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UNITED STATES DISTRICT COURT =~ /™5
MIDDLE DISTRICT OF FLORIDA,~ . "= -

e

_TAMPA_ G g,
Civil ACthIlN(frw“ e

§.07-C-0 ﬂ@ /[f d""‘“f%][)/(c)

BANKERS LIFE INSURANCE COMPANY,
Plaintiff,
Vs,

CREDIT SUISSE FIRST BOSTON
CORPORATION, also known as Credit Suisse
Securities (USA) LLC, CREDIT SUISSE
FIRST BOSTON MORTGAGE SECURITIES
CORP., DL MORTGAGE CAPITAL, INC,,
TRIAD GUARANTY INSURANCE
CORPORATION, SELECT PORTFOLIO
SERVICING, INC. and BANK OF NEW
YORK,

Defendants.

COMPLAINT

Plaintiff, BANKERS LIFE INSURANCE COMPANY (“BANKERS”), by its
undersigned attorneys, hereby sues Defendants CREDIT SUISSE FIRST BOSTON
CORPORATION, a/k/a CREDIT SUISSE SECURITIES (USA) LLC (“CSFB”), CREDIT
SUISSE FIRST BOSTON MORTGAGE SECURITIES CORP. (“CSFB Mortgage™), DLJ
MORTGAGE CAPITAL, INC. (“DLJ”), TRIAD GUARANTY INSURANCE CORPORATION
(“TGIC”), SELECT PORTFOLIO SERVICING, INC. (“SPS”) and BANK OF NEW YORK
(“BoNY”) and alleges as follows:

JURISDICTION AND VENUE ALLEGATIONS
1. This is an action for damages and other relief in excess of Seventy-Five Thousand

{$75,000.00) Dollars and is within the monetary jurisdiction of this Court.

QO

Y
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2. Certain claims asserted herein arise under and pursuant to §10(b) of the Securities
and Exchange Act of 1934 ("1934 Act"), 15 U.S.C. §§ 78j(b) and 78t(a), and Rule 10b-5
promulgated thereunder by the SEC, 17 C.F.R. § 240.10b-5, and Section 12 of the Securities Act
of 1933, 15U.S.C. § 77L.

3. This Court has jurisdiction over the subject matter of this action pursuant to 28
US.C. §§ 1331 and 1337 and Section 27 of the 1934 Act. In addition, this Court has
jurisdiction pursuant to 28 U.S.C. § 1332, as there is complete diversity among the parties and
the amount in controversy exceeds $75,000.00.

4, Venue is proper in this District pursuant to § 27 of the 1934 Act and 28 U.S.C. §
1391(b) (action not founded solely on diversity). Upon information and belief, substantial and
material events and omissions giving rise to this action, including certain transactions, acts,
practices and course of business, took place in the Middle District of Florida.

5. In connection with the acts alleged herein, the Defendants, directly or indirectly,
used means and instrumentalities of interstate commerce, including, but not limited to, the mails,
interstate telephone communications and the facilities of the national securities markets.

6. BANKERS 1is a corporation organized and existing under and by virtue of the
laws of the State of Florida, with its principal place of business at 360 Central Avenue,
St. Petersburg, FL 33701.

7. CSFB is a Delaware corporation, with its principal place of business in New
York, New York. CSFB is, and was at all relevant times, a securities broker/dealer licensed to
do business in the State of Florida and registered with the United States Securities and Exchange
Commission (“SEC™), the State of Florida and the National Association of Securities Dealers,

Inc. (“NASD”). CSFB is subject to the laws of the United States and the State of Florida, and
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the rules and regulations promulgated thereunder by the SEC and subject to the rules and
regulations of the self-regulating organizations (“SROs”) of which it is a member, in addition to
being subject to its own internal rules and regulations. CSFB was the underwriter of the
securities (“Securities”) which are the subject of this Complaint.

8. CSFB Mortgage is a Delaware corporation, with its principal place of business in
New York, New York. CSFB Mortgage is an affiliate of CSFB. CSFB Mortgage acquired from
DLJ the mortgage loans which served as collateral for the Securities described herein and
assigned the mortgage loans to a trust for the benefit of the holders of the Securities.

9. DLJ is a Delaware corporation, with its principal place of business in New York,
New York. DLIJ is an affiliate of CSFB and the seller of the mortgage loans which served as
collateral for the Securities.

10.  TGIC is an [llinots corporation, with its principal place of business in Greensboro,
North Carolina. TGIC issued a mortgage guaranty insurance policy purportedly to cover the
mortgage loans which served as collateral for the Securities.

11.  SPS is a Utah corporation, with its principal place of business at 3815 Southwest
Temple, Salt Lake City, Utah. SPS is a controlled affiliate of CSFB and is the servicer of the
mortgage loans which serve as collateral for the securities.

12, BoNY is a commercial bank chartered under the laws of the State of New York
with its principal place of business in New York, New York. In connection with the transactions
alleged herein, BoNY has served as Trustee for the benefit of the holders of the Securities.

13.  This Court may properly exercise personal jurisdiction over each Defendant
pursuant to the claims asserted herein and Florida’s Long Arm Statute § 48.193(1) and §

48.193(2), Florida Statutes, since at all times material hereto, Defendants engaged in business
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activities in Florida, committed tortious acts in Florida, breached contracts in Florida, caused
injury to persons in Florida arising out of an act or omission by Defendants outside and within
Florida, and otherwise engaged in systematic and continuous contact with Florida.

FACTUAL BACKGROUND

14, BANKERS purchased asset-backed securities (“ABS Securitics”)' issued by
CSFB for its investment portfolio in the secondary market.” The ABS Securities purchased by
BANKERS were Security 1-B-2 and Security I-B-3 (the ‘“Certificate,” “Security” or
“Securities”), which were classes (tranches) in the ABS Securities issue of mortgage-backed
pass-through certificates entitled “CSFB Mortgage-Backed Pass-Through Certificates, Series
2001-28” (“CSFB 2001-28”) (the “Transaction”).

15. CSFB, as underwriter and issuer, sold to investors and other broker-dealers, the
Securities which were issued and offered pursuant to CSFB 2001-28. Eleven classes of
instruments, including Securities I-B-2 and [-B-3 of the CSFB 2001-28 Certificates were sold,
with a total principal balance of $302,634,786, and a closing date of November 30, 2001.

16.  Security I-B-2 was acquired by BANKERS in two separate purchases as follows:

a) $800,000 original face amount of January 12, 2004 at a

price of 104 24/32. ($811,685.87). The current face of I-
B-2 at the time of purchase was $773,860.49.

b} $95,000 original face amount on February 25, 2004 at a
price of 104 8/32. (895,801.51). The current face of I-B-2
at the time of purchase was $91,895.98.

' On January 18, 2005, the SEC approved the following definition of Asset-Backed Securities:

The term “asset-backed security” is currently defined in Form S-3 to mean a security that is primarily serviced by
the cash flows of a discrete poel of receivables or other financial assets either fixed or revolving that by their terms
convert into cash within a finite time period plus any rights or other assets designed to assure the securing or timely
distribution of proceeds to the security holders.

? The secondary market is where mortgage loans that have been packaged and/or securitized rade.
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17. Security [-B-3 was acquired by BANKERS in a single purchase in accordance

with the following terms:
$500,000 original face amount on February 2, 2004 at a price of
$100.00 (par). The current face of Security I-B-3 at the time of
purchase was $483,662.81.

18. The Transaction was structured as a standard ABS Securities underwriting, as
described in “Fixed-Income Sectors: Asset-Backed Securities,” Dwight Asset Management
Company 2005 as follows:

The financial institutions that originate the loans sell a pool of
cashflow-producing assets to a specially created third party that is
called a special-purpose vehicle (SPV). The SPV is designed to
insulate investors from the credit risk of the originating financial
institution. The SPV then sells the loans to a trust which issues
interest bearing securities that can achieve a credit rating separate
from the financial institution that originates the loan. The typically
higher credit rating is given because the securities that are used to

fund the securitization rely solely on the cash flow created by the
assets, not on the payment promise of the issuer.

19. The collateral for CSFB 2001-28 consisted of a mortgage pool of one group of
3,055 fixed rate mortgage loans (“Group [ mortgage loans™) with an aggregate principal balance
of $247,399,776 and a second group of 393 adjustable rate mortgage loans {“Group II mortgage
loans™) with an aggregate principal balance of $57,521,925. The aggregate principal balance of
the two groups was $304,921,701.

20.  As part of the creation and packaging of the Securities, CSFB Mortgage acquired
approximately 97% of the Group I and Group II mortgage loans from DLJ, as noted above. The
small amount of remaining mortgage loans were also acquired by DLJ from Washington Mutual
Mortgage Securities Corp. (“WMMSC”). CSFB performed no due diligence on the mortgage
loans collateralizing the Securities purchased by BANKERS. CSFB selected the servicer, the

issuer of the insurance coverage and the mortgage loan originator in the Transaction. CSFB
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controlled the activities of each participant and used this control to the detriment of BANKERS
and other holders of the Securities.

21.  CSFB Mortgage established a trust pursuant to a pooling and servicing agreement
("PSA™) among CSFB Mortgage, DLJ and WMMSC as sellers of the mortgage loans; Vesta
Servicing, LP (“Vesta”), predecessor of SPS and also a controlled affiliate of CSFB, as servicer
of 96.55% of the Group I mortgage loans and all of the Group II mortgage loans; WMMSC, as
servicer of 3.45% of the Group I mortgage loans; Bank One, National Association (“Bank One”),
as trustee, predecessor of BoNY, and Vesta as special servicer for the Group T and Group II
loans.

22, In connection with the creation of Security I-B-2 and Security I-B-3, Defendants
obtained a rating of the Securities from Moody’s Rating Service (“Moody’s™).

23.  Prior to the dates of purchase by BANKERS of Security I-B-2, it was rated A2 by
Moody’s with a maturity date of November 25, 2031 and a projected weighted average life’ of
nine (9) years. Moody’s long-term obligation ratings are opinions of the relative credit risk of
fixed-income obligations with an onginal maturity of one year or more. The Moody’s ratings
address the possibility that a financial obligation will not be honored as promised and reflect
both the likelihood of default and the probability of a financial loss in the event of default.
Moody’s rating of A2, considered upper medium grade, for Security I-B-2 is a designation of
investment grade, meaning the security is considered eligible for bank investment and is subject

to low credit risk.

* Weighted average life is defined by the Bond Market Association as “the time-weighted average maturity of a stream of principal cash
flows. . .. It is the usual time dimension cited in the selling and trading of amortizing ABS.” Average life can readily be estimated for a
security that pays principal in a single payment. For an amortizing structure, the average life varies, depending on the prepayment
assumptions. Based on the structure of a particular ABS and the type of underlying collateral used, ABS “tranches” — separate classes
of securities — may be created with lives that correspond to the maturity and duration requirements of a broad range of investors —
from short-term money market tranches to long-term assets.

{216030.0001/N0651670_1}
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24. Similarly, prior to the date of purchase by BANKERS, Security I-B-3 was
Moody’s rated Baa2, an investment grade designation, with a maturity date of November 25,
2031. Due, in fact, to the lower rating at the time of purchase, BANKERS paid a lower price for
Security I-B-3 than was paid for Security I-B-2.

25. BANKERS relied on CSFB’s assurances and representations regarding the
Moody’s rating assigned to the Securities.

26.  As more fully set forth below, CSFB withheld material information on the true
status of these Securities, which, if properly disclosed, would have resulted in a substantial
downgrade of the Moody’s rating.

27.  For example, following the purchase of the Securities by BANKERS, both
Security I-B-2 and Security I-B-3 suffered a series of Moody’s rating downgrades.

28.  Security I-B-2 suffered a series of Moody’s rating downgrades as follows:

Date of
Rating Downgrade
A2%- 1/05
Baa3 3/05
Baa3*- 7/05
B1 8/05
B1*- 7/06
Caal 10/06
29, Set out below is an explanation of the Moody’s rating in each downgrade of
Security I-B-2;
A2%*-: The “*-” means the security is on negative credit watch for its
A2 rating.
Baa3: The security remains investment grade but the obligations are

subject to moderate credit risk. The obligations are considered
medium-grade, and as such, may possess certain speculative
characteristics.

Baa3*-: The security is on negative credit watch for its Baa3 rating.

{216030.0001/N0651670_1}
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Bl1: The security is now speculative grade. The obligations are
considered speculative and are subject to high credit risk.

B1*-: The security is on negative credit watch for its Bl rating.

Caal: The security is lower speculative grade. The obligations are
judged to be of poor standing and are subject to very high risk.

30. The latest Moody’s rating downgrade to Caal has reduced the market value of
Security I-B-2 to a nominal sum, The current market price of Security I-B-2 is estimated to be
approximately $8.00 compared to BANKERS’ purchase price of $104.75 on one piece and

$104.25 on the other. The status of both pieces of I-B-2 and the current loss is set out below;

PIECE 1
Current face (@ purchase $ 773,860
Purchase price @ $104.75 $ 811,685
Current face on 3/25/07 $ 636,127
Current market value on 3/25/07 @ $8.00 $ 55,036
Estimated Loss $ 585,237
Principal and interest loss as of 3/25/07 $ 122,506
Approximate Loss $ 707,743

PIECE 2
Current face @ purchase $§ 91,895
Purchase price @ $104.25 $ 95801
Current face on 3/25/07 $ 75,540
Current market value on 3/25/07 @ $8.00 $ 6,043
Estimated Loss $ 69,497
Principal and interest loss as of 3/25/07 $ 14,547
Approximate Loss $ 84,044

31. Similar to Security I-B-2, between January, 2005 and September, 2005, Security

I-B-3 has suffered a series of rating downgrades by Moody’s as follows:

*  An additional loss is reflected in the fact that both pieces were purchased at a premium (over par value) and payoff at par. The

additional “premium loss” is approximately $34,000 making a total loss of approximately $825,787 for both pieces.

{216030.0001/N0651670_1}



Case 8:07-cv-00690-EAK-MSS ~ Document1  Filed 04/23/2007  Page 9 of 29
—

Date of
Rating Downgrade
Baa2*- 1/05
B1 3/05
B1*- 7/05
Ca 9/05
32. Set out below is an explanation of Moody’s rating in each downgrade of Security

I-B-3:
Baa2*-: The security is on negative credit watch for its Baa2 rating.

B1: The security is now speculative grade. The obligations are
considered speculative and are subject to high credit risk.

B1*-: The security is on negative credit watch for the B1 rating.
Ca: The security is next to the lowest speculative grade. The
obligations are highly speculative and are likely in, or very

near, default with some prospect of recovery of principal
and interest.

33. The September, 2005 Moody’s rating downgrade reduced the market value of
Security I-B-3 to zero compared to the purchase price of $483,662.81. As of March 25, 2007,
the principal balance of I-B-3 was zero and BANKERS has realized a principal loss of
$462,553.00 and an interest loss of $32,540.00 for a total loss of $495,093.00.

