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REPUBLIC MORTGAQGE INSURANCE COMPANY CPoal
REPUBLIC MORTGAGE INSURANCE COMPANY OF FLORIDA
REPUBLIC MORTGAGE INSURANCE COMPANY OF NORTH CAROLINA '

P.O. Box 2514 (27102)
101 North Cherry Strest
Winston-Salem, North Carolina 27101
Toll Free: {800) 989-7642

MASTER POLICY

The Company, as indicated by both the applicable Commitment/Certificate and the Policy as either Republic -
Morlgage Insurance Company, Republic Morigoge Insurance Company of Florida, or Republic Morigage Insur-
ance Company of North Caroling, agrees to pay fo the Insured ideniified below, In consideralion of the premium
of premiums o be paid as herelnafter spacified and In reliance upon the Insured's representotions and stalements
made In any Applicallon for coverage under this Policy and In any documents and writings, including any data
transferred by elecironic media related thereto, any Loss due fo the Default by o Borrower on a Loan, subject o the

terms ond condilions contained herein,

X

Insured’s Niome and Molling Address
« CTX MORTGAGE COMPANY Policy Number: 48025 (REVISED)

+ 1603 LBJ FWY, STE 500
* DALLAS, TX 75234

Effective Dale of Policy: 02/08/1991

In Witness Wheraof, the Company has caused ils Corporate Seal to be herelo offixed ond these presents io be
signed by Hts duly authorlzed officers In focsimils to become effactive os Iis originol seal and signolures and binding on

the Compony.
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TERMS AND CONDITIONS

1, Definitions

L ,prpﬂ_calion means a request for covarage, Including assumpticn of coverage, undes this Policy
for o Loon on o form or In a formot provided by the Company, and dll other stalements, documents,
of Information furnished to the Cempany by the Insured or any other Person In connection with the
insuting of the Loan: An Application will Include information, if so furnished to the Company,
conlalned In the Borower's lean applicollon, oppraisal, verficatlons of income ond deposil, plans
ond specifications for the Properly, and ofl other exhiblls and documenls, and will Include all dato

~ and Information so furnished by electronic means.

1.2 Appropriate Proceedings means any legal or administrative action by the Insured offeciing either
a loon or fille to o Property, including:

o. Praserving o deficiency recovery by making a bid at the foreclosure sale ond pursuing a
deficiency judgmen until the end of the Selllemen! Period, where oppropricte and
permissible and where disected by the Company; o

b. Enforcing the terms of the Loan as ollowed by the low where the Proparty is localed; or

c Acquiting Borower's Tile or Good ond Merchantable Tile to ihe Property, os either moy
be required under this Palicy, but excluding such fitle as moy be acquired by o voluntary
conveyance from the Borower; or

d. Asserling the Insured's interest in the Property in o Boriower's bankruplcy:

1.3 Borrower meons any Person legally obligoted to repoy the debl obligation created by a Loan,
Including any co-signer or guarantor of the Loan.

14 . Borrower’s Tille means such fille o o Properly as was vested in the Borrower ot the time of o
) conveyance 1o the Insuted arising oul of or pursuani 1o a foreclosure of the Loan; provided, however,
if the Insured so elecls, the redemplion period need not hove expired. Borrower's Title in the Insured
may be, but need not bs, the equivalent of Good ond Merchonioble Tile, end the deed evidencing
Borrower's Tille need not be recorded unless raquired by applicable low. :

15 Certificate meons the documenl, which moy bern the same form os the Commitment, Issued by the
Company pursuani lo this Policy and exlending the coverage Indicated therein lo o specified Loon.

1.6 Cerlificate Effective Date means, as specified In the Certificate, la} the closing do]e of a loan, or
(b) the later date requested by the Insured and accepled by the Compony. \
17 Claim means the limely filed wrilten request, mode on @ form or In o format provided or opproved

by the Company, lo receive the benelits of this Policy.
1.8 Claim Amount means the amoun! colculated in accordonce with Section 6.2 of this Pollcy.
1.9 _ Commitment means the document, which moy be on the same form as the Cerlificate, issvad by

the Compony evidencing the Company's offer lo tnsure the loan identified thersin, subjec! to the
terms ond condilions therein ond In this Policy.
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I Default means the fallure by o Borrower [a) o poy when due.on amount equel fo or greater than

one 1] perodic monthly payment due under the larms of o Lean, or [b) lo comply with any other
lerm or condiilon of the lean, if failure to comply Is a bosis for the accelerotion of the principal
balance of the loon ond the Institution of Appropriote Proceedings. e

A loon Is deemed to be In Deloul for that month s of the close of business on the insialiment dve
dale for which a schedulad monthly poyment has nol been made or os of the clase of business on-
the dote the Borrower foils fo comply with any such other term or condition of the Loan.. The loan
will be édﬁm;nm%mmmfg of o Clolm 56 Tong os such perlodic payment hos
not been mode or basls for occeleralion and Appropriate Procaedings remolns. For example, o
Loan s *four (4) monihs in Defaul” If the monthly installments due on January 1 through Apil 1

remain unpald os of the close of business on April 1 or if o bosis for acceleralion ond Appropriate
Proceedings exisls.

Deficiency Expenses means reasoncble cllomey's fees and necessory courl cosls incurred by
the Insured for those Appropriate Proceedings necessary to putsue or establish o deficlency against
the Borrower ond which are In addilion to those incurred in stondard and customory feraclosure
proceedings, plus addilional Interest accning on the Loan, reot astate loxes, casually Insuronce
premiums, ond Properly preservallan expenses Incurred during such Appropriate Proceedings and
ony additional reloted redempllon pariod as necessiloted by such deficiency pursuit.

Environmental Condition means the presence, on or under a Property, of any *Hozordous
Substance” os thal term is defined by the federal Comprehensive Environmentol Response,
Compensation and liability Act (42 U.S.C. Sec. 9601 et seq,, as amended from time to ime) or os
defined by ony similar state low; or ony “Hozordous Wasle® o "Regulated Substance® os those

- terms are defined by the fedarcl Resource Conservation and Recovery Acl [42 U.S.C. sec. 6901, el
s6q., 0s amandsd from lime to time} or os defined by ony simillar stale low, bul does nol meon the
presence of radon, lead palni, or osbestos.

Falr Market Value means, with regord to the amouni bid for any Properly o a foreclosure sale,
the Properly’s value ot the opproximale lime of the foraclosure sale as delermined by appraisol If
ovailoble or in accordance with customary servicing praclices {which may Include relionce on

" Information provided by a local recl estate broker), subject to applicable low governing foreclosure.

Good and Merchantable Title means lills to o Properly free and cleor of ol llens, encumbronces,
covenonls, cordllions, reslrictions, encrocachmenls, Impediments, easements and rights of redempllon,

and other rights and cloims of o Borrower or third porties except for:

a Alien of any public bond, assessment, or lox, when nia Installment, call, or payment of or
under such bond, assessment, ot tox Is dellnquen;

b. Oulstonding minerol, oil, or limber rights, rights of woy, easements, righls of supporl, sewer

ights, zoning ordinances, bullding restriclions or other reslriclions, covenants, regulations of

use, ar opplicable lows, provided the Propetly conforms o, and lis intended ond normal
vse and accupancy s nol odversely affected by, such covenants, dghts, restriclions,
regulations, or ordlncqces; and

c Any condilions or defecls which will not hove o materially adverse effect on efiher the
tansferability of the Property of the sale thereof to o bona fide purchaser.
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Good and Metchantable Tile does not exist if conventen! means of Ingress ond egress are nol
conveyed as well as freely cllenoble rights to the use and enjoyment of municipol os privote
sources of waler ond means of sewoge disposol, whether such rights are by easement or covanen
renning with the Properly are reflected in the public records relating to the Properly.

In oddiiion, Good ond Merchantable Tile does nol exist if notice hos been given of the
commencement of praceedings lhat could resull In the imposition of o lien upon the Property
pursuant to the Comprehensive Environmentol Response, Compensotion ond Uobility Acl,

as amended, 42 U.S.C, 9401, ol seq., o any other stalute, law, or regulalion of any
governmental authorlly providing for the Imposilion of a llen In conneclion with the cleanup of
Environmental Conditions.

Insured means:
a  The Person designatad on the face of ihis Policy; or

b. Any Person o whom covenge has been assigned resulling in a change In the Insured
nomed on a Cerlificate In accordonce with this Policy.

The Insured must be the Servicer of o toon o, if thete is no Servicer, the Owner of the Loon.’
Loan means ony note, bond, or other evidence of Indebtedness secured by o morlgoge, deed of

trust, or other similor instrument, which constitules or is equivalent to o first lien or charge ona
Properly and which the Compony hos opproved for Insuronce and to which coverage under this

- Polley hos been extended.

 Loss means the liability.of the Company with respect to o Loan for poymenl of a Perfected Cloim

which is caleulated In accordance with Seclion 6.3, A loss will be deamed 1o hove occurred when
a Defoult on o Loon occurs, even though the amounl of Loss is not then elther presently ascertainoble
or due and poyable.

