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Wells Fargo Bank, N.A. (“Wells Fargo™) respectfully submits this Objection to the
proposed Plan of Rehabilitation (the “Proposed Plan”) and requests that the Court deny the
motion for entry of an order approving the Proposed Plan made by the Superintendent of
Financial Services of the State of New York, as Rehabilitator of Financial Guaranty Insurance
Company (in such capacity, the “Rehabilitator”). Wells Fargo appears in this action and submits
its Objection in its capacity as Trustee for certain residential mortgage-backed securities
(“RMBS”), and in such other capacities as obligate Wells Fargo to submit policy claims to
Financial Guaranty Insurance Company or FGIC Credit Products, LLC (together, “FGIC”),
receive policy claim payments from FGIC and otherwise perform administrative functions under
any policies issued by and/or insurance agreements entered into with FGIC or under any other
documents related to such policies and insurance agreements, and in either case on behalf of the
RMBS trusts’ securities holders (the “Wells Fargo Trustee”).

STATEMENT OF FACTS

The Wells Fargo Trustee

The Wells Fargo Trustee serves as trustee and in similar capacities for certain holders of
securities in certain RMBS transactions (collectively, the “Transactions,” and each individually,
a “Transaction”), which holders (the “Insured Certificateholders”) are the ultimate beneficiaries
of financial guaranty insurance policies issued by and insurance agreements entered into with
FGIC (collectively, the “Policies” and each individually, a “Policy”). (See Affidavit of Charles
Brehm, sworn to November 16, 2012 (the “Brehm Aff.”), at § 2.) The Wells Fargo Trustee has
duties and responsibilities for approximately 33 RMBS Transactions involving a Policy (i) for

which the Wells Fargo Trustee as trustee is the policyholder or (ii) for which the Wells Fargo



Trustee in a capacity other than trustee performs duties in respect of FGIC Policies. (Seeid. 1 3.)
The Policies, which are held and/or administered by the Wells Fargo Trustee for the benefit of
the Insured Certificateholders, insure against certain losses incurred by, and/or allocated to,
securities held by the Insured Certificateholders. (See id. Y 2.) The Wells Fargo Trustee, on
behalf of the Insured Certificateholders, has substantial current and projected future claims
against FGIC.

Each Transaction is governed by a separate set of operative documents, which may
include a pooling and servicing agreement, servicing agreements, a sale and servicing agreement,
a trust agreement, an indenture and/or other related documents (the “Operative Documents™),
delineating the rights and responsibilities of each of the parties to the Transaction, including the
trustee and the insurer. (See id. § 4.) In connection with each of the Policies, FGIC and the
Wells Fargo Trustee are typically also parties to an insurance agreement, which further
delineates the rights and responsibilities of the parties vis-a-vis the Policy (the Policies, insurance
agreements and Operative Documents together, the “Governing Documents™). (See id. 1 5.)

The Rehabilitation of FGIC

On November 24, 2009, the New York Department of Insurance (which, as of October 3,
2011, merged with the New York Department of Financial Service, “NYSDFS”) entered an
Order pursuant to § 1310 of the New York Insurance Law, requiring FGIC to suspend paying
any and all claims and prohibiting FGIC from writing any new policies (as supplemented by a
March 25, 2010 order, the “1310 Order”). (See the Verified Petition of Benjamin M. Lawsky,
Superintendent of Financial Services of the State of New York (the “Superintendent”), dated

June 11, 2012 (the “Verified Petition”) at §{ 1, 19.) Pursuant to the 1310 Order, in November



2009, FGIC stopped paying claims made under the Policies. FGIC’s continuing failure to pay
claims under the Policies is a default under the Governing Documents (“Insurer Default™).
Under the terms of the Governing Documents, upon the occurrence of an Insurer Default, FGIC
loses the ability to exercise certain rights and remedies, and (in certain instances) such rights and
remedies are vested in holders of the trusts’ securities. (See Brehm Aff. §7.)

On June 11, 2012, the Superintendent filed the Verified Petition in this Court, seeking an
order for the rehabilitation of FGIC (the “Rehabilitation”). On June 28, 2012, the Court entered
an Order, granting the Verified Petition for rehabilitation and appointing the Superintendent the
Rehabilitator for FGIC (the “Rehabilitation Order”). On September 27, 2012, the Court entered
a scheduling order which included deadlines for parties to support or object to the Rehabilitator’s
proposed plan of rehabilitation. That same day, the Rehabilitator filed the Proposed Plan as well
as a Disclosure Statement regarding the Proposed Plan (the “Disclosure Statement”), an
Affirmation in Support of Plan Approval, a Proposed Plan Approval Order, a Novation
Agreement, and a Form of Notice of Plan Approval Hearing. On October 25, 2012, the
Rehabilitator filed a Memorandum of Law in Support of Approval of Plan of Rehabilitation For
Financial Guaranty Corporation (the “Rehabilitator’s Memo”).

The Proposed Plan

As set forth below, the Wells Fargo Trustee objects to confirmation of the Proposed Plan
because it contains a number of terms that reflect an abuse of the Rehabilitator’s authority and
fails to include certain terms necessary to protect the interests of the Wells Fargo Trustee and
Insured Certificateholders. Prior to the filing of this Objection, counsel for the Wells Fargo

Trustee raised its concerns with counsel for the Rehabilitator. As a result of communications



between counsel, the Rehabilitator made certain changes to the Proposed Plan, but many of the
Wells Fargo Trustee’s concerns have not been resolved. Attached hereto as Appendix A is a
modified version of the Proposed Plan that reflects the modifications that would be necessary to
address certain of the Wells Fargo Trustee’s concerns.

As discussed in below, the Proposed Plan should not be confirmed for several reasons.
The Proposed Plan would inappropriately nullify contract terms governing the effect of FGIC’s
default on the consent and direction rights, which terms appear in Governing Documents to
which FGIC is not a party. (See Proposed Plan 8§ 3.5 & 7.8(¢).) The Proposed Plan would also
arbitrarily subordinate Policy claims denominated as “Late-Filed Claims,”* with the effect that
such claims are unlikely ever to be paid. (See id. § 2.5.) The Proposed Plan would permit FGIC
to unnecessarily delay payments to policyholders on the undisputed portions of claims that are
disputed in part. (See id. § 4.7(A).) The Proposed Plan’s provision for indemnification of the
Wells Fargo Trustee is inadequate, and its sweeping grant of post-confirmation exclusive
jurisdiction to this Court impinges on the Wells Fargo Trustee’s right to pursue legal remedies in
forums of its choosing. (See id. 88 7.5(b), 8.1.) Lastly, the Proposed Plan’s terms on Policy
Crystallization Events would discourage policyholders from disputing FGIC’s interpretation of
its consent and direction rights, without providing sufficient opportunity to seek judicial
guidance. (Id. at Ex. B (Restructured Policy Terms, 88 2.1 & 2.2).)

ARGUMENT
The Court has the “ultimate responsibility” to supervise the Rehabilitator’s actions in

respect of the rehabilitation proceeding and to make sure that the “holders are properly . . .

! Terms that are not defined herein have the meaning ascribed to them in the Proposed Plan.
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protected.” In re State Title & Mortg. Co., 160 Misc. 106, 111, 289 N.Y.S. 487, 494 (N.Y. Sup.
Ct. N.Y. County 1936); see also Matter of People by Van Schaick (Nat. Surety Co.), 239 A.D.
490, 496, 268 N.Y.S. 88, 95 (1st Dep’t 1933) (holding that the statute permitting rehabilitation
places “great responsibility” on the superintendent of insurance and that any abuse of power
should be checked by the courts), aff’d, 264 N.Y. 473, 191 N.E. 521 (1934). While the
Rehabilitator has discretion as to many of the actions taken in that role, those actions may not be
“arbitrary, capricious or an abuse of discretion,” and, if they are such, the Court must disapprove
them as such. Callon Petroleum Co. v. Superintendent of Ins., 53 A.D.3d 845, 845, 863
N.Y.S.2d 92, 93-94 (3d Dep’t 2008). The terms of the Proposed Plan to which the Wells Fargo
Trustee objects are arbitrary, capricious and an abuse of the Rehabilitator’s discretion, and this
Court should either reject the Proposed Plan or modify it in accordance with the Wells Fargo
Trustee’s objections.
l. THE PROPOSED PLAN WOULD IMPROPERLY PERMIT FGIC TO RETAIN

CERTAIN CONSENT AND DIRECTION RIGHTS IN CONTRAVENTION OF

THE TERMS OF THE GOVERNING DOCUMENTS

If confirmed, Sections 3.5 and 7.8(e) of the Proposed Plan would prevent the Wells Fargo
Trustee and Insured Certificateholders from giving effect to any contractual terms that divest
FGIC of consent and direction rights upon the occurrence of an Insurer Default (*Control-
Shifting Provisions™).  Section 3.5 and 7.8(e) of the Plan are arbitrary and capricious, reflect an
abuse of the Rehabilitator’s authority, and contemplate rewriting contracts to which FGIC is not
a party. No authority exists to support approval of these terms.

While the terms of the Governing Documents differ from deal to deal, they generally

grant FGIC broad consent and direction rights, regardless of deal structure or collateral. (See



Brehm Aff. 1 6.) For the Court’s reference, Governing Documents for two sample Transactions
are attached as exhibits to the accompanying Affidavit of Charles Brehm. As described in the
Brehm Affidavit, the Governing Documents typically provide for the following consent and
direction rights, among others: consent to the employment of subcontractors, consent to or
direction of the sale or transfer of any of the trust estate, direction of the Wells Fargo Trustee (on
behalf of the trust) to institute legal proceedings after an event of default, direction of the
termination of the trust after an event of default, direction of the Wells Fargo Trustee (on behalf
of the trust) to waive certain past defaults, and appointment of successor parties (servicers,
administrators and trustees) to perform services on behalf of the trust. (See id.)

Pursuant to the terms of the Governing Documents, FGIC generally loses such consent
and direction rights upon the occurrence of an Insurer Default, which can occur (among other
instances) if there is a failure by FGIC to make a payment when due. (See id. § 7.) If and when
an Insurer Default occurs and FGIC loses its consent and direction rights, the Governing
Documents often redirect these rights to certain of the investors in the applicable Transaction.
(See id.) These Control-Shifting Provisions usually appear in Operative Documents to which
FGIC is not a party. For example, the Wells Fargo Trustee acts as trustee for the GMACM
Home Equity Loan Trust 2005-HE2 RMBS Transaction, an RMBS transaction utilizing a debt
(tax) structure. (See Brehm Aff. 1 8-9.) FGIC is not a party to the indenture for this
Transaction, though it is a third-party beneficiary. (See id. { 8.) The terms of the GMAC
Indenture permit FGIC to exercise consent and direction rights unless there is an Enhancer
Default, in which case the control rights can be exercised by the majority of the Noteholders.

(Seeid.)



Pursuant to the 1310 Order, FGIC has not made claim payments since November 2009,
and this rehabilitation proceeding was commenced in June 2012. FGIC’s payment default
(which occurred nearly three years prior to the commencement of the Rehabilitation) constituted
an Event of Default, and FGIC therefore no longer enjoys consent and direction rights pursuant
to the Control-Shifting Provisions in the Transactions’ Governing Documents. Having failed to
uphold its end of the bargain, consent and direction rights should be exercisable by Insured
Certificateholders and holders of non-insured securities, in accordance with the terms of the
Governing Documents.

The Proposed Plan, however, contains terms that, if adopted, would nullify Control-
Shifting Provisions, even where such terms have been incorporated in Operative Documents
(such as indentures and pooling and servicing agreements) to which FGIC is not as party.
Section 3.5 provides in relevant part:

[U]pon the Effective Date, any default, event of default or other event or circumstance

relating to the FGIC Parties then existing (or that would exist with the passing of time or

the giving of notice or both) under any FGIC Contract or Transaction Document, as a

result of (whether directly or indirectly) the Rehabilitation or the Rehabilitation

Circumstances shall be deemed not to have occurred (including, for the avoidance of

doubt, any default, event of default or other event or circumstance that has arisen (or that

may otherwise arise with the passing of time or the giving of notice or both) due to a lack
of payment or performance of or by the FGIC Parties under any FGIC Contract or

Transaction Document).

Section 3.5 thus would re-write the terms of FGIC’s Policies and insurance agreements, as well
as Operative Documents containing terms designed for the protection of RMBS investors, to
eliminate FGIC’s payment default and the commencement of this proceeding as events

constituting Insurer Defaults. As a result, such events would no longer serve as triggers for

Control-Shifting Provisions. FGIC would thus continue to enjoy consent and direction rights



that it had agreed at the time of Policy issuance to cede upon the occurrence of a payment
default. Operating in tandem with Section 3.5, Section 7.8(e) would enjoin any person from
enforcing any Control-Shifting Provisions, notwithstanding the occurrence of Insurer Defaults
under the Governing Documents.

Sections 3.5 and 7.8(e) are arbitrary, capricious and an abuse of the Rehabilitator’s
discretion, because their application would result in FGIC securing rights that it did not bargain
for, to the detriment of the rights of Insured Certificateholders and (in some instances) holders of
non-insured securities. In the Governing Documents, the parties to the Transactions specifically
contemplated the possibility that FGIC would default on its claims payment obligations or a
rehabilitation proceeding would be commenced, and agreed as to the effect these events would
have upon FGIC and investors. FGIC was aware of these provisions and agreed to issue the
Policies with the understanding of the contractual implications that would result from its default.
Having specifically negotiated provisions that deal with the precise circumstances in which
FGIC finds itself, it would be fundamentally unfair to allow FGIC arbitrarily to re-write
Governing Documents for its own benefit, particularly where it is FGIC that has failed to uphold
its end of the bargain.

Moreover, there is no legal justification for re-writing the terms of indentures, pooling
and servicing agreements, and other documents to which FGIC is not a party. As more fully set
forth in Point | of the Objections of the Bank of New York Mellon and the Bank of New York
Mellon Trust Company, N.A., as Trustee to the Proposed Plan of Rehabilitation (the “BNYM
Objections™) filed on November 19, 2012, which the Wells Fargo Trustee incorporates by

reference, although the Rehabilitator has broad powers to alter contracts to which FGIC is a



party, this power does not extend to third-party contracts. See Carpenter v. Pacific Mut. Life Ins.
Co., 10 Cal. 2d 307, 329, 74 P.2d 761 (1937) (“Neither the company nor a policyholder has the
inviolate rights that characterize private contracts.”), aff’d sub nom. Neblett v. Carpenter, 305
U.S. 297 (1938). Accordingly, whatever authority there might be for re-writing the terms of
Policies and insurance agreements to which FGIC is a party, it would be an abuse of the
Rehabilitator’s discretion if he were permitted effectively to strike Control-Shifting Provisions in
Operative Documents to which FGIC is not a party.