34. The foregoing Moody’s downgrades of Securities [-B-2 and I-B-3 could have
been substantially lessened or avoided had the representations made by Defendants been true and
had Defendants fulfilled the fiduciary obligations owed to BANKERS.

35. Had the Securities been properly downgraded prior to purchase, BANKERS
would not have purchased the Securities.

36. In addition to misrepresenting the Moody’s rating, Defendants contrived a scheme
to create a false investment product worth substantially less than the represented value of the

Securities sold by Defendants.
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37.  Defendants created the Securities in an effort to induce purchasers to purchase the
Securities under the guise that they were “safe”, minimum risk, fixed-income producis.
Defendants implemented the foregoing scheme by making the following misrepresentations to
BANKERS and the market:

a. That the maximum amount of insurance coverage available to investors,
including Bankers, was equal to 7.00% of the aggregate principal of
$302,634,786 (approximately $21.1 million dollars) and that the Securities
were guaranteed to be protected with $21.1 Million in mortgage pool
insurance under the policy provided by TGIC.

b. That TGIC issued, for the benefit of BANKERS, a loan level mortgage
gnaranty insurance policy (“TGIC policy”) covering substantially all of
the mortgage loans with loan-to-value ratios (“LTV”) in excess of fifty
(50%) percent at origination, and that the premium for the TGIC policy
was calculated as a per annum percentage of 86 basis points (.86%)
applied to the outstanding principal balance of each mortgage loan at the
end of the prior calendar month.

c. That the TGIC policy included coverage against a loss sustained by reason
of a default.
d. That there would be private mortgage insurance (PMI)’ coverage to

provide protection on each loan with an LTV ratio in excess of 80%.

e. That credit support would be provided by over-collateralization® (“O/C”")
of $2,286,915 which would be properly administered.

f. That fraudulent mortgage loans would be tendered to DLJ.
g. That the mortgage loans would be properly serviced.
h. That insurance claims would be properly filed and pursued.

5 PMI policies were issued by private mortgage insurance companies to cover 19.79% of the mortgage loans which had higher LTV's.

PMI is generally required by the originator of a mortgage loan when the LTV of the loan is higher than 80.01%. PMI covers the
principal amount of the mortgage loan which is in excess of 80% of the appraised value. PMI provides no protection to the owner of the
mortgage in event of a default caused by fraud and misrepresentation in the origination of the mortgage loan.

® The original O/C of $2,286,915 was the difference between the total unpaid principal balance of $304,921,701 of the mortgage loans
for the Transaction minus the principal amount sold to investors ($302,634,786). CSFB, SPS and others conspired to charge loan losses
to the O/C account which should have been put back 1o DLI, the loan originator, or a claim for insurance should have been filed with
TGIC. The current balance of the O/C is zero because CSFB, SPS and others have wrongfully charged the O/C for losses that should
have been covered by TGIC insurance or tendered to DLJ in violation of the representations made to BANKERS.

{216030.0001/NG651670_1 }
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38. Defendants further represented to BANKERS, and others, that the mortgage loans
were purchased from “highly credible financial institutions which were supervised and examined
by a federal or state authority.”

39.  The foregoing was a material representation to BANKERS, as well as to other
purchasers in the secondary market, when, in fact, Defendants had full knowledge that many, if
not most, of the mortgage loans, purchased from these highly regarded originators, were not
direct mortgage loans made to borrowers who were customers of the financial institutions, but
were mortgage loans of lesser quality purchased from third party wholesale originators. The
“highly credible financial institutions” had no problem in aggressively purchasing these
mortgage loans from wholesale originators as the mortgage loans would be immediately assigned
to CSFB, which was done with the full knowledge and encouragement of CSFB.

40.  Upon information and belief, CSFB’s motive was to gather collateral, increase the
size of the deal, and increase profitability without regard for the interests of BANKERS. The
true source and nature of the mortgage loans was never shared with BANKERS.

41.  Specifically, CSFB knew, or in the exercise of a minimal degree of care, should
have known that many of the mortgage loans used as collateral for the Securities were:

(a) originated with inadequate underwriting criteria;,

(b) originated in such a way as to result in excessive risk to BANKERS;

(c) originated with a large volume of poor quality loans;

(d) originated by wholesale originators who were openly and actively

engaging in improper lending practices;

{216030.0001/N0651670_1}
11




Case 8:07-cv-00690-EAK-MSS  Document 1  Filed 04/23/2007 Page 12 of 29

(e) originated as adjustable rate mortgages to subprime borrowers by
qualifying the borrowers with low initial payments without an appropriate analysis of the
borrowers’ ability to make payments at the fully indexed rate;

§3) originated as to borrowers without considering appropriate documentation
and/or verification of their income;

(g) originated containing features requiring frequent refinancing;

(h) originated to borrowers with inadequate debt-to-income ratios; and

(i) originated without properly considering borrowers’ ability to meet their
overall level of indebtedness.

42.  All of the foregoing representations, coupled with Defendants’ reputation and
marketing efforts regarding the nature and minimal risk of the Securities, induced BANKERS to
purchase Security I-B-2 and Security I-B-3 as set forth above.

43,  BANKERS subsequently discovered that Defendants’ representations were false
and misleading, and that Defendants omifted numerous material facts to BANKERS.

44, Indeed, it was discovered that CSFB controlled the source of almost all of the
mortgage loans that constituted the pool, and as a result:

(a) No due diligence was performed on the mortgage loans;

(b) CSFB knew that shoddy, inferior mortgage loans were aggressively

purchased from wholesale originators;

() Representations and warranties were made by DLJ which CSFB knew
would not be honored; and

(d) CSFB knowingly accepted and included in the Transaction as collateral,

mortgage loans originated by DLJ, violating the foregoing representations and warranties, and at

{216030.0001/N0651670_1 }
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the same time, CSFB attempted to avoid responsibility by “disclosing” that no due diligence had
been performed. The foregoing was merely a “partial” disclosure and omitted relevant and
essential facts as described above.

45.  In addition, CSFB and SPS administered the mortgage loans, which constituted
the collateral for the Securities, and made improper advances of principal and interest to
maintain the illusion that numerous mortgage loans constituting collateral were “good”
performing loans and to conceal the material deficiency of the mortgage loans.

46. CSFB and SPS had an obligation to pursue foreclosure and other available
remedies which would have resulted in substantial protection being afforded to BANKERS, but
did not do so in a timely manner.

47, CSFB and SPS also had an obligation to pursue claims on behalf of BANKERS
for the promised TGIC insurance coverage, but did not do so.

48.  Furthermore, CSFB and SPS had an obligation and were responsible for the
following:

(a) Collection of principal and interest payments from the mortgagor;

(b) Collection of tax and insurance escrow payments from the mortgagor;
(c) Payment of principal and interest payments; and

(d) Payment of taxes and insurance premiums when due.

49, CSFB and SPS did not fulfill the foregoing obligations.

50. CSFB and SPS have also failed and refused to fulfill their obligations for
managing delinquent loans, bankruptcies and forcclosures as well as filing claims under
applicable mortgage guaranty insurance policies and hazard insurance policies, and to provide

loan fevel information to the Trustee regarding insurance claims and insurance proceeds.

{216030.0001/N0651670_1}
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51.  SPS receives a substantial servicing fee for providing these services. Under the
PSA for CSFB 2001-28, the weighted average servicing fee payable to SPS is approximately 49
basis points for the fixed rate loans and approximately 50 basis point the adjustable rate loans,
per annum, of the outstanding principal balances of all mortgage loans,

52. Under the PSA for CSFB 2001-28, SPS is required to provide to the trustee loan
level information regarding insurance claims and insurance proceeds. This was not done.
Section 2.07(m) provides in relevant part:

Each servicer shall provide, promptly upon request therefore, any such additional

loans-level information or data that the Trustee may from time to time reasonably
request in order to enable the Trustee to perform its duties as set forth herein.

Failure by SPS to provide the loan level insurance information is a material breach of the PSA.

53. Section 3.13 of the PSA entitled “Documents, Records and Funds in Possession of
a Servicer to be Held for the Trustee” provides in relevant part:

Notwithstanding any other provision of this Agreement, each Servicer shall

transmit to the Trustee as required by this Agreement all documents and

instruments in respect of a Mortgage Loan coming into the possession of the
related Servicer from time to time required to be delivered to the Trustee pursuant

to the terms hereof and shall account fully to the Trustee for any funds received

by such Servicer or which otherwise are collected by such Servicer as Liquidation

Proceeds or Insurance Proceeds in respect of any Mortgage Loan.

54, Upon information and belief, SPS failed and refused to pursue said appropriate
remedies in a clear effort to disguise the fact that many of the subject loans were flawed and
defective.

55. Moreover, pursuant to the Transaction and consistent with the representations
made to BANKERS, in the event of any breach of any warranty relating to a mortgage loan that
materially and adversely affected BANKERS’ interests in that mortgage loan, DLJ, as seller of

that mortgage loan, was obligated to do one of the following:

(a) cure that breach;

{216030.0001/N0651670_1}
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(b) repurchase that mortgage loan at an amount equal to the sum of the unpaid
principal balance of the mortgage loan on the date of repurchase, and accrued interest on that
mortgage loan at the applicable mortgage rate from the date through which interest was last paid
by the mortgagor to the date of repurchase; or

(c) substitute a replacement mortgage loan for that mortgage loan (within two

years of the closing date of November 30, 2001).

*r i

56.  However, the “cure,” “repurchase” or “substitute” requirements and obligations as

Defendants- materially represented, motivated and instigated the Defendants to act only in their
best interests and contrary to the best interests of BANKERS, inasmuch as it was economically
advantageous for Defendants to ignore their obligations and commitments to BANKERS rather
than honor the representations and warranties made by CSFB and DLJ in the PSA to
BANKERS:

a. (xi)  No fraud, error, omission, misrepresentation, negligence or
similar occurrence with respect to a Mortgage Loan has taken
place on the part of Seller or the Mortgagor, or, to the best of the
Seller’s knowledge, on the part of any other party involved in the
origination of the Mortgage Loan.

b. (xxi) the Mortgage File contains an appraisal of the related
Mortgaged Property signed prior to the final approval of the
mortgage loan application by a Qualified Appraiser, who had no
interest, direct or indirect, in the Mortgaged Property or in any loan
made on the security thereof, and whose compensation is not
affected by the approval or disapproval of the Morigage Loan.

c. (xxxvii)The Mortgage lLoan was originated by a mortgagee
approved by the Secretary of Housing and Urban Development
pursuant to sections 203 and 211 of the National Housing Act, a
savings and loan association, a savings bank, a commercial bank,
credit union, insurance company or similar institution which is
supervised and examined by a federal or state authority.

1216030.0001/NC651670_1}

15




Case 8:07-cv-00690-EAK-MSS ~ Document 1 Filed 04/23/2007  Page 16 of 29

57. Contrary to Defendants’ representations and assurances, Defendants did not
tender the loans to DLJ and DLJ did not “cure,” “repurchase” or “‘substitute”.

58.  Furthermore, Defendants failed to tender to DLJ the defaulted mortgage loans
resulting from their misrepresentations and omissions. Instead, mortgage loan fraud losses were
wrongfully charged to the over-collaterization account and to Security I-B-2 and Security I-B-3
as a result of Defendants’ intentional and reckless disregard of their obligations and duties, all
resulting tn prejudice to BANKERS. Specifically, Defendants claimed the mortgage loans to be
“fraudulent” but have refused to list, describe, or in any way make BANKERS aware of criteria
used to make their determination of “fraud” despite repeated requests by BANKERS.

59.  The exact principal amount of coverage under the TGIC insurance coverage and
the status of any claims, have not been made available to BANKERS despite repeated requests to
the Defendants.

60. Defendants made the foregoing representations with full knowledge of
BANKERS’ reliance thereon and with full knowledge of the inferior and inadequate
underwriting standards for the subject mortgage loans.

61.  BANKERS materially relied on the existence of the TGIC insurance coverage in
purchasing Securities I-B-2 and I-B-3, in that it constituted a material and realistic protection
against losses caused by defaulted mortgage loans of iesser credit quality improperly included in
the mortgage pool.

62. In fact, the TGIC insurance coverage was illusory and allowed TGIC to
unilaterally declare mortgage loans to be fraudulent and not subject to insurance coverage.
Moreover, TGIC has failed and refused to divulge the criteria used in declaring the mortgage

loans to be “fraudulent” and, therefore, not subject to the promised insurance coverage relied
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upon by BANKERS. Despite repeated requests by BANKERS, TGIC has failed and refused to
discharge its clear and express insurance coverage obligations to BANKERS.

63.  BoNY was responsible for, and obligated to disclose to BANKERS, the number
and principal amount of claims submitted and claims paid under the TGIC policy during the
preceding calendar month and the number and principal amount of claims paid under the TGIC
policy.

64. Despite repeated requests, BANKERS has never received the foregoing insurance
claim information, and the foregoing refusal and failure is reflected by the following excerpt
from the current trustee’s monthly statement dated March 26, 2007, to BANKERS, which

provided no claim information for the TGIC policy:

xiv)  Claims under TGIC PMI Policy:
Current Month* Aggregate™*

Claims Submitted: Number 0 0
Principal Balance $0.00 $0.00
Claims Paid: Number 0 0
Principal Balance $0.00 $0.00

*NOT PROVIDED BY SERVICER

65.  The failure to provide the promised mortgage loan insurance and to divulge the
disallowed insurance claims have increased BANKERS’ losses far beyond what they would have
been had these claims been covered as promised and/or had the full information been properly
divulged.

66.  The foregoing misconduct is further evidence of the concerted scheme by

Defendants to camouflage the above-described improprieties.

1216030.0001/N0651670_1}
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67. Had Defendants performed all of their obligations, had the foregoing
misrepresentations not been made, and had all material facts been properly disclosed,
BANKERS would have been on notice of the foregoing misrepresentations and omissions and
would not have purchased the Securities.

68.  BANKERS’ losses would have been avoided had the underwriting standards met
the material representations and warranties made to BANKERS, had the servicing obligations
been performed, had TGIC honored the mortgage insurance guaranty obligations promised to
BANKERS and had BoNY not facilitated, aided and abetted the numerous misrepresentations
and omissions made to BANKERS.

69. The foregoing scheme created, nurtured and fostered a flow of defective and
fraudulent mortgage loans to CSFB, inasmuch as CSFB had the reputation in the relevant market
that it would purchase any mortgage loan since no due diligence would be performed.

70.  BANKERS will rely, in part, on the presumption of reliance established by the
fraud-on-the-market doctrine in that, among other things:

(a) Defendants made material misrepresentations to BANKERS, the public at
large and the regulatory bodies;

{b) The Securities were traded in an efficient market;

(c) The misrepresentations alleged would tend to induce a reasonable investor
to misjudge the value of the Securities;

(d) BANKERS purchased the Securities between the time that the Defendants
misrepresented or failed to disclose material facts and the time the true facts were disclosed,

without knowledge of the misrepresented or omitted fact; and

{216030.0001/N0651670_1 )
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(e) Defendants communicated with public investors via established market
communication mechanisms, including press releases and other public disclosures, such as
communications with reporting services, communications through e-mail and communications to
the SEC.