Owner or Owner of the Loan meons the Parson who owns o Loan ond of whom the Company
Is nolified in accordance with this Policy.

Perfected Claim meons o Clolm received by the Company which contolns ll information or proof
required by the Compony and for which off requirements of this Policy opplicable to poyment of o
Cloim ore satisfied.

Parson means ony individual, corporation, pailnership, assoclalion, or other enlliy.

Physical Damage meons ony tongible injury to a Properly or ony Environmento! Condition,
whether coused by accidenl, natural occurrence, or ony other reason.

Policy means this contiact of Insuronce ond oll Applications, Commiiments, endorsements, schedules,
aond Caerlificotes, which are lncorporaled in this Policy, reloted lo Loans Insured under this Pollcy

"Possession of the Properly means, lf the Company elects lo acquite the Property, physical ond

undisputed occuponcy ond contro! of the Praperty ol the lime of acquisition.
Property meons o Resldential real property ond all improvements therecn which secure o loon,

logether with oll easements ond appurtenances, off rights of accaess, oll dghts to use common areas,
recrectional and other [acilities, ond all of thelr replacemenls or additions.

4 ' .




Recovery Rights meons all rights of recovery against the Borcower and any other Person reloting
lo Ine Lloon or to Tie Proparty.

Residential means o typs of building or o portion thereaf which is designed for occupancy
by not more than four {4) families, o singlefamily condominlum, ar @ unlt In'a plonned
unil developmenl,

* Sarvicar maons tho! Person acling on behalf of the Owner of o Loon [or on behalf of the Owner's
designes, If any} to service the loan and of whom the Compony hos been notified. The Servicer -
acls os o representolive of the Owner of the loon {and the Owner's designes, if ony) ond will bind
the Owner and lis designee for all purposes of this Pollcy, including providing information o the
Compony, receiving ony noflces, poying premiums, occepling Loss poyments, and perlorming )
any other acls under this Policy. References in this Policy 1o o Servicer's obligolions will not be
constued os relteving the Owner or lis desigaee of responsibility for the Servicer’s performance.

Settloment Period meons the sixty {60) day perlod os delermined under Section 6.4, of the end
of which a loss is payable by the Compony; provided that If he Company poys a Loss prior to
expiration of such sixly (60} day period, the Selllement Period ends with such payment.

Uninsured Loan Balance means, ot any time, with respect io o loan, the estimated Claim Amount
less the Loss as estimatad pursuont lo @ perceniage oplion selllement. ‘

Any pronouns, when used in this Policy, will mean the singulor or plural, masculine of feminine, os the
cose moy be. '

2. Obtaining Coverage and Payment of Premiums

2.1 Application and Certificate - In order to Insure o Loan under this Policy, the Insured or o Person
acling on behalf of the Insured mus! submit to the Compony o propedy completed Application.
Approval of any Application will be ot the discretion of the Company and will be in the foim of 0
Commitment or o Ceflificate which offers to extend, or extends, covarage under the terms ond
conditions of bolh this Policy ond the Commilment or Cetiificate, os the case may be,

In liew of such an Application ond supporting stalements, documents, and information submilled fo
the Company in conneclion with insuring a loan, the Compony moy occept an dliesnative form of
| Applicotion, conlalning more fimited Informatian, Including cerlificotions by or on behalf of the

| ‘ ' Insured os o choraclerisiics of a Loon In liev of supporting siatements, documents, and informalicn.,
The Company shall ba entilled to rely fully on such allernalive Application as submilled, Use of an
olternative form of Application shall notwoive of change Ihe other terms and condilions of this

| Policy under which a Loon is Insured of the responsibilily of the Insured for the accuracy of

| slalements, dacuments, and Informotion submilted by It or other Persons to the Company as
provided In this Pollcy,

if the Compony declines to insute o loon, it will not issue 0 Commilment or Caettificate, ond il will
' _ nolify the Insured in wriling of such declinotion. [f the Insured of the Person acling on lis behalf
’ subsequenlly denles the Loan application which it received from the applicon), the Insured or such
Person will be responsible for notifying the applicent tho! the Company declined fo insure the loon.
Such nofificalion will be mode in compliance with any opplicable stote or federal lows or
ragulotions, Including Ihe Equal Credit Opportunity Act and any other similor low or regulation.

MP-1103 5 . 8/94 -
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Representations of the Insured - The Insured represents thak:

o. All siatements made and Information provided to the Compony in on Applicallon
or In ony Commfimenl or Certificate (including ony thot is reloted to coniinuation
of covarage upon ossumplion of o laon), whether by 1), the Borrower, or any other
Person, have been made and preseniad for and en behalf of the Insured; ond

b. Such stolements ond Information are no! folse ar misleading in any moterial respect os of
the dote(s) on which they are made or provided ond do not om any fact necessary in
order lo moke such stalements and Informatlon not false or misleading in ony moteriol
respecis as of such dolels). ’ :

tHs understood and agreed thal such siatements and information In the aggregote ore, and In
cerloin instances individually moy be, materiol 1o the Company's deciston to offer, provide, or so
conlinve coverage of the reloted Loon; the Company Issues the reloted Commilmenl and Cerlificote

‘or conlinues coverag In rellance upon the accuracy and completeness of such statements ond

informotion and without any obligalion to verlfy independently the stolemenis and infarmotion
submitied to I; and the Compony's reliance upon the representations In Section 2.2{o) and {b}
above surviva the Issuance of o Commitment and Certlficale or such'confinuolion of coveroge.

Without otherwise limiling the scope of this Seclion 2.2, a breach of Secllon 4.8 relating to down
poyment will be deemed o malerlal misrapresentation for purposes of this Secllon 2.2, The down
poyment tepresentalion shall be effective whether or nol it s made by the Insured or other Parson
with the Intent lo deceive or mislead, of wilh the knowladge that it Is not Irue and correct.

Certificate Cancellation or Rescission by the Company for Misrepresentation Subjac! to
Saction 2.4, If ony of the Insured's representolions os described In Seclion 2.2 are moterially folse or
misleading with respect lo o Loan, lhe Company will hove the righl, ot ils aption ond lo the exten!
permilied by opplicable law, lo cancel of rescind coverage under cny Cerlificate retroaciively to
commancement of coverage [or if the misrepresentalion oceurs with respect to confinyalion of
coverage upon assumplion of a loon, reticaclively to the date of such conlinuaiion) ond fo return

ol thot fime clf paid premiums relroaciively to such opplicable dote.

Incontestability for Certain Misrepresentations - Notwilhsionding Sections 2.20nd 2.3,n0
Claim for Loss will be denied or adjusted, nor will the Cerlificate's coverage be rescinded or canceled,
by teason of ony misrepresantations (whether by stolements mods or omilled) conloined In on
Application, provided that ofl of the following requirements, conditions, ond circumstonces, to the
extent not waivad In wiiling at the option of the Company, are salisfied:

o. . The misrepresentation mus! nol have been knowingly made, or knowingly participoted
In, by: '
1. The Insured or any other Person which-originoted the Loon; or
2. Aay other of Ihe following Persons:
L Conespondent lender, morigoge loon broker, or other tnlermediary

underwriling or pracessing the Loan on beholf of the Insured or any .
other Person which originoled the loan; or :

8/94
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if. Escrow or closing agenls, or any other agent of, or broker for, the
Insured or any other Person which originaled the loan acting with
taspact to the Loan or the related Property Iransaclion,

b. The Borrower mus! have made twelve {12) consscutive full Instaliment poymenis of
principal, Interest, and Impound or escrow omounts In the omaunts os called for by the
Loan, ond oll of those poyments mus! hove been made from the Borrower’s own funds.

A poymen will be-consideted 1o be “conseculive” only if it 1s made prior to the date the
next scheduled installment becomas due. The “Borrower's own funds” will include any
funds used by the Borrower for the purpose of moking Installment poyments, but will aol
includa funds provided direclly or Indirectly by any Person (other than the Borrower) who is
or was a porly o the Loan o fo the reloled Properly ransaclion, unless expressly set forth
in the Application.

¢ This Section 2.4 will nol apply to @ Certificate if within twelve {12) months befcre or offer o

moterlo! mistepresentalion by o Barower ot other Person {olher than those Persons ident:-
fied in Section 2.4{a)}, there are one or more materlol misrepresenialions In an Application
{i} with respecl to threa or more other morigage laans Insured.ol ony time by the Company
for the Insured or ony other lender and (ii) which result from the direct or indirect acls or
omisslons of the some Borrower or some ofher Parson (Including any other Person ocling
direclly ot indireclly in concert).

d. The Company's poyment of o Claim will not limil ony rights which the Company hos
ogainst the Borrower or any other Person {other thon the Insured) for any
misrepresentation,

initial Premium - Within ffteen {15] doys from the Cerlificote Efective Dale, of such other date os
the Compony and the Insured moy agres lo In wrlling, the Insured must forward to lhe Company the
oppropriate Initiol premium. Tender of the tnitiof premium will constitute o representalion for pumposas
of Section 2.2 by the Insured thol any speclal conditions Included by the Company in the related
Commiiment have been sallsfied and thot no payment which Is then due under the Loan is more lhon
thirty {30} days posl due. The Company will nof rescind or cancel coverage, or deny or adjust 0
Claim for Loss, with respect o a Loon on the bosis of o fallure to salisfy o special condition (other
than a special condilion reloting fo completion of consiruction, rehabilitolion, or repairs) if the Bor-
tower has mode twenly-four {24) consacutive full instcllment WMQMW:!
funds. The terms “Instollment poymenls,” “conseculive,” and “Borower's own funds” sholl hove the
maanings provided In Section 2.4{b).