Moreover, the Rehabilitator has failed to demonstrate that the sweeping re-writing of
contract rights that would be effected by Sections 3.5 and 7.8(e) of the Proposed Plan are
necessary to the effective rehabilitation of FGIC. A host of rights are associated with the
Control-Shifting Provisions, such as the rights to waive defaults and name successor servicers.
The Rehabilitator has failed to explain how a successful rehabilitation turns on FGIC’s ability to
wield all of these rights. Indeed, the Rehabilitator’s inclusion of Section 3.7 in the Proposed
Plan, which would allocate responsibility for claims for breaches of representations and
warranties (“R&W Claims”) between FGIC and investors, demonstrates that he recognizes that it
is not necessary for FGIC to have exclusive control of at least one key consent/direction right.
The Rehabilitator’s Memo neither explains why the Rehabilitator was willing to cede some
responsibility for R&W Claims to investors, nor does it explain why other consent and direction
rights could not also be shared.

In his Memo, the Rehabilitator suggests, without any citation to evidence or legal
authority, that some policyholders could exercise consent and direction rights to the detriment of

“policyholders generally.” (See Rehabilitator’s Memo at 29.) He further conjectures that certain



investors might cause collateral to be liquidated in a manner that increases FGIC’s payment
obligations. (1d.) While the basis for such speculation is not clear, it is clear from the record that
FGIC is in a position to wield consent and control rights in a manner that could advantage itself
to the detriment of investors in Transactions. In many instances, FGIC only insures the most
senior classes of certificates or bonds, with junior investors taking the first losses suffered in a
Transaction. (See, e.g., the EquiVantage PSA, Brehm Aff. Ex. 7, 88 1.1, 7.5(b).) If (as the
Rehabilitator posits) consent and control rights include the right to cause collateral assets to be
liquidated, nullification of Control-Shifting Provisions would put FGIC in a position to liquidate
collateral at fire-sale prices, locking in losses that will reduce payments on and the value of
junior securities.

Sections 3.5 and 7.8(e) thus arbitrarily and capriciously unsettle the Transaction parties’
legitimate contract-based expectations, and they should not be confirmed. If these sections are
confirmed, Section 3.7(c) should be revised in accordance with the modifications reflected in
Appendix A hereto. Although Section 3.7(c) explicitly references Section 3.7(a), the two
subsections are inconsistent and should be revised. Section 3.7(a) provides in relevant part that
“holders of Instruments . . . and the Trustee for such Instruments shall be entitled [in accordance
with the terms of Section 3.7(a)] to exercise all of their respective [R&W Claim] rights and
remedies” (emphasis added). Section 3.7(a) thus contemplates that either holders or a trustee
could pursue R&W Claim demands and remedies. Section 3.7(c) provides a mechanism for
resolving conflicts that might arise between a holder direction and a FGIC direction concerning a

R&W Claim, but it does not have a mechanism for resolving a conflict that might arise between
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a trustee’s exercise of R&W Claim remedies and a FGIC direction. The Wells Fargo Trustee’s

revisions are intended to clarify the procedure that would apply in such circumstances.

1. THE PROPOSED PLAN’S TREATMENT OF CERTAIN POLICY CLAIMS IS
ARBITRARY, CAPRICIOUS AND AN ABUSE OF THE REHABILIATOR’S
DISCRETION
A Late-Filed Claims Subordination
The terms of the Governing Documents for the Transactions do not impose any deadline

for the Wells Fargo Trustee to submit Policy claims to FGIC. (See Brehm Aff. § 13.) Because

the Policies and insurance agreements guarantee payments that are made to investors on a

periodic (which, in most cases, is monthly or quarterly) basis, the Wells Fargo Trustee submits

claims on behalf of investors on a rolling basis whenever the Transaction’s cash flows
necessitate the filing of a claim (a “Claim Trigger”). (See id.) Although the Policies and
insurance agreements do not impose deadlines for the submission of claims, the Wells Fargo

Trustee has a practice of submitting such claims promptly following the occurrence of Claim

Triggers, to ensure that investors receive amounts to which they are entitled as quickly as

possible. (Seeid. 1 14.)

Notwithstanding that Policies do not set deadlines for the submission of claims, the
Proposed Plan designates any claim not submitted by the later of (i) one year from the date the
Policy Claim arose and (ii) 90 days after the Effective Date as a “Late-Filed Claim.” (See
Proposed Plan § 4.3(A).) Late-Filed Claims are deeply subordinated to other claims under
Articles | and 1l of the Proposed Plan, and the holder of a Late-Filed Claim would only receive
payment on such a claim after FGIC determines that “all actual and expected Permitted Secured

Claims, Permitted Administrative Expense Claims, Permitted Policy Claims and Permitted Non-
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Policy Claims are paid in full in Cash or fully reserved for.” (Proposed Plan § 2.5.) Given the
deep subordination of Late-Filed Claims and the remote possibility they will ever be paid, the
Proposed Plan does not require FGIC to evaluate any Late-Filed Claim unless it determines that
there is a substantial likelihood that it will have able to make a distribution on the category of
Late-Filed Claims. (See Proposed Plan § 4.5.)

The treatment of Late-Filed Claims is arbitrary, capricious and an abuse of the
Rehabilitator’s discretion, because it unnecessarily subordinates these claims, potentially
prejudicing the Insured Certificateholders, even though the Rehabilitator has made no showing
of any need for such punitive treatment. While the Rehabilitator might have authority to set
reasonable deadlines, it would be an abuse of discretion to permit a claim to be deeply
subordinated (and likely never paid) in every instance that a claim submission deadline is
missed. If adopted, the above-described Proposed Plan terms would result in claim
subordination even where the failure to meet the deadline is inadvertent, the deadline is missed
by only a matter of days, and/or the amount of the claim is relatively small. The Rehabilitator
simply cannot demonstrate a need for its draconian treatment of Late-Filed Claims in all
instances. Moreover, there is no factual basis for a concern about significant claims (in number
or size) being submitted months or years after they arose, since the Wells Fargo Trustee
(presumably like all trustees) endeavors to file policy claims in a prompt manner.

The Proposed Plan should therefore not be confirmed unless Late-Filed Claims are paid
in the same manner as Policy Claims under Articles I and Il. In the rare instances in which FGIC
believes in good faith that treatment of Late-Filed Claim would jeopardize the Rehabilitation,

FGIC can seek appropriate relief from the Court.
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B. Undisputed Portions of Disputed Claims

Pursuant to Section 4.7(A) of the Proposed Plan, a submitted claim would not be
permitted under the Proposed Plan “until all disputed portions thereof are resolved pursuant to
the procedures set forth herein.” This and related terms of the Proposed Plan would allow FGIC
arbitrarily and capriciously to delay and possibly even deny payments in respect of all portions
of a claim, even where it objects to only a portion of the claim. The Rehabilitator cannot
demonstrate that these claims payment terms bear any reasonable relationship to the
Rehabilitation of FGIC. If the Proposed Plan is to be confirmed, Section 4.7(A) and related
terms should be modified to require that FGIC make timely payment of all undisputed portions
of Policy claims.

I11.  THE PROPOSED PLAN WOULD PREJUDICE THE RIGHTS OF THE WELLS
FARGO TRUSTEE

A. The Indemnification for Trustees is Inadequate

As noted in the modified version of the Proposed Plan appearing at Appendix A hereto,
Section 7.5(b) is deficient in several respects, and the Court should not confirm the Proposed
Plan unless these deficiencies are addressed. First, Section 7.5(b) should be modified so FGIC is
relieved of its indemnification obligation only where a trustee has actually received payment in
satisfaction of the amount to be indemnified. FGIC, and not the trustees, should bear the full risk
of any action the trustee is required to take at FGIC’s direction or pursuant to the Proposed Plan.
Under such circumstances, FGIC should be required to make the Wells Fargo Trustee whole for
any losses or expenses, unless the Wells Fargo Trustee has made a determination that
reimbursement from the applicable trust fund is appropriate and such reimbursement has been
paid.

13



Second, the final sentence of Section 7.5(b) must be stricken.? The Governing
Documents for the Transactions generally require that any party who wishes to direct the Wells
Fargo Trustee to take a specific action provide adequate indemnity to the Wells Fargo Trustee.
(See Brehm Aff. § 12.) The Governing Documents generally provide that the indemnification
take the form of an indemnity or security against the costs, expenses and liabilities that may be
incurred by the taking of the directed action, which indemnity or security must be acceptable to
the Wells Fargo Trustee. (See id.) The last sentence of Section 7.5(b) would arbitrarily limit
Wells Fargo’s indemnification rights, by stripping it of its right to consider the sufficiency of the
indemnification being offered by the directing party. While the indemnification provided by
Section 7.5(b) would constitute adequate protection for most actions FGIC might direct, there
will likely be directed actions entailing potentially significant exposures, for which the Wells
Fargo Trustee should be entitled to additional assurance that it will not incur liability. For
example, a number of RMBS trustees are involved in litigation pertaining to R&W Claims,
which litigations could entail directions by FGIC. See, e.g., In re Residential Capital, LLC, et
al., Case No. 12-12020(MG) (S.D.N.Y. Bankr. 2012). The amounts at issue in such litigations
can be significant, and the Wells Fargo Trustee could therefore face significant liability claims if

investors or other interested parties dispute actions taken at FGIC’s direction.’

% The sentence provides: “The indemnity provided in this Section 7.5(b) shall be deemed to satisfy for all purposes
any requirement under any provisions of a FGIC Contract or Transaction Document that the Indemnified Trustee be
provided with an indemnity to or for its benefit (including any requirement that such indemnity be ‘adequate,’
‘sufficient,” ‘reasonable,” ‘acceptable’ or similar terms) prior to performing any action required under the Plan,
including complying with any direction given to it by FGIC pursuant to the relevant FGIC Contract or Transaction
Document, and including provisions that allow the Indemnified Trustee to refrain from performing any action in the
absence of such an indemnity.”

® In the ResCap bankruptcy, certain RMBS trustees are presently considering a potential settlement of R&W Claims
against ResCap debtor entities, the consideration for which would be an $8.7 billion unsecured claim in the
bankruptcy case. See Al Yoon, Big Players in Fight over Mortgages — Blackrock, Other Bondholders Look to Force
Banks to Repurchase Soured Loans, The Wall Street Journal, Sept. 20, 2012, at C6.
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Because the final sentence of Section 7.5(b) would arbitrarily and capriciously limit the
indemnification otherwise available to the Wells Fargo Trustee under the Governing Documents,
the Proposed Plan should not be confirmed unless it is stricken.

B. The Wells Fargo Trustee Should Be Able to Commence Trust Construction
Proceedings

The laws of certain states provide for trustees such as the Wells Fargo Trustee to
commence special proceedings when assistance is needed in construing the terms of a trust
instrument or otherwise in determining a trustee’s appropriate course of action in carrying out its
responsibilities. See, e.g., Minn. Stat. § 501B.16. Such proceedings afford trustees an efficient
and cost-effective means of securing judicial guidance in a variety of circumstances, including
when disputes among interested parties arise or an ambiguity in a relevant document is
identified.

Section 8.1 of the Proposed Plan would preclude the Wells Fargo Trustee from exercising
its right to commence such proceedings in courts other than this Court in the circumstances
identified in subsections “(a)” through “(l)” of Section 8.1. Section 8.1 would purport to make
this Court the exclusive venue for a variety of potential legal actions, including “disputes or
issues arising in connection with . . . any agreement, instrument or other document governing or
relating to,” inter alia, the Plan. (Proposed Plan 8§ 8.1(f).) Literally construed, Section 8.1 would
foreclose the Trustee from commencing a trust construction or any other proceeding in respect of
any indenture or pooling and servicing agreement other than in this Court. This is because, as
shown above, the Proposed Plan purports to amend, inter alia, Operative Documents containing
Control-Shifting Provisions. As such, these Operative Documents are “agreement[s] . . . relating
to” the Plan.
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It is an abuse of the Rehabilitator’s discretion to foreclose the Wells Fargo Trustee from
commencing proceedings in jurisdictions with appropriate procedures for any dispute or
ambiguity pertaining to an Operative Document in one of the Transactions. If adopted as
drafted, Section 8.1 would impose a tremendous burden on this Court to hear disputes or
otherwise resolve issues pertaining to Operative Documents that have nothing to do with FGIC,
a Policy or this Rehabilitation. It would further needlessly impinge upon the Wells Fargo
Trustee’s right to pursue litigation in the jurisdiction of its choosing and prejudice investors by
foreclosing the Wells Fargo Trustee from commencing actions in jurisdictions with procedures
designed to achieve timely rulings and conserve trust resources. The Proposed Plan should not
be confirmed, but if it is, the scope of Section 8.1 must be limited and Wells Fargo’s right to
pursue trust construction proceedings in other jurisdictions must in all instances be preserved.

C. The Policy Crystallization Event Provisions Are an Abuse of the
Rehabilitator’s Discretion

Section 2.1 of the Proposed Plan’s Restructured Policy Terms describes the means by
which FGIC could declare a “Policy Crystallization Event,” in connection with FGIC’s
determination that a party has failed to observe Section 7.8(e)’s injunction provisions. (See
Restructured Policy Terms (Proposed Plan Exhibit B) § 2.1).) Upon declaration of a Policy
Crystallization Event, the parties’ rights are accelerated under the Policy. (See id. § 2.2.) The
Policy Crystallization Event provisions thus arm FGIC with a powerful tool to stifle any effort
by Policyholders and RMBS investors to dispute FGIC’s nullification of Control-Shifting
Provisions under Sections 3.5 and 7.8(e) of the Proposed Plan.

The Proposed Plan should not be confirmed unless Section 2.1 of the Restructured Policy
Terms is modified to clarify that FGIC cannot declare a Policy Crystallization Event if the Wells
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Fargo Trustee or another party seeks judicial guidance as to the effect of Sections 3.5 and 7.8(e).
As drafted, Section 2.1 would permit FGIC to proceed to declare a Policy Crystallization Event
if the Wells Fargo Trustee does not implement a FGIC direction while an action to determine the
effect of such direction is pending in this Court. To the extent Section 2.1 would stifle the Wells
Fargo Trustee’s right to pursue such legal action, it is an abuse of the Rehabilitator’s authority
and cannot be confirmed.

D. FGIC Reports to NYSDFS Should be Publicly Disclosed

Section 7.11(B) of the Proposed Plan requires that, FGIC deliver certain quarterly and
annual reports to the NYSDFS. The information that would be included in such reports is
relevant to the Insured Certificateholders and the Wells Fargo Trustee and, therefore, these
reports should be publicly disclosed.

CONCLUSION

For the foregoing reasons, the Wells Fargo Trustee objects to confirmation of the
Proposed Plan. The Wells Fargo Trustee respectfully requests that the Court reject the Proposed

Plan or modify it consistent with this Objection.