71.  As aresult, the market for the Securities digested current information regarding
the Securities from the publicly available sources described above and reflected such information
in the price of the Securities. Where a security is traded, in an efficient market, material news
concerning the security has an effect on its market price. At the time BANKERS purchased the
Securities, BANKERS was without knowledge of the facts concerning the wrongful conduct
alleged herein and could not have reasonably discovered those facts. As a result, the
presumption of reliance applies.

72. BANKERS has retained the undersigned counsel to represent its interests in
connection with this matter and is obligated to pay undersigned counsel reasonable attorneys’
fees and costs.

73.  All conditions precedent to the institution of this action have occurred, been

excused, satisfied or otherwise waived.

AS AND FOR A FIRST
CAUSE OF ACTION
(Negligent Misrepresentation)

74. BANKERS repeats and realleges each and every allegation contained in
Paragraphs “1” through “73” above, with the same force and effect as if set forth fully herein.

75.  As more fully described above, Defendants made misrepresentations of material
fact to BANKERS and omitted material facts to BANKERS in connection with the Transaction

and the purchase by BANKERS of Security I-B-2 and Security [-B-3.
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76. The representations made by Defendants concerning material facts, were false and
misleading, and Defendants knew or should have known of their falsity.

77. Defendants further failed to use reasonable care when supplying the false
information to BANKERS and knew or should have known that the information was to be used
by BANKERS to purchase the Securities more fully described above.

78. Defendants made the foregoing misrepresentations and/or omissions with the
intent to influence BANKERS to purchase the Securities.

79.  BANKERS reasonably and justifiably relied on the false statements made by
Defendants and purchased Security I-B-2 and Security I-B-3.

80.  But for Defendants’ misrepresentations, BANKERS would not have purchased
Security I-B-2 and Security I-B-3.

81.  As a direct and proximate result of Defendants’ negligent misrepresentations,
Defendants have caused BANKERS to incur substantial monetary damages.

82.  Defendants’ actions as more fully described above were willful, oppressive and
malicious; therefore BANKERS reserves its right to bring a claim for punitive damages pursuant
to Section 768.72, Florida Statutes.

AS AND FOR A SECOND

CAUSE OF ACTION
(Commeon Law Fraud)

83. BANKERS repeats and r_ealleges each and every allegation contained in
Paragraphs “1” through “73” above, with the same force and effect as if set forth fully herein.

84.  Defendants created and implemented the foregoing scheme and made the
misrepresentations and/omissions of material fact, more fully described above, in an effort to

induce BANKERS to purchase Security [-B-2 and Security [-B-3.
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85. Defendants knowingly and/or recklessly made the foregoing misrepresentations
and omissions of material fact to BANKERS.

860.  Each of these representations and/or omissions were material to BANKERS,
operated as a fraud on BANKERS, and BANKERS would not have purchased the Securities had
the true facts been disclosed.

87. BANKERS relied, to its detriment, on the false and misleading nature of the
foregoing misrepresentations and omissions made by the Defendants and the Defendants were
aware of such reliance by BANKERS.

88. As a direct and proximate cause of BANKERS’ rcliance on Defendants’
representations and/or omissions, as more fully described above, BANKERS has been
irreparably damaged, having suffered losses in an amount to be subsequently determined,
exclusive of interest, dividends and costs.

89.  Defendants’ actions as more-fully described above were willful, oppressive and
malicious, therefore BANKERS reserves its right to bring a claim for punitive damages pursuant
to Section 768.72, Florida Statutes.

AS AND FOR A THIRD

CAUSE OF ACTION
(Breach of Fiduciary Duty)

90. BANKERS repeats and realleges each and every allegation contained in
Paragraphs “1” through “73” above, with the same force and effect as if set forth fully herein.

91. Defendants offered and sold securities to BANKERS in the State of Florida and,
by virtue of their relationship to BANKERS and the investing public at large, owed a fiduciary

duty to BANKERS.
92, Defendants, their officers, agents and employees, held themselves out to

BANKERS as having knowledge and expertise in the area of ABS and sought to obtain
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BANKERS’ trust, confidence and reliance, and thus, owed BANKERS a fiduciary duty of full
disclosure, honesty and complete candor and loyalty in their dealings.

93, Defendants knew, or reasonably should have known, that BANKERS would be
relying on the information being disseminated regarding the Securities.

94.  Defendants owed BANKERS the duty to make full disclosure of all material facts
necessary for BANKERS to make informed investment decisions.

93. Defendants owed BANKERS a fiduciary duty to act in a fair, honest, just,
trustworthy and equitable manner,

96.  Defendants breached their fiduciary duties to BANKERS in a willful, reckless and
negligent manner by undertaking to harm BANKERS, by making misrepresentations of material
fact and omitting material facts that caused substantial losses to BANKERS.

97. As a direct and proximate result of the foregoing, BANKERS has been
substantially damaged in an amount to be subsequently determined.

98. Defendants’ actions were willful, oppressive and malicious, therefore BANKERS

reserves its right to bring a claim for punitive damages pursuant to Section 768.72, Florida

Statutes.
AS AND FOR A FOURTH
CAUSE OF ACTION
(Violations of the Securities and Exchange Act of 1934 and
Rule 10b-5 Promulgated thereunder Against CSFB)
99, Plaintiff repeats and realleges cach and every allegation contained in Paragraphs

“1” through “73” above, with the same force and effect as if set forth fully herein.
100. CSFB carried out a plan, scheme and/or course of conduct which was intended to,
and did manipulate and inflate the value of the Securities by making the material

misrepresentations and/or omissions more fully described above.
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101.  CSFB, in furtherance of this scheme, (a) employed devices, schemes and artifices
to defraud; (b) made untrue statements of material fact and/or omitted to state material facts
necessary to make the statements not misleading; (c) engaged in acts, practices or a course of
conduct which operated as a fraud and deceit upon the purchasers of the Securities, including
BANKERS, in violation of Section 10(b) of the 1934 Act and Rule 10b-5 promulgated
thereunder.

102.  CSFB had a duty to disclose to BANKERS, and, as well, the general public
accurate information that would be material to the investors in compliance with the integrated
disclosure provisions of the SEC as embodied in Regulation S-X (17 C.F.R. §210.01 et. seq.) and
other SEC reguliations including accurate and truthful information concerning the Securities.

103. CSFB, directly and indirectly, by use of means or instrumentalities of interstate
commerce and/or of the mails, engaged and participated in a course of conduct to defraud
BANKERS and other purchasers of the Securities, as set forth more particularly above, and
engaged in transactions, practices and a course of conduct which operated as a fraud and deceit
upon BANKERS.

104. CSFB had actual knowledge of the misrepresentations and/or omissions of
material facts set forth herein, and/or acted with reckless disregard for the truth in that it failed to
ascertain and to disclose such facts, even though they were readily available.

105.  As aresult of the dissemination of the materially false and misleading information
and failure to disclose material facts, as set forth above, BANKERS has been irreparably injured
and its Securities rendered substantially valueless. Unaware of the foregoing scheme to defraud,

and relying on the foregoing false and misleading statements and/or on the absence of material,
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adverse information known to or recklessly disregarded by the CSFB, BANKERS was damaged
thereby.

106. At the time said misrepresentations were made, BANKERS was unaware of their
falsity and believed them to be true.

107. By virtue of the foregoing, CSFB violated Section 10(b) of the 1934 Act and Rule
10b-5 promulgated thereunder.

108. As a direct and proximate result of CSFB’s wrongful conduct, BANKERS has
suffered substantial damages in connection with its acquisition of the Securities.

AS AND FOR A FIFTH

CAUSE OF ACTION
(Violations of Section 12(A)(2) of the Securities Act of 1933 Against CSFB)

109.  Plaintiff repeats and realleges each and every allegation contained in Paragraphs
“1” through “73” above, with the same force and effect as if set forth fully herein.

110. CSFB carried out a plan, scheme and/or course of conduct which was intended to,
and did manipulate and inflate the value of the Securities by making the material
misrepresentations and/or omissions more fully described above.

111. The representations made by CSFB concerning the forgoing investments
including, without limitation, the capitalization, financial condition and results of operation prior
to the Transaction and the issuance of the Offering Memorandum, contained untrue statements of
material fact and omitted to state other material facts necessary to make the statements made not
misleading.

112, CSFB had a duty to make a reasonable and diligent investigation of the statements
made to the public and in the Offering Memorandum to insure that such statements were true and
that there was no omission to state a material fact required to be stated in order to make the

statements not misleading.
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113.  BANKERS purchased the Securities pursuant to, among other things, the
representations of CSFB, and did not know, or in the exercise of reasonable diligence could not
have known, of the untruths and omissions made by CSFB.

114. By virtue of the foregoing, CSFB violated Section 12(A)(2) of the 1933 Act.

115.  As a direct and proximate result of CSFB’s wrongful conduct, BANKERS has
suffered substantial damages in connection with its acquisition of the Securities.

AS AND FOR A SIXTH

CAUSE OF ACTION _
(Breach of Third Party Beneficiary Contract Against TGIC and BONY)

116.  Plaintiff repeats and realleges each and every allegation contained in Paragraphs
“1” through “73” above, with the same force and effect as if set forth fully herein.

117. BONY and TGIC entered into an agreement whereby TGIC was to provide
mortgage loan guaranty insurance to protect and indemnify the Securities. A true and correct
copy of the TGIC agreement is attached hereto as Exhibit “A”.

118. The foregoing agreement to provide mortgage loan guaranty insurance was for the
intended benefit of BANKERS.

119. The foregoing agreement to provide mortgage loan guaranty insurance was
breached by BONY and TGIC as more fully set forth above.

120.  As a direct and proximate result of BONY’s and TGIC’s breach of the agreement
to provide mortgage loan guaranty insurance, BANKERS has suffered damage.

AS AND FOR A SEVENTH

CAUSE OF ACTION
(Violation of Florida Statutes, Chapter 517 Against CSFB)

121.  Plaintiff repeats and realleges each and every allegation contained in Paragraphs

“1” through “73” above, with the same force and effect as if set forth fully herein.
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122, This is an action pursuant to Chapter 517, known as “Florida’s Securities and

Investor Protection Act.”

123. Section 517.301, Florida Statutes, in pertinent part states:

(1) It is unlawful and a violation of the provisions of this Chapter for a

person:

(a) in connection with the rendering of any investment advice
ot in connection with the offer, sale or purchase of any
instrument or security:

1. to employ any device, scheme or artifice to defraud;

2. to obtain money or property by means of any untrue
statement of a material fact or any omission to state
a material fact necessary in order to make the
statement made, in light of the circumstances under
which they were made, not misleading; or

3. to engage in any transaction, practice or course of
business which operates or would operate as a fraud
or deceit upon a person.

124.  As more fully described above, CSFB carried out a plan, scheme and/or course of
conduct which was intended to, and did manipulate and inflate the value of the Securities by
making the material misrepresentations and/or omissions more fully described above.

125. CSFB (a) employed devices, schemes and artifices to defraud; (b) made untrue
statements of material fact and/or omitted to state material facts necessary to make the statements
not misleading; (¢) engaged in acts, practices or a course of conduct which operated as a fraud
and deceit upon the purchasers of the Securities in violation of Chapter 517, Florida Statutes.

126. CSFB had actual knowledge of the misrepresentations and/or omissions of
material facts set forth herein, or acted with reckless disregard for the truth in that it failed to

ascertain and to disclose such facts, even though they were readily available.
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127.  As aresult of the dissemination of the materially false and misleading information
and failure to disclose material facts, as set forth above, the purchasers of the Securities have
been irreparably injured and their Securities rendered valueless.

128.  Unaware of the foregoing scheme to defraud by CSFB, and relying on the false
and misleading statements and/or on the absence of material adverse information known to or
recklessly disregarded by CSFB, BANKERS was damaged.

129. At the time said misrepresentations were made, BANKERS was unaware of their
falsity and believed them to be true.

130. By virtue of the foregoing, CSFB violated Chapter 517, Florida Statutes.

131.  As a direct and proximate result of CSFB’s wrongful conduct, BANKERS
suffered substantial damages.

AS AND FOR A EIGHTH
CAUSE OF ACTION
(Civil Conspiracy Against all Defendants)

132. Plaintiff repeats and realleges each and every allegation contained in Paragraphs
“1” through “73” above, with the same force and effect as if set forth fully herein.

133.  All of the Defendants, acting in concert with one another, conspired and agreed to
(i) develop and implement the foregoing scheme to defraud; and (ii) make the material
misrepresentations set forth above.

134.  As a result, Defendants obtained the power to accomplish the unlawful purpose
which they could not possess alone.

135.  As a direct and proximate result of the foregoing, BANKERS has suffered

substantial damages.
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WHEREFORE, Plaintiffs demand judgment against the Defendants as follows:

A. As to the First Cause of Action, rescission and/or damages in an amount to be
established at trial together with interest thereon, pre-judgment and post-judgment interest;

B. As to the Second Cause of Action, rescission and/or damages in an amount to be
established at trial together with interest thereon, pre-judgment and post-judgment interest;

C. As to the Third Cause of Action, rescission and/or damages in an amount to be
established at trial together with interest thereon, pre-judgment and post-judgment interest;

D. As to the Fourth Cause of Action, rescission and/or damages in an amount to be
established at trial together with interest thereon, pre-judgment and post-judgment interest;

E. As to the Fifth Cause of Action, rescission and/or damages in an amount to be
established at trial together with interest thereon, pre-judgment and post-judgment interest;

F. As to the Sixth Cause of Action, rescission and/or damages in an amount to be
established at trial together with interest thereon, pre-judgment and post-judgment interest;

G. As to the Seventh Cause of Action, rescission and/or damages in an amount to be
established at trial together with interest thereon, pre-judgment and post-judgment interest;

H. As to the Eighth Cause of Action, rescission and/or damages in an amount to be
established at trial together with interest thereon, pre-judgment and post-judgment interest;

L As to the First through Fourth Causes of Action and the Sixth through Eighth
Causes of Action, an award of punitive damages;

J. As to all Causes of Action, attorneys’ fees and costs pursuant to the applicable
agreements and/or statutes at issue herein, including but not limited to, Chapter 517, Florida
Statutes, the Securities Act of 1933 and the Securities and Exchange Act of 1934,

K. Such other and further relief as to this Court may deem just and proper; and
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L. As to all Causes of Action, where applicable, a trial by jury.

Dated: April 20, 2007
Fort Lauderdale, FI. 33301
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Respectful}y submitfed,

ADAM HQDKIN
Florida Bar No. 962597
e-mail — Hodkin@thkolaw.com

The Hodkin Kopelowitz
Ostrow Firm, P.A.