Renewal of Cerlificate and Termination for Nonpayment of Renewal Premivm;
Relnstatement of Terminated Coverage

a. Timing; Responsibility for Payment - In order lo continve coverage beyond the inifiol
term, the Insured sholl, at lis oplion, poy renewol premiums lo the Compony for each
Loon insured under Ihis Policy, colculoted ol the rale specified in the reloted Certificate
and In accotdance wilh Seclion 2.6{c) below.

The Company shall give thirty {30} days notice of the renewal due dote to lhe Servicer, if
o Servicer is shown on the records of the Compony, and otherwise to the Owner, and
renewal premiums shall be due and payabls on o bsfore the lost doy of the period
coveted by the previous premium paymenl.




2 . The renewal premiums are pald, in all evenls, on or before one hundred twenly
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If o Deloult oceurs prior lo the data through which the applicable premium has been paid,
ond if such Default is not cured ond results in o Claim belng filed, such Default sholl remain
covered and no further premium sholl be due in order lo maintaln coverage of such Defoult. .

With respact to o loon with renewaol pramlums due on.on annuol bosls, if the annual
renawal premlum Is not poid withtn a sixty {60} day grace perlod ofer the pigmium due
date (but subject to the Owner's sight o cure nonpaymen as provided In Section 2.6{bl),
the coverage of the Certificate and the Compony's liability will terminate effective as of
12:01 a.m. on the first day following the date through which the applicable premium has
been pold and os a resull, any Defoult accurring after the date through which the
applicable premium hos been pald will nol be covered.

With respect fo o Loon with renewal premiums due on o monthly basis, If the monthly
renewal premium Is not poid within such sixly [60} doy grace period [but subject 1o the
Owner's right lo cute nonpoyment as provided In Section 2.6{b)), the coverage of the
Cerlificote and Company's licbility will terminate ot the end of such sixty [60} doy groce
period. However, If o Deloult on the Loan occurs during such sixly [60) doy grace period,
the Insured shall nol be required to pay renewal premiums while such Defoult exisis. if
such Delaull Is cured, olt monthly renewol premiums not pald during the period of Default
sholl be payable within sixty {60} days dfter nolice from the Company. If such Default is
nol cured and resulls In o Claim, the unpald monthly renewal premiums through the
renewal monih th which such Defoull occurred shall be poid as provided In Section 6.3 by
deduclion from the loss.

Teansfer or Seizure of Servicing - Notwilthstonding paragroph {o} obave, In the event tha
the Owner establishes to the raasonable solisfacilon of the Campany thot the failure to poy
renewol premiums on or before the renewol premium due date, or during the applicoble
grace parlod, wos due 1o on eror of omission that oceurred In conneclion wilh the transfer,
surtender, or selzure of servicing dghts ossocioled with a group of Loans, the Company
sholl permit the Owner or ils new Servicer to teinstole coveroge of the Loans contained In
the group that ore insured under ihis Policy provided thot the following condifions ore met:

1. The Owner or ils new Servicer shall reinstole coverage with respect 1o oll Loons
insured under this Policy olfecled by such ransfer, surtender, or selzure;

{120) days ofter the opplicable premium due date; and

3 Interest is poid on the renewal premiums due from the renewal premlum due dote
until the date thol such renewal premiums are poid ot the threa manth Treasury
Bill role estoblished at the first Treasury ouclion occuring duting the month in
which the renewol premium becomes due os published in the Wall Stree!
Journol, or If not so published, In any other comparable publicotion.

Calculotion - Renewo! premiums due with respect lo a Loon shall be poyoble in accord-

ance with the method and ot the rale specified on the reloted Cerlificate. Renewal !

premivms poyable under the “oulstanding unpold principol bolonce® or *oulstanding
bolance renewal’ method shall be coleulated by opplying the applicable premium sote fo
the then unpald principal bolonce of the Loan os of the date such premlum Is due and
poyoble. Renewal premiums poyable under the “level originol insured principal bolance”
or “level renewal” method shall be calculoted by opplying the applicoble premlum rote o
the origina! inswred principol bolonce of the Loon.
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Special Procadures for Certificates of Coverage; Payment of Initicl and
Renewal Premiums

a. The Company may permil coverage of o loan o be cerilfied and become effective
withoul the Insured’s return of on executad Commiiment or Certificals, bul covercge will
only became effective If, within fifieen {15) days ofter the Cerificote Effective Date {or
dther date the Compony ond the Insured may agtee to in wriling}, the Insured provides
the Compony with the Cerlificate Effective Dale and other Informotion required by the
Company, and pays the required premium. If signalure and refurn of an execuled
Commilment or Cerlificate Is not required, the Insured wiill nevertheless be aulomalicolly
deemed o hove made ol ceriilicalions, representotions, and statemenls ofiribulcble to it in
the form of the Commitmenl or Ceriificate, os though, and 1o the same extenl os if, the -
Insured had executed and relumed the Commitment or Cerlificate,

b.  The Insured ocknowledges that the Company deposlis inliia! and renewal premium checks
immediately upon recelpt and ogrees that the receipt and deposit of premium checks by
the Company after the time specified in this Policy for recelpt, does nof conslilule o waiver
of the raquirements of this Policy for timely receipt or an acceptance of premium by the
Compony. The Company will hove the right 1o relura such lole premium poyment, but only
within sixty {60} doys ofter secelp), in which case coverage will be canceled tetroactively
o the Certificate Effective Date for o lote initial premium, o to the last doy of the period
coverad by the previous premium poyment for o lote renewol premlum. Recelpl, deposi,
ond retention of o premium check will not constitute o woiver of any delfenses with respact
o any other mollers which lhe Company moy have under this Policy.

Cancellation by the Insured of a Certificate - The Insured moy oblain cancellation ofa
Certificate by relurning the Cetificale o the Compony or by moking @ wrilten request lo the
Company for concellotion. Upon receipt, the Compony wil sefund, where applicable, a poniion of
the premium pold In accordance with the oppropriate cancellotion schedule which is either
allached to this Policy or which will be provided by the Compony to the Insured upon request.
However, no refund on a Cerlficote will be pold if the Loan Is in Defoult of the fime the Compony
recelves the reques!. Concellalion of o Cerlificate will not cancel this Policy.

Cancellation of Policy - Either the Insured or the Company moy cancel their respeciive right or
obligalion lo receive o Issue new Commitments o Cerlificates under this Policy by providing thiry
{30) days writlen nofice of cancellation of this Policy. However, Commiiments and Cerlficates
issuad prior 1o such cancellotion of this Policy will continue In forca o long os ofl premiums ore pald
and ol other terms and condilions of this Policy for coverage ore complied with by the Insured.

Relationship Among the Company, the Owner of a Loan, and the Servicer of a Loon-
The Compony will be entilled to assume that the Insured Identified on this Policy and under o
Carifficate Is the Owner of the Loan, If the Compony receives wrillen nofice acceptoble to i thot
there Is on Owner of the Loan who is not the Insured, the Company sholl identify thot Owner In s
internol records and foi purposes of this Policy. The Campany shall be raquired to Idenlify only one
Owner for o Loon of any one lime. :

The Compoany will provide the Owner of a loan so ideniified in its records with an opporiunily lo
cure nonpaymenis of renewal premium, os provided under Secfion 2.6b); will notify such Owner of
lhe Loan of @ non-approved Servicer and allow raplocement with a aew Servicer, as provided
under Section 4.5; will allow the Owner |or is designes, If any) to replace a Servicer and ollow the
replacemenl Servicer to become the Insured under Section 1.15; ond will ollow the Owner lo




2.1

- occurred which resulled In no Loss belng payobls.

become the Insurad under Section 1,15 If the Owner services the Loan ilself. Any Petson becoming
an Insured under this Policy shall be subject to all of the terms and condilions of this Policy, lo the
some extent as any previous Insured hereunder and without regoard to the extent of the knowledge
or responsibility of such Person, relating to mollers occuiring before such Person became on Insured.

Refund of Premlum for Denial of Claim In Full - If, because of a provision In Seclions 3 or 4

{other than Sections 4.3, 4.6, or 4.7), no Loss Is payable lo the Insured, the Compony sholl return to

the Insured oll pold premiums relroaclively ond pro roto o the date when the event or circumstance

3. Changes In Various Loan Terms, Servicing; Coordination and Duplication of Insurance Benefits

-

3.2

3.3

3.4

3.5

MP-1103

Loan Modifications - Unless advance wrillen opproval Is provided by, or oblained from, the
Compony, Ihe Insured moy nol make any chonge tn the terms of o Loon, including the borowed
amoun), Inferes! rale, lerm, or amorlization schedule of the Loon, excep! as permitied by lerms of the
Loan; nor moke ony change In the Properly; nor releose the Borrower from licbility on o loon.