Dated: New York, New York ALSTON & BIRD LLP
November 19, 2012
s/Michael E. Johnson

Michael E. Johnson
Carolyn O’Leary
90 Park Avenue
New York, New York 10016-1387
Tel. 212-210-9400
Attorneys for Wells Fargo Bank, N.A., as
Trustee
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ARTICLEI.
CATEGORIES OF CLAIMS AND EQUITY INTERESTS

1.1 Categories of Claims and Equity Interests.

The following table designates the categories of Claims and Equity Interests that are
covered by the Plan:

Category Designation

A Secured Claims

B Administrative Expense Claims
C Policy Claims

D Non-Policy Claims

E Late-Filed Claims

FE Equity Interests

Other than Claims (including Policy Claims) paid in full prior to the Commencement Date,
the Plan will be the exclusive means for resolving and paying (i) all Policy Claims, whenever
arising, (ii) al other Claims arising during, or relating to, the period prior to the Effective Date and
(iii) all Equity Interestsin existence as of the Commencement Date. Claims arising during or relating
to the period on and after the Effective Date (other than Policy Claims) are not covered by the Plan
and will beresolved and paid by FGIC in the ordinary course of business.

ARTICLE II.

TREATMENT OF CLAIMSAND EQUITY INTERESTS

2.1 Category A — Secured Claims.

Except to the extent the holder of a Permitted Secured Claim and FGIC agree to adifferent
treatment pursuant to Section 4.8 hereof, all Permitted Secured Claims shall be paid in full solely
from the collateral securing such Claimsin accordance with the terms of the underlying FGIC
Contract giving riseto such Claims.

2.2 Category B — Administrative Expense Claims.

Except to the extent the holder of a Permitted Administrative Expense Claim and FGIC
agreeto adifferent treatment pursuant to Section 4.8 hereof, each holder of a Permitted
Administrative Expense Claim shall receive Cash in the full amount of such Permitted
Administrative Expense Claim.
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2.3 Category C — Policy Claims.

Except to the extent the holder of a Permitted Policy Claim and FGIC agree to adifferent
treatment pursuant to Section 4.8 hereof, each holder of a Permitted Policy Claim or Late-Filed Claim
shall receive only (i) an upfront Cash payment with respect to each such Permitted Policy Claimin an
amount equal to a specified percentage of such Permitted Policy Claim based on the CPP in effect at
the time of payment and (ii) additional payments under a DPO with respect to the Policy under which
such Permitted Policy Claim was made to the extent payable pursuant to the Plan, which DPO will be
equal to the remainder of such Permitted Policy Claim (subject to increases and reductions to such
DPO pursuant to the Plan).

2.4 Category D — Non-Policy Claims.

Except to the extent the holder of a Permitted Non-Policy Claim and FGIC agreeto a
different treatment pursuant to Section 4.8 hereof, each holder of a Permitted Non-Policy Claim shall
receive, on apro rata basis, Cash, as and when such funds become available, as determined by FGIC,
until adl such Claims have been paid in full; provided, however, that no Permitted Non-Policy
Claims shall be entitled to any distributions until all actual and expected Permitted Secured Claims,
Permitted Administrative Expense Claims and Permitted Policy Claims are paid in full in Cash or
fully reserved for, as determined by FGIC with the express written consent of the NY SDFS.

2.6 Category FE — Equity Interests.

Equity Interests shall remain in existence; provided, however, that no holder of Equity
Interests shall be entitled to any distributions, dividends or other payments on account of its Equity
Interests until all actual and expected Permitted Secured Claims, Permitted Administrative Expense
Claims, Permitted Policy Claims, Permitted Non-Policy Claims and Permitted Late-Filed Claims are
paid in full in Cash or fully reserved for, as determined by FGIC with the express written consent of
the NY SDFS.
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ARTICLE II.

MEANS OF IMPLEMENTATION

3.1 Policy Restructuring.

Effective as of the Effective Date, any and all Policiesin force as of the Effective Date
(except for the Policies novated or terminated by the Novation Agreement or the CDS Commutation
Agreements) automatically and without any further actions by the Rehabilitator, FGIC, the
Superintendent, the Court, the Policyholders or any other Person shall be modified by the Plan. The
Plan shall supersede any and al provisions of each Policy that are inconsistent with the Plan.

3.2 Implementation of Plan by FGIC.

FGIC shall continue to exist after the Effective Date with al powers available under
applicable law and shall be responsible for administration and implementation of the Plan from and
after the Effective Date, in each case pursuant to the terms of and subject to the limitations set forth
in the Plan, including al applicable New Y ork insurance laws and regulations, the continued
oversight of the NY SDFS described in Sections 7.10 and 7.11 hereof and any NY SDFS Guidelines.

3.3 Continued Authority of NY SDFS.

From and after the Effective Date (i) FGIC shdl continue to be subject to oversight by the
NY SDFS pursuant to the NY IL as an insurance company licensed under Article 69 of the NYIL and the
additiond requirements set forth in the Plan and (ii) the NY SDFS shall have the authority to take such
further actions as may be necessary or appropriate in its sole and absolute discretion to carry out the
purposes and effects of the Plan, including modifying the Run-Off Principles, which modification shall
be delivered in writing to FGIC and concurrently posted by FGIC on the Policyholder Information
Center. All NY SDFS Guidelines shall be binding unless and to the extent the NY SDFS Guiddines are
(x) revoked, withdrawn or inconsistent with subsequent guidance provided by the NY SDFS or (y)
inconsistent with the Plan or any Final Order entered in the Rehabilitation Proceeding that has not been
superseded by the Plan.

3.4 Authorization to Act.

The Plan Approva Order shall authorize FGIC from and after the Effective Date to take or
cause to be taken all actions necessary or appropriate to implement the Plan, including executing and
delivering al agreements, documents, instruments, notices and certificates, and such actions taken or
caused to be taken shall be deemed approved by the Court without further approval, act or action under
any applicable law, order, rule or regulation.
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3.6 Reinsurance.

(& Eachrensurer shdl pay FGIC infull in Cash for such reinsurer’ sreinsured portion of the
entire amount of each Policy Claim (irrespective of when such Policy Claim is submitted to FGIC,
whether before the Commencement Date, during the Rehabilitation Proceeding or after the Effective
Date), in each case without giving effect to the Policy Restructuring and regardless of the amount paid
in Cash by FGIC on account of such Policy Claim. Consigtent with the foregoing, theterms“Loss’ or
“Losses’ (or dmilar terms) used in the Reinsurance Agreements shdl be deemed to refer to the entire
amount of Policy Claims as and when such Policy Claims are submitted to FGIC, irrespective of (i) the
amount and timing of any Cash payments that FGIC may make with respect to any such Policy Claims,
(i) the modification pursuant to the Policy Restructuring of FGIC’ s obligations to pay such Policy
Claimsin Cash and (iii) any language in the Reinsurance Agreements that contradictsthis result.

(b) Notwithstanding anything to the contrary in Section 3.6(a), all reinsurance covering, in
wholeor in part, the Policies covered by the Novation Agreement, to the extent such reinsurance has
not been commuted prior to the novation of such Policies under the Novation Agreement, shdl be
automatically and without further action by any Person novated, to the extent of such coverage, to
Nationd Public.
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3.7 Control Rights.

During any period of timein which an outstanding DPO exists with respect to any
Policy insuring Instruments issued directly in connection with any RMBS transaction, then with respect
to such RMBS transaction:

(@  subject to Sections 3.7(b) through (d) below and notwithstanding Section 3.5 hereof,
the holders of Instruments insured by such Policy and the Trustee for such Instruments
shdl be entitled to exercise dl of their respective rights and remediesthat are provided for
under the express terms and conditions of the Transaction Documents relating to such
Instruments or Policy (assuming soldy for the purpose of determining these rights that
FGIC has not complied with its payment obligations under such Poalicy), in accordance
with such terms and conditionsto (x) enforce any obligation of the originator or other
responsible party to cure, substitute or repurchase any defective mortgage or other loan,
which is owed to the Trustee (or the related trust) or to such holders under such
Transaction Documents (any such obligation owed to the Trustee (or the related trust) or to
such holdersbeing a“Trust Loan Repurchase Obligation”) and (y) assert, investigate
(including through requests for information or documentation concerning the Instruments
or any mortgage(s) in the related trust(s)), compromise, settle or rel ease any Cause of
Action that the Trustee (or the rdated trust) or such holders may have with respect to any
falure to perform any such Trust Loan Repurchase Obligation, including such holders
rightsto direct or otherwise cause the Trustee or any servicer of such loans under the
Transaction Documents (each being a* Servicer”) to take any such action on behdf of such
holders. Should any holder(s) of the Instrumentsinsured by such Policy or the Trustee for
such Instruments seek to exercise any right or remedy described above in this Section
3.7(8), any such Person:

) ghdl provide FGIC with ten (10) Business Days' prior written notice before (x)
requesting or demanding that any originator or other responsible party perform
any Trust Loan Repurchase Obligation (which notice shdl identify the applicable
Policy and contain aligting of the mortgage |oan numbers or other identifier of the
mortgages or other |oans subject to, and the genera basisfor, such request or
demand) or (y) filing any complaint, demand, or summons and notice reating to,
or any other lega document beginning, alawsuit, arbitration, mediation or other
proceeding asserting any Cause of Action with respect to any falureto performa
Trust Loan Repurchase Obligation (which notice shdl identify the applicable
Policy and contain a description of such Causes of Action to be asserted);

(i)  shal, upon FGIC srequest, (x) alow, and take such action as may be requested by
FGICto dlow, FGIC to join in any such lawsuit, arbitration, mediation or other
proceeding which such Person has commenced or intends to commence and (y)
promptly provide FGIC with copies of al notices, pleadings and any other written
communication delivered to or prepared by or on behdf of such Personin
connection with any such lawsuit arbitration, mediation or other proceeding;
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(@iii)  shal be deemed to agree, by taking any action to enforce any Trust Loan
Repurchase Obligation, that any amount received in respect of ajudgment or
Settlement or any other amount that is awarded or received in connection with any
such action shdl be gpplied and distributed in accordance with the expressterms
and conditions of the Transaction Documents relating to such Instruments or Policy,
assuming, solely for the purpases of determining the priority of FGIC to receive
such amount in accordance therewith, that FGIC has not complied with its payment
obligations under the related Policy; and

(iv)  shdl not be ableto exercise any right that it has or may have to compromise, settle
or release any clam that the Trustee (or the reated trust) or any such holder may
have with respect to any failure to perform any such Trust Loan Repurchase
Obligation, including such holder’ srightsto direct or otherwise cause the Trustee
or any Servicer to take any such action, unless and until (x) such holder or the
Trustee (as gpplicable) has provided ferty-fiveten (4510) Business Days' prior
written notice to FGIC (which notice shall identify the applicable Policy and
contain adescription of the materid terms and conditions of the proposed
compromise, settlement or release) and, at FGIC' s request, such request to be
provided within such ferty-fiveten (4510) Business Day period, has consulted with
FGIC concerning the terms and conditions of such compromise, settlement or
release and (y) the terms of the definitive documentation for the proposed
compromise, settlement or release expressly provide that such compromise,
Settlement or release does not, and is not intended to, compromise, settle or release
al or any portion of any FGIC Direct Clams, including FGIC Direct Clamsin
connection with the transaction to which such compromise, settlement or release
relates.

(b)  Notwithstanding Section 3.7(a) above, FGIC shall retain and may exercise any right
or remedy it has or may have under such Policy or any Transaction Document relating to
such Policy or the Instrumentsinsured by such Policy to enforce any Trust Loan Repurchase
Obligation or to assert, investigate, compromise, settle or release any Cause of Action that
the Trustee (or the rdated trust) or the holders of such Instruments may have with respect to
any failure to perform any such Trust Loan Repurchase Obligation, including its rightsto
direct or otherwise cause the Trustee or any Servicer to take any such action, in each case
giving effect to Section 3.5 above. Should FGIC seek to exercise any such right or remedy
to enforce any Trust Loan Repurchase Obligation, FGIC:

) shdl provide the gpplicable Trustee with ten (10) Business Days' prior written
notice before (X) requesting or demanding that any originator or other responsible
party perform any Trust Loan Repurchase Obligation (which notice shal identify
the applicable Policy and contain alisting of the mortgage |oan numbers or other
identifier of the mortgages or other loans subject to, and the generd basisfor, such
request or demand) or (y) filing any complaint, demand, or summons and notice
relating to, or any other legal document beginning, alawsuit, arbitration, mediation
or other proceeding asserting any Cause of Action with respect to any failureto
performaTrust Loan
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Repurchase Obligation (which notice shall identify the applicable Policy and
contain adescription of such Causes of Action to be asserted);

(i) to the extent FGIC makes any request or direction to the Trusteeto take or refrain
from taking any action relating to a Trust Loan Repurchase Obligation, FGIC shall
include therewith, to the extent entitled to do so under the relevant Transaction
Documents, arequest or direction that the Trustee provide notice of any such
request or direction to the holders of the related Instruments; provided, however, that
subject to Section 3.7(b)(iii) below, neither such request by FGIC, nor any
determination by the Trustee, to provide notice to such holders shall entitle the
Trustee to withhold, delay or condition its compliance with any such request or
direction by FGIC;

(iii)  shdl not be entitled to exercise any right that it has or may have under such Policy
or any such Transaction Document to compromise, settle or release any Cause of
Action that the Trustee (or the related trust) or such holders may have with respect
to any failure to perform any such Trust Loan Repurchase Obligation, including its
rightsto direct or otherwise cause the Trustee or any Servicer to take any such
action, unless and until (xX) FGIC has provided written notice to the Trustee of the
proposed compromise, settlement or re ease (which notice shal identify the
gpplicable Policy and contain a description of the materid terms and conditions of
the proposed compromise, settlement or release) and (y) (1) the Requisite Holders
have directed the Trustee to support or enter into such compromise, settlement or
release or (2) in the absence of such direction, the Trustee, having provided such
notice to the holders of the Instrumentsinsured by such Policy, has not received
objections from holders of at least twenty-five percent (25%) of the outstanding
principa amount of the Instrumentsinsured by such Policy within forty-five (45)
days after the date that FGIC provided such noticeto the Trustee. In the event that
the Trustee receives any direction satisfying the requirements of Section
3.7(b)(iii)(y)(1) above, the Trustee shdl promptly provide FGIC with notice
thereof and shall promptly comply with FGIC’ sdirection. In the event that the
Trustee receives an objection satisfying the requirements of Section
3.7(b)(iii)(y)(2) above, the Trustee shdl promptly provide FGIC with notice
thereof, whereupon FGIC sdi rectl on shdl be cons dered wﬁhdramand%he

(iv)  shal bedeemedto agree, that any amount a Trustee receivesin a compromise,
Settlement or release pursuant to Section 3.7(b)(iii) shdl be applied and digtributed in
accordance with the express terms and conditions of the relevant Transaction
Documents, assuming, soldy for the purposes of determining the priority of FGIC to
receive such amount in accordance therewith, that FGIC has not complied withits
payment obligations under the rdated Policy.
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(© If any direction relating to an action specified in Section 3.7(b) above provided to the
Trustee or any Servicer by FGIC (other than directionsto settle, release or compromise
clamswhich shal be governed by Section 3.7(b)(ii) above) conflicts with any direction
relaing to such action specified in the preceding Section 3.7(a) provided to the Trustee or
such Servicer by-the Reguisite Heldersor with any incons stent action decided upon by the
Trustee prior to the Trustee or such Servicer taking the action as so directed by FGIC, (x) the
Trustee shdl promptly notify FGIC inwriting of such esnfhicting directioncontlict, (y) the
Trustee, suehthe directing holders (if any) and FGIC shal promptly meet to discussthelr
respective directions and seek in good faith to resolve their differences, and (2) if they are
unableto resolve their differences within ten (10) Business Days theregfter, the direction-of-

sdeh-helders shatl-eontrol-whereupon-FGIC shall be deemed to have withdrawn its
direction.