350 East Las Olas Boulevard
Suite 980

Telephone:  (954) 525 4100
Facsimile: (954) 525 4300
Co-Counsel for Plaintiff

Florida Bar No. 0948411

e-mail — dledbetter@@dlsecuritieslaw.com
Ledbetter & Associates, P.A.

350 East Las Olas Boulevard

Suite 1220

Fort Lauderdale, FL 33301

Telephone:  (954) 766 7875
Facsimile: (954) 766 7800
Co-Counsel for Plaintiff
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F.O. Box 2300
Winston-Salem, NC 27102

MTRIAD

MASTER POLICY

Triad Guaranty Insurance Corporation (a stock insurance company hereinafter called the
“Company”) agrees to pay the below named Insured, in consideration of the premium or
premiums to be paid as hereinafter specified and in refiance upon the Insured’s representation
and statements made in any application for coverage undar this Policy and in any documents
and writings, including any data transferrad by electronic media related thereto, any Loss due to
the Default by a Borrower on a Loan, subject to the terms and conditions contained herein.

The Insured: Bank One, N.A. as Trustee for CSFB

Mortgage~Backed Pass-Through Certificates:
Series 2001-28

) 1 Bank Ope Plaza, Suite IL1-0126
Master Policy No: ghicago, IL 60670-0126

Date: 13-1011-0001 10/30/2001

In Witness Whereof, the Company has caused its Corporate Seal to be hersto affixed and there
presents to be signed by its duly authorized officers in facsimile to become effective as its
original seal and signature and binding on the Company.

TRIAD Guaranty Insurance Corporation

AN -, ."‘
et

President Lt Secretary

0 L.

Authorized Signature

Form BTG-1 (2/94)

EXHIBIT /A"
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Terms and Conditions

Definitions

A.

Appropriate Proceedings means any legal or administrative action by the insured affecting either the Loan or the
title to the Property, and include, but are not fimited te:

1. Preserving and pursuing deficiency rights where appropriate and permissibie and where directed by the
Company;

2. Enforcing the terms of the Loan as allowed by the laws where the Property is iocated;

3. Acquiring all of the Borrower's right, titie, and interest in the Property, but excluding any voluntary
conveyance under Condition IV.D.; or

4, Asgenting the Insured's interest in the Property in a bankruptey proceeding involving the Borrower.

Borrower means any Person required o repay the debt obligation created pursuant to the Loan, including any
co-signer or guarantor of the Loan.

Certificate means the document issued by the Company pursuant to this Policy and extending the indicated
coverage option to a specified Loan.

Borrowar's Title to the Property shail mean all of the Borrower's right, title, and interest in the Property other than
unexpired redemption rights.

Claim means the timely filed written request, made on a form approved by the Company, to receive the benefits
of this Policy.

Claim Amount means the amount computed in accordance with Condition V.B.

Consummated means the iater of:

1. The date on which the Loan was closed and all Loan documents were axecuted; or

2. The date on which the funds under the Loan wera initially disbursed to or for the account of the Borrower.

Court Expenses means the out-of-pocket cost of initiating and conducting Appropriate Proceedings or any
eviction proceedings. These expenses include costs of filing or serving pleadings, conducting discovery, and the
enforcing of a judgment. These expenses do not include reimbursement for any time spent by the tnsured cr the
Insured’s employees, officers or agents nor do these expensas inciude attomaey’s fees.

Default means the failure of a Borrower to pay when due an amount equal to or greater than one (1 ) monthiy
reguiar pariodic payment due under the tarms of a Lean, including any such amount dus by reason of the
insured's exercise of the right to acceierate the Loan. A Loan is deemed to be in Default for that month as of the
close of business on the installment due date for which a scheduled monthly payment has not been made. For
example, a Loan is “three (3} months in Default” if the monthly instaliments due on January 1 through March 1
remain unpaid as of the close of business on March 1.

Effective Date means, provided that the premium bas been paid as required herein:

1. For new Loans, 12:01 a.m. on the date the Loan was Consummated. A new Loan is a Loan which was not
Consummatad as of the date the Insured submitted an appiication for coverage under this Policy; or

2. Forother Loans, 12:01 a.m. on the date oi coverage as indicated on the Certificate.

Environmental Impairment means damage to the snvironment caused by any of the following conditions,
whether or not the occurrence of any such conditions was fortuitous, expected, intended, sudden, accidental, or
gradual:

1. The emission, discharge, disposal, dispersal, release, seepage, or escape of smoke, vapors, soot, fumes,
acids, alkalis, toxic chemicals, liquids or gases, waste materials or other irritants, contaminants or poliutants,
into or upon fand, the atmosphere or any watercourse or body of water, or’
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2. The generation of odor, noises, vibrations, light, electricity, radiation, changes in temperature, or any other
sensary phenocmena.

Environmental Llan means any lien on Propery pursuant to the Comprenensive Environmental Response,
Compensation, and Liability Act and ail laws amendatory thereof or supplamentary thereto, ar any similar federal
or state law providing for liens in connection with the cleanup of Environmental Impairments, or the
commencament of legal or administrative proceedings that could result in such a lien.

Good and Merchantable Title means the title to the Property, free and clear of all liens (including but not limited to
Environmental Liens), encumbrances, covenants, conditions, restrictions, redemption rights and easements,

except for:

1. Any lien established by public bond, assessment or tax, when no installment, call or payment of or under such
bond, assessment or tax is delinquent;

2. Any municipal and zoning ordinances and exceptions to title waived by the regulations of federa! mongage
insurers and guarantors with respect to mortgages on one-to-four family residences in effact on the date on
which the Loan was closed and all documents were executed; and

3. Any impadiments which will not have a materiaily adverse effect on either the transferability of the Property or
the sale thereof to a bona fide purchaser.

Insured means:

1. The Parson dasignated on the face of this Policy; and

2. Any Person who has become an insured pursuant to Condition (1.J.

Loan means any note, bond, or other evidence of indebtedness secured by a mortgage. deed of trust, or other
instrument, which constitutes or is equivalent to a first lien or charge on the Property and which the Company has
underwritten and approved and to which coverage under this Policy has been exiended.

Loss means the liability of the Company with respect to a Loan calculated in accordance with this Policy. A Loss
shall be deemed to have occurted when a Defauit on a Loan payment occurs, notwithstanding that the amount of
Loss is not then either presently ascertainable or due and payable.

Person means any individual, corporation, partnership, association or other entity.

Perfected Claim means a Claim received by the Company and containing all information or proof required by the
Company.

Physical Damage means any tangible injury to the Property occurring after the Effective Dats of the Certificate,
whethaer caused by accident or otherwise, not including reasonable wear and tear,

Policy means this contract of insurance and all commitments, endorsements, schedules, and Certificates
relating hereto, which are incorporated herein.

Possession of the Property means actual and physical occupancy and control of the Property.

Property means the Residential real property and all improvements and fixtures therecn which secure the Loan,
together with ail easements and appurtenancss, all rights of access, all rights to use common areas, recreational
and other facikties, and all replacements or additions therato. —
Residential means:

1. Atype of building or a portion thereof which is designed for occupancy by not more than four (4) families; or

2. A singie famiiy condominium or PUD unit.

Servicer means the Person designated by the Insured and approved by the Company to service a Loan pursuant
to Condition 11l

Any pronouns, when used herein, shall mean the single or plural, masculine or feminine, as the case may be.
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A,

Appiication and Certificate—in order to obtain an extension of coverage under this Policy to a Loan, the Insured
shall submit an application on forms furnished by or acceptable to the Company. The written application for
original coverage or an increase in coverage on a Loan under the applicable Certificate, together with ali
supporting documentation and representations, are incorporated herein by reference. Approval of any
application shail be at the discretion of the Company and shail be in the form of a Certificate which extends
covarage pursuant to the terms and conditions of both this Policy and the Certificate.

Initial Premium--Within fifteen (15) days from the Effective Date of the Certificats, the insured shall forward the
appropriate initial premium due to the Company. Tha Insured shall be entitled to a 30-day gracs period for the
payment of the initial premium.

Renewal of Certlficate and Cancellation for Non-Payment of Renewal Premium—-The entire renewal premium
for a Certificate shall be due and payable within forty-five (45) days after the coverage date through which the
prior premium on the Certificate had been paid. The Company shall give the Servicer (or the insured, if the
Company's records do not indicate that a Servicer has been appointed) notice of the renewal premium due date
of each Certificate. Upon paymaent of the entire renewal premium when due, the Cenrtificate will be desmead
renewed. I the Insured fails to make this paymant within the forty-five {45) day period, the liability of the
Company for any Default not then existing shall terminate as of 12:01 a.m. on the first day foilowing the coverage
date through which the prior premium had been paid, except that any Defauit occurring within the forty-five (45)
day period which results in a Claim being filed will be covered and any due and unpaid renewal premium for the
Certificate through the end of the applicable renewal period will be deducted from the Loss payment. In the event
coverage hersunder for a Loan {apses due to non-payment of premium attributable to the transfer, seizure, or
surrender of servicing rights with raspect to such Loan, coverage shall autornatically be reinstated, retroactive to the
date coverage had lapsed, provided all past due premiutns with respect to the Loan are paid to the Company
within 80 days after the iapse commenced.

Cancellation by the Insured of a Certificate—The Insured may cancsl a Certificats by returning the Certificate to
the Company or making a written requsest for cancellation to the Company and the Company must comply. Upon
receipt thereof, the Company shall rafund or collect such sum as may be determined to be due in accordance
with the appropriate cancellation of premium schedule then in effect and furnished to the Insured. However, no
refund on a Cerificate will be paid if a Claim has been filed. Cancellation of a Certificate will not cancel this Policy.

Cancellation of Policy—Either the Insured or the Caompany may cancel this Policy by providing thirty {30) days’
[forty-five (45) days in Florida] written notice of cancellation of the Policy. After the effective date of cancellation,
this Policy shall continue in fuil force and sffect with respect to Certificates issued prior to the effective date of
canceilation, subject o all of the terms and conditions of this Policy and the Certificates, but in all other respects
this Policy shall be considered null and void.

Loan Modlfications-—Uniess advance written approval is obtained from the Company, the Insured shall not
make any change in the terms of the Loan inciuding, but not limited to, the borrowed amount, interest rate, term,
or amortization schedule of the Loan, except as permitted by the terms of the Loan; nor any changs in the
Property; nor release the Borrower from liability on the Loan. If any of the foregeing events occur without the
Company’s advance written approval, the Company's liability for coverage under its Certificate shall terminate as
of the date such evant occurs and the Company's liability shaii be limited to the retum of a portion of the premium
paid prior to the date of such event in accordance, with the applicable canceilation schedule and all premiums
paid after the date of such event.

. Open End Provisions—The Insured may increase the principal balance of the Loan, provided that the approval

ofthe Company has been obtained. The insured shall pay the Company the additional premium due at the then
prevailing premium rate.

Assumptions—if a Loan is assumed with the prior approval of the Insured, the liability of the Company for
coverage under its Certificate shall terminate as of the date of such assumption, unless the Company approves
the assumption in writing or the Borrower's liability under the Loan has not been released. The Company shall not
unreasonably withhold approval of an assumption, Upon termination of coverage under this Condition, the
Company's liability shall be limited to the return of a portion of the premium paid prior to the date of such
termination in accordance with the applicable canceilation schedule and all premiums paid after the date of such
termination. it is understood that coverage will continue, and that the restriction of this Condition shall not apply,
if the Insured cannot exercise a “due-on-sale” clause under the L.oan or applicable law.
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{. Servieer—The Insured may ansfer (by sale or ctherwise) the right to serv.__ a Loan, subject {¢ the Company's

written approval. The insured shall furnish written notice to the Company within thirty (30) days after the date the
servicing is transferred. The Company may withdraw its approval of any approved Servicer by furmnishing written
netice to the Insured. The Insured shall replace a Servicer as to which approval is withdrawn within ninety (30)
days after receipt of the Company’s notice of withdrawal. The approved Servicer shall be considerad the agent of
the Insured with respect to all matters involving this Policy, including but not limited to the giving and receiving of
notice of a Claim, the cancellation of a Certificate, the payment of premiums, and the receipt of any premium
refunds that may become due under this Policy, and the Insured shall be bound by the acts and omissions of the
Servicer as if they were the Insured’s own acts and omissions.

J. Change of Insured—If a Loan or a majority participation in a Loan is sold, assigned, or transferred by the
insured, coverage under the Centificate will continue with respect to the Loan, and the new owner or majority ioan
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 dats the new owner or loan participant is approved In writing by the Company; provided that,
in either case, the Loan continuas to be serviced by a Servicer approved by the Company. For purposes heraof,
the Fedaral National Mortgage Association and the Federal Home Loan Mortgage Corparation are considered
approved institutional investors, Covarage for any Person becoming an insured pursuant to this Condition shall
be subject to all of the terms, conditions, and exclusions contained in this Policy and to all defenses io coverage
available to the Company against the original Insured. Approval by the Company of a change of Insured shall not
constitute a waiver by the Company of any rights under this Policy or any coverage defenses.

¥. Coordination and Dupllcation of Insurance Benefits—

1. If any portion of the Loan is uninsured, all payments made by the Borrower under the terms of the Loan shali
be allocated to the insured portion of the Loan in the same ratio as the insured principal amount bears to the
total principal amount of the Loan. Any payment of a Loss hereunder shall be likewise allocated on the same

pro-rata basis.

2. The Insured shall not carry duplicate mortgage guaranty insurance (other than mortgage guaranty pool
insurance or supplemental mortgage guaranty insurance} on any Loan.

3. The coverage under this Policy shall be excess over any other insurance which may apply to the Loan, except
for mortgage guaranty pool insurance or supptemental mortgage guaranty insurance.

. Exclusions From Covarage
The Company shail not be liable for, and the Policy shall not apply to, extend to, or cover the following:

A. Balloon Payment—Any Claim arising out of or in connection with the failure of the Borrower to make any
payment of principal and/or interest due under the Loan, which payment arises becausa the Insured exercises its
right to call the Loan when not in Default or because the term of the Loan is shonter than the amortization period,
and which payment is for an amount more than twice the regular periodic payments of principal and interest that
are sat forth in the Loan (commonly referred to as a “Balloon Payment™); provided, however, that such exclusion
shall not apply if the insured or its approved Servicer offers the Borrower a renewal or extansion of the Loan ora
new loan at market rates, otherwise subject to Saction ILF., in an amount not less than the then outstanding
principal balance with no decraase in the amortization periocd. The exclusion shali not apply if the Borrower is
notified of the availabllity of a renewal or extension of the Loan or a new loan and does not seek such renewal,

axtansion or new loan.

B, Effective Date—Any Claim resulting from a Default occurring before the Effective Date of the Policy or
Certificate or after its lapse or cancellation, unless coverage is renewed in accordance with Condition Ii.C.