-Open End Provisions - The Insured moy Increoss the principol balonce of a Laon, provided thot

the willlen approval of the Company hos been obtained. The Insured will poy the Company the
addilioncl premium due of the then prevalling premium rale.

Assumptions - If o Loon is ossumed wilh the Insured's approval, the Company's liability for coverage
under Its Ceriificale will terminate os of the dole of such assumption, unless the Company opprovas
the assumption In writing. The Company will not unreasonably withhold opproval of an assumption.
it Is understood that coverage will conlinue, ond that the restriction of this Section 3.3 will not opply,
if under the Loan or applicable low, the Insurad cannot exercise o “due-onssale” clouse or is obl-
goted lo cansent o such assumpllon under the Loon or applicoble low. Notwithstanding anything
fo the contrary In this Saction 3.3, the Company will be deemed to have approved the assumption
of any Loon where no release Is requested and, under Seclion 1M06.02 of the Federal Notlonal
Morlgage Association's Servicing Gulde or any successor provision opproved by the Company
thereot ar any similar provision of the Federal Home loan Morlgage Corporofion’s Sellers’ &
Servicers' Guide, the ossumplion is an “exempt transaclion” thot the Servicer is to approve wilhout
review of the 1eims of the transoction.

Change of Servicing - If the servicing righls for 6 Loan are sold, assigned, or fransferred by the
Insured or the Owmer, coverage of the Loan hereunder will continue, provided that willen notice of the
new Servicer Is given to lhe Company and the new Senvicer Is approved In wiiling by the Compony.

- Change of Owner - If o loan or o porlicipolion In @ Loan Is sold, ossigned, o tronsferred by ils

Owner, coverage of the Loon will confinus, subjact to all of the lerms ond conditions conlained
in this Policy. The aew Owner of the Loan will be identified in the Company's records fom the
dote thal the Company recaives wiilten nofice thereof. In the cose of the sale of o porticipotionin o
Loan, the Company sholl be nofified of only one new Owner. I there Is o new Owner, the Loan mus!
continue fo be serviced by o Parson approved by the Compony os o Servicer.

10
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3.6 . Coordination and Duplication of Insurance Benefils - The Insured sholl not carry duplicole
_morigage guoranly Insurance on any Loon, other than morigage guaranly poolinsurance or
supplementol morigage guaranty Insurance, and If duplicate insuronce Is carded, coverage under
his Policy shall be null and void. ’

4, Exclusions From Coverage
The Company will not be lable for, and this Policy will not apply to, extend 1o, or cover the loIlowIné: :

4, Balloon Payment - Any Cloim arising out of or in connection with the fallure of the Borrower to
make ony poymeni of principol and/or interest due under o Loan, o] os a result of the Insured
exerclsing s right lo call the Loon (cther thon when the Loon is In Defaull) or becouse the letm of the
Loon Is shorter than the omorlization period, and (b which Is for on amount more thon twice the”
tegulor periodic payments of principol and interest that are set forth In the toan {commonly relerred
io as o “balloon poyment®). This exclusion will not apply if the Insured, the Owner of the loan, or
olher Person acling on elther's beholf offers the Borrower, in writing, o renewal or exlension of the
Loon or 0 new loan which (i} constitules a first llen, {ll) is of rales and terms generally prevailing In the
markelplace (bul otherwise subjact o Section 3.1), {iif) Is fn an amount not less than the then
oulstanding principal balance, {iv} has no decrease In the amortization perlod, ond (v} Is offered
regordless of whether the Borrower Is then quolified under the Insured's or Owner’s underwriling
stonderds. This exclusion olso will not opply if the Barrower is natified of the availability of such
renewal or extenston of the loan ornew lean and does not occept the renewal, extension, of new
loon.

42 Effective Date - Any Claim resulling from o Default exisiing of the Certificote Effective Dote or
occurring ofier lapse or cancellation of a Cerlificate.

4.3 Incomplete Construction - Any Clalm when, os of the date of such Claim, construciion ofa
Properly is nol complaled in occordance with the construction plans and specifications.

4.4 Fraud, Misrepresentation, and Negligence - Any Clolm not otherwise within the scope of
- Seclion 2.3 where there was froud, misrepresenlotion, or negligence by the Insured with respect 1o
the Loon, and the fraud, misrepresentalion, or negligence (o) moteriolly contiibuled to the Defoult
resulling in such Clalm; or {bj increased the Loss, except that if the Company con reasonobly
determine the-omount of such increase, such Claim will not be excluded, but the loss will be
reduced to the exient of such amounl,

45 Non-Approved Servicer - Any Cloim occurring when the Servicer, ot time of Default or thereotter,
is not approved in wlling of In o list published by the Company; provided thot this exclusion shall
only apply if the Company notifies the Owner of the Loan In wllng thal o Servicer is no longer
approved ond If within ninety {90} doys thereafter lhe Owner does not complele o transfer of
servicing to o new Servicer approved by the Compony.

4.6 Physical Damage {Other Than Relating to Pre-Existing Environmental Conditions) - Any
' Claim where, ot ony lime after the Cerlificote Effective Date, Physicol Damoge occurs lo a Properly
of a ype other than os described in Seclion 4.7 and other than reasoneble weor and teor, subject
1o the following provisions:

- o. This exclusion will not apply if the Company In good faith determines that the cggregote
cos! of restoring all such Physicol Domage is less then fiftean hundred dollors ($1,500}, o
such higher amaunt as the Compeny may provide from lime lo lime. :
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b, The exclusion will apply onlyif: (i} the Compony elects lo acquire the reloled Properly in
selllement of o Claim ond the domage occurred prior o expitation of the Setlement
Perlad; or (i} the domoge occurred priot to the Default and such domage wos the mos
imporlont cause of the Default and the Property was either uninsured for loss arising from
_such Physicol Damage of wos Insured for an amount which, net of any opplicable
deductibles, was insufficten! lo reslors the Properly os provided In parogroph (c) balow.

c. The exclusion resulling from poragraph (b} will aol apply if the Properly Is restored in
timely and diligenl manner to iis condllion {excep! reasonable weor ond tear) os of the
Ceriificote Effactive Date. -

In lieu of requiring restorolion of the Properly, os required by this subsection, the Com-
pany may, ol lis option, reduce the Claim Amouni by an omount equal fo the cost of
such restoration.

d For purposes of this Section 4.6, lhe Property subjeci to restoration will consis! only of the
lond, Improvements, or parsonal property deemed part of the reol property under applicable
low and chattel items offixed to the real property ond identified In the appraisal of the
Propeily ol the lime the loon was made, whether or not they ore deemed port of the
reol property.

e. . Costestimates relied upon by the Company in connection with this Section 4.6 shall be
provided In willing by an independeni party selected by the Compony. The Company wil
furnish the Insured with any such wrillen cost aslimates, If requested by the Insuied.

Pre-Existing Environmental Conditions - Any Cloim where there is an Environmental Condition
which existed on the Properly {whether or not known by the Person submilling an Application for
coverage of the Loan] as of the Carlificate Effective Date, subject to the following provisions:

o. This exclusion will not apply if the existence of such Environmentol Condition, o the sus-
pecled existence of such Environmenlol Condition, was specifically disclosed o the
Company In the Application relaling to the Property.

b. This exclusion will apply cnly if such Environmento! Condition {i} was a principal cause of
the Defaull, ond (i) has made the principal Residentiol struclure on the Properly unishabi-
able. A shucture will be considered “uninhobitable” if generally recognized slendords for
Residentlal occupancy are violoted or If, n the absence of such standords, o fully informed
and reasonable person would conclude that such structure wos not safe to live i without
fear of Injury to heallh o sofety.

¢ Thisexclusion will nol apply if the Environmentol Condilton is removed o remedied in o
timely and diligenl monaer in accordonce with opplicable governmentol stondodds for sofe
Residential occuponcy.

Down Payment - Any Claim involving o Loon which Is for the purchase of the Property, ond for
which the Borrower did nol make o down poyment as desciibed in the Application.

First Lion Status - Any Claim, if the morigage, deed of tusi, or other similar Instrument execuled by

the Borrower and Insured hereunder did ot provide the lnsured al orfgination with a firs lien on

iha Piopaily, ——
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Breach of Insured’s Obligations or Failure to Comply with Terms - Any Cloim involving or
arising out of any breach by the Insured of ils obligations under, or iis fallure 1o comply with the
tarms of, this Policy or of ils obligations as Imposed by operation of low, if the breach or fallure:

o Moterially coniribuled to the Defaul resuliing In such Claim; or

b. Increased the toss, except thol If the Cdmpany con reasonably delermine the amount of
- such Increasa, such Cloim will not be excluded, bul the related loss will be reduced lo the

exient of such amounl.