(d) Nothing in the Plan, including the foregoing provisons of this Section 3.7, shdl or is
intended to in any manner prevent, limit, restrict or otherwiseimpair FGIC a any time
from asserting, pursuing, enforcing, investigating, compromising, settling, releasing (on its
own behalf, for its own account and in its sole discretion) or impose any additiond
obligations (including the giving of any notice) with respect to any and dl FGIC Direct
Clamsin the same manner and to the same extent as FGIC would have been ablein the
absence of the Rehabilitation and the Rehabilitation Circumstances. If FGIC completesthe
settlement of any FGIC Direct Clams against any |oan originator or other responsible party
in any RMBS transaction or transactions to cure, substitute or repurchase any defective
mortgage or other loan pursuant to which FGIC receves a settlement payment in an
amount greater than $25 million, FGIC shal promptly thereafter notify the Trustee or
Trustees of the transactions that included such loans; provided, however, that FGIC shall
not have any obligation to provide such noticeif FGIC isrestricted by contract from
disclosing to the Trustee or Trustees the existence of such settlement or any of itsterms.

ARTICLE IV.
CLAIM ADMINISTRATION AND DISTRIBUTIONS

4.1 Clam Administration Generaly.

Following the Effective Date, FGIC shdl be responsible for administering, reviewing,
verifying, reconciling, objecting to, compromising or otherwise resolving all Claims not resolved prior
to the Effective Date, in each casein compliance with the Plan and any NY SDFS Guidelines.

4.2 Secured Claims and Administrative Expense Claims.
A. Submission of Secured Claims and Administrative Expense Claims.

All Secured Clamsand Adminigtrative Expense Clams shdl be submitted to FGIC in
writing in the ordinary course of business and in accordance with, and including such information
required by, the provisons of the underlying FGIC Contract (if applicable) giving riseto such Clam.
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B. Reconciliation of Secured Claims and Administrative Expense Claims.

FGIC shdl evauate each submitted Secured Claim and Adminigtrative Expense Clamto
determine whether and to what extent such Claim should be Permitted. If FGIC determinesthet al or
part of such Claim should not be Permitted, such Claim shall congtitute a Disputed Claim and be
resolved pursuant to Section 4.6 hereof.

4.3 Policy Claims.
A. Submission of Policy Claims.

Each holder of aPalicy Claim, including Policy Claims arising but not submitted to FGIC prior
to the Effective Date, shall submit to FGIC dl information required by the applicable Policy for
submission of aClaim thereunder and afully completed and duly executed Proof of Policy Claim Form
by thelater of (i) one year from the date the Policy Claim arose and
(ii) ninety (90) days after the Effective Date. Each holder of a Policy Claim submitted to FGIC prior to
the Effective Date that remains unpaid in whole or in part as of the Effective Date shal resubmit such
Policy Claim using afully completed and duly executed Proof of Policy Claim Form, together with all
information required by the applicable Policy for submission of a Policy Claim thereunder, within ninety
(90) days after the Effective Date (the “Claims Resubmisson Deadling’). Any Policy Clam not timely
submitted pursuant to the foregoing sentences, including unpaid Policy Claims submitted prior to the
Effective Date but not resubmitted by the Claims Resubmission Deadline, shdl be trested-asconsdered
alLate-Hled Clam rather than aPolicy Clam.

B. Reconciliation of Policy Claims.

FGIC shall evaluate each submitted Policy Claim (including each L ate-Filed Claim) to
determine whether and to what extent such Claim should be Permitted. If FGIC determines that
all or part of such Claim should not be Permitted, such Claim (or the relevant portion thereof)
shall constitute a Disputed Claim and be resolved pursuant to Section 4.6 hereof.

4.4 Non-Policy Claims.
A. Submission of Non-Policy Claims.

The deadlinefor dl holders of Non-Policy Clamsto mail Proofs of Claimto FGIC at 125
Park Avenue, New York, NY 10017 (Attention: General Counsdl) shall be no later than ninety
(90) days after the Effective Date (the “Bar Date”). All Non-Policy Claims for which a Proof of
Claim is not submitted to FGIC as provided herein by the Bar Date shall be treated as Late-Filed
Claims, rather than Non-Policy Claims. Nothing in this Section 4.4(A) requires aholder of aNon-
Policy Clam that timely submitted such Non-Policy Claim to FGIC asaProof of Claim prior to
the Effective Date to resubmit such Non-Policy Claim to FGIC.

B. Reconciliation of Non-Policy Claims.

FGIC shdl not be required to evaduate any Non-Policy Claim unless and until it determinesin
its reasonabl e estimation, in consultation with the NY SDFS, that thereis asubstantia likelihood that
sufficient assets will be available to make a distribution on account of
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Non-Policy Claims. If FGIC determines, in consultation with the NY SDFS, that thereis asubstantid
likelihood that sufficient assetswill be available for Non-Policy Claims, reconciliation of Non-Policy
Clams shdl be subject to Sections 4.1 and 4.6 hereof; provided, however, that the Objection Deadline
in clause (x)(b) of Section 4.6 hereof shdl run sixty (60) days from the date FGIC posts notice of such
likelihood on the Policyholder Information Center.

4.6 Reconciliation of Disputed Claims.

FGIC may object to dl or part of any Claim on any reasonable ground, including (i) a
clamant’ sfalureto provide sufficient information to evaluate aClaim, (i) that al or part of aClamis
not a Permitted Claim pursuant to Section 4.10 hereof, (iii) that dl or part of aClaimisalate-FHled
Claim or (iv) that the holder of such Claim or any party to the transaction relating to such Claimisin
violation of the Plan or the injunctive relief in Section 7.8 hereof. To do so, FGIC shall providethe
holder of the Claim with written notice of the substance of its objection to such Claim (an “ Objection”)
within thelater of (x) Sixty (60) days following the later of (8) the date of the proper submission to
FGIC of such Claim in accordance with the terms of the Plan and (b) the Effective Date, (y) the
deadlineg, if any, specified for such Objection in the underlying FGIC Contract or Transaction
Document giving riseto such Claim, if any, or (z) such other applicable period fixed by the Court (the
“Objection Deadling”’). The Objection shal set forth the amount of the Claim that FGIC objectsto and
the amount, if any, that FGIC believes should be Permitted. No later than the later of (a) forty-five (45)
days after FGIC sends (by email, overnight mail or other form of mailing containing proof of
transmission) the Objection to the holder of such Claim and (b) the deadline, if any, specified for such
response in the gpplicable FGIC Contract or Transaction Document giving rise to such Claim (the
“Response Deadling’), the holder of the Claim, if it opposes the Objection, shal send to FGIC awritten
response to the Objection (the “Response”). Each Response must st forth the facts and the legal bases,
if any, for the opposition and the reasons why the Claim should be Permitted in a greater amount than
gated in the Objection. If no Responseis sent by the holder of such Claim on or prior to the Response
Deadline, the Claim shall be Permitted in the gpplicable amount set forth in the Objection without order
of the Court. If aResponse is submitted on or prior to the Response Deadline, FGIC shdl have thirty
(30) days after receipt of the Response to determine whether and in what amount the Claim should be
Permitted in whole or in part and shall notify the holder of the Claim of its determination by email,
overnight mail or other form of mailing containing proof of transmission (the“FGIC Claim
Determinaion”). The holder of the Clam hastheright to chdlenge the FGIC Clam Determinaionin a
court of competent jurisdiction so

10
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long as such chalengeisinitiated within sixty (60) days of FGIC's sending of the FGIC Claim
Determination; provided, however, thet if the determination of any Claim involvestheinterpretation,
implementation or enforcement of the Plan, the Court shall be the exclusive venue for any party to

challengethevdldlty of any FGIC Clam Determl nalommaeeuFLeLeempamHtMetmnmdepsa

Determl natl onis not chd I enged by the hoI der of the Clamas prow ded inthe second preceding
sentence, the Claim shdl be Permitted in the amount set forth in the FGIC Claim Determination. No
demand for documents or information and/or the failure to provide requested documents or information
shall have the effect of staying or tolling any time period or deadline set forth in this Section 4.6.

4.7 Payment of Claims.
A. Payment of Claims Generally.

FGIC shdl onIypayaCIamtotheextent that such Clam becomes a Permitted Clam inwhole

preeeelureseeteﬁerthhe:em Any and dl Clamscovered by the Han, asdeecrlbed in Sectlon 11 hereof
shall beresolved and paid solely pursuant to the Plan. In particular, the holders of Permitted Claims shdll
have no rights against FGIC on account of such Claims other than the trestment provided for such
Clamsunder the Plan.

B. No Duplicative Recovery.

No holder of aClaim shall be entitled to receive distributions on account of its Permitted
Claim that exceed 100% of the amount of such Permitted Claim; provided, however, that this shall not
limit the payment of any DPO Accretion by FGIC in accordance with the provisions of the Plan.
Furthermore, if and to the extent that the holder of a Permitted Claim receives payment in full or in
part on account of such Permitted Claim from a Person that is not FGIC (such Person, a“Non-FGIC
Payor™), FGIC shdl reduce (i) the DPO with respect to a Permitted Policy Claim and (i) distributions
on account of a Permitted Claim (other than a Permitted Policy Claim); provided, however, FGIC shall
not reduce DPO or digtributions, as applicable, to the relevant Non-FGIC Payor on account of such
Permitted Claim if and to the extent such NonFGIC Payor becomes a subrogee of the holder of such
Permitted Claim as aresult of such payment; and provided, further, that this sentence shall not modify
any terms of the Plan regarding FGIC Payments.

C. Payment of Permitted Secured Claims.

Promptly following FGIC' sdetermination that dl of a Secured Claimis Permitted, FGIC shdll,
from the collateral securing such Claim, pay in Cash such Claim pursuant to the terms of the underlying
FGIC Contract (if gpplicable) giving riseto such Clam. If aportion of a Secured Claim is disputed,
FGIC shdl have no obligation to pay any portion of such Secured Claim unless and until the Clamis
Permitted pursuant to Section 4.6 hereof. Promptly following the date, and to the extent, such Secured
Claim, as gpplicable, is Permitted pursuant to Section 4.6 hereof, FGIC shdl, from the collaterd
securing such Secured Claim pay in Cash the Permitted

11
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Secured Claim pursuant to the terms of the underlying FGIC Contract (if applicable) giving rise to
such Claim.

D. Payment of Permitted Administrative Expense Claims.

Promptly following FGIC’ s determination that al of an Administrative Expense Claimis
Permitted, FGIC shdl pay in Cash such Claim pursuant to FGIC’'s normal business practices. If aportion
of an Administrative Expense Claim is disputed, FGIC shall have no obligation to pay any portion of
such Administrative Expense Claim unless and until the Claim is Permitted pursuant to Section 4.6
hereof. Promptly following the date, and to the extent, such Administrative Expense Claim is Permitted
pursuant to Section 4.6 hereof, FGIC shall pay in Cash the Permitted Administrative Expense Claim
pursuant to FGIC' s norma business practi ces.

E. Payment of Permitted Policy Claims and Late-Filed Claims.

Promptly following FGIC’ s determination that all or part of aPolicy Claim or Late-Filed
Claim is Permitted, FGIC shall pay such Claim pursuant to the Restructured Policy Terms. With
respect to each payment, FGIC shall indicate to the applicable Policyholder the Policy Claim or Late-
Filed Claim to which such payment rel ates. Payments with respect to a Permitted Policy Claim or
Late-Filed Claim consisting of both principal and interest payments insured by the related Policy shall
be applied by the holder of such Permitted Policy Claim or Late-Filed Claim against principa and

mterest amounts pursuant to the applicable terms (|f any) of the reI ated Transaction Documents LL&

date and to the extent, such Pollcy CIa| m or LateFlled Clalm IS Permltted pursuant to Section 4.6
hereof, FGIC shall pay the Permitted Policy Claim or Late-Filed Claim pursuant to the Restructured
Policy Terms.

F. Payment of Permitted Non-Policy Claims-ane-Late-FHed-Claims.

Promptly following FGIC' s determination that all of aNon-Policy Claim-er-Late-Fited-Claim
is Permitted, FGIC shall pay such Claimits pro rata portion of Cash that is available for ditribution to
Non-Policy Claimser-Late-Fied-Claims, as applicable. If aportion of a Non-Policy Slaim-erLate-
FHed-Claim is disputed, FGIC shdl have no obligation to pay any portion of such Claim unlessand
until the Claim is Permitted pursuant to Section 4.6 hereof. Promptly following the date, and to the
extent, such Non-Policy Claim erLate-Fited-Claim-is Permitted pursuant to Section 4.6 hereof, FGIC
shall pay the Permitted Claim its pro rata portion of Cash that isavailable for distribution to Non-
Policy Claims-erLate-Filed-Claims, as applicable.

4.8 Alternative Resolution of Claims.

Nothing in the Plan shal limit the ability of FGIC to resol ve after the Effective Date, without
further Court approva, any Claim through the consensud arrangement, negotiation, execution and
effectuation of an amendment, restructuring, reinsurance, refinancing, purchase, repurchase,
termination, settlement, commutation, tender, synthetic commutation or tear-up or any smilar
transaction that results in the extinguishment or reduction of FGIC'sliability, in respect of (i) al or part
of any Palicy, (ii) dl or part of the underlying obligation or obligationsinsured by any such Palicy or
(iii) the underlying Instrument, contract or arrangement, if any,

12
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giving riseto such Claim (each of (i), (ii) and (iii), an “Alternative Resolution”), subject to the
following requirements:

@ FGIC shdl determinein its reasonable business judgment that the Alternative
Resolution isfair and equitable to the interests of the Policyholders generally and not reasonably
likely to result in areduction of the CPP; and

(b) FGIC shal comply with the notice requirements of clause (i) of Section 7.10(d)
hereof.

4.9 Setoffs.

Except to the extent otherwise specified in the Plan, FGIC may set off in whole or in part against
any Permitted Claim or any distribution to be made under the Plan on account of such Permitted Claim,
all amounts FGIC reasonably determinesto be owed to it under Causes of Action that FGIC may have
against the holder of such Permitted Claim that are not otherwise waived, released or compromised
pursuant to the Plan. Neither the failure to effect such a setoff nor the determination that any Claimis
Permitted shall constitute awaiver or release by FGIC of any such Causes of Action, notwithstanding
any compul sory counterclaim rules or requirements to the contrary.

4,10 Certain Claims Not Permitted.

