance Premiums
Effective __ / _ / __to___ [/ I
Effective fdto I /.
Effective S to /7

Total (Enteron Line 27)

46. Property Preservation Costs
v

Total (Enter on Line 28)

47. Statutory Disbursements

Tolal (Enter on Line 29)

48, Other Disbursements

(NN BH ADARY [N G VOB

Total {Enter on Line 30)
49. Required Enclosures: Additional Enciosures (If Applicable):
O Loan Payment History from default

O Copy of Primary Mi Claim for Loss, settlement check and EOB, if
O BPO/Appraisals claimed . applicable

50. Is property O vacant or [0 occupied? it occupied, please state nama of occupant:

Key 1o property may be obtained from: Telsphone: ( )

S1. Foreclosure sale or property transfer date: /. /. Foreclosure bid amount:
Successful bidder:

52. Bankruptey filings (it applicable):
Chapter File data A . Ral date . /.
Chapter Filg datg 4 / Release date / /

WARNING: Any person who knowingly and with intent to defraud any insurance company files
an insurance application and/or a claim for the payment of loss containing any incomplete, false,
misleading or fraudulent information, or conceals any material information for the purpose of
misleading the company, may be guilty of insurance fraud. Such person may be subject to fines,
civil and/or criminal penaities, denial of benefits and/or imprisonment. Insurance coverage may
be rescinded or a claim denied if the insurer relied on any misstatement, misrepresentation,
omission or concealment and such misinformation or omission was material to the risk assumed
or provided fraudulently.

WARNING: ME, TN, VA, WA: it is a crime to knowingly provide faise, Incomplete or misleading Information to an
insurance company for the purpose of defrauding the company. Fenaities for such an act include imprisonment,
fines and denial of benefits.

WARNING: NY: “Any person who knowingly and with intent to defraud any insurance company or other person ftiles
an application for insurance or statement of claim containing any materially false information, or conceals for the
purpose of misleading, information concerning any fact materlal thereto, commits a fraudulent insurance act, which
Is a crime and shall also be subject to a civil penaity not to exceed five thousand dollars and the stated value of the
claim for each such violation.”

WARNING: DC: “It is a crime to provide {false or misleading information to an insurer for the purpose of defrauding
the Insurer or any other person. Penaities Include imprisonment and/or fines. in addition,-an insurer may deny
insurance benetits, If faise information materially related to a claim was provided by the applicant.”

WARNING: CA: For your protection California law requires the following to appear on this form.
Any person who knowingly presents a faise or fraudulent claim for the payment of a loss is
guilty of a crime and may be subject to fines and confinement in state prison.

WARNING: AZ: For your protection Arizona law requires the following statement to appear on
this form. Any person who knowingly presents a false or fraudulent claim for the payment of a
loss is subject to crimlinal and civil penalties

Claim Authorization:

{ hereby certify that the statements contained herein are true, correct and complete. | understand that a claim will not be
complete until all applicable documents have been received by the Insurer. We are not aware of any facts indicating that the
subject property is or might be subject to any environmental contamination or hazard, except as disciosed in accompanying

attachments.

53. Authorized Signature 54. Contact Name (Type or Print)
( )

55. Title/Department 56. Phone

57. Email

TGIC.0134.0710

74

TGIC.0134 - claim for loss form page 2 of 2
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-Post Office Box 2300
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EXHIBIT E



From: Teresa Haines <THaines@tgic.com>

Sent: Monday, October 08, 2012 10:03 AM

To: Thomas Brolan; James Mayers

Cc DPO

Subject: 3Q2012 Deferred Payment Obligation (Homeward Residential, Inc) :secure:

Attachments: CLM_RPT_DPO_HOMEWARD_RESIDENTIAL_INC_AHM_TGIC_ESCROW_
20121008004243.zip

To whom it may concern,

Effective June 1, 2009 the lllinois Division of Insurance directed Triad Guaranty Insurance to pay and
satisfy each claim in two segments (i) a cash payment equal to 60% of the full settlement payment
and (ii) a deferred payment obligation equal to 40% of the full settlement payment. The cash amount
will be paid by TGIC to the designated recipient (normal process). The deferred amount of each claim
amount shall be evidenced by a book entry (payable) to the deferred claim amount in TGIC's SAP

financial statements.

This process is in compliance with Corrective Order No. 01-2009 issued by the lllinois Division of -
Insurance on March 31% 2009. The attached spreadsheet complies with Section 7 of that order in that
it exhibits (i) the deferred amount attributable to each claim amount under a policy owned by the
insured for such designated recipient (‘Principal Payable’ in the attached spreadsheet), (ii) the date

_on which the claim was acknowledged to be due and payable by TGIC (‘Claim Payment Cal Day D¢’
/ ‘Payment Year’ / ‘Payment Month’ on the ‘Detail’ tab in the attached spreadsheet), and (iii) the
associated carrying charge accrued for such deferred amount during the previous calendar quarter,
year to date and on a cumulative basis (‘Interest Payable’/ ‘Interest Rate’ in the attached

spreadsheet).