Release of Borrower; s of Borrower - The Insured's execulion of o release or waiver of

"fhe right lo collec! any portion of the unpald principol balance of @ Loon or other amounis due

under the Loon wil relsose the Compony from s obligation under its Certificote fo the extent and
omount of sold relaase. If, under opplicable ow, the Borrower successhully asserls defenses which
hove the effect of releasing, in whole or In part, the Borrower's obligation to repay the Loon, or if for
any other raason tha Borrower Is releosed from such obligation, the Compony will be released to
the some extent ond amaun from ils llability under this Policy, excep!t as provided by Section 7.5.

ltIs o condilion precadent o the Compony's obligalion lo poy o Loss that the Insured comply with oll of the

' 5. Conditions Precadent to Payment of Claim
\
|
|

[ollowing requirements:

MP-1103

Notice of Default - The Insured musi give the Company wrillen nolice:

o. Within forty-five (45) days of ihe Defaull, If It occurs when the first poyment s due under
the Loon; or

b. Within len (10} doys of either:

1. The dole when the Borrower becomes four {4) months in Default on the
loan; or )

2. The dote when any Appropriate Proceedings which affect the Loan o the
Property of the Insured's or Borrower's Interes! therein have been started;

whichever occurs firs).

Monthly Reports - Following o roice of Defaull on the Loan, the Insured must give the Compony
monthly reporis on forms or in o formal furnished or opproved by the Company on the stalus of the
toon and on lhe servicing efforts underloken to remedy the Defaull. These monthly reporls moy be
furnished less frequently If ollowed in wilting by the Company and must continue until the Borrower
is no longer In Defoull, the Appropriole Proceedings lemminote, or unfi the Insured has acquired
the Praperty. : ' :

Company’s Option to Accelerate Filing of a Claim - If ihe Compony so directs, ol any fime
ofter teceiving the Insured’s Notice af Defaull, the Insured must file o Claim within twenty {20) doys
ofter notice from the Company. The Company will then moke o poyment of loss In accordonce with
the percentage guoranly oplicn in Section 6.3{b]. Theredfler, following the acquisition of Bor-
tower's Tile by the Insured, the Insured will be entiled to fle @ supplementol Cloim ci the fime
prescribed In Seclion 6.1 In on amounl equol lo the sum of ils advances, less the deductions, oll os
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spacified in Section 6.2, Io the extent not Included In the poyment of the nitiol Cloim. Such
supplemental Clolm must be pold by the Compony In occordonce with Section 6.3[b). fthe
Compony exercises iis oplion under this Section 5.3, the Company shall not hove the sight lo direct
or parlicipate in o deficlency recovery under Seclion 7.2, ' ‘

54 . Voluntary Conveyance - The Insured moy only accept o conveyance of lhe Property from the -
T — rrower in liev of foraclosure or other proceedings if the prior wrilien opproval of the Company
has been cbiained,
5.5 . Appropriate Proceedings - The Insured mus) begln Approprialte Proceedings no loler thon

when the Loan bacomes six (&) months in Defoult unless the Compony provides wrlllen Insiructions
that some other aclion be taken. Such Insiruclions may be genera! ot opplicable only to spacific
Loans. The Company teserves the right to direct the lasured to institule Appropriate Proceedings ot
ony ime after Defaul, When elther defending agalnst or bringing Appropriote Proceedings, the
Insured must report ls status lo the Company os reasoncbly and expediliously os possible.

In conducting Appropricle Proceedings, the Insured must:
o. Diligenlly pursue the Appropriale Proceedings once they have begun;

b. Apply for the oppoiniman of o receiver ond 6sslgnmenl of rents, If permitied by law and
requesied by the Company; ‘

c Furnish the Compony with copies of ol notices and pleadings filed or required in.
the Appropricte Proceadings, excopl as the Compony may wolve such requirements -
In wiiling;

( ,_d.\’ Act and bid af the foreclosure sale In accordance with Section 5.11 so that ifs abillly lo

preserve, transfer, and assign to the Company s righls against the Bortower ore nol
tmpalred, and so that the rghts of the Company under Ihis Policy agoinsi the Borrower ore
fully protected. Such dghis include ony rights to obiain a deficiency jidgment, sublect

to the Company’s compliance with Sections 7.2 and 7.3 relafing fo estoblishing a
deficiency; ond

e When requested by the Company, furish the Company wilh o writen stotement Indicaling
the estimoted polential Cloim Amount {as compuled under Section 6.2} ot leost fifleen
(15) doys before the foreclosure sale.

5.6 Mitigation of Loss - The Insured shall, or shall couse its Servicer lo; aclively cooperale with The
Company fo prevent and miligote the Loss and to ossist the Compony in the Company's oftempls to
prevent and mitigate the toss, Including bul not limited to, loking reasonable and good foith efforts
1o cure the Defoult and, i such altempls ore unsuccesshil, to effectuate the early disposiion of the

Property.
The Insured sholl report o the Company any preforeclosure sale offers received by the Borrowar
and known lo the lnsured, If o preforeclosure sale is approved by both the Insured and the

Company, but the sale does not close for any reason, the Company sholl cantinue to administer the
Policy os If no sole had been aliempted.

The Compony agrees lo administer the Palicy In good faith.
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Advances - The Insured shall advonce:

Q.

Normol and customary hozard Insurance premiums {in colculating the Cloim Amount
pursuant lo Seciton 4.2, such premiums shall be prorated Io the date thal the- Claim
is pald);

Real estale properly faxas thot become due and payable on or after the date of Defoult
(but nol including penclties or lote fees); :

The costs of engaging in foreclosure and eviction proceedings (including court cosls and
moving cosls where required by low to be pald by the evicting porly), reosonable or
customory oflorney's fees not exceeding thies percent (3%} of the sum of the outslanding
principol balance ond accumuloted Interest due under lhe Loan; ond ’

Reasonoble expenses necessary for the protection and preservation of the Properly os
approved by the Company. Although advance approval s not required, the Company
reserves the right to disallow advances reflecting such expenses upon poyment of the
Cloim if, In the Compony’s reosonoble judgment, such advances were not reasonable of
necessory. Insureds are therefora encouroged lo seek the Company's prior consenl,

Claim Information and Other Requirements - The Insured must provide the Company with:

Q.

b.

&

All information reosonably requested by the Company;
A completed form fumished by or acceplable to lhe Compony for payment of a Cloim;
if the Properly is not being acquired by the Company: o copy of on execuled trustee’s or

sheriff's deed {which may be untecorded) conveying Borrower's Tille fo this Property to the
Insured {or salisfactory evidence thot the foreclosure sole hos been completed if the Bor-

1ower's right of redemption hos not expired); or o deed fom the Borrower [which moy be
unrecorded) if a voluntary conveyance hos been opproved by the Compony, conveying lo
the Insured The lille thol wos required by the Compony In the approvol of the conveyance.

In the event the mos! important cause of Default wos o circumslonce or event which would

prevent the lnsured from oblaining Good ond Merchantoble Tifle, the Insured shallinstead -

provide the Compony wilh evidence described In Section 5.8{d)(2) thal it has acquired
Good ond Merchantabls Title to the Property;

If the Pioperly is belng acqulred B'y the Compony:

1. A recordable deed in normol and customary form contolning the customory
warranlies and covenonis conveying o the Company or ils designee Good ond
Merchanloble Tile to the Properly;

2. A fille Insurance policy acceplable 1o the Company of an oltorey’s oplnion
of tille acceplable to the Compony, conflrming that the Insured hos and con

convey fo the Compony Good ond Merchontable Tille fo the Property;

3. Possesston of the Proparty, bul only if the Company has required such Possession
in wrlting; ond

Access to the Properly, if requested by the Company putsuanl to Section 6.4{b).
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Acquisition of Borrower’s Title Not Required - The insured will not be required to acquire

Borrower’s Tille lo o Praperly if [a) the Compony opproves o sale of the Praperty prior lo o
foreclosure sole ond such sale is closed; {b) the Company requites an ecrly Cloim fling pursuon)
to seclion 5.3, excepl lhot such acquisttion will be required as o condttion to the Insuted's filing
of o supplemental Claim; or {c) the Property is acquired by someone other thon the Insured

of o foreclosure sole, os provided In Section 5.1, or therecfler putsuant to exercise of rights

of tedemption. :

i 5,10- Sale of a Property by the insured Before End of Settlement Perlod

o. The Insured mus! submi fo the Company any offer o purchase o Property which would
mitigate the Company's Loss and which Il receives ofter the Company has nolified the
Insured thot it will acquire the Property ond before the end of the Sefllement Period. The
Company mus! then promplly notify the Insured thot it will either (i) nol opprove of such
offes, In which case the Company's nolice to acquire the Property will remoin In effact, or
(1) opprove such offer, in which cose the Company's nolice of ocquisilion will remain in
elfecy, i the approved affer does ot close os schaduled. The Insured shall promplly nofify
the Company If the approved offer does nol close as scheduled. -

b. If the Company has nol nofified the Insured that It will acquire the Property, ond if the
Company's right to'acquire the Praperly has not explred pursuant to Saction 6.5 or hos nol
been wolvad, the Insured must submit fo the Company for approvol ony offer to purchase
the Property which would be occeptoble to the Insured and which would mifigate the
Compony's Loss. The Company shall then prompily elther opprove or not opprove such
offer. If on approved sale does nol close, the Company moy selle under elther of the
selilement opfions set [orth In Seclion 6.3, provided that if the Sefflement Pedod hos
expired, {f) Inlerest os provided for In Section 6.5 sholl be poyoble, and (i) If the Com-

- pany wishes lo sellle under Section 6.3(a), the Insured's obligations in connection with the
\ransler of the Property to the Company shall be as required by this Policy subject fo the
limitation that they shall not be more burdensome to the Insured than ils obligalions
(including, but not limited 1o, s obligalions as lo the condition of the Properly} os seller in
the approved sole thol failed to close.