C. Incomplete Construction—Any Claim when, as of tha date of such Claim, construction of the Property is not
completed in accordance with the construction plans and specifications {other than construction of rapairs for
Physical Damage occurring after the Effective Date of the Cartificate).

D. Negligence and Fraud—Any Claim involving or arising out of any dishonest, fraudulent, criminal, or knawingly
wrongful act {including error or omission) by the Insured or the Servicer; or any Claim involving or arising out of
negligence of the Insured or the Servicer, which negligence either (1 ) is material to the accaptance of the risk or
to the hazard assumed by the Company or materiaily contributed to the Default resuiting in such Claim,
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or (2) increased the Claim amount, except that if the Company can reasonably determine the amount of such
increase, such Claim will not be exciuded, but the related Claim Amount will be reduced by the axtent of such
amount,

Non-Approved Servicer—Any Claim occurring when the Servicer, at time of Default or thereafter, was not
approved by the Company, provided that if approval of the Servicer is withdrawn by the Company pursuant to
Condition ii.1., the Servicer shall be deemed approved for purposes of this Condition until 90 days after the
fnsured has received the Company’s notice of disapproval.

Environmental Impairment—Any Claim involving Property that is subject to tangible injury caused by an
Environmental !mpairment, which has not besn removed or remediated by the Insured in accordance
with applicable tederal, state, or local standards, and which was in existence prior to the Effective Date of the
Cettificate and

1. originated outside the dwelling {except radon);

2. was the principal cause of the Default;

3. was not known to the Company on the Effective Date of the Certificats; and

4. renders the Residential structure on the Property uninhabitable. For purposes hereof, a structure shall be
considered “uninhabitable” if generally recognized standards for residential cccupancy are violated or if, in

the absence of such standards, a reasonable person would conclude that the structure does not provide a
reasonabily safe place to live without fear to heailth or safety.

Iv. Conditions Precedent to Payment of Loss

it is @ condition precedent to the Company’s obligation to pay a Loss that tha Insured comply with all of the following
requirements:

A.

Notice of Defauit—The Insured shall give the Company written notice:

1. Within forty-five (45) days of the Default, if it occurs when the first payment is due under the Loan; or

2.  Within ten (10) days of the earlier of sither
a. The date when the Borrower becomes four (4) months in Default on the Loan; or

b. The date when any proceeding, including Appropriate Proceedings, which affects the Loan or the
Property or the Insured's or Borrower's interest therein has been started.

3. The Company shall not deny a claim hy reason of the Insured’s failure to provide timely notice as provided
above uniess the Company is materially prejudiced by such failure or written notice is not given to the
Company within twelve (12) months after such 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 shait be
excluded from the calculation of Loss.

Monthly Reports—Foliowing a notice of Default on 2 Loan, the Insured shall give the Company monthly reports,
on forms furnished by the Company, on the status of the Loan and on the servicing efforts undertaken to remedy
the Default. Thase monthly. reports shalt continue until the Borrower is no ionger in Default, the Appropriate
Proceedings terminate, or until the Insured has obtained Borrower’s Title {o the Property.

Company's Options after Notice of Default—

1. if the Company so requests, the Insured shall permit the Company to assist the Insured in the collection of
monies due under the Loan, including but not limited to activities such as obtaining information from the
Borrower, attempting to develop payment schedules acceptable to the Insured, conducting Property
inspections, and requesting appraisals of the Property.

2. f the Company so directs, at any time after receiving the Insured’s Notice of Default, the Insursd shall file a
Claim within twenty (20} days and the Company shalt make a payment of Loss in accordance with Condition
V.C.2. Thereafter, following acquisition of Borrower's Title to the Property or either of the events described
in Condition V.A.2. or V.A.3., the Insured shall be entitled to file a supplemental Claim in an amount
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subject to the limitation of Condition V.B.1.¢., less the seven deductions specified in Condition V.B.2., to the
extent not deducted in the payment of the inittal Claim, and such supplementai Claim shall be paid by the
Company in accordance with Condition V.C.2. For purposes of calculating the supplemental Claim, all
amounts reimbursable to the Insured pursuant to Condition 1V.H.2. shatl be reimbursed in full.

D. Voluntary Conveyance—The Insured may accept a conveyance of title from the Borrower in lieu of foreciosure
or other procesding if:

1. a.  The ability of the Insured to preserve, transfer and assign to the Company the Insured’s rights against the
Borrower is not impaired; and

b. The rights of the Company under this Policy against such Borrower are not adversely affected; or
2. The written approval of the Company has been obtained.

E. Appropriate Proceedings—The Insured MUST begin Appropriate Proceedings when the Loan becomes six (6)
months in Default unless the Company provides written instructions that some other action be taken. The
Company reserves the right to direct the Insured to institute Appropriate Proceedings at any time after Defauit.
When either defending against or bringing Appropriate Proceedings, the Insured shail report the status of these
proceadings to the Company as reasonably and expeditiously as possible.

in conducting Appropriate Praceedings, the Insured shait:
1. Diligently pursue the Appropriate Proceedings once they have begun;

2. Apply for the appointment of a receiver and assignment of rent, if parmitted by law and requested by the
Company;

3. Furnish the Company with copies of all notices and pieadings filed or required in the Appropriate
Proceedings;

4. Actso that its ability to preserve, transfer and assign to the Company its rights against the Borrower is not
impaired; and so that the rights of the Company under this Policy against the Borrower are not adversely
affected, including any rights to obtain a deficiency judgment in accordance with Condition IV.H.;

5. Furnish the Company with a written statement indicating the estimated potential Loss, calculated in
accordance with Condition V.B., at least fifteen (15) days before the foreclosure sale; and

6. Bid anamount at the foreclosure sale which fully protects the rights of the Company under this Policy against
the Borrower, including any rights to obtain a deficiency judgment in accordance with Condition IV.H.The
insured shall follow the bidding instructions, if any, furnished by the Company. in the absence of such
instructions, the Insured may bid the amount necessary to obtain Borrower’s Title to the Property. If the
Insured is unable to obtain Borrowsr's Title to the Property because it follows the Company's bidding
instructions that specify a maximum bid or the winning bid price exceeds the Insured's estimate of the
Property's market value, the insured shail be entitled to file a claim undser the Policy for the lesser of (a) the
Loss payable in accordance with Condition V.C.2. and (b) the difference between the Loss payable in
accordance with Condition V.C.1, and the net proceeds realized at the foreclosure sale. If the Company
specifies a maximum bid that results in the amount described in (b) above exceeding the amount described
in {(a) above, then the insured shall be entitled to file a claim under the Poficy for the greater of such amounts.
If the Company specifies a minimum bid that is less than the difference between the Loss payable in
accordance with Condition V.C.1. and the Loss payabie in accordance with Condition V.C.2. and the Proparty
is redeemed from the Insured for less than the amount owed under the terms of the Loan, the Insured shall be
antitied to file a claim for the difference between the Loss payable in accordance with Condition V.C.1. and

the redemption price of the Property.
F. Mitigation of Damages—

1. The insured shall actively cooperate with the Company to prevent and mitigate the Loss and to assist the
Company in the Company's aftempts to prevent and mitigate the Loss, including but not limited to good faith
sfforts to effectuate the early disposition of the property. The Company will administer the Policy in good
faith.
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right to elect such method of settlement has expired, the Insured shall not execute a binding contract to seil
the Property without the Company's prior approval. Further, the Insured shall authorize its broker to release
to the Company marketing information for the Property when requested by the Company, unless the Insured
shali hava notified the broker that the Company's right to alect to settle a Claim in accardance with Condition
V.C.1. has been waived or has expired. If the insured wishes to obtain the Company’s approval to execute a
binding contract to sell the Proparty, it will submit to the Company information concerning the proposed Prop-
arty sale, the expense items proposed by the insured to be deducted from the gross proceeds of sale for pur-
poses of Condition V.C.3., and the Insured’s then-estimated amounts thereof, Tha Company will approve or
reject the proposed settlement and will not require the Insured to make counterotfers. If the Company elects
to settte the Claim in accordance with Condition V.C.1., it will thereafter control the marketing of the Property.

G. Advances——The Insured shall advance real estate property taxes and nermal and customary hazard insurance
premiums, foreciosure and eviction costs {including but not limited to Court Expenses and reasonable attomeys'
fees), and necessary and reasonable expenses for the protection and preservation of the Propenty. The costs of
repairing Physical Damage to the Property shall not be considered an approvable expense.

H. Deficiency Actions—

1.

If either the Company or the Insured elects to pursue a deficiency judgment against the Borrower, such party
shail notify the other and together they shall determine for whose banefit the action shall be undertaken after
considering all material information available. Any amounts collected from a judgment thereon, less post-
judgment collection costs, shail be paid to the party for whose benefit the action was commenced. If pursuit
of the deficlency judgment was undertaken for the mutual benefit of the Company and the insured, (a) the
rights against the Borrower will be held jointly, with each plaintiff having full and undivided rights against the
Borrower, and (b) the Company shall be entitled to a percentage of the net amount collected, determined by
dividing the total Loss paid by the Company with respect to the Claim by the gross amount of the deficiency
judgment, and the balance shall be paid to the insured. Until payment of Loss by the Company, the Insured
shail retain control and management of a deficiency action undertaken for the mutual benefit of the Company
and the Insured; and thereafter the control and management of such action shall be in accordance with the
Company's instructions, provided that the Insured may retain control and management if, determined at the
time of payment of the Loss, the Insured has more at risk than the Company due to muitiple loan defaults by

the same Borrower.,

If the pursuit of a deficiency judgrment will cause additional expense, whether through delay in the Insured’s
ability to obtain Borrower's Title to the Property (free of any redemption rights) or otherwise, ail advances
made by the Insured pursuant to Condition IV.G., notwithstanding any limitation thereon continued to
Condition V., and the amount of interest on the Loan computed at the contract rate stated in the Loan which
are paid or accrued solely hecause of such delay in obtaining Borrower’s Title lo the Property shall be
reimbursed as follows:

a. if pursuit of the deficiency judgment was undertaken scisly for the Company’s benefit, ali such amounts
shall be added to the Loss payabie by the Company hereunder;

b. If pursuit of the deficiency judgment was undertaken solely for the insured's benefit, no such amounts
shall be recoverable hereunder; and

c. 1 pursuit of the deficiency judgment was undertaken for the mutual benefit of the Company and the
insured, all such amounts shall be allocated between the Company and the Insured in the same
proportion to which thay are entitied to share in the deficiency judgment, and appropriate settlement
shali be made in accordance with such aliocation, A settlement shall be made upon conclusion of the
deficiency action for items paid or accrued through such date, and a final seitlement shall be made after
completion of any collection efforts.

I.  Claim Infermation—In order to make a Perfected Claim, the Insured must provide the Company with the following:

1.

2.

A completed form approved by the Company for payment of a Claim;

All information reasonably requested by the Company;

An executed trustee's or sheriff's deed, or other avidence satisfactory to the Company that the foreclosure
sale has been completed, or a deed from the Borrower in the case of a voiuntary convayance, demoenstrating
that the Insured has obtained Barrower's Title to the Property; and
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provided that the Insured shall not be required to comply with subparagraphs 3 and 4 above if the Property is
redeemed by the Borrower pursuant to the exercise of redemption rights arising in a foreclosure sale or is
conveyed to a third party prior to the filing of a Claim in a foreclosure sale or in an earty disposition of the Property
approved by the Company.

V. Loss Payment Procedure

A.

Filing of Claim—The insured shall fite a Claim no later than sixty (60) days following the first to occur of the
following events:

1. The acquisition by the Insured of Barrower's Title to the Property and the expiration of any redemption rights;

2. The disposition of the Property to a third party at a foreclosure sale; or

3. The early disposition of the Property to a third party with the Company’s approval pursuant to Condition [V.F.

if the Insured fails to file a Claim within the time prescribed, such faiiure shail be deemed to have been and election
by the Insured to waive any right to any benefit under this Policy with respect to the affected Loan unlass the

Company agrees otherwissa.

Calculation of Claim Amount—The Claim Armount shalt be an amount equal to the following:

1. The sum of

a.

b.

The amount of unpaid principal balance due under the Loan as of the date of Default;

The amount of accumuliated delinquent interest due on the Loan, computed at the contract rate statad in
the Loan, through the date that the Claim is submitted to the Company or, i earlier, the date sixty {60)
days after the occurrence of the applicable event described in Condition V.A_; and

The amount of advances made by the insured under Condition IV.G.; provided that

{1} Attormey’s fees advanced thereunder shall not exceed three percent (3%) of the sum of the unpaid
principal balance and the accumulated interest payable in accordance with Condition V.B.1.b; and

{2) Payment for such other advances shall be prorated through the date the Claim is submitted to the
Company ar, if earlier, the date sixty {60) days after the occurrence of the applicable event

described in Condition V.A.

2. Minus the sum of

a.

f.

g.

The amount of all rents and other payments (excluding proceeds of fire and extended coverage
insurance) collected or received by the Insured, which are derived from or in any way related to the

Property (other than proceeds of a sale of the Property);

The amount of cash remaining in any escrow account as of the last payment date;
The amount of cash to which the insured has retained the right of possession as security for the Loan;

The amount paid under appiicable fire and extended coverage policies which are not applied to restoring
and repairing the Property, it the Property suffered Physical Damage, and which has not been applied to
the payment of the Loan;

The estimated cost to repair Physical Damage to the Proparty, if more than $1,500.00, but only if the
Company elects to settle the Claim pursuant to Condition V.C.1. and the Insured does not elect to

perform such repairs;

The amount axpended by the Insured for advances not authorized by Condition {V.G; and

The amount of any payments of Loss previously made by the Company on the Loan.

3. if a Loan has been divided into secured and unsecured portions pursuant to proceedings under the federal
bankruptcy laws, the amount of Loss shall include unpaid principal due under the unsecured portion of the
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Loan, evenif the B. ower has baen released from such portion of .. .« Loan, with interest thareon computed

at the note rate from the date of Default through the date referred to in Condition V.B8.1.b.

C. Payment of Loss—The Company shall elect the method of Loss seitlement, as provided herain, within sixty (60)
days after the insured has filed a Claim in accordance with Condition V.A., whether or not the Company has made
a final determination to accept the Claim. If additional information is required in order to make the Claim a
Perfected Claim, the Company must request such information from the Insured within twenty (20) days aftar the
date the Claim was filed, whereupon the 60-day pericd shall be suspended until such additional information is
furnished to the Company. If at any time prior to its settlement alection the Company is denied reasonable access
to the Property, the 60-day period shall be suspended until such access is made available to the Company. The
Company shall select from the following sattlement options, at its sole discration:

1.  Acquire title to the Property and pay the Claim Amount calculated in accordance with Condition V.B. Tha
Loss shall be payable only if all of the following conditions are satisfied:

a. Title to the Property is conveyed to the Company by delivery of a recordable dsed in normal and
customary form, containing the usual warranties and convenants and convaying to the Company or its
designee Good and Merchantable Title to the Property, together with evidence satisfactory to the
Company, in the form of a title insurance policy approved by the Company or an opinion of title from an
attomey approvad by the Company, that the Insured has acquired and can convey to the Company or its
designee Good and Merchantable Title to the Property;

b. Ali Physical Damage to the Property has been repaired by the Insured, but only if the cost of repairs
sxceads $1,500.00 and the Instired has elected to repair Physical Damags to the Property in lisu of
accepting a deduction from the Loss payment pursuant to Condition V.B.2.e. if the Insured elects to
accept a deduction from the Loss payment in lieu of parforming repairs, the insured shalil, at the
Company's request, assign all of the insured's rights, title, and interests in any and all insurance policies
pertaining to the Property (but only to the axtent the proceeds thereof have not been deducted from the
Loss pursuant to- Condition V.B.2.d.); and

c. Possession of the Property is furished to the Company.