A Permitted Claim shal not include any (i) interest on such Claim to the extent accruing or
maturing on or after the Commencement Date, (ii) interest on the amount of any interest, principal or
other amounts payable in respect of an insured obligation, which was the subject of a Permitted Policy
Claim and satisfied with DPO rather than Cash pursuant to Section 2.3 hereof, (iii) punitive,
consequential, specia or exemplary damages, (iv) fine, pendty, tax or forfeiture, including default or
penalty interest or interest on interest purported to be imposed on the Claim or on the related insured
obligation, if any, (v) payment obligation of FGIC or underlying obligation or risk of lossinsured by
FGIC that has, in either case, been released, satisfied, terminated, commuted, novated or otherwise
extinguished (pursuant to the Plan or otherwise),
fw#h- (vi) award or reimbursement of attorneys’ fees or related expenses or disbursements on, or

in connection with, any Claim, except for any indemnity pursuant to Section 7.5 hereof,

£48- (vii) amount payable in respect of the termination of a CDS or other swap agreement in
contravention of Section 7.8(d) hereof (whether calculated on the basis of “Market Quotation,”
“Loss,” “Close-out Amount” or other methodologies), or (viii) any Slaim-erportion thereofof a
Claim that is a Duplicate Claim-er{ix}-any-Claim-or-portion-thereof-artsing-directhy-or-indirecthy-
from-any-of the foregoing.
4.11 Address or Account for Delivery of Plan Distributions/Unclaimed
Distributions.

Any distributions made under the Plan to aholder of a Permitted Claim shall be made at the
address or account of such holder as set forth on the Proof of Claim or Proof of Policy Claim Form
submitted by such holder, as applicable. If any distribution under the Plan isreturned as undeliverable,
FGIC shdl use reasonable efforts to determine the current address of such holder, but no distribution to
such holder shdl be made unless and until FGIC has determined the then-

13
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current address of such holder, at which time such distribution shall be made to such holder without
interest from the original distribution date through the new distribution date; provided that if the current
address of such holder remains unknown for long enough for such distribution to become abandoned
property pursuant to then-applicable law, such undeliverable distribution shall become abandoned
property and be dealt with pursuant to then-applicable law.

4.12 Time Bar to Cash Payments.

Any checksissued in respect of Permitted Claims shall be null and void if not negotiated
within one hundred and eighty (180) days after the date of issuance thereof. Requests for reissuance of
any voided check shall be made directly to FGIC by the holder of the Permitted Claim to whom such
check was originally issued, provided that such request must be made before the applicabl e distribution
becomes abandoned property pursuant to then-applicable law.

4.13 Rights of Subrogation.

Any contractual right to subrogation that FGIC may have under or with respect to any Policy
or related FGIC Contract or Transaction Document shall be for an amount equal to the Cash that
FGIC ultimately pays thereunder or with respect thereto, including with respect to any Permitted
Policy Claims under such Policy (including as aresult of future CPP increases that may occur
following any initial payment of Cash with respect to such Permitted Policy Claims), excluding any
Cash paymentsin respect of DPO Accretion for such Policy.

ARTICLE V.

CONTRACTSAND LEASES

5.1 Treatment of Contracts and L eases.

Unless included on the Schedule of Terminated Contracts and Leases or terminated during
the Rehabilitation Proceeding, all contracts and leases in existence as of the Effective Date shall
continuein full force and effect after the Effective Date and any defaults thereunder shall be cured to
the extent provided by the Plan. All contracts and leases listed on the Schedul e of Terminated
Contracts and Leases shall terminate on the Effective Date.

5.2 Inclusiveness.

Unless otherwise specified on the Schedule of Terminated Contracts and L eases, each
contract and lease listed therein shal include any and all modifications, amendments, supplements,
restatements or other agreements made directly or indirectly by any agreement, instrument or other
document that in any manner affects such contract or lease, without regard to whether such
agreement, instrument or other document islisted on such schedule.

5.3 Bar Date for Filing Proofs of Claim Relating to Contracts and L eases
Terminated Pursuant to the Plan or During the Rehabilitation Proceeding.

If acounterparty believes that termination of its contract or lease pursuant to the Plan or during
the Rehabilitation Proceeding givesriseto aClaim (a“ Termination Damage Claim”),

14
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such counterparty may submit a Termination Damage Claim in the form of a Proof of Claim. All such
proofs of Claim must be mailed to FGIC at 125 Park Avenue, New York, NY 10017 (Attention:
General Counsel) by the Bar Date. All such Proofs of Claim not submitted as provided above by the
Bar Date shall be treated as Late-Filed Claimsfor all purposes.

Termination Damage Claims shall be treated as Non-Policy Claims and are subject to
reconciliation by FGIC pursuant to Sections 4.1 and 4.6 hereof.

ARTICLE VI.

EFFECTIVE DATE

6.1 Conditions Precedent to the Effective Date.

The Effective Date shall not occur and the Plan shall not become effective unless and until
the following conditions are satisfied in full or waived pursuant to Section 6.3 hereof:

@ The Plan Approval Order shall have been signed;
(b) The Plan Approva Order shall have become aFinal Order;

(© The Court shall have approved the form of amended and restated charter, the form of
amended and restated by-laws, the Novation Agreement and each CDS Commutation Agreement;

(d) The FGIC Corp. Plan shall have become effective;

(e All actions, agreements, authorizations, consents, letters, opinions, instruments and
other documents necessary to implement the Plan shall have been obtained, effected or executed and
delivered, as applicable, in form and substance satisfactory to the Rehabilitator, and shall not have
been revoked;

() The Rehabilitator or FGIC shall have received from each taxing authority to
which application for aruling has been made in connection with the Plan or the FGIC Corp.
Chapter 11 Case such ruling in form and substance satisfactory to the Rehabilitator in his sole
discretion;

(9 No Legal Proceeding shall have been instituted or threatened, to the knowledge of the
Rehabilitator, nor shall any claim or demand have been made against the Rehabilitator, FGIC or any
other Person seeking to restrain, prohibit or obtain damages with respect to the consummation of the
transactions contemplated by the Plan or the FGIC Corp. Plan, and there shall not be in effect any
Final Order restraining, enjoining or otherwise prohibiting the consummation of the transactions
contemplated hereby or thereby;

(h) No actua or threatened event, circumstance, condition, fact, effect or other matter
exists, to the knowledge of the Rehabilitator, that, individualy or in the aggregate with any other such
event, circumstance, condition, fact, effect or other matter, has had or could reasonably be expected to
have, as determined by the Rehabilitator in his sole discretion, an adverse effect on
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the viability or implementation of the Plan or treatment of Claims pursuant to the Plan following the
Effective Date; and

0] The Rehabilitator shall have determined in his sole discretion that, after giving
effect to the Plan and transactions contemplated hereby, the purposes of the Rehabilitation will
have been fully accomplished.

6.2 Notification of Effective Date.

Upon the occurrence of the Effective Date, the Rehabilitator shall file a notice with the
Court and post a notice on the Policyholder Information Center indicating the occurrence of the
Effective Date.

6.3 Waiver of Conditions.
Each of the conditions precedent in Section 6.1 hereof, other than Section 6.1(a), may be
waived, in whole or in part, by the Rehabilitator in his sole discretion. Any such waiver(s) may be

effected at any time, without notice, leave or order of the Court or any formal action.

ARTICLE VII.

EFFECT OF EFFECTIVE DATE

7.1 Discharge.

@ Permitted Claims. Permitted Claims (irrespective of when arising, brought against
FGIC or Permitted) shdl be treated solely pursuant to the Plan and such treatment shall effect afull
and compl ete release, discharge and termination of any liens or other claims, interests or
encumbrances upon the FGIC Parties with respect to such Permitted Claims.

(b) Non-Permitted Claims. All liens and other claims, interests and encumbrances upon
the FGIC Parties with respect to any Claim or portion thereof that is not Permitted shall be released,
discharged and terminated as of the date and to the extent such Claim is ultimately determined not
to be Permitted pursuant to Section 4.6 hereof.

7.2 Releases.

Effective as of the Effective Date, the FGIC Parties shall release unconditionally and forever
each of (i) the NYLB, (ii) the NYSDFS, (iii) the Rehabilitator, (iv) the attorneys, agents, advisors and
representatives (collectively, the “ Representatives’) and employees of each of the NYLB, the
NY SDFS and the Rehabilitator, and any advisors retained by the Representatives of the foregoing, (V)
the Representatives of FGIC and any advisors retained by any of such Representatives, in each case
solely with respect to services provided on or after November 24, 2009 and (vi) those directors,
officers, and employees of the FGIC Partieswho served or were employed by the FGIC Partiesin
such capacity on or after November 24, 2009, from any and all Causes of Action based in wholeor in
part on any act, omission, transaction, event or other occurrence taking place on or prior to the
Commencement Date and arising from or relating to the operation of FGIC or the Rehabilitation
Proceeding (including the Rehabilitation
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Circumstances, the commencement of the Rehabilitation Proceeding, the preparations therefor,
negotiations relating thereto, any restructuring work relating thereto and preparation of the Plan)
(collectively, the “Released Causes of Action”); provided that the foregoing shall not affect the
ligbility of any such Person that otherwise would result from any act or omission that is determined
by aFina Order to constitute willful misconduct, gross negligence, intentiona fraud, criminal
conduct, intentiona unauthorized misuse of confidential information that causes damages or ultra
vires acts.

7.3 Exculpation.

Effective as of the Effective Date, each of (i) the FGIC Parties, (ii) the NYLB, (iii) the
NY SDFS, (iv) the Rehabilitator, (v) the Representatives and employees of each of the FGIC Parties,
the NY LB, the NY SDFS and the Rehabilitator, and any advisors retained by the Representatives of the
foregoing, and (vi) directors and officers of the FGIC Parties (collectively, the “ Exculpated Parties’),
are exculpated from any and dl Causes of Action based in whole or in part on any act, omission,
transaction, event or other occurrence taking place on or after November 24, 2009 arising out of, in
connection with or otherwise relating to the Rehabilitation Proceeding (including the commencement
of the Rehabilitation Proceeding, the preparation therefor, negotiations relating thereto, any
restructuring work relating thereto, any Court orders sought or obtained, and the administration of the
Rehabilitation Proceeding), the Disclosure Statement (including the Disclosure Statement’s
formulation, negotiation, preparation and dissemination), the Plan (including the Plan’s formulation,
negotiation, preparation, dissemination and approval) or any contract, instrument, document or other
agreement entered into as part of or pursuant to the Plan (collectively, the “ Excul pated Causes of
Action”); provided that the foregoing shdl not affect the liability of any such Person that otherwise
would result from any act or omission that is determined by a Final Order to constitute willful
misconduct, gross negligence, intentiond fraud, crimina conduct, intentiona unauthorized misuse of
confidentia information that causes damages or ultra vires acts.

7.4 No Liability for Information Provided by Trustees.

Effective as of the Effective Date, none of the Exculpated Parties shal be subject to any liability,
directly or indirectly, for or in connection with (i) the completeness or accuracy of any information
provided or published a any time by any corporate or other trustee or other Person or any failure of any
corporate or other trustee or other Person to provide or publish a any time any informetion or (ii) any
alocation, payment or distribution of any cash flows, recoveries, other funds, trust property or other
property or proceeds, or any failureto make or pay the same, or any other action or inaction, a any time
by any corporate or other trustee or other Person.

7.5 Indemnity.

@ FGIC shall indemnify and hold harmless each of (i) the NYLB, (ii) the NY SDFS,
(iii) the Rehabilitator, (iv) the respective Representatives and employees of each of theNYLB, the
NY SDFS and the Rehabilitator, and any advisors retained by the Representatives of the foregoing and
(v) those directors, officers and employees of the FGIC Partieswho served or were employed by the
FGIC Partiesin such capacity on or after November 24, 2009, against any and all Losses arising from
any Released Causes of Action and Excul pated Causes of Action
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other than to the extent that such Losses result from any act or omisson by such Personthat is
determined by a Find Order to congtitute willful misconduct, gross negligence, intentiond fraud,
crimind conduct, intentiond unauthori zed misuse of confidentia information that causes damages or
ultraviresacts. FGIC shdl use commercially reasonable effortsto obtain payment under any available
insurance with respect to such indemnification.

(b FGIC shall indemnify each Indemnified Trustee for any Losses incurred by such
Indemnified Trustee arising from its compliance with the express terms and conditions of the Plan or
any direction given to it by FGIC pursuant to the rlevant FGIC Contract or Transaction Document (in
each case, excluding Losses resulting from gross negligence or willful misconduct of such Indemnified
Trustee); provided, however, that (i) no amounts shal be payable by FGIC pursuant to this Section
7.5(b) to any Indemnified Trustee to the extent that the same is relmbursablereimbursed to it under or

pursuant to any of the Tratsa:tlon Documents mdtheteaﬁeeameentﬁandswthpnentyundepthe

B (| |) FGIC shdl not |ndemn|fy any Indernn|f| ed Trustee for any
action taken or not taken at the direction of any Person other than FGIC, (iii) for purposes of this

Section 7.5(b), any Indemnified Trustee' s compliance with the express terms and conditions of the Plan
or of any direction given to it by FGIC pursuant to the relevant FGIC Contract or Transaction
Document shal be deemed to not congtitute gross negligence or willful misconduct and (iv) prempthy-
afterrecavingnetice from-any Indemnified Trustee shal promptly notify FGIC of the commencement

of any Legal Proceeding againgt such Indemnified Trustee which may result in such Indemnified
Trustee sincurrence of any Loss contempl ated under this Sectl on 7 5(b)—FG+Gmeg+eleeLteeeeemethe

and in the event thet (x) such Indemn|f|ed Trusteefa Isto promptly notlfy FGI C of the commenoement
of any such Lega Proceeding and (y) FGIC ismaterialy adversely affected by such failure to promptly
provide such notice, FGIC shdl not be required under this Section 7.5(b) to indemnify such
Indemnified Trustee for any such Lossrdating to such Lega Proceeding. Actions taken in accordance
with the Plan by any Indemnified Trustee shdl be deemed not to be aviolation of any provisionin, or

duty arlsmg out of any FGIC Contract or Tranmlon Document Ihemdemnltyhprewdedmthts

7.6 Termination of Rehabilitation Proceeding.

The Rehabilitation Proceeding shal terminate on the Effective Date. Upon termination of the
Rehabilitation Proceeding, the 1310 Order shdl belifted and FGIC shal resume
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possession of its property and the conduct of its business, subject to the limitations described in the
Plan.

7.7 Termination of Duties of Rehabilitator.

On the Effective Date, the Rehahilitator shal be discharged of adl duties as Rehabilitator and
the Rehabilitator’ s employees and appointed agents shall be discharged of their duties, if any, with
respect to al mattersrelated to the rehabilitation of FGIC. The Rehabilitator, the NY LB and each of
their respective employees and Representatives shall have no liability for actions taken by FGIC after
the Effective Date.