<. The following provisions shall apply to offers submitiad to the Compony under this
Section 5.10:

1. The Insured sholl provide the Company with o goed falth estimote of gross
proceeds ond expenses in sulliclent deloil for the Compony to calculate the
eslimoled nel proceeds described below. The Compony moy not require ony
changes to the offer or direct the matketing of the Properly or expenditures by
the Insured for restorotion of the Property os a condition to its opprovol.

2. If the Company approves the offer submilied by the Insured, it must also advise
the tnsured of the estimated nel proceeds which it hos calculoted. The estimoled
nel proceeds colculated by the Company will be the eslimoled gross soles
proceads lo be received by the Insured less oll reasonoble estimoted expenses
submiied by the Insured and approved by the Company in ils opprovel of the
offer which hava been or are expected io be pald by the Insured in oblaining
ond closing the sole of the Propety. If the estimoted nel proceeds os calculoted
by the Compony is acceploble to the Insured, the Loss poyoble shall be com-
puled os detetmined in Secfion 5.10{c}{3) below. If such estimoted net proceeds
Is not accaploble fo the Insured, the offer shall be deemed 1o have not bean
approved by the Compony.
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3. If the Company approves the offer, the Loss payable by the Company uader this
Seclion 5.10 will be the lesser of {i) the aclual net omount os calculoted below,
or (i) the percentage guaranty oplion under Section 6.3{b] calculoted withoul
regard 1o a sale of the Property. The oclual nel omount will be the Cloim Amoun!
colculoled under Seclion 6.2, except thot {a} delinquent interest will be
computed through the closing dale for sale of the Property and (b) the Claim
Amount shall be reduced by the acluol net proceeds raclized by the Insured
from sale of the Property. The aclual ne! proceads will be delermined in the
same manner os the eslimated net proceeds, but on the basis of the acluol soles
proceeds and aclual expenses, such expenses not 1o exceed the amounls
opproved by the Company eliher ot the lime the Company opproved the offer
or therscfter. '

4. The Company shall not unreasonably withhold iis opproval of expenses sub-
milted lo it ofter its opprovol of an offer. Expenses poid to Persons employed or
controlled by the Insured or the Owner of the Lean or thelr infernal cosls will not
be allowed in colculation of ellher the estimoted or actuol net proceeds.

S, If requestad by the Company, the Insured or the Owner shall advise the
Company of the nome of the real estate broker or other Person morkeling the
Properly for tha lnsured or the Owner and outhorize such broker or other Person
lo releose marketing Informotion obout the Property lo the Compoany.

Foraclosure Bidding Instructions - Bid on amouni ot the foreclosute sale which is not less thon
the minimum amount nor more than the moximum amount set forth below, unless the Company
nolifies the Insured of other instrucllons or walves Iis ighl to give bidding Instructlons, in wriling,

a If the Folr Market Volue of a Property is less thon the Unlnsured Laan Balance, the Insured
shall stast bidding o not less than the Falr Market Value of the Property and moy continve
bidding up to a maximum of the Uninsured Loan Balance.

b. if the Falr Market Volue of a Properly is gracler thon the Uninsured Loan Balance, the
Insured sholl start bidding of not less than the Uninsured Loon Balance up to o moximum
omount equel lo the Cloim Amount.

If other bidding inslructions ore provided, those instructions will not specify o moximum bid thot is less
than the Uninsured Loon Balance, and, If the Property s subject 1o redemption for less than the
outstanding amount of the Loon, then such other bidding Instructions will not specify on opening bid
of less thon the Uninsured Loan Balonce.

" The Insured Is not required fo acquire Borrowar’s Tile if it hos bid in accordonce with paragraphs (o)

ond [b), whether or nol pursuant to directions from the Company.

Effoct of Unexpired Rademption Period on Payment of a Claim - If the Insured files o Cloim
prior o explrotion of an opplicable redemption period, the Loss poyable sholl only be computed
though the dote of filing of the Claim, ond if the Compony elecls to acqulte the Property, the
Insured will remaln responsible for management ond conlrol of the Property uniil the Company's
acquisition thereof, which may be ofter expiration of the redemplion pertod, but not later than os
required by Seclion 6.4.
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é. Loss Payment Procedure

6.1 Filing of Clalm - The Insured sholl file o Claim ofter, bul no later thon sixty {60 doys following, the
conveyance lo the Insured of Borrower's Tille to the Property. 1 he lasured is aol required lo hove
Borrower's Tile Io file o Claim for a reason describsd in Secllon 5.9, then Ihe Cloim must be filed
(o) within sixty {60} doys ofier the Properly is conveyed in o preforeclosure sole, at he foreclosure
sale, or by exercise of the rights of rademplion, or (b) ot the time spectfied by Section 5.3. ifthe
Insured fails fo file o Cloim within the applicable time, the Insured will not be entifled to, ond the
Compony will not be obligaled for, ony paymenl under this Policy for amounts, including eddltionol
Interest and expensas, which would otherwise be clalmable, but which accrue or are lncurced offer
the sixty (60) doy periad lor filing of a Cloim. :

If tho Insured fails 1o file o Perfected Claim within one hundred eighty (180) doys after the filing of
the Clalm [or within such longer period of lime os the Company may allow In wiling), the Insured
will no longer be entliled to poyment of o Loss and the Company will not be obligaled to maoke any
payment under this Policy.

6.2 , Calculation of Claim Amount - Subject 1o Section 7.5, the Claim Amount will be an omount
equal lo the sum of;

o. The amount of unpald principal balonce due under the loan as of the dote of Defaull
wilhout capitalfzalion ot delinquent inlerest, penaliies, of 0QvGnCes;

b. The omoun! of accrued ond unpoid inferest due on the Loan computed ot the conlrocl rate
staled in the Loan through the dote that the Cloim is filed with the Company, bul excluding
applicable lote charges, penally Inieres!, or other changes to the interest fole by reason of
Dafoul; and

c. The amoun! of advances Incurred by the tnsured under Section 5.7 prlor lo filing of the
Claim (excep! Io Petsons employed or cantrolled by the Insured or the Owner of the loon
or their other Infernal costs) provided thot:

1. Aflorney's fees advancad for complation of Appropriate Proceadings ond
oblaining Possession of the Property will not be ollowed to the exten! they
exceed three percent {3%) of Ihe sum of the unpoid principal balance plus
the accrued ond accumulated Interest dus; and )

2. Such advances, other than otlorey's fees, must have first become due ond
poyable after the Defoull, end poyment of such advonces mus! be prooled
through the date the Claim is filed with the Company;

loss:

L The omount of oll renis ond other poyments {excluding proceeds of o sale of the
Property and the proceeds of fire and extended coverage insuronce) collected
or raceivad by the Insured, which are desived from of In any way related to
the Properly;

I The omoun! of cash remaining In any escrow account as of the las!
poyment daote;

. The amount of cash to which the Insured hos retalned the right of possession as
sacurlty for the Loan;
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iv. The omounis patd under applicable fire and extended coverage policies which
ore in excess of the cost of resloring ond repaliing the Properly, if the Property is
domoged, ond which hove not been pald to the Borrower or applied lo the
poyment of the Loon os required by the terms of the Loan; and

v. Any other omounis cloimed by the Insured 1o the extent they are excluded by
reason of Section 4.10. S

Payment of Loss; Company’s Options - Within the Selllament Period, but only if the Insured hos
satisfled oll requirements for o poymen of Loss and if the Company has received a Perfected Cloim,
the Compony sholl a1 its sole coption exercise ils:

a. Properly acquisilion selilement cplion. Pay to the Insured as the Loss the Claim Amouni cal-
culated In accordonce with Seclion 6.2 for the Company's ocquisition of the Property; or

b. Percentoge guaranty option. Allow the Insured lo retain oll rights in and ille to the
Property, ond poy to the Insured os the loss the Claim Amount colculaled in accordance
wilh Section 6.2 of this Policy multiplied by the percentage of coveroge or os otherwise
calevlated as specified in the Carllficote; or

¢ Pre-Claim sale option, If the terms and condillons of Secfion 5.10 ore met, poy to the
Insured as the Loss the omount calculoted in accordance wilh Section 5.10; and if the
terms and conditions of Sections 5.9(c) and 5.11 are met, then the Compony will poy the
lesser of {1} the perceniage guaranty option omount and i) the Claim Amounl less the
omount realized by the lnsured of the foreclosure sale or from the redemption of the
Properly as tequlred by low.