There are a few things we would like to point out. First, the carrying charge (‘Interest Rate’ in the
attached spreadsheet) shall apply to each insured’s deferred amount beginning with the first day of
the month_next following the month in which the corresponding cash amount has been paid.
This carrying charge will equal the annualized investment portfolio yield for the immediately preceding
calendar quarter. The carrying charge will not compound or bear a carrying charge itself. Also, in the
event Triad meets specific Capital based thresholds at each year-end valuation date, TGIC shall
distribute to all insured recipients a corresponding percentage of their then outstanding aggregate
deferred amounts. The beginning amount has been set to 40% and shall be decreased in 5%

increments.

Most of the information you will need can be found on the first tab entitled ‘Summary’. This will give
you the DPO counts, principal payable and interest payable amounts by issuance year. When
redemptions are claimed you will be able to see the adjusted Cash/Deferred Obligation % as time
passes. The ‘Principal Payable’tab groups the Deferred Principal amounts by issuance month/year.
The ‘Interest Payable Schedule’ will display the inventory of payable interest (‘Carrying Charge’) by
month with reporting months in columns and issuance months in rows (remember there will be no

interest accumulation in the first month).

When we have finished the cash payment transaction, the remaining process involves the payment of
the deferred payment obligation. You should be receiving an ‘Explanation of Benefits’ to satisfy

1



your record keeping of the Cash/Deferred Obligation payments. If and when the lilinois Department
of Insurance approves payment of ail or a portion of the Deferred Obligation Payment, we will contact

you regarding that payment.

- Triad Guaranty has entered into litigation against American Home Mortgage. In early
September 2009, Triad Guaranty ceased payment of claims for any loan originated by
American Home Mortgage. These fuhds have been sent to a separate escrow account pending
settlement. If yvou are the investor/owner of any of these loans, we have attached a second
spreadsheet detailing the information for these specific Deferred Payment Obligations.,
Though yvou have not received cash at settlement, we will continue to report the restricted
DPO balance and interest until the situation has been clarified.

Lastly, as we continue this process, we want to make sure we're including the appropriate individuals
on this distribution list. If you feel anyone needs to be added/deleted please forward their information,
but for security’s sake it would probably be better to have a few lead contacts that can distribute to
each group internally. Thank you for that consideration.

Please note that the creation of these reports has been automated on our side to better manage the
reporting. If you have any questions, please visit our Q&A website at www.tgic.com/dpo.php or email

DPO@tgic.com.

<<CLM_RPT_DPO_HOMEWARD_RESIDENTIAL_INC_AHM_TGIC_ESCROW_20121008004243.zip>>

Teresa Haines
Triad Guaranty Insurance Corporation
Loss Management Project Analyst

336-723-1282 Ext. 1287

The information contained in this email and any attachments may be privileged and/or confidential and
protected from disclosure. It is intended solely for the use of the recipient(s) to whom it is addressed, or
an employee or agent responsible for delivering this message to the intended recipient(s). You are hereby
notified that any dissemination, distribution, copying or other use of this communication is strictly
prohibited. If you have received this communication in error, please notify the sender by reply email and
delete this email and all attachments from your system. Thank you.



Firm No. 42297
IN THE CIRCUIT COURT OF COOK COUNTY, ILLINOIS
COUNTY DEPARTMENT, CHANCERY DIVISION

IN THE MATTER OF THE REHABILITATION OF )
TRIAD GUARANTY INSURANCE CORPORATION ) Case No. 12 CH 43895

NOTICE OF FILING

To: J. Kevin Baldwin
Danniel A. Guberman
Counsel to the Receiver
222 Merchandize Mart Plaza Suite 1450
Chicago, IL 60654

PLEASE TAKE NOTICE that on August 26, 2013, the undersigned filed with the Clerk of the
Circuit Court of Cook County, Illinois, County Department, Law Division, Richard J. Daley
Center, 50 West Washington Street, Chicago, Illinois, OBJECTION AND RESPONSE OF
CERTAIN SECURITIZATION TRUSTS TO THE PLAN OF REHABILITATION FOR TRIAD
GUARANTY INSURANCE CORPORATION, a copy of which is attached hereto and thereby
served upon you.

DYKEMA GOSSETT PLLC

10 South Wacker Dr., Suite 2300
Chicago, IL 60606

Telephone: (312) 627-2173 or 2147
Todd Gale (6229288)

Dawn N. Williams (6308222)

400 Renaissance Center

Detroit, MI 48243

Telephone: (313) 568-5340
Benjamin W. Jeffers

(Pro Hac Admission To Be Filed)

CHICAGOW000210.1
ID\SWI - 100767\0005



PROOF OF SERVICE

Ti= undersigned, a non-attorney, hereby certifies under penalty of perjury under the laws of the
State of Illinois that, on August 26, 2013 she caused to be served on the person(s) listed above in
the manner shown:.

X United States Mail, First Class
By Messenger
By Facsimile

Under penalties as provided by law pursuant to ILL. REV. STAT. CHP 110 Sec 1-109, [ certify that the

statements set forth herein are true and correct.

Susan Wawrzynowicz

"CHICAGOW000210.1
IDASW! - 100767\0005