7.8 Injunctive Relief.
From and after the Effective Date, al Persons shall be prohibited from:

@ commencing, continuing, advancing or otherwise prosecuting any Legal Proceeding
against any Excul pated Parties with respect to the Rehabilitation Proceeding, the Rehabilitation
Circumstances, any Policy Claim, any other Claim that arose or relates to the period prior to the
Effective Date or any Equity Interestsin existence as of the Commencement Date, in each case other
than to enforce the terms of the Plan, challenge a FGIC Claim Determination or chalenge FGIC's
declaration of aPolicy Crystalization Event;

(b) taking any stepsto transfer, foreclose, sell, assign, garnish, levy, encumber, attach,
dispose of, exercise or enforce purported rightsin or against any claimed interest in any property or
assets of FGIC with respect to, or otherwise recover or collect payment on, other than in accordance
with the Plan, (i) any Policy Claim or (ii) any other Claim that arose or relates to the period prior to
the Effective Date;

(0 withholding or continuing to withhold, subordinating, failing to pay, setting-off or
taking similar action with respect to FGIC Payments owed (or that would have been or would be owed
but for the Rehabilitation or the occurrence or existence of any of the Rehabilitation Circumstances), to
the FGIC Parties under any FGIC Contract, or any Transaction Document executed in connection with
theissuance of or entry into such FGIC Contract or related to such FGIC Contract or any obligations
insured or covered thereby, regardless of the existence of any provisionsin such FGIC Contract or
Transaction Document that would or may otherwise permit such withholding, subordination, failure to
pay, setting-off or similar action;

(d) (i) terminating, accelerating, liquidating, closing out, collecting on, claiming againgt,
making any demand or delivering any notice under, or otherwise exercising or enforcing rights or
remedies or taking any action under or with respect to, or attempting to terminate, acce erate, liquidate,
close out, collect on, claim against, make any demand or deliver any notice under, or otherwise exercise
or enforce rights or remedies or take action under or with respect to any FGIC Contract or any
Transaction Document executed in connection with the issuance of or entry into such FGIC Contract or
related to such FGIC Contract or any obligationsinsured or covered thereby, on the basis of the
Rehabilitation or the occurrence or existence of any of the Rehabilitation Circumstances, regardless of
the existence of any provisionsin such FGIC Contract or Transaction Document that would or may
otherwise permit or require such termination, acceleration, liquidation, closing out, collection, claim,
demand, notice, exercise,
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enforcement or action, and/or (ii) asserting aClaim as aresult of any such actual or attempted early
termination of any FGIC Contract, including any Claim based on the termination of aCDS or other
swap agreement (whether ca culated on the basis of “Market Quotation,” “Loss,” “Close-out Amount”
or other methodologies) under or in relation to such FGIC Contract;

(e {Hactingor proceeding in any manner, in any place whatsoever, that does not
conformto or comply with the provisons of the Plan, including any Exhibits hereto;

(f)  {grwithholding, failing to pay, setting-off, or taking sSimilar action with respect to any
portions of reinsurance and other obligationsto FGIC for reinsurancein respect of Policiesthat are due
and owing, or would be due and owing had the Rehabilitation Proceeding not terminated, or would
otherwise be due and owing in the absence of the Rehabilitation and the occurrence or existence of any
of the Rehabiilitation Circumstances,

(@  {hyseekingto acquire, acquiring or exercising voting or other corporate governance
rights pursuant to or under the Preferred Stock until such timeasthe NY SDFS, initssole discretion,
determines such injunctiverdief isno longer necessary; and

(h)y  {Hpursuing any Releasad Cause of Action or Exculpated Cause of Action.

Nothingin the Plan, including Section 7.8(a) hereof, shdl prohibit aholder of aClaim from assarting a
Clam pursuant to the Plan, other than as provided in Section 7.8(d) hereof, or preclude or impair any
holder of aPermitted Claim from bringing an action in the Court against
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FGIC to compel the making of distributions contemplated by the Plan on account of such Permitted
Claim after such distributions shall have become due and payabl e pursuant to the Plan but remain
unpaid by FGIC.

7.9 Preservation of Causes of Action.

Following the Effective Date, FGIC shall retain and may (but is not required to) prosecute,
settle, release, compromise or enforce any and all Causes of Action not released or excul pated
pursuant to the Plan. FGIC shall determine, in its sole discretion, whether to bring, settle, release,
compromise or enforce any rights with respect to such Causes of Action. FGIC shal provideto the
NY SDFS thirty (30) days written notice (or such advance notice asthe NY SDFS may agreeto, on a
case-by-case basis) before settling, releasing or compromising any Causes of Action where FGIC's
claims would be expected to exceed $25 million (or such other amount asthe NY SDFS may agree to).
FGIC shall obtain the written approval of the NY SDFS if any such settlement, release or compromise
would result in a payment by FGIC of $10 million (or such other amount asthe NY SDFS may agree
to) or more. FGIC' sfailure to specificaly list any Cause of Action in the Disclosure Statement or the
Plan does not, and will not be deemed to, congtitute awaiver or release by FGIC of such Causes of
Action. FGIC will retain the right to pursue such Causes of Action and, therefore, no preclusion
doctrine, collatera estoppel, issue preclusion, claim preclusion, estoppel (judicial, equitable or
otherwise) or laches will apply to such Causes of Action. In addition, payment of a Permitted Claim
(or any portion thereof) shall not preclude FGIC from pursuing any remedies at law or in equity
against a Policyholder or holder of aClaim.

7.10 Limitations on Operations Following Effective Date.

From and after the Effective Date, until such time (if ever) asthe NY SDFS grants written
approval to remove any of the following requirements, the following shall apply to FGIC:

(a FGIC shall not issue any new insurance policies or guaranties or provide any new
reinsurance in each case without the prior express written approval of the NY SDFS;

(b) FGIC shall not pay any dividends, distributions or other payments to the holder of
any Equity Interest on account thereof without the prior express written approva of the NY SDFS;

(© FGIC shall not sell, reinsure or otherwise transfer any portion of its assets and
liabilitiesinvolving five percent (5%) or more of FGIC's Admitted Assets (other than investment
management activities in the ordinary course of business) without the prior express written approval
of the NY SDFS;

(d FGIC shdl providetothe NY SDFSthirty (30) days written notice (or such advance
notice asthe NY SDFS may agreeto, on a case-by-case basis) before FGIC may (i) effectuate any
Alternative Resolution pursuant to Section 4.8 hereof involving more than $25 million (or such other
amount asthe NY SDFS may agreeto) in total economic cost to FGIC (including not only any proposed
payment by FGIC, but aso any loss of value to FGIC resulting from such transaction, such asthrough
loss of future premiums or reinsurance coverage) or
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(ii) permit any Claim in an amount exceeding $10 million (or such other amount as the NY SDFS may
agreeto);

(e) FGIC shall obtain the written approval of the NYSDFSif any Alternative
Resolution referenced in subsection (d) of this Section 7.10 would result in a payment by FGIC of
$10 million (or such other amount as the NY SDFS may agree to) or more;

) Neither FGIC nor FGIC Corp. shall execute changes to its corporate governance
structure, including the sel ection of nomineesto fill director vacancies on the Board and amendment
of FGIC's charter and bylaws, without the prior express written approval of the NY SDFS;

(9) FGIC shall comply with all applicable New Y ork insurance laws and regulations;

(h) No CPP Revaluation or CPP Adjustment shall become effective until FGIC has
submitted to the NY SDFS arequest for approval thereof that is accompanied by evidence
justifying such change, as prepared by a CPP Revauation Firm, and a certification by FGIC's
CEO that, to the best of the CEO’ s information and belief, such request is consistent with the Run-
Off Principles, and FGIC hasreceived the NY SDFS' s express prior written approval therefor; and

(1) FGIC shall reimburse the NY SDFS for its expenses associated with its oversight of
the post-Rehabilitation Proceeding run-off promptly following the request of the NY SDFS for such
reimbursement.

7.11 Reporting.
A. Status of Rehabilitation.

Following the Effective Date, no later than June 1 of each year, FGIC shall file with the
NY SDFS and on the Policyholder Information Center areport on the status of the Rehabilitation.
Such report shall include:

@ A report substantialy in the form of the FGIC Quarterly Operating Review which
has been previously published by FGIC, which shall include the information typically contained in
such Operating Review and FGIC’ s statutory loss reserves and Admitted Assets, amount of Permitted
Claims, Claims submitted that are pending but not yet Permitted and the amount of DPOs and DPO
Accretion with respect to Permitted Claims, in each case as of the end of the most recent year;

(b The status of the implementation of the Plan; and

(© Such other information as may be requested by the NY SDFS.
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B. Run-Off Projections.

From and after the Effective Date until such time (if ever) asthe NY SDFS grants written
approval to remove any of the following requirements, FGIC shall deliver to the NY SDFS and post
on the Policyholder Information Center the following reportste-the NY-SBFS:

(a) Annual reportsin aformat acceptable to the NY SDFS of the updated Run-Off
Projections and the cash flow projections under a Base Scenario based on actual results to date,
each prepared by a CPP Revaluation Firm; and

(b) Quarterly reportsin aformat acceptable to the NY SDFS comparing the most recent
Run-Off Projections and the cash flow projections under a Base Scenario against actua resultsfor such
quarter, and informing the NY SDFS of key metrics of the post-Rehabilitation Proceeding run-off,
including Clamsfiled, Permitted, ultimately determined not to be Permitted pursuant to Section 4.6
hereof and paid in Cash during such quarter and any contingency or loss reserves released during such
quarter.

C. Other Reports.

FGIC shall comply with all reporting requirements of applicable New Y ork insurance
laws and regul ations.

ARTICLE VIII.

RETENTION OF JURISDICTION

8.1 Retention of Jurisdiction.

Notwithstanding the occurrence of the Effective Date and the termination of the
Rehabilitation Proceeding, the Court shall have exelusivejurisdiction over all matters arising out of
or related to the Rehabilitation Proceeding and the Plan, including jurisdiction to:

) consider Claims and Equity Interests, Objections and FGIC Claim Determinations with
respect thereto, and the approval, characterization, compromise, estimation or payment of Claims and
Equity Interests, in each case to the extent such consideration involves the interpretation, implementation
or enforcement of the Plan;

(b) enter, implement or enforce such orders and injunctions as are necessary to enforce
FGIC’ srespectivetitle, rights and powers, and the terms of the Plan, including as may be appropriate
if the Plan Approval Order isfor any reason stayed, reversed, revoked, modified or vacated, and to
impose such limitations, restrictions, terms and conditions on such title, rights and powers asthe
Court deems necessary;

(© take any action and issue such orders as may be necessary to enforce, implement,
execute, consummeate or maintain the integrity of the Plan, the Plan Approval Order or any other
order of the Court, and determine all controversies, suits and disputes that may arise in connection
with the foregoing;
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(d)  recover dl assets and property of FGIC, wherever located;

(e  correct any defect, cure any omission, or reconcile any inconsigtency in the Plan
or in any order of the Court, including the Plan Approva Order;

)] hear and determine disputes or issues arising in connection with the interpretation,
implementation or enforcement of the Plan the Plan Approvd Order

teregemgor any settl ement approved by the Court

(g  determineany and dl motions, applications, and other contested mattersthat may
be pending before the Court on the Effective Date;

(h)y  consider any amendments to or modifications of the Plan or any exhibit thereto;
() ensurethat al Persons (including FGIC) comply with the Plan;

() hear and determine disputes or issues arising in connection with FGIC taking any
action to declare aPalicy Crystdlization Event pursuant to Section 2.1 of the Restructured Policy Terms;

(k)  interpret, enforce and determine all questions and disputes regarding the
injunctions, releases, exculpations, and indemnifications provided for in the Plan, the Plan
Approva Order or theNYIL; and

0] determine such other matters or proceedings as may be provided for under Article
74 of the NYIL, the Plan or in any order of the Court, including the Plan Approva Order or any order that
may arise in connection with the Plan, the Rehabilitation Proceeding or the Plan Approva Order.

ARTICLE IX.

MISCELLANEQOUS

9.1 Effect of Plan Order.

As of the Effective Date, the Plan shall supersede the Order of Rehabilitation.

9.19.2 Binding Effect.

The Plan shall be binding on FGIC, the holders of all Claims, the holders of Equity
Interests, all other Persons and each of their respective successors and assigns, and shall apply from
and after the Effective Date. No Person shall have any Claim or right against FGIC or its assets
other than as provided in the Plan.

9.29.3 Treatment in Subsequent Article 74 Proceeding.

Nothing in the Plan shall in any manner restrict actions that may be taken by any
rehabilitator, liquidator or other receiver of FGIC in any subsequent proceeding under Article 74 of
the NYIL.
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9.39.4 Modification.

From and after the Effective Date, only the NY SDFS may modify the Plan and only to the
extent it determines necessary for the fair and equitable treatment of Policyholdersin general;
provided, however, that the NY SDFS shall obtain prior Court approval for any material
modification.

9:49.5 No Admissions.

Asto Causes of Action or threatened Causes of Action, the Plan shall not constitute or be
construed as an admission of any fact or liability, stipulation or waiver, but rather as a statement made
in settlement negotiations. The Plan shal not be construed to be conclusive advice on the tax, securities
and other legal effects of the Plan asto holders of Claims or Equity Interests.

9.59.6 Noticeto NYSDFS.

After the Effective Date, if FGIC or any Person requests that the Court hear any matter arising
out of, or related to, the Rehabilitation Proceeding or the Plan, FGIC, upon making such request or
receiving notice of such arequest, shal promptly provide notice thereof in writing to the NY SDFS.

9.69.7 Notice to FGIC.

After the Effective Date, if FGIC failsto comply with any of the provisions of the Plan or any
FGIC Contract or Transaction Document, as modified by the Plan (as applicable), before taking any
action with respect to such noncompliance, the affected Person shall provide notice to FGIC of such
noncompliance and shall give FGIC the longer of (i) five (5) Business Days following FGIC' s receipt
of such notice and (ii) the period set forth in the applicable FGIC Contract or Transaction Document
(if any) to cure any noncompliance by FGIC of an obligation it has under the Plan or such FGIC
Contract or Transaction Document.

9.79.8 Notices.

All notices, Proofs of Claim, requests, demands, Responses and other documents required or
permitted to be provided under the Plan to be effective shall be in writing and, unless otherwise
expressly provided herein, shall be deemed given or made when actually delivered to the following
addresses:

If to the Rehabilitator:

New York Liquidation Bureau with a copy to:
110 William Street
New York, NY 10038 Weil, Gotshal & MangesLLP
Attn: Specia Deputy Superintendent 767 Fifth Avenue
Facsimile No.: 212-341-6714 New York, NY 10153
Attn: Gary T. Holtzer Joseph
T. Verdesca

Facsimile No.: 212-310-8007
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If to FGIC: If to NY SDFS:

Financial Guaranty Insurance New Y ork State Department of
Company Financia Services

125 Park Avenue One State Street

New York, NY 10017 New York, NY 10004

Attn: General Counsel Attn: General Counsel
Facsimile No.: 212-312-3221 Facsimile No.: 212-709-1655

9-89.9 Incorporation.