2, Pay a percentage of the Claim Armount pursuant to the coverage option specified on the Certificats. if the
Company slects to pay the Loss under the terms of this subparagraph 2, the Company shall have ng rights in
the Property and the title to the Property shail be retained by the Insured; or

3. if the Property is redeemed by the Borrower pursuant to the exercise of redemption rights arising in a
foreciosure sale or is conveyed {0 a third party prior to the date the Loss paymsant becomes due in a
fareclosure sale or in an early dispasition with the Company's approval, the Company shall pay the lessar of
(a) the Loss calculated in accordance with Condition V.B, minus the net proceeds of such disposition (L.e., net
of actual and reasonable marketing and closing costs), or (b) the percentage of Loss calculated in
accordance with Condition V.B. pursuant to the covarage option specified on the Certificate (unless the
Company is required to pay the greater of amounts (a} and (b) under the specific circumstances described in

Condition (V.E.6.),

Except as provided in Condition VI.C., payment of Loss shail be made not later than the end of the 60-day
period or, if settliement is to be made in accordance with Condition V.C. 1., not later than ten (10) days afterthe
Insured notifies the Company that it has satisfied all of the conditions stated thersin, or the end of the 60-day

period, whichever is later,

D. Discharge of Obilgation—Any and ail payments in the full amount required by Condition V.C., pius any amounts
required by Condition IV.C.2 and Condition |V.H.2, shall be a final discharge of the Company’s obligation with

respect to such Loss under this Policy.

VI, Additional Conditlons

A. Proceedings of Eminent Domain—in the event that part or all of the Property is taken by eminent domain,
condemnation or by any other procsedings by a federal, state or local govemmental unit or agency, the Insured
shall require that the Borrower apply the maximum permissible amount of any compensation awarded in such
proceedings to reduce the principal balance of the Loan, in accordance with the law of the jurisdiction where the

Property is located.
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Subrogation—

1. To the extent permitted by applicable law, the Company shall be subrogated pro rata (with pro rata shares
determined in accordance with Condition IV.H.) to all of the Insured's rights of recovery against the Borrower
and any other person or organization relating to the Loan or to the Property; except that the Company will be
entitied 1o ail such rights if it is determined pursuant to Condition IV.H. that only the Company will pursue
such rights or if the Company pays such Loss pursuant to Condition V.C.1. or Condition V.C.3.(a); and except,
further, that the Insured will be entitled to all such rights if it is determined pursuant to Condition V.M. that
only the Insured will pursue such rights or if the Company is not entitled by law to pursue such rights. The
Insured shall execute and deliver at the request of the Company such instruments and papers and undertake
such actions as may be necessary to transfer, assign and secure such rights. The Insured shall refrain from
any action, either before or after payment of a Loss hereunder, that would prejudice such rights.

2. The execution by the Insured of a releasa or waiver of the right to collect the unpaid balance of a Loan shali
ralease the Company from its obligation under its Certificate to the extent and amount of said release or
waiver, anything in this Policy to the contrary notwithstanding.

Claims Delay--if the payment of Loss is delayed pending an investigation by the Company of possible coverage
defenses or for any other reason, simple interest on the amount thereof, computed at the contract rate or rates
stated in the Loan through the dats the Loss is paid, shall be added to the Loss payment. In no event shall the
Company delay its decision to accept or deny a Claim more than one hundred twenty (120) days after the date the
payment of Loss was otherwise required pursuant to Condition V.C. The denial of a Claim shall not abate the
accrual of interast pursuant to this Condition VI.C. if it is uitimately determined, by legal proceedings or
otherwise, that the Claim is coveraed under the Policy.

Misrepresentation and Materiality of Obligations—The Insured agrees that statements made in matters
presented by it, the Borrower, or any other party in any application for coverage under this Policy, and in the
appraisal, the plans and specifications, and other axhibits and documents submitted therewith or at any time
theraafter are the Insured's representations, and that the Company has issued the Certificate in refiance on the
correctness and completeness thereof,

Notice—In addition to all other means of communication deemed acceptable by the Company in writing, all
notices, claims, tenders, repons and other data requiesd to be submitted to the Company by the insured shall he
mailed postpaid to the Company at P.O. Box 2300, Winston-Salem, North Carolina 27102. The Company may
changs this address by giving written notice to the insured. All notices to the Insured shall be postpaid to the
address on the face of this Policy or the last known address uniess the Company is otherwise notified in writing.
The Company and the Insured may mutuaily agree that nofices shall be sent to any additional Person. No liabiiity
is incurred by the Company if it is discovered that notice should have been sent {o a Person other than the Insured
or such additional Persons theretofore mutually agreed upon.

Reports and Examinations—Tha Company may call upon the Insured for such reports pertaining to any Loan
insured hereunder as it may deem necessary and may inspect the books or accounts of the insured as they

pertain to any Lean insured hereunder.
Suit—

1. No suit or action for racovery of any Claim under this Policy shall be sustained in any court of law or equity
unless the Insured has substantially complied with the terms and conditions of this Policy, and unless the suit
or action in equity is commenced within three (3} years [five (5) years in Kansas and Florida] after the Claim
has been filed with the Company. No suit or action for Claim may be brought against the Company until sixty
{60} days from the date that the Claim is filed.

2. If adispute arises concemning the Loan and involving either the Property or the Insured, the Company has the
right to protect its interest by defending the suit, even if the allegations contained in such suit are groundiess,
faise or frauduient. The Company is not required to defend any fawsuit involving the insured, the Property or
ihe Loan. The Company shall also have the right to direct the Insured to institute & suit on the Insured's behaif,
at the Company’s expensa, if this suit is considered necessary or appropriate by the Company to preserve the
Company's rights.

3. If, under applicable law, the Borrower successfully asserts a defense which results in the release in whole or
in part of the Borrower's obiigations to repay the Loan, the Company shall be released to the same extent and
amount from its liability under this Policy except as provided in Condition v.B.3.

Page 11
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. Conformity to Statute—nny provision of this Policy which is in confiict with the law of the jurisdiction in which
the Insured is located is hereby amended to conform to the minimum requirements of that law.

Special Conditions—The Company wiil nct rescind coverage or deny or adjust a claim with respect to a Loan
on the basis of a fallure to satisfy a special condition (other than a special condition relating to completion of
constructing rehabilitation or repairs) if the Borrower has made twenty-four (24) consecutive monthly payments
frorn the Borrower's own funds.

Premium Refunds—if a Claim is excluded and the Company is not otherwise prejudiced or damaged thereby,
the Company shall refund to the insured a portion of the premium paid on the Cartificate prior to the date of the
svent giving rise to such exclusion in accordanca with the applicable cancsilation schedule and all premiums
paid after the date of such event.

Incontestabiiity—Subject 1o the satisfaction of all of the conditions set forth beiow, the Company agrees not to
reject or deny a claim for benefits under this Policy by reasan of fraud, negligence, omission, error, or
misrapresentation in the application far covarage of a Loan, or in any statement, documaent, exhibit, or
information submitted in connection with an application for coverage. This provision will not apply uniess all of
the following conditions are satisfied:

1. The Insured, any officer, employee, or agent of the insured, any mortgage broker or intermediary
underwriting or originating the Loan, or any other Person under contract with any of the foregoing Persons
acting with respect to the Loan or the reiated Propenty transaction (including but not limited to an appraiser,
escrow agent, or closing agent) did not possess or otherwise acquire actual knawledge of such fraud,
negligence, omission, error, or misrepresentation prior to or within twelve (12) months after the Effective Date
of coverage with respect to the Loan;

2. The Company did not acquire actual knowladge of such fraud, negligence, omission, arror, or
misrepresentation prior to or within twelve (12) months after the Effective Date of coverage with respect to the
Loan or if such knowiedge was acquired by the Company within such fwelve-month period, the Company
failed to rescind coverage within thirty (30} days after the date it acquired such knowledge; and

3. The Borrower has made twelve (12) consecutive regulariy-scheduled loan payments prior to the dats the
Loan went into Default, utitizing funds available to Borrower from sources other than any Person described in

condition 1 above.

Page 12
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DELEGATED PROGRAM ENDORSEMENT

The purpose of this Endorsement is to amend terms and conditions of the Policy to provide for the insurance
of Loans under the Delegated Program made availabie by the Company to certain [nsureds to whom this
Endorsement is issued. This Endorsement will apply only to a Loan which is identified by the Company as
being insured under the Delegated Program. To the extent of any inconsistency or conflict between the
terms of the Policy and this Endorsement, this Endorsement will control and all terms capitalized in this
Endorsement will have the meanings set forth in the Policy, except as otherwise defined herein. The terms
and conditions of the Policy shall apply to a Loan insured under this Endorsement, but with the Policy
amended by adding, deleting or amending the following terms and conditions, as indicated:

This Endorsement applies to all Certificates issued under the Master Policy to which it is attached.

Section I of the Policy, Definitions, has been revised as follows.

Section L. O. is deleted in its entirety and replaced with the following:

o.

Leoan means any note, hond, or other evidence of indebtedness secured by a mortgage, deed
of trust, or other instrument, which constitutes or is equivalent to a first lien or charge on the
Property and to which coverage under this Policy has been extended.

The following definitions have been added to Section ., Definitions, of the Policy.

Z.

BB.

Eligibility Criteria means the requirements established by the Company from time to time
applicabie to the origination of z Loan (including approved mortgage loan programs,
maximum lospo-to-value ratios and original principal amounts, coverage limitations and
underwriting requirements) and of which the Company notifies the Insured, as the same may
be amended from time to time by the Company on prior written notice to the Insured.

Transmittal means the information and format designated as such by the Company which
requests or directs the Company to issue its Certificate with respect to the identified Loan,
and which includes all data and information and all exhibits and documents furnished to the
Company in connection with the identified Loan. As the context requires, whenever the
term “Application” is used in this Policy, the term “Transmittal” and its definition will be

substituted.

Loan file means, with respect 1o a Loan, copies of all documents (including all data and
information in electronic format) created or received in connection with the origination and
closing of the Loan, including the Borrower’s loan application, purchase contract, appraisal,
credit report, verifications of employment, income and deposit, and HUD-1 or other
settlement statement.

Section JL. of the Policy, Coverage, has been revised as follows.

Section II. A. of the Policy is deleted in its entirety and repiaced with the following:

II. A.

Loan Underwriting and Obtaining Coverage — This Policy shall automatically extend to
each Loan which the Insured submits for coverage under this Policy, provided that it is made
in accordance with the terms and provisions of this Policy, including the Eligibility Criteria,
and is evidenced by a Certificate issued by the Company. In order to obtain coverage under

Form # TGE-41.1(09/01) Page ! of 3
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this Policy for a Loan, the Insured or the Person acting on its behalf must submit a duly
completed Transmittal to the Company within thirty (30) days after the Insured makes or
purchases the Loan (or such longer period as allowed by the Company), and the Company
shall then issue a Certificate, if ail applicable requirements are satisfied.

If the Insured or the Person acting on its behalf subsequently denies the mortgage loan
application received by it from the applicant, the Insured will be responsible for notifying
the applicant in compliance with any applicable state or federal laws or regulations,
including the Equal Credit Opportunity Act and any other similar taw or reguiation.

Section ITIL. of the Policy, Exclusions from Coverage, has been revised as follows,
Section [II, H. is deleted in its entirety and replaced with the foilowing:

H. Down Payment - Any Claim involving a Loan which is for the purchase of the Property,
and for which the Borrower did not make a down payment as described in the Transmittal or
Loan File.

The following additional exclusion from coverage contained in new section IIl. K. is added to the
Policy:

K. Non-Eligible Loans — Any Loan that did not meet the Eligibility Criteria in effect at the
time the related Transmittal was submitted to the Company 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 written request. '

Section V1. of the Policy, Additional Counditions, has been revised as follows.
Section V1. D. of the Policy is deleted in its entirety and replaced with the foilowing:
V1. D. Representations of the Insured — The Insured represents to the Company that:

I. All statements made and information provided to the Company in a Transmittal or in
a Certificate (including as such is related to continuation of coverage upon
assumption of a Loan) are supported by statements and information in the Loan File;

2. All statements made and information provided to the Company in the Transmittai or
in any Certificate when provided to the Company or contained in the Loan File
when the Loan is closed are not faise or misleading in any material respect as of
such date(s) and do not omit any fact necessary in order to make such statements
and information not false or misleading in any material respect as of such date(s);
and

3 The Loan complies with the Eligibility Criteria in effect at the time the Transmittal .
is submitted to the Company.

The foregoing representations will apply to all statements and information provided to the
Company in the Transmittal or Certificate or contained in the Loan File. The foregoing
representations shall be effective whether or not they are made with the intent to deceive or
mislead, or with the knowledge that they are not true and correct.

Form # TGE-41.1(09/01) Page 2 of 3
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It is understood and agreed that such statements and information in the Transmittal,
Certificate, or Loan File in the aggregate are, and in certain instances individuaily may be,
material to the Company’s decision to offer, provide or to continue coverage of the related
Loan; the Company issues the related Certificate or continues coverage in reliance on the
accuracy and completeness of such statements and information submitted to it; and the
Company’s reliance on the representations in this Section VI. D. survive the issuance of a
Certificate or such continuation of coverage and any later review or audit of the Insured’s
files by the Company, Without atherwise limiting the scope of this Section V1. D,, a breach
of Section III. H. relating to down payment will be deemed a material misrepresentation for
purposes of this Section VI, D,

The following additional condition is added to Section V1, as Section VI. L:

Company’s Remedies for Misrepresentation — If any of the Insured’s representations as
described in Section V1. D. are materially false or misieading with respect to a Loan, the
Company will have at its option, the right to defend against a Claim, or to the extent
permnitted by applicable law, to cancel or rescind coverage under any Certificate
retroactively to commencement of coverage (or if the misrepresentation occurs with respect
to continuation of coverage upon assumption of a Loan, to so defend, cancel or rescind
retroactively to the date of such continuation). In the case of such canceilation or rescission,
the Company shall return at that time all paid premiums retroactively to such applicable
date. In the case of rescission of coverage retroactively to the Certificate Effective Date, the
Aggregate Loss Limit shall be adjusted as if such Loan had not been insured.