In addilion o the sum due pussuant lo the option descilbed above which the Company selecls, the

loss poyoble by the Company will include the other amounis provided for undar Sections 5.3, 6.5, -

or 7.2 when such Seclions are opplicable. The Company will deduct from its poyment of Loss the
aggregale omounls of any payments of Loss which it hod previcusly made. In the event of o loss on
o Loan with renewal premlums due monthly, which results from o Defoult covered under Section
2.6|a), the Company sholl deduct from the payment of loss an amounl equal fo any unpoid
renewal premiums for the subject Loan through the end of the monthly renewol periad in which such
Defoult occurred.

Calculation of Settlement Period - The Seilement Period will be a sixty (60} doy perod ofter the
Compony's receipl of a Cloim, calculoted as foflows:

o. No loter than ihe twentieth {20) doy afier the fiing of & Claim, the Company moy nolify
" the Insured of addillonal documents of information which it requites for processing the
Cloim. The sixly {60} doy period will be suspanded untl lhe Company racelves such
odditionol documents ond Informotion. The Company may sequest additionol documenis
ond informalion after such iwenty (20) doy period, and the Insured mus! use reasonable
efforls fo satisfy such requesl. '

b. No later thon the twaniieth {20] doy ofter filing of o Clotm, the Company moy nolify the
Insured that It will require occess lo the Propesty sufficient to Inspect, approise, ond-
evaluote the Propely. If the Compony does not nolify the Insured by thol dote, Iis tight to
such access will be deamed waived. If such nolice is given, the Insored will use its best
efforts to provide occass 1o tha Company and, if access is not then ovailoble, the sixty
(60} doy periad will be suspended from the date such nolica was given until the
Company recelves nofice from the Insured that access Is avolloble 1o it If access s in fact
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nof ovailable when soughl by the Compony olter such nofice from the Insured, the

J Compony will promptly nolify the Insured of such unovailability, and the possage of the
sixty {60} doy perlod will remain suspended os If the Insured's notice of avallability had

nol been given lo the Company. : 4

c. If the Company hos elected to acqulre the Properly In selilement of a Claim, the sixty {60}
doy period olso will be suspended, if necassary, for there to be o period of ten [ 10) days
cfter the dote on which Ihe Insured sofisfies oll condilions to acquisition, induding any
required restoration of the Properly, the Insured's defivery of o recordoble deed ond lile
policy or opinton evidencing Good ond Merchantable Tille {not subject to any righis of
redemption, unless the Compony walves such requiremen} and, if opplicable, delivery of
Possession of the Properly.

d. If the sixly {60} doy perlod Is suspended for more than one reason, the resuliing
suspended periods will only be cumulative if in fact they occur ol different fimes;
lo the exlent they occur simullonsously, they will ro! be cumulotive.

6.5 Payment by the Company After the Seftlement Perlod - If the Company hos nol pold o loss
during the Settlement Periad, then (o} the Compony will Include in lts poyment of loss, If a Loss Is
ulimately payable, simple Inlerest on the amount poyable aceruing ofter the Selllement Period fo the
dote of poyment of Loss ol the applicable Inferes! rale of rates which would have been payable on
the Laon during such pericd, and {b} the Company will no longer be entitled to acquite the Property
os an option for poyment of the Loss. The Company must elther pay the omount of applicable loss
(including any odditional applicable Interest as computed obove) or deny the Cloim in ils entirety
wilhin {o) one hundred iwanty (120) days after expiration of the Setilement Paricd, of (b} if the
Seltlament Pericd hos not expired, no later thon one hundred eighty (180) days ofter filing of the
Claim. 1f ot a loter dole it Is finolly determined by agreement between the Insured and the Com-
pany (or by completion of legal or other proceedings to which the Insured and the Company are
porties] thal the Company was nol entilled fo deny.all or a portion of the Cloim, the Company will
include In ony resulling subsequent poyment of Loss interest as colculated above thiough the date of
such poyment on the amount of Loss which the Company was not enlilled to deny.

6.6 Discharge of Obligation - payment by the Compony of the full amount of Loss required to
be pold in accordance with this Policy will be o full and finol dischorge of iis cbligation wilh
respect lo such loss under this Policy.

7. Additional Conditions

71 Proceedings of Eminent Domaln - In the even that par or all of o Properly is loken by eminent
domain, condemnation, or by any olher proceedings by federal, stole or local governmentol
unit or agency, the Insured must require thal the Borrower apply the maximum permissible amount
of any compensclion oworded In such proceedings 1o reduce the principol bolonce of the
Loan, In accordonce with the low of the Jurisdiclion where the Property is localed.

7.2 Pursuit of Deficiencies

o. Yo laciliiate the independent decisions of both the Insured and the Company of whether to
* pursue or eslablish o deficlency ogalnst o Barrower, the Insured sholl provida the Company -
with ony information it moy hove relevant to collecling on o deficlency judgment for thol
case. Yhe Compony will discuss oll such Information it moy hove with the Insured so thot’

the parlies can dacide whether any Appropricte Proceedings nacessary o estoblishing o
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pursuing o deficlency are to be pursued for the benefil of both parties or whether one of
the portles will elect not to pariicipate tn any recovery.

The Insured will be entitled lo pursue Appropriate Praceedings, or shall, ot the direction of
the Company, pursue Appropriale Proceedings through the end of the Selllement Perlod,
- which moy result in the Borrower becoming liable for o deficiency after completion of the
Insured’s acquisiiion of o Properly. Such pursuit may nol be directed by the Company
 ugless the Company notifies the Insured GFlaost iy {30] doys belore the loreclosure sale

that # will pursue o defictency judgment, In whole of in port for lis account, Fthe
Company does not so aolify the tnsured, the deficiency |udgmenl‘lf esfablished by the
Insured, will be solely for the occount of the Insured, and the Company wil nolbe

subrogo?“ed lo-ony rights lo pursus the deficlency judgient, -

e Insured will be deemed to be particigoling in Appropricle Proceedings solely o

the request of the Company when such proceedings are not o condilion precedent

1o obloining Borrower's Tile 1o of Possesslon of a Properly ond, ofier the partles hove
exchonged Information on the Loan, the Insured hos odvised the Compony In wiiling tho!
the Insured does rol wish lo pariicipote In such proceedings,

b. Notwithstanding the provisions of Seclion 6 {toss Payment Procedure) above, in the cose
where o deficiency ogolnst the Borrower Is being pursued solely ol the request of the
Compony, then any Deficlancy Expenses sholl be added 1o the amount of the loss. Hf o
defictency ogalnst o Bortower Is belng pursued os port of Appropriate Proceadings for the
benefit of both the Insured and the Company, then ai the time such deficlency rights are
eslablished or a defictency [udgment Is oblained, whichever shall occur fiss), the Defic
clency Expenses plus any similor expenses Incurred by the Company in conneclion with
such deficiency shall be seilled between the parlies on the same pro rola bosis set farth in
Seclion 7.3 {Subrogotion) for the selllemenl of deficlency recoveries. .Expenses and cosls
arising ofter that polnt shall be freated os collection expenses lo be nelled ogoinst the
deficlency racovery, if any (and, If none, 1o be shored between ihe porlies on the some
pro rala bosls when it becomes claar that nathing will be recovered).

Subrogation - Subject lo Section 7.2(0), and cnly lo the extent thot the Company is entitled under
applicable law to pursue such deficiancy rights, the Compony shall be subrogated pro rato, to the ful
extent parmitled by low, o ol of the Insured’s Recovery Righis with respect lo o Loan, upon poyment
of a Claim hereunder. The Compony’s pro rola share of the net deficiency recovered i.e., amounis
tecavered less reasonable cosls ond expenses) with respact to any Loan sholl be the amount of the
Loss divided by the amount of Ihe deficiency judgment. intemol stoff cosls and overhead expenses
shall not be deducted in determining the omaun! of @ nel deficiency recovery unless specifically
agreed 1o In willing by the pariies. The Insured hereby designales the Company s is exclusive
agent {a) to pursue all of the Insured's Recovery Rights to which the Company has not become
subrogated by paymeni of o Cloim (i.e., the Insured's share of the Recovery Righis}, (b] to file ony
aclion in the Compony’s nome as ossignee of the Insured, to collect on the Insured's Recovery
Rights, and (¢} to sellle and compromise any such Recovery Rights on behalf of the Insured, it being
underslood ond agreed thal the Compony shall hove the exclusive rights to pursue and settle all
Recovery Rights for any Loan on which a Claim peyment Is made hereunder, unless waived In wrlling
by the Company. If the Compony decides not to pursue Recavery Rights with respect lo a Loon,
then the Compony shall issue o wrillen waiver of ils subrogation and management sights to the
Insured, The Insured shall execute ond deliver al the request of the Compony such instruments and
documents, ond underioke such aclions os may be necessory to Iransfer, assign, and secure such
Recovery Rights to the Compony. The Insured sholl refrain from any action, elther before or fier
paymeni of o Cloim hereunder, thot shall prejudice such Recovery Rights.