All exhibitsto the Plan and the Plan Supplement are incorporated into the Plan by this
reference and are a part of the Plan asiif set forth in full herein.

9.99.10 Headings.

The headings contained in the Plan and any Exhibit hereto, in the table of contentsto the
Plan, and in the Plan Supplement are for reference purposes only and shall not affect in any way the
meaning or interpretation of the Plan.

9-109.11 Governing Law.

The Plan and all Causes of Action that may be based on, arise out of or relate to the Plan or
the negotiation, execution or performance of the Plan, shall be governed by and construed in
accordance with the laws of the State of New Y ork without giving effect to the choice of law
principles of the State of New Y ork that would require or permit the application of laws of another
jurisdiction.

9-119.12 Severability.

Without limiting the ability of the NY SDFS to modify the Plan pursuant to Section 9.3
hereof, if any provision of the Plan is determined by any court of competent jurisdiction to be
unenforceable on its face, such provision shall be deemed deleted and such a determination of
unenforceability shall not limit or affect the enforceability and operative effect of any other
provision of the Plan; provided, however, that the NY SDFS may revoke the Plan, subject to Court
approval, if the NY SDFS determines that the provision of the Plan that is determined by a court of
competent jurisdiction to be unenforceable on its face is so material to the Plan that the Rehabilitator
would have withdrawn the Plan had such determination been made prior to the Effective Date. If the
NY SDFS revokes the Plan pursuant to the preceding sentence, then the Plan shall be null and void
and, in such event, nothing contained herein shall be deemed to constitute awaiver or release of any
claims by or against FGIC or any other Person, or to prejudice in any manner the rights of FGIC or
any other Person in any further proceedings involving FGIC.

9-129.13 Inconsistency.

In the event of any inconsistency between the Plan and the Disclosure Statement, the
provisions of the Plan shall govern.

26



WEB TRUSTEE COMMENTS TO PROPOSED PLAN

9-139.14 Rounding.

Any amount payable by FGIC pursuant to the Plan shall be rounded up to end with the
next highest whole cent.

9-149.15 Interpretation; Application of Definitions and Rules of Construction.

For purposes of the Plan (including al Exhibits thereto), capitaized terms not defined
herein (or therein) shall have the meaning ascribed to them in Exhibit A of the Plan.

Unless otherwise specified, al Section or Exhibit referencesin the Plan are to the respective
Section in, or Exhibit to, the Plan. Thewords “herein,” “hereof,” “hereto,” “hereunder,” and other
words of similar import refer to the Plan as awhole and not to any particular section, subsection, or
clause contained therein. Whenever the words “include,” “includes’ or “including” are used in the
Plan, they are deemed to be followed by the words “without limitation.” The word “will” shall be
construed to have the same meaning and effect as the word “shall.” The word “or” shal be construed
to have the same meaning as and effect astheinclusive term “and/or.” The word “extent” in the
phrase “to the extent” shall mean the degree to which a subject or other thing extends, and such
phrase shal not mean simply “if.” Unless otherwise specified, all referencesto “days’ (other than
“Business Days’) shdl mean calendar days. A term used herein that is not defined herein shal have
the meaning ascribed to that term in the NYIL. Words denoting the singular number shdl include the
plura number and vice versa, as appropriate, and words denoting one gender shall include the other
gender and the neuter and words denoting the neuter shal include any applicable gender. Unless
otherwise provided herein, in the event that a particular term of the Plan (including any exhibits
hereto) conflicts with a particular term of the definitive documentation required to beimplemented
pursuant to the terms of the Plan or any settlement or other agreement contemplated hereunder, the
definitive documentation shall control and shal be binding on the parties thereto only if the definitive
documentation expressly states that the terms thereof control over any terms of the Plan. Unlessthe
context requires otherwise, any definition of or reference to any agreement, instrument or other
document herein shdl be construed as referring to such agreement, instrument or other document as
from time to time amended, supplemented or otherwise modified (subject to any restrictions on such
amendments, supplements or modifications set forth therein).

Any reference in the Plan to FGIC taking any action during the Rehabilitation Proceeding
shall be deemed to refer to the Rehabilitator, as receiver of FGIC, if such action is taken prior to
the Effective Date.
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9.159.16 Entire Plan.

The Rehabilitator intends that all the terms set forth in this Plan constitute a complete, fina and
exclusive expression of the Plan and supersede any prior or contemporaneous oral or written
agreements, drafts, proposed agreements, negotiations and discussions with respect to the subject
matter hereof.

Dated: SeptembertSeptember
, 2012 New York,

New Y ork

Peter A. Giacone

Chief Financial Officer and Agent of the
Superintendent of Financial Services of the
State of New York, as Rehabilitator of
Financial Guaranty Insurance Company
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Exhibit A

Definitions
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DEFINITIONS

For purposes of the Plan (including al exhibits thereto) the following terms shall have the
meanings set forth bel ow.

“1310 Order” means that certain order issued by the New Y ork Insurance Department on
November 24, 2009 pursuant to Section 1310 of the NYIL, as supplemented on March 25, 2010.

“Adjusted CPP” means, as of adate of determination, the CPP, after giving effect to all CPP
Adjustments through and including such date.

“Adjusted FGIC Payments’ has the meaning ascribed to such term in Section 1.4(B) of the
Restructured Policy Terms.

“Administrative Expense Clam” means any Claim (i) for actual and necessary costs and
expenses of administration incurred by the Rehabilitator during the Rehabilitation Proceeding or
(ii) for indemnification pursuant to Section 7.5 of the Plan.

“Admitted Assets’ has the meaning ascribed to such term in Section 1301 of the NYIL.

“Aggregate Cash Payments Amount” means, with respect to aPolicy as of a date of
determination, the sum of (i) the aggregate amount paid in Cash by FGIC with respect to such Policy
(other than any DPO Accretion Payment Amount) from and after the Effective Date through such
date and (ii) the aggregate amount of Deemed Cash Payments with respect to such Policy through
such date.

“Aggregate Claims Amount” means, with respect to a Policy on adate of
determination, the amount of al Permitted Policy Claims under such Policy as to which one or
more Cash payments or Deemed Cash Payments have been made by FGIC on or prior to such date.

“Aggregate DPO Accretion Amount” means the sum of the DPO Accretion Amounts for
all Policies as of the date of determination.

“Alternative Resolution” has the meaning ascribed to such term in Section 4.8 of the
Plan.

“Bar Date” has the meaning ascribed to such term in Section 4.4(A) of the Plan.

“Base Scenario” means FGIC' s then-current expectation of future Claims, investment
performance, recoveries, financia markets and other factors of relevance to CPP Revauations based
on circumstances, events and projections that FGIC anticipates are reasonably likely to occur.

“Board” means the board of directors of FGIC following the Effective Date.
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“Business Day” means any day other than a Saturday, a Sunday, or any other day on
which banking institutionsin New York, New Y ork are required or authorized to close by law
or executive order.

“Cash” means (i) legal tender of the United States of Americapayable inimmediately available
funds, such asawiretransfer, bank or cashier’s check and (i) with respect to payment under a Palicy,
the currency required for payments under and pursuant to such Policy, or if no currency isspecified in
such Policy, legal tender of the United States of America

“Causesof Action” means, without limitation, any and al clams, rights, actions, demands,
proceedings, cauises of action, liabilities, obligations, suits, debts, remedies, dues, sums of money,
accounts, defenses, affirmative defenses, rights of setoff, offset, powers, privileges, licenses,
franchises, third-party clams, counterclaims, cross-clams, actions for declaratory or injunctive rdlief,
suits and other rights of recovery, reckonings, bonds, hills, specidties, covenants, contracts,
controversies, agreements, promises, variances, trespasses, damages or judgments against or with
respect to any Person or property, wherever located, of any nature whatsoever, whether known or
unknown, suspected or unsuspected, liquidated or unliquidated, fixed or contingent, matured or
unmatured, disputed or undisputed, secured or unsecured, foreseen or unforeseen, asserted or
unasserted or pending as of the Effective Date, whether direct, indirect, derivative or on any other
bas's, whether existing or heresfter arising, whether arising in whole or in part prior to, on or after the
Commencement Date, based in whole or in part upon any act or omission or other event occurring
prior to the Commencement Date or during the course of the Rehabilitation Proceeding or theregfter,
in contract or intort, at law or in equity, whether pursuant to any federd, Sate, loca, Satutory or
common law or any other law, rule or regulation, or under any theory of law or equity, including any
available: (i) rights of setoff, counterclaim, recoupment, replevin or reclamation, or claimson
contracts or for breaches of dutiesimposed by law, and (i) dams, causes of action or defenses
against any Person, including for intentiona or negligent misrepresentation, fraud, mistake, duress
and usury, breach of fiduciary duty, mapractice, negligence, breach of contract, wrongful distribution,
ading and abetting or inducement.

“CDS’ means acredit default sap.

“CDS Commutation Agreements’ means the commutation, termination, settlement
and/or rel ease agreements contained in the Plan Supplement or otherwise approved by the
Court prior to the Effective Date.

“CEO" meansthe Chief Executive Officer of FGIC.

“Clam” means (i) any right to payment from FGIC, whether or not such right is known or
unknown, reduced to judgment, liquidated, unliquidated, fixed, contingent, matured, unmatured,
disputed, undisputed, legdl, equitable, secured or unsecured, and regardless of when such right arisesor
(i) any right to an equitable remedy againgt FGIC for breach of performanceif such breach givesrisetoa
right of payment, whether or not such right to an equitable remedy is known or unknown, reduced to
judgment, fixed, contingent, matured, unmatured, disputed, undisputed, secured or unsecured, and
regardless of when such right arises.
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“Claims Resubmission Deadline” has the meaning ascribed to such termin
Section 4.3(A) of the Plan.

“Commencement Date” means June 28, 2012, the date on which the Honorable Doris
Ling-Cohan of the Court signed the Order of Rehabilitation.

“Court” means the Supreme Court of the State of New Y ork, New Y ork County, or any
appellate court having jurisdiction over orders or judgments of the Supreme Court of the State of
New Y ork, New Y ork County.

“CPP’ means, as of adate of determination, the Cash payment percentage for Permitted
Policy Claimsin effect as of such date.

“CPP Adjustment” means any CPP Upward Adjustment or CPP Downward
Adjustment.

“CPP Downward Adjustment” has the meaning ascribed to such term in Section 1.5(C) of the
Restructured Policy Terms.

“CPP Revaluation” has the meaning ascribed to such term in Section 1.5 of the
Restructured Policy Terms.

“CPP Revaluation Filing” has the meaning ascribed to such term in Section 1.5(C) of the
Restructured Policy Terms.

“CPP Revaluation Firm” has the meaning ascribed to such term in Section 1.5(B) of the
Restructured Policy Terms.

“CPP Upward Adjustment” has the meaning ascribed to such termin Section 1.5(C) of the
Restructured Policy Terms.

“Deemed Cash Payments’ means, for any Policy, any Cash payments that would have been
paid at any time by FGIC in respect of such Policy (other than any DPO Accretion Payment Amount)
but for the existence of one or more unpaid FGIC Payments.

“Disclosure Statement” means the Disclosure Statement for Plan of Rehabilitation for
Financial Guaranty Insurance Company filed with the Court on September 27, 2012, including all
exhibits thereto, as the same may be revised, supplemented or otherwise modified from time to
time.

“Disputed Claim” means a Claim asto which (i) an Objection israised, which has not been
resolved or withdrawn or (ii) a FGIC Claim Determination is made, which has not been resolved,
withdrawn or overruled by aFinal Order.

“DPO” means, with respect to a Policy as of adate of determination, an amount, as may be
adjusted pursuant to the Plan, equal to the Aggregate Claims Amount minus the Aggregate Cash
Payments Amount, in each case for such Policy as of such date.
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“DPO Accretion” has the meaning ascribed to such term in Section 1.3(A) of the
Restructured Policy Terms.

“DPO Accretion Amount” means the aggregate amount of DPO Accretion accrued with
respect to a Policy prior to the date of determination minus any DPO Accretion Payment Amounts
previously paid with respect to such Palicy.

“DPO Accretion Payable Amount” means, as of the date of determination, the product of (i)
Excess Cash and (ii) the DPO Accretion Payable Percentage.

“DPO Accretion Payable Percentage” means, as of the date of determination, the percentage
obtained by dividing (i) the Aggregate DPO Accretion Amount as of such date by (ii) the sum of (&) the
Aggregate DPO Accretion Amount as of such date, (b) the DPO for Policy Claimsthat were Permitted
on or prior to such date and (c) the DPO for Policy Claims projected to be Permitted in a Stress Scenario
after such date through the remainder of the Run-Off Period.

“DPO Accretion Payment Amount” means, with respect to a Policy as of the date of
determination, the product of (i) the then-current DPO Accretion Payable Amount and (ii) the
quotient abtained by dividing the then-current DPO Accretion Amount for such Policy by the then-
current Aggregate DPO Accretion Amount.

“DPO Payment Date’” means the tenth (10th) Business Day following any date on
which a CPP Upward Adjustment shall become effective.

“Duplicate Claim” means a Claim that, in whole or in part, isthe subject of another Claim
previously submitted to FGIC, including a Policy Claim for which the payment obligation of FGIC
under the provisions of the underlying Instrument or contract giving rise to such Claim or the
underlying risk of loss insured pursuant to the provisions of the FGIC Contract or Transaction
Document giving riseto such Claim, in whole or in part, isthe subject of another Claim previoudy
submitted to FGIC and including any portion of an Undercollateralization Claim erany-pertion-
thereof-that has aready been submitted to FGIC as part of another Undercollateraization Claim.

“Effective Date” means the first Business Day on which all conditions to effectiveness set
forth in Section 6.1 of the Plan have been satisfied or have been waived pursuant to Section 6.3 of
the Plan.

“Equalization Adjustment” has the meaning ascribed to such term in Section 1.5(C) of the
Restructured Policy Terms.

“Equity Interests’ means the interests of any holders of equity securities of FGIC represented
by any issued and outstanding shares of stock or other Instrument evidencing any ownership interest
in FGIC, whether or not transferable, or any option, warrant, or right, contractual or otherwise, to
acquire such interest. For the avoidance of doubt, Equity Interests shall include all classes and types
of stock, including the Preferred Stock, issued by FGIC.

“Estimated Payment Obligations’ has the meaning ascribed to such term in Section 2.2 of the
Restructured Policy Terms.
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“Estimated Payment Schedul€” has the meaning ascribed to such term in Section 2.2 of the
Restructured Policy Terms.

“Excess Cash” means, as of the date of determination, the amount of Cash calculated in
connection with a CPP Reval uation that would be available after accounting for, without limitation,
(i) the Cash needed to make payments based on the then-current CPP with respect to all Policy
Claimsthat were (a) Permitted on or prior to such date and (b) projected to be Permitted in a Stress
Scenario from and after such date through the remainder of the Run-Off Period, (ii) certain operating
expenses and (iii) the Minimum Cash Buffer, to make payments with respect to (x) the Aggregate
DPO Accretion Amount as of such date, (y) the DPO for Policy Claimsthat were Permitted on or
prior to such date and (z) the DPO for Poalicy Claims projected to be Permitted in a Stress Scenario
from and after such date through the remainder of the Run-Off Period.