The following additional condition is added to Section V1. as Section VL. M:

M. No Agency — Neither the Insured, any Servicer, nor any of their employees or agents
(including the Persons underwriting the Loan on behalf of the Insured) will be deemed for
any reason to be agents of the Company. Neither the Company, nor any of its employees or
agents, will be deemed for any reason to be agents of any [nsured or Servicer.

Attaching to and forming part of Policy No._13-1011-0001 issued to Bank One, N.A
as Trustee for CSFB Mortgage-Backed Pass-Through Certificates Series 2001-28

Effective Date of Endorsement: October 30, 2001

TRIAD GUARANTY INSURANCE CORPORATION

e R A 2

President Secretary
ERs 7 > , . A

Authorized Representative
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_ A INSURANCE P.0. Box 2300
MTRIAD COMMITMENT/CERTIFICATE Winstan-Salem, NC 27102
IS

Triad Guaranty insurance Corporation in consideraiion of premiums set forth herety issues this commitment {0 insure Lhe stated Lender against loss due o the defaul b
bamower on the mongage loan described on this Cgmgrrnewcmﬁcate. pursuant to the lerms and conditions of the referenced Maslgr Policy, with total refiance og g:
aceuracy of the representations made in your applicationt and any conditions noted. Any modifications, change o revisions of the lems or coritions set forth on this certificata
or any faiture to satisfy any conditions noted without prior written consent of the Company, will invalidale the Canificate and the related inswance coverage, Subject
to paymient of premium, the Cenificate of Insurance becomes effective on the mortgage consummation date or such later date as mutually agreed to by you and the geumpany.

INSURED LENDER MORTGAGOR & PROPERTY

Bank One, N.A, See Attachment 1 for incorporation by reference of ait

1 Bank One Plaza, Suite IL 1-0126 other Loan information referred to in this section of the

Chicago, IL 60670-0126 Commitrent/Certificate
MASTER POLICY NUMBER COMMITMENTICERTIFICATE NUMBER COMMITMENT EFFECTIVE DATE | COMMITMENT EXPIRATION DATE
13-1011-0001 To Be Assigned Qctober 30, 2001 April 30, 2002
BASE LOAN AMT.(INSURED AMT.] | TOTAL LOAN AMOUNT _ |SALE PRICE APPRAISED VALUE ?Bcn:s%-;c-vaws

QN LOWER OF SALE

$312,574,682.40 $312,574,682.40 $ g PRICE OR APPRAISED VALUE) %
CASH EQUITY OTHER EQUITY  |TERM OF MORTGAGE [TYPE MORTGAGE | PURPOSE OF MORTGAGE JINITIAL INTEREST RATE | OWNER QCCLPIED
$ H

SOURCE OF DOWN PAYMENT AND SETTLEMENT CHARGES

PREMIUM INFORMATION - ALL PREMIUMS BASED ON ORIGINAL LOAN AMOUNT

PREMIUM DUE INITIAL PREMIUM RATE ANNUAL RENEWAL RATES
See 1st Billing See Attachment 1

COVERAGE PROVIDED | TERM OF COVERAGE
Sea Aftachment 1

Additlonally subject to ail the rapresentations made by the insured in the information provided in connection with the application for
insurance, as if atiached herelo, and any conditions noted below.

INSURED CERTIFICATION: The undersigned cartifies that the: (1)} Loan Transaction, as descAbed above, has been Consummated;
{2) Loan information set forth above on the Original Commitment/Cartificaie is true and correct and the Company can rely on it in
extending coverage to the Loan; (3) L.oan is not in Default at the time the appticable premium is paid; (4} Conditions, if any, identified
on the Original Commitment/Certificate, have been satisfied; (5) Insured has attached to its retained original Commitment/Cartificate
the insured Application and alf supporting documentation and representations submitted to the Company by or on behalf of the
insured; (6) insured has no knowledge of any material changes in any statament contained in such Application, supporting
documentation of representations. Any assignment of the servicing of the Loan or rights of the insured under the
Cormmitment/Certificate must be in accordance with the terms and conditions of the Master Poficy.

The Campany has caused its Corporate Seaf lo be here to affixed and these presents (o be signed by its duly authorized officers in facsimile 10 become eflective as its
original seal and signatures and binding on the Company. TRIAD Guaranty nsurance Carporation

Prasident

L TF el

Secretary

Lender must compiete all of the information beiow, AND IF SERVICING HAS BEEN SOLD, GOMPLETE THE FOLLOWING

a.Far Mini-Monthly Premium Plan ONLY (Ml Pramium due at 15t
can pa }, ratum REMITTANCE copy of commitmant/cartficata NAME OF NEW SERVICER/INSURED {NEW SERVICER MASTER POLICY NQ.

H {No grernium dua at closing ~ Triad wil Invaice).

b.For ALL othar Premium Plans, retum REMITTANCE copy with the
appropnate prermiurm 1o Triad Guaranty Insurance Corporation.

LENDER'S LOAN NO. STREET ADDRESS

[FIRST PAYMENT DATE GiTY STATE P

FMORTGAGE CLOSING DATE + PREMIUM AMT REMITTED PREPARED BY I TELEPHONE NUMBER

l ( )

The undersigned certifies that the: (1) Lean ransaction, as described above, has been consummated; 2& Laan information sel forth abave is true and comect and the Con'%ny can rely on il in

euenticgim»erage to the Loan; {3) Loan s not in Defaull at the time the applicable premium is paid: {4) Conditions, i an'{bngemiied abave, rave been satisfied; (5) Insured has no knowledge of

grglmt al c,n_ara;es in any stalement tontained in such insurance appl suppomﬁ documentalion or representations. wﬂ-nn;g:_ Any. it wha, with intent (o defraud or knowing
e is faciitating a fraud against an insurer, subméts an appli or files 4 claim containing a falsa or deceptive staterent is guily of frauxd, which is a crime.

AUTHCRIZED SIGNATURE OF INSURED LENDER DATE

T4 [3/98) (03/00)

inen
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Attachment 1

The Company insures a total of 3416 loans, identified on the attached spreadsheet
referred to as Appendix A (individually a “Loan” or collectively the “Loans™), with an
aggregate Amount of Loan Insured (for all Loans) of $312,574,682.40. The Amount of
Loan Insured and the Amount of Coverage for each individual Loan are as shown on
Appendix A.

The initial and renewal premium will be non-refundable and will be payable monthly.
Such premiums are calculated as a per annum percentage of 86 basis points (0.86%)
applied to the outstanding principal balance of each Loan at the end of the prior calendar
month with the initial premium due on Novermber 30" and the renewal premiums due on
the 25" day (or if not a business day, the next business day) of the next calendar month.
The quoted premium rate does not reflect premium taxes which are due and required to
be paid by the Insured in the state of Kentucky and West Virginia. The portfolio contains
138 loans in the state of Kentucky and 30 loans in the state of West Virginia.

In issuing the Commitment/Certificate for the Loans, the Company relied on certain
information and data received from the Insured and/or DLJ Mortgage Capital, Inc.,
including, but not limited to information and data contained in several Intemet file
transfers to the Company from DLJ Mortgage Capital, Inc., and a letter agreement dated
October 30, 2001 between the Company, Insured, and DLJ Mortgage Capital, Inc.,
including a computer diskette of loan information attached to such letter, all of which will
be considered the “Application” for insurance of the Loans, such letter and diskette being
attached to and make a part of this Commitment/Certificate.

The Commitment/Certificate is also subject to the terms and conditions of the following
Endorsements, which are applicable to all of the Loans:

(1) Delegated Program Endorsement — Triad Form # TGE-41.1(09/01)

(2) Endorsement for Additional Coverage to Master Policy — Triad Form #
TGE-42.2(09/01)

(3) Hlinois State Provisions Endorsement — Triad Form # TGE-1(1/98)
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ENDORSEMENT FOR ADDITIONAL COVERAGE TO MASTER POLICY

The purpose of this Endorsement is to amend terms and conditions of the Policy to provide for the insurance
of Loans which is in addition to other mortgage guaranty insurance coverage separately in effect for each of
such Loans. This Endorsement will apply with respect to such additional coverage and will apply only to a
Loan which is approved by the Company for insurance under it, which approval shail include a Loan
underwritten by the Insured in accordance with the Company’s Delegated Program. To the extent of any
inconsistency or conflict berween the terms of the Poiicy and this Endorsement with respect to such
additional coverage, this Endorsement will control and all terms capitalized in this Endorsement will have
the meanings set forth in the Policy, except as otherwise defined herein, The terms and conditions of the
Policy shall apply to the additional coverage on a Loan insured under this Endorsement, but with the Policy
amended by adding, deleting or amending the following terms and conditions, as indicated.

This Endorsement applies to al! Certificates providing additional coverage and issued under the Master
Policy to which it is attached.

Section 1. of the Policy, Definitions, has been revised as follows.
Section I. N. of the Policy is deleted in its entirety and replaced with the following:
N. Insured means:
1. The Person designated on the face of the Policy; or
2. any Person to whom coverage has been assigned with the written approval of the
Company as provided in Section II. J. resulting in a change in the Insured named on a
Certificate in accordance with this Policy.
Section I. P. is deleted in its entirety and repiaced with the following:
P. Loss means the liability of the Company with respect to a Loan for payment of a Perfected
Claim which is calculated in accordance with Section V. B., but subject to the Aggregate
Loss Limit. A Loss will be deemed to have occurred when a Defauit on a Loan occurs, even
though the amount of Loss is not then either presently ascertainable or due and payable.

The following definitions have been added to Section [., Definitions, of the Policy.

CC. 1. Original LTV means the ratio of the principal balance of the Loan at its origination to
the Value of the Property, as calculated according to the Company’s standard
procedures.

2. Net Original LTV means the ratio of the principal balance of the Loan at its
origination less any Pledged Assets and existing primary mortgage insurance, if any, to
the Value of the Property, as calculated according to the Company’s standard
procedures.

TGE-42.2(0%/01) Page | of 9
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DD.

EE.

FE.

GG.

IT.

1.

TGE-42.2(09/01)

Primary Policy means the policy or guarantee issued by a mortgage guaranty insurance
company approved for insurance of mortgage loans sold to the Federal National Mortgage
Association ("Fannie Mae") or the Federal Home Loan Mortgage Corporation (“Freddie
Mac”), which provides the minimum coverage required by Section IV. J,, and under a form
of policy approved by Fannie Mae or Freddie Mac and in general use for the mortgage loans
sold to them. At the Company’s request, from time to time, the Insured shall provide to the
Company a copy of the form of each Primary Policy under which it obtains coverage.

Per Loan Loss Percentage means the indicated percentage applicable to Loans with a Net
Criginal LTV as shown in Attachment [.

Aggregate Loss means, at any given time, the total of all Losses on Loans which are subject
to this Endorsement, including advance payments of Loss and partial payments of Loss with
respect to a Default, paid by the Company reduced by the net proceeds received by the
Company upon disposal of Properties acquired by the Company in settlement of such
Losses. For purposes hereof, the term “net proceeds” shail consist of the sale price received
by the Company, reduced by any expenses, payments or costs incurred by the Company in
the ownership, maintenance and disposition of a Property, including all expenses of the type
which would have been includable in a Claim for Loss, brokerage commissions, title
insurance expenses, recording fees, and other costs and expenses of closing the sale of the
Property; and expenses regarding the physical condition of the Property in order to make it
ready for sale.

Aggregate Loss Limit means the Total Initial Principal Balance (as shown on this
Endorsement) of Loans which are subject to this Endorsement, muitiplied by the Aggregate
Loss Percentage, as in effect from time to time, or such other amount set forth in this
Endorsement, and as may be adjusted under Section VI. L., and represents the maximum
aggregate amount payabie by the Company under this Policy at the applicable time the
Aggregate Loss Limit is calculated. When the Aggregate Losses paid by the Company
under this Policy are an amount equal to the Aggregate Loss Limit then in effect, the liability
of the Company to pay any additional Losses ceases until the Aggregate Losses are reduced
below the applicable Aggregate Loss Limit.

Aggregate Loss Percentage means that percentage identified on this Endorsement, as such
percentage may be adjusted and in effect from time to time as set forth on such
Endorsement.

Initial Principal Balance means the unpaid principal balance at the Certificate Effective
Date of a Loan which is subject to this Endorsement.

Total Initial Principal Balance means the sum of the Initial Principal Balances of all Loans
insured under this Policy which are subject to this Endorsement.

Page 2 of 9
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Section II. of the Policy, Coverage, has been revised as foliows.

Section

II. D

I1. D. is deleted in its entirety and replaced with the foilowing:

Cancellation by the Insured of a Certificate — Nowwithstanding any provision to the
contrary in this Policy, the Insured shall be obligated to maintain coverage of a Certificate
for a Loan and to pay corresponding premiums for continuation of such coverage except
that:

(a) Additional Coverage on a Loan may be cancelled by the Insured effective when:

() the unpaid principal balance of the Loan is less than 45% of the Value of the
Property, provided that coverage of the Loan has been effective under this
Endorsement for at least 5 years and the Loan has not been thirty (30) days
or more delinquent more than once during the 12 months preceding the
effective date of cancellation, or

(2) the indebtedness represented by such Loan is paid in full; and

{b) Coverage on all Loans under this Policy may be cancelled by the [nsured when the
aggregate outstanding principal balance of all Loans is less than 10 percent of the Total
Initial Principal Balance.

Subject to the foregoing obligation of the Insured to maintain coverage, the Insured may
obtain cancellation of coverage on a Loan, if permitted, by making a written request to the
Company for canceilation. However, no refund on a cancellation of coverage on a Loan will
be paid upon cancellation. Cancellation of coverage on a Loan will not cancel this Policy.

Section II. J. is deleted in its entirety and replaced with the following:

iL J.

Change of Insured — If coverage of a Loan is assigned or transferred by the Insured, to a
new [nsured, the Insured shall promptly notify the Company thereof and the Company shall,
thereafier, change its records to identify the new I[nsured for such Loan. Such change of
Insured shall only be allowed if advance written approval is obtained from the Company,
which approval shall be in the sole and absolute discretion of the Company.

Section II. of the Policy, Exclusions from Coverage, has been revised as follows.

The following additional exclusions from coverage contained in new Sections [I1. G, I., J., L. and M.
are added to the Policy:

Il G.

TGE-42.2(09/01)

Physical Damage (Other than Relating to Pre-Existing Environmental Conditions) -
Any Claim where, at any time after the Certificate Effective Date, there is Physical Damage
to the Property of a type other than as described in Condition ULF. and other than
reasonable wear and tear, subject to the following provisions:

Page 3 of 9
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1L 1.

mI. L.

II. M.

TGE-42.2(09/01)

This exclusion will not apply if the Company in good faith determines that the aggregate

cost of restoring ail such Physical Damage is less than fifteen hundred dollars ($1,500.00),

or such higher amount as the Company may provide from time to time.