Notwithstanding any provision In the foregoing poragraph lo the conlrory, In the event the Insured
hos, in addition lo Recovery Rights ogatnst o Barrower ot any other Parsan, a clolm o cloims
ogoinst such Borrower or other Person nol relaled lo the Recovery Rights, then the Insured shall hove
the right to pursue In fs own name oll the Recovery Righls In conjunction with the Insured's other

" cloim or cloims, and the Company will waive s right fo manage the pursult of the Recovery Rights
' [bul not the Company's pro rato subrogotion ights),

7.4 Policy for Exclusive Benefit of the Insured and the Owner - A Commiimen! ond Cerlificate *
Issued os the resull of any Applicoiion submitted hereunder ond the coverage provided under this
Policy will be for the sole ond exclusive benefi of the Insured ond the Owner of the reloted loon,
and In no event will any Borrower or ther Person be desmed a parly lo, or an Intended beneficiory .
of, this Policy or any Commiiment or Cerlificote. )

75 Effect of Borrower Insolvency or Bankruptcy on Principal Balance - If under applicable
insolvency or bonkrupicy law, o Loan's principal bolance secured by o Property Is reduced fafter ol
appecls of such reduction ore final o the ime for such oppéals hos lapsed without appeal), the
portion of such principol bolonce of the Loan not secured by the Properly, and related interest, will
be includable in the Claim Amouni, os provided In this Section 7.5.

IF o Defoult occurs on the Loan, the Insured hos acquited Borrower's Tille or Good and Merchant:
able Tille to the Properly If required by Ihis Policy, and oll cther requirements for filing of o Cloim are
complied with, the Insured will be entilled to Include in the Cloim Amount (o) the amouat of the
principol bolance of the Loan which wos desmed unsecured under applicable insolvency or
banksuplcy law, less ony collections or payments on such unsecured principol balance received by
the Insured, and [b) Interes! thereon al the rate and as compuled in Section 6.2, from the dote of
Delault glving rise lo the Cloim [but for no prior period). In no event will any expenses or other
amounls assoclotad with the omount by which the principol balonce of the Loan became unsecured
ba includable In the Claim Amount, direcily or by an addition to the principal bolonce includable In
the Claim Amoun, ,

76 Arbitration of Disputes; Suits and Actions Brought by the Insured

o. Unless prohibited by opplicable law, the Insured, al lis oplion, moy elect to selile by
arblifalion a conlroversy, dispule, of other ossertion of llability or rights which it inilites
orising out of or relaling 1o Ihis Policy, including the breach, interpretalion, or construciion
thereof. Such orbilrotion shall be conducled In accordance with the Tie Insuronce
Asbitration Rules of the American Arbitralion Assaciation in effect on the dote the demond
for arbliralion is made, or if such Rules are not then in effec), such ather Rules of the
Ametican Arbiiration Associalion as the Company moy designole os its replocement,

The arbitrator{s) shall be neutral parson(s) selected from the American Arbilralion
Assoclolion’s National Panel of Arbitrators fomiliar with the morigage lending or morigage
guaranly insuronce business. Any proposed arbitiotor may be disquolified during the
selection process, ol the option of aither porly, If such individual Is, or during the previous
two years hos been, an employee, officer, or director of any morigoge guoranly insurer, or
of any entity engaged in the crigination, purchase, sale, or servicing of morigoge loans o
morlgogebocked securifies. '

b. No sult or action (including arbilcalion hereunder) brought by the nsured ogolnst the
Compony wilh respect lo the Company's liability for @ Clalm under this Policy shall be
sustained In any courl of low or equity or by orbilrotion unless the Insured has
substantially complied with the terms ond condiitons of this Policy, ond unless the
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sull or aclion Is commenced within three [3) yeais [five {5) yeors in Florida or Konsas) oftes
the Insured hos ocquired Bomower's Tille lo the Properly or scle of the Property opproved
by the Compony is completed, whichever Is opplicable to o loan. No such suil o aclion

- with respact to o Cloim moy be brought by the Insuted ogolns! the- Compony uniil sixty

(60) doys ofter such acquisition of Borrower's Tiile or sole,( os applicable to o loon.

¥ o dispule orises concetning the Loon which Involves elther the Property or the Insured,
the Company hos the right lo protec! Iis interest by defending the sull, even if the
allegoalions contoined In such suil are groundless, false, or fraudulenl. The Compony is not
requlred to defand any lowsuil Ivvolving the Insured, the Property, or the Loon.

Amendments; No Walver; Rights and Raqules; Use of Term “Including”

a.

The Compony reserves the right lo amend the terms and condilions of this Policy from
time to lime; provided, however, thot any such amendment will be effective only ofter
the Company has given the Insured willlen notice thereof by endorsement setting forth
the amendmeni. Such omendmenl will only be opplicable to those Cerlificates where
the reloted Commilmenl was Issued on or ofter the effective dole of the amendment.

No condilion or requirement of this Policy will be deemed woived, modified, or otherwise
compromised unless thoi waiver, modificotion, or compromise Is stated In wriling properly
executed on behalf of the Company. Each of the condilions and requirements of this
Policy Is severable, and o walver, modification, or compromise of one will not be con-
sived as o woiver, modification, or compromise of any other.

No right or remedy of the Company provided for by this Policy will be exclusive of, or limil,
ony other rights or remedtes set forth in this Policy or otherwise ovailable 1o the Company
by low or equily.

As used in this Policy, the term “include” or “including” will mean “include o including,
withou! fimilation.”

No Agency - Nelther the Insured, any Servicer, or Owner, nor ony of their employeas or agents,

will be deemed for any reason to be gge

. Nelther the Company, nor ony of

its employees or agents, will be deemed for any reason I be agenls of ony Insured, Servicer,
or Ownet.

Successors and Assigns - This Policy will inure 1o the benefit of and shall be binding upon the
Compony and the Insured ond their respactive successors and permilted ossigns.

sy

Applicable Law and Conformity to Low - All maiters under this Policy will be governed by ond
constrved In accordonce with the laws of the [urisdiction in which the office of ihe originol Insured

on o Cartificote Is locoted. Any provision of this Policy which Is In conflict with any provision of the
low of such [usisdiction is hereby omended to conform 1o the provisions required by tho! low.

Notice - Premium poyments ore lo be poid as provided in Seclion 2 and sen! lo the Compony ol

the address listed on the Commilmen, or as otherwise Instructed by the Company In wriling. All
other notices, Claims, tenders, tepotis, and other data required to be submilled lo the Compony
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by lhe Insured shall be elther (o] moiled postpold, [b) sent by overnight couries, (c) Iransmilied
electronically or via magnelic lope or other medlo in a manner approved by the Company, or
(d).sent by telephonic facsimile Iransmission, to the Company's home office ot the following

address ond focsimile number:

For Clalm mailters:

P.O. Box 2514
Winston-Sclem, NC 27102
Attention: Clolms Depaiimen!
Facsimile Number: (336) 6619413

For Customer Service matlers:

P.O. Box 2514
Winston-Salem, NC 27102

Allention: Policy Servicing Deporlmant
Facsimile Number: {800} 8497642

All nofices given by the Company to the Insured or the Owner shalf be either (o) malled posipaid, (b} sent
by overaight courier, (c} ransmitted elacironically or mognelicolly In 0 manner approved by the Insured,
or [d) sent by telephonic focsimile lransmisslon, ot the address and facsimile number for that Petson, os
reflected in the records of the Company, except that for facsimile transmissians, the Compony sholl conftrm
telephonically or otherwise the accuracy of the facsimile number used. Nonpayment nofices under
Section 2.6 {Renewal of Cextificale and Termination for Nonpayment of Renewal Premium} ond nollces
required under Section 4.5 [Non-Approved Servicer) shall be sent to both the Insured ond the Owner
whenever the Company hos been notified thet the Insured Is o Parson other than the Owner.

Either party may rotify the other of o change In address in the same manner os provided for giving notice.
Al notices, Claims, tenders, repotls, and other dolo required to be submitted to the Compony or fo the
Insured shall be deemed to hava bean given five {5} days after the same Is deposited in the U.S. Mall,
delivered 1o an overnighl courler, of fronsmilled n o manner approved above, unless acluolly recelved
earller. If the Insured requests thal nalices be sent 1o o third parly other than the Insured, the Compony
agrees lo use ils best efforts lo give such nolices, bu the Compoay shall not Incur any liability for follure o
send any nolice fo any third parties.

Reports and Examinations - The Company moy reques}, and the Insured must provide, such reporis or
informalion as the Company moy deem necessary perialning to any loan, and the Company will be
entilled lo inspect the books and records of the Insured or any of ifs representatives perlaining lo such Loan,

Electronic Medla - The Company and Ihe Insured may agree, from time fo lime, that Information,
documents, or olher doto moy be translerred between the Insured ond the Compony by electronic medlo
acceplable o the tnsured ond to the Company. In oddilion, the Company and the Insured moy mointoin
information, documents, or other dalo on electronic medio or other media generally accepled for business
tecords, including microfiche. Such electionic or other media will be os equally acceploble for ol
puiposes betwean the Insured and the Company os informotion, documents, or other dolo mointained in
printed or written form,
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