This exclusion will not apply if such Physical Damage was specifically disclosed to the

Company in the application for coverage relating to the Property.

This exclusion will apply if such Physical Damage occurred:

a. prior to expiration of the settlement period described in Condition V.C. if the Company
elects to acquire the related Property in settlement of a Claim; or

b. prior to the Default and was the principal cause of the Default and the Property was
either uninsured for loss arising from such Physical Damage or was insured for an
amount which, disregarding any deductibles up to $1,500.00, was insufficient to restore
the Property as provided in Condition II1.G.4. below.

The exclusion resuiting from Condition II1.G.3. will not apply if the Property is restored in a

timely and diligent manner to its condition (except reasonable wear and tear) as of the

Certificate Effective Date. In lieu of requiring restoration of the property, the Company

may, at its option, reduce the Claim Amount by an amount equal to the cost of such

restoration.

For purposes of this Condition II1.G., the Property subject to restoration will consist only of

the land, improvements or personal property deemed part of the reai property under

applicable law; and chattel iterns, affixed to the real property and identified in the appraisal

of the Property at the time the Loan was made, whether or not they are deemed part of the

real property.

Cost estimates relied upon by the Company in connection with this Condition IIL.G. shall be

provided in writing by an independent party selected by the Company. The Company will

fumnish the Insured with any such written cost estimates, if requested by the Insured.

First Lien Status — Any Claim, if the mortgage, deed of trust or cther similar instrument
executed by the Borrower and Insured hereunder did not provide the Insured at origination
with a first lien on the Property.

Breach of the Insured’s Obligations or Failure to Comply with Terms — Any Claim

involving or arising out of any breach by the Insured of its obligations under, or its failure to

comply with the terms of| this Policy or of its obligations as imposed by operation of law, if

the breach or failure:

1. Materially contributed to the Defauit resulting in such Claim; or

2. Increased the Loss, except that if the Company can reasonably determine the amouat of
such increase, such Claim will not be excluded, but the related Loss will be reduced to
the extent of such amount.

Coverage Required Under Primary Policy — Any Claim, if for any reason coverage under
a Primary Policy described in Section [V. I. was not in effect at the time of conveyance of
the Property as described in Section V. A. of this Policy.

Payment of the Full Benefit of the Primary Policy — Any portion of any Claim for Loss to

the extent the Insured under the related Primary Policy has not received the amount of the
full benefit of the percentage option claim payment under the Primary Policy, irrespective of
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the reason or cause, inciuding insolvency of the Primary Policy insurer or failure of the
Insured to compiy with the terms and conditions of the Primary Policy.

Section IV. of the Policy, Conditions Precedent to Payment of Loss, has been revised as follows.
Section [V. [. is amended by adding a new subparagraph (5) as follows:

5. Acopy of the Primary Claim and evidence of the payment of, and any adjustments to,
the Claim under the Primary Policy, and other information related to such Primary
Policy as the Company may reasonably request.

The following additional condition precedent to payment of Loss, in new Section V. J., is added to
the Policy:

IV.]J. Coverage Required Under Primary Policy — Except as hereinafter provided, the Insured
shall have coverage in full force and effect under a Primary Policy at the time of conveyance
of the Property as described in Section V. A. of this Policy, which provides coverage against
loss resuiting from a Default by the Borrower. The Primary Policy shall be required on
certain Loans identified in Attachment | to this Endorsement and shall, at a minimum,
provide coverage on the principal amount of the Loan in at least the percent as shown for
such Loans on Attachment 1.

Coverage of a Loan under a Primary Policy must remain in force until cancellation is
required under applicable law or required or permitted earlier under either the Fannie Mae
servicing guide or Freddie Mac servicing guide which would generally be appiicable to
loans serviced for Fannie Mae or Freddie Mac, as such guides were in effect on the closing

of such Loan.
Section V. of the Policy, Loss Payment Procedure, has been revised as follows.
Section V. A. is deleted in its entirety and replaced with the following:

A, Filing of Claim — The Insured must submit and settle its claim under a Primary Policy
before a Claim on such loan may be filed under this Policy. Then, no later than sixty (60)
days after the Initial Claim under the Primary Policy is settled, the Insured shall file a Claim
under this Policy. If the Insured fails to file a Claim within the time prescribed, such failure
shail be deemed to have been an eiection by the Insured to waive any right to any benefit
under this Policy with respect to the affected Loan unless the Company agrees otherwise.

The first paragraph of Section V. B. is deleted in its entirely and repiaced with the following:
B. Caliculation of Claim Amount — Subject to Section V. B. 3. and IV. C. 2., the requirement

of a2 Primary Policy, if any, and o the Aggregate Loss Limit then applicable, the Claim
Amount will be equal to:
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Section V. B. 2. is amended by deleting “and” after subparagraph (f) and inserting *; and” in place
of the period at the end of (h), and by adding a new subparagraph (i) as follows:

L.

Section V. C. 2,

V.C.2

The greater of the amount of any claim payment pursuant to a Primary Policy which
the Insured received, or which the Insured should have received in order for the
exclusion under Section III. M. of this Policy not 1 have applied.

and Section V. C. 3 are deleted in their entirety and replaced with the following:

Per Loan Loss Percentage Option. In the event the Company does not acquire the
Property, allow the Insured to retain all rights and title to the Property and pay to the
Insured as the Loss the lesser of

(1) the Loss calculated in accordance with Condition V. B. minus the net
proceeds of such disposition (i.e. net of actual and reasonable marketing and
closing costs) ; or

(ii) the Per Loan Loss Percentage option which shall be calculated by
multipiying the Per Loan Loss Percentage for such Loan based on its Net
Original LTV (or the Per Loan Loss Percentage as otherwise set forth on
Attachment | to this Endorsement) times the Claim Amount (without any
reduction for the Primary Policy claim payment pursuant to Section V. B. 2.

0.

However, if prior to the Company’s payment of the Loss, a third party acquires title
to the Property at the foreclosure sale or a Borrower redeems the Property (unless
such acquisition or redemption occurs because the Insured failed to bid as provided
in Section IV, E. 6.), then the Company shall pay the lesser of:

(1 the Per Loan Loss Percentage option amount described above; or

(i) the difference berween the Claim Amount and the amount reaiized by the
Insured at the foreclosure sale or redemption.

Without limiting the requirements and conditions to filing and payment of a Claim
contained in this Policy, if the Property has been acquired by the Insurer under a
Primary Policy, no Loss shall be payable under this Policy.

The following is added as the new {ast sentence of Section V. C. of the Policy:

When the Aggregate Loss paid by the Company under this Policy is an amount equal to the
Aggregate Loss Limit, the liability of the Company to pay any additional Claims for Losses ceases
until the Apggregate Loss is reduced below the Aggregate Loss Limit, at which time this Section
V. C. will again apply to any previously Perfected Claims.

TGE-42.2(09/01)
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Section V1. of the Policy, Additional Conditions, has been revised as follows.

The following is added at the end of Section VI. D:

The Insured represents to the Company that:

1. All statements made and information provided to the Company in an Application or
in any Certificate (including as such is related to continuation of coverage upon
assumption of a Loan), are supported by statements and information in the loan file;
and

2. All statements made and information provided to the Company in the Application or
in any Certificate when provided to the Company are not false or misleading in any
material respect as of such date(s) on which they are made or provided and do not
omit any fact necessary in order to make such statements and information not false
or misleading in any material respect as of such date(s).

The foregoing representations will appiy to afl statements and information provided to the
Company in the Application or Certificate. The foregoing representations shall be effective
whether or not they are made with the intent to deceive or mislead, or with the knowledge
that they are not true and correct.

It is understood and agreed that such statements and information in the Application or
Certificate, in the aggregate are, and in certain instances individually may be, material to the
Company’s decision to offer, provide or to continue coverage of the related Loan; the
Company issues the related Certificate or continues coverage in reliance on the accuracy
and completeness of such statements and information submitted to it and without any
obligation to independently verify the statements and information presented; and the
Company’s reliance on the representations in this Section VI. D. survives the issuance of a
Certificate or such continuation of coverage. Without otherwise limiting the scope of this
Section VI. D., a breach of Section III. H. relating to down payment will be deemed a
material misrepresentation for purposes of this Section VI. D.

Section VI. K. and all references thereto in the Policy are deleted in their entirety.

The following additional condition is added to Section VI as Secticn VI. L:

L.

TGE-42.2(09/01)

Company’s Remedies (or Misrepresentation — If any of the Insured’s representations as
described in Section V1. D. are materially false or misleading with respect to a Loan, the
Company will have at its option, the right to defend against a Claim, or to the extent
permitted by applicable law, to cancel or rescind coverage under any Certificate
retroactively to commencement of coverage (or if the misrepresentation occurs with respect
to continuation of coverage upon assumption of a Loan, to so defend, cancel or rescind
retroactively to the date of such continuation). In the case of such cancellation or rescission,
the Company shall return at that time al) paid premiums retroactively to such applicable
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date. In the case of rescission of coverage retroactively to the Certificate Effective Date, the
Aggregate Loss Limit shall be adjusted as if such Loan had not been insured.

Attaching to and forming part of Policy No. 13-1011-0001 issued to Bank One, N.A.
as Trustee for CSFB Mortgage-Backed Pass-Through Certificates Series 2001-28

Effective Date of Endorsement: October 30, 2001 Total Initial Principal Balance: $312,574,682.40
Aggregate Loss Percentage: 7% Aggregate Loss Limit: $ 21,880,227.77

TRIAD GUARANTY INSURANCE CORPORATION

Presidefit 9 7" é T Secretary

Authorized Representative
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ATTACHMENT 1
Net Original LTV Coverage
100.01-102.00% 31%
95.01-100.00% 50%
90.01-95.00% 48%
85.01-90.00% 45%
80.01-85.00% 42%
75.01-80.00% 38%
70.01-75.00% 34%
65.01-70.00% 29%
60.01-65,00% 24%
55.01-60.00% 17%
50.01-55.00% 10%
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1. Itis agreed that Section II-E, Cancellation of Policy, is deleted from the Policy in its entirety and replaced with the
following:

Cancellation of Policy by Insured - The Insured may cancel this Policy by providing prior written notice of cancellation or by
surrender of the Policy to the Company; provided, however, that Certificates issued prior to the canceilation of the Policy shall
continue in force so long as ail premiums are paid pursuant to the terms and conditions of this Policy.

Cancellation of Policy or Certificate by the Company - The Company may cance! this Policy-or any Certificate by mailing to the
Insured at the last mailing address known by the Company “#ritten notice stating when thereafter such canceliation shall be effective. If
the Policy or a Certificate is canceled by the Company for nonpayment of premium. written notice of cancellation shail be mailed at
least ten days prior to the effective date of such cancellation. If the Policy or a Certificate is canceled by the Company for any reason
other than nonpaymenc of premium, written notice of canceilation shall be mailed:

(1) at least sixty days prior to the effective date of cancellation if the Poticy or Centificate being canceled has been in force for 61 days
Or more, or

{2) at least thirty days prior to the effective date of cancellation if the Policy or Certificate being canceled has besn in force for 60
days or less.

If this Policy or the Cartificate being canceled has besn in effect for 60 days, the Company can only cancel for one of the following
reasons;

(1) non-payment cf premiurn;

{2) discovery that the Policy or Cerificate was obtained through material misrepresentation;

{3) discovery that any Insured viglated any of the terms and conditions of the Policy or Certificate;
{4) discovery that the risk originally accepted has measurable increased;

(5) certification to the Director of Insurance of the State of Illinois of the loss of reinsurance by the Company which provided
coverage © the Company for all or a substantial part of the underlying risk insured: or

{6} a determination by the Director of Insurance of the State of Nllinois that the continuation of the Policy or Certificate could place the
Company in violation of the insurance laws of the State of Illinois.

Cancellation of a Cerntificate will not cancel this Policy. The mailing of notice as provided above shall be sufficient proaf of notice.
The time of surrender or the effective date and hour of cancellation stated in the notice shall become the end of the policy period.

2. Notice of Noorenewal - The Company shall mail to the Insured at least sixty (60) days’ advance written notce of the
Company's intention not to cenew this Policy or any cerificate. Such notice shall provide specific explanation of the reasons for non-
renewal.

3. It is agreed that Section VI-B, Subrogation, is amended to include the following subsection 3:

3. If the property consists of a single-family dwelling occupied by a Borrower, the Company shall not have subrogation rights against
any Bomrower as set forth in this condition and no Borrower shall be liabie 1o the Company for any deficiency arising from a
foreclosure sale.

4. It is agreed that Section VI-G. 1, Suit, is deleted from the Policy in its endrety and replaced with the following:

1. No suit or action for recovery of any Claim under this Policy shall be sustained in any court of law or equity uniess the Insured has
substantially complied with the terms and conditions of this policy, and unless the suit or action in equiry is commenced within three
(3) years after the Claim has been filed with the Company. This three year period
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part. No suit or actien for Claim may be brought against the Company until sixcy (60} days from ..e date that the Claim is fited.
5. It is agreed that under Section V., B., Calculation of Claim Amount, 2.h. is added to the Master Policy as follows:

h. And, if the coverage under this Policy was paid for in 2 singie premium that was financed
at origination and included in the original amount of the Loan, the amount of the singie premium so  financed.

6. Itis agreed that the first paragraph of Section V-C, Payment of Loss, is deleted from the Folicy in its entirery and replaced with the
following:

Payment of Loss - The Company shall elect the method of Loss settlernent, as provided herein, within thirty (30 davs
after the Insured has filed a Claim in accordance with Condition V.A.., whether or not the Company has made a final determination tc .
aceept the Claim. If additional information is required in order to make the Claim a Perfected Claim. the Company must request such
information from the Insured within twenty (20} days after the date the Claim was filed, whereupon the 30-day period shalt be
suspended until such additional information is furnished o0 the Company. If at any time prior 1o its settlement election the Company is
denied reasonable access to the Property, the 30-day period shail be suspended unti} such zccess is made available to the Company.
The Company shall select from the following settlement options, at its sole discretion:

7. I is agreed that ander Section V. C.. Payment of Loss, the following sentence is added at the beginning of the last paragraph as
follows:

In addition to the sum due pursuant to the option described above which the Company selects, if the coverage under this Policy was
paid for in a single premium that was financed at origination and included in the original emount of the Loan, the Loss payable by the
Company will include the amount of the single premium so financed.

3. Should any comptlaint arise regarding this insurance, the Insured may contact the Company, P.O. Box 2300, Winsion-Salem, NC

27102. If the Company is unabie to resolve the matter, the Insured may also seek the assistance of the Illinois Depantment of
Insurance, Consumer Division or Public Services Section, Springfield. [llincis 62767.

TRIAD GUARANTY INSURANCE CORPORATION

N Y

President Secretary

9.71./12@-

Authorized Representative
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