“Exculpated Causes of Action” has the meaning ascribed to such termin Section 7.3 of the
Pan.

“Exculpated Parties’” has the meaning ascribed to such termin Section 7.3 of the Plan.

“FGIC" means Financia Guaranty Insurance Company, a New Y ork stock insurance
corporation.

“FGIC Claim Determination” has the meaning ascribed to such term in Section 4.6 of the
Plan.

“FGIC Contract” means any Policy, contract or other Instrument to which the FGIC
Parties are parties or by which the FGIC Parties are bound.

“FGIC Corp.” means FGIC Corporation, a Delaware corporation.

“FGIC Corp. Chapter 11 Case” means the case under chapter 11 of title 11 of the United
States Code commenced by FGIC Corp. on August 3, 2010, in the United States Bankruptcy Court
for the Southern District of New Y ork and styled In re FGIC Corporation, chapter 11 case No. 10-
14215 (SMB), together with any Legal Proceeding brought (or sought to be brought) at any time by
any Person that relates in any manner to such chapter 11 case, in each case together with any appeals
thereto.

“FGIC Corp. Court” means the United States Bankruptcy Court for the Southern District of
New Y ork or any other court of the United States having jurisdiction over the FGIC Corp. Chapter
11 Case.

“FGIC Corp. Plan” means the Chapter 11 Plan of Reorganization of FGIC Corporation
confirmed by the FGIC Corp. Court on April 23, 2012.

“FGIC CP” means FGIC Credit Products LLC, a Delaware limited liability company.

“FGIC Direct Clam” meansany and al Causes of Action reating in any manner to any
Instrument, Transaction Document or Palicy that FGIC at any time may have, is pursuing or may
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pursue, in each case on its own behdf (and not on behdf of any trust), including (i) the Causes of Action
asserted in the pending RMBS lawsuits listed on Exhibit C of the Plan, (ii) any Cause of Action asthird
party beneficiary or pursuant to adirect Cause of Action it may have under aFGIC Contract or
Transaction Document and (iii) other Causes of Action of asmilar nature that FGIC has aready
brought or asserted, or may in the future bring or assert, on its own behdf againgt any Person (and not
on behdf of any trugt).

“FGIC Parties” means FGIC and/or FGIC CP.

“FGIC Payment Deficiency” has the meaning ascribed to such term in Section 1.4(B) of
the Restructured Policy Terms.

“FGIC Payment Excess’ has the meaning ascribed to such termin Section 1.4(B) of the
Restructured Policy Terms.

“FGIC Payment Payor” means (i) with respect to any Policy for which the Policy Payee
thereunder is acting astrustee or in asimilar capacity (a) the Policy Payee, (b) any other Person acting
under the direction, supervision or administration of such Policy Payee and (c) the obligor or obligors
under such Policy or related Transaction Documents on whose behaf such Policy Payeeisrequired to
make FGIC Paymentsrelating to such Policy or (ii) for any other Policy, the Policy Payee thereunder.

“FGIC Payments’ means, for any Policy, (i) dl premiums, fees or other charges, (ii) all
expense reimbursements and (iii) the then-current CPP multiplied by the amount of all
recoveries, reambursements, settlements and other amounts, in each case payabl e to the FGIC Parties,
or which the FGIC Parties otherwise have aright to receive or recover, or which would be payable to
the FGIC Parties, or which the FGIC Parties would otherwise have aright to recelve or recover (other
than proceeds of Trust Loan Repurchase Obligations, which shall be subject to application and
distribution solely in accordance with Sections 3.7()(iii) and
3.7(b)(iv) of the Plan), in each case at any time under the terms of or in connection with such
Policy or any related Transaction Document, asif (x) the Plan, including the Policy
Restructuring and Section 3.5 of the Plan, had been in effect at dl times from and after the i ssuance of
the 1310 Order and (y) FGIC had at dl times paid Policy Clamsin full in Cash. Notwithstanding the
foregoing, (i) theterm “FGIC Payments’ shal not include any of the foregoing to the extent arising
soldy under FGIC Direct Claims, including amounts arising under FGIC Direct Clamsthat are
received by atrugt, Policyholder or FGIC Payment Payor, which amounts to the extent received by a
trust, Policyholder or FGIC Payment Payor shal be payable in accordance with the terms and conditions
of the relevant Transaction Documents and asif the Plan, including the Policy Restructuring and Section
3.5 of the Plan, had been in effect a dl times from and after theissuance of the 1310 Order and FGIC
had at dl times paid Policy Clamsin full in Cash and (ii) with respect to Policies asto which FGIC pad
oneor more Policy Clamsin full prior to the 1310 Order but has not been reimbursed in full for such
payment(s), the “then-current CPP” for purposes of the preceding sentence shdl be 100% until such
time as FGIC has been reimbursed in full for such payment(s), after which time the “then-current CPP’
for such Policiesfor purposes of the preceding sentence shdl be the CPP determined in accordance with
the Plan and in effect a the time of determination.
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“FGIC Rights” has the meaning ascribed to such term in Section 7.8(€) of the Plan.

“Fina CPP Revauation” has the meaning ascribed to such term in Section 1.5(E) of the
Restructured Policy Terms.

“Fina Order” means an order or judgment of a court of competent jurisdiction entered on the
docket maintained by the clerk of such court that has not been reversed, vacated or stayed and asto
which (i) the time to appeal, petition for certiorari or move for anew trial, reargument or rehearing
has expired and as to which no appeal, petition for certiorari or other proceedings for anew trid,
reargument or rehearing shall then be pending, or (ii) if an appea, writ of certiorari, new trial,
reargument or rehearing thereof has been sought, (@) such order or judgment shall have been affirmed
by the highest court to which such order was appeal ed, leave to appeal or certiorari shall have been
denied or anew trial, reargument or rehearing shall have been denied or resulted in no modification of
such order or otherwise been dismissed with prejudice, and (b) the time to take any further appeal,
petition for certiorari, or move for anew trial, reargument or rehearing shall have expired; provided,
however, that the possibility that a motion under Rule 60 of the Federal Rules of Civil Procedure,
Rule 5015 of the New Y ork Civil Practice Law and Rules, or any analogous rule, may befiled
relating to such order shall not prevent such order from being aFinal Order.

“First Payment Date” has the meaning ascribed to such termin Section 1.3(A) of the
Restructured Policy Terms.

“Governmental Body” means any government or governmental or regulatory body thereof,
or political subdivision thereof, whether foreign, federal, state or local, or any agency,
instrumentality or authority thereof, or any court or arbitrator (public or private).

“Indemnified Trustee” means any of (i) a Trustee or any other indenture trustee (or other
similar trustee) who is the named insured in respect of a Policy issued by FGIC, (ii) atrustee who
holds a security interest in aPolicy issued by FGIC, or (iii) atrustee of atrust which hasissued
Instruments that have the benefit of a Policy issued by FGIC; provided, that a trustee in respect of an
Instrument constituting a reference obligation under a swap agreement between a holder of such
Instrument and FGIC CP, with respect to which swap agreement the obligations of FGIC CP
thereunder areinsured by aPolicy issued by FGIC, shall not be considered an “Indemnified Trustee”
by virtue of such arrangement.

“Initial Payment Date” has the meaning ascribed to such term in Section 1.1(B) of the
Restructured Policy Terms.

“Instrument” means a single class of securities, obligations or other instruments.

“Late-Filed Claim” means a Claim that has not been submitted in compliance with the
applicable deadline for asserting such Claim set forth in the Plan.

“Legal Proceeding” means any judicia, administrative or arbitral action, suit, mediation,
investigation, inquiry, proceeding or claim (including counterclaims) by or before any Governmental
Body.
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“Loss’ means any liability, obligation, loss, cost, expense, penalty or fine whenever arising
or incurred (including amounts paid in settlement, costs of investigation and reasonable attorneys
and other professionals’ fees and expenses).

“Minimum Cash Buffer” means, as of adate of determination, an amount equa to the
greater of (i) 1% of Policy Claims projected to be Permitted in a Stress Scenario and (ii) $100
million, as may be amended pursuant to the provisions of Section 1.5 of the Restructured Policy
Terms.

“Minimum Surplus Position” means, as of a date of determination, the greater of (i) $65
million and (ii) the minimum amount of statutory capital and surplus required to be held by New
Y ork domiciled financia guaranty insurance companies licensed to transact only financial guaranty
insurance under the NYIL as of such date.

“National Public” means Nationa Public Finance Guarantee Corporation, a New Y ork
stock insurance corporation.

“Non-FGIC Payor” has the meaning ascribed to such term in Section 4.7(B) of the Plan.

“Non-Policy Claim” means any Claim other than an Administrative Expense Claim, a
Late-Filed Claim, aPolicy Claim or a Secured Claim.

“Novation Agreement” means that certain agreement dated September 14, 2012 by and
between FGIC and National Public.

“NYIL" means Chapter 28 of the Consolidated Laws of the State of New Y ork.

“NYLB” meansthe New Y ork Liquidation Bureau.

“NYSDFS’ means the New Y ork State Department of Financial Services.

“NY SDFS Guidelines” means any guidelines or further directionsthe NY SDFS may (but is
not obligated to) issueto FGIC and/or other Persons from and after the Effective Date as may be
necessary or appropriatein its sole and absol ute discretion to carry out the purposes and effects of
the Plan.

“Objection” has the meaning ascribed to such term in Section 4.6 of the Plan. “ Objection

Deadline” has the meaning ascribed to such term in Section 4.6 of the Plan.

“Order of Rehabilitation” means the order of rehabilitation placing FGIC into the
Rehabilitation Proceeding signed by the Honorable Doris Ling-Cohan of the Court on June 28,
2012.

“Order to Show Cause” means the order to show cause signed by the Honorable Doris Ling-
Cohan of the Court on June 11, 2012 in the Rehabilitation Proceeding.
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“Overpaid Policy” has the meaning ascribed to such term in Section 1.5(C) of the
Restructured Policy Terms.

“Permitted” means, with respect to a Claim, determined by FGIC pursuant to the Plan
(including the reconciliation procedures set forth in Section 4.6 of the Plan) or by Final Order to be
aIIowed in Whole orin part but solely to the extent of the amount determined to be allowed. Ne-

“Person” means an individual, partnership, corporation, limited liability company,
cooperative, trust, estate, unincorporated organization, association, joint venture, government unit or
agency or political subdivision thereof or any other form of legd entity or enterprise.

“Plan” means the Plan of Rehabilitation for Financial Guaranty Insurance Company, dated
September 27, 2012, including all Exhibits thereto (including the Restructured Policy Terms) and
the documents contained in the Plan Supplement, in each case, as the same may be revised,
supplemented or otherwise modified from timeto time.

“Plan Approva Order” means an order of the Court approving the Plan in form and
substance acceptable to the Rehabilitator in his sole discretion.

“Plan Supplement” meansthe set of documents filed with the Court in one or more
compendiums, which are relevant to implementation of the Plan, including (a) forms of amended and
restated charter and by-laws of FGIC, (b) the Schedule of Terminated Contracts and Leases, (c) the CDS
Commutation Agreements (terms and conditions of which may be redacted in the copies so filed), (d)
the Novation Agreement and (e) the Proof of Policy Claim Form.

“Policy” means any financial guaranty insurance policy, surety bond or other insurance
policy or contract issued or assumed at any time by FGIC, but excluding in all cases reinsurance
and retrocession contracts.

“Policy Claim” means any Claim under the express terms of a Policy, whether arising (or
projected to arise) prior to, on or at any time after the Effective Date, for lossesincurred.

“Poalicy Crystalization Event” has the meaning ascribed to such termin Section 2.1 of the
Restructured Policy Terms.

“Policy Crystalization Event Effective Date” has the meaning ascribed to such termin
Section 2.1 of the Restructured Policy Terms.

“Policy Crystallization Event Notice” has the meaning ascribed to such termin
Section 2.1 of the Restructured Policy Terms.

“Policyholder” means for each Policy the holder of such Policy as set forth therein.

“Policyholder Information Center” shall mean FGIC’ s website (www.fgic.com),
www.fgicrehabilitation.com or such other means of making available to Policyholders
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information and documentation regarding the Plan and treatment of Policies and Policy Claims
thereunder as the NY SDFS may from time to time approve.

“Policy Payee” means, with respect to any Policy, the Person to whom FGIC is contractually
obligated to make any payment of Claims under such Policy; provided that the term * Policy Payee”
shall refer to such Person solely in its capacity as the recipient of such payment of Claimsfrom FGIC
with respect to such Palicy.

“Policy Restructuring” means the restructuring of Policies contemplated by Section 3.1 of the
Pan.

“Preferred Stock” means the non-cumulative redeemable preferred stock, par value
$1,000 per share, of FGIC.

“Pre-CPP Adjustment Period” has the meaning ascribed to such term in Section 1.4(B) of the
Restructured Policy Terms.

“Proof of Clam” means awritten statement asserting a Claim (other than a Policy
Claim) that contains, among other things, the amount of the Claim and a description of the
Claim, and attaches sufficient documentation to substantiate the basis of the Claim.

“Proof of Policy Claim Form” means the proof of policy claim form that will be filed as part
of the Plan Supplement.

“Proposed Refinements” has the meaning ascribed to such term in Section 1.5(B) of the
Restructured Policy Terms.

“Purported FGIC Loss of Rights’ has the meaning ascribed to such termin Section 2.1 of the
Restructured Policy Terms.

“Purported FGIC Loss of Rights Notice” has the meaning ascribed to such termin
Section 2.1 of the Restructured Policy Terms.

“Rehabilitation” meansthe rehabilitation of FGIC pursuant to Article 74 of the NYIL as
contemplated by the Plan, including (i) the commencement, prosecution and completion of the
Rehabilitation Proceeding, (ii) the Policy Restructuring, the CDS Commutation Agreements, the
Novation Agreement and other actions contemplated by, and other terms and conditions of, the Plan,
(iii) the issuance of the Plan Approval Order, (iv) the granting of the injunctive relief set forth in the
Order to Show Cause, the Order of Rehabilitation, and the Plan Approva Order, (V) the occurrence of
the Effective Date, (vi) FGIC's compliance with the Policies as restructured by the Policy
Restructuring (including FGIC' s payment of only the CPP on each Permitted Policy Claim pursuant to
the Plan, and on the timing and subject to the other terms and conditions set forth in the Plan, rather
than amounts that would otherwise be payable, on the timing and subject to the terms and conditions
that would otherwise be required, under the Policies but for the Policy Restructuring) and (vii) FGIC's
noncompliance with any provision of any Policy or any Transaction Document to the extent that such
provision has been superseded by or isinconsi stent with the Plan.
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“Rehabilitation-Related Default” means any default, event of default, termination event,
insurer default or similar event with respect to the FGIC Parties arising (or that would arise but for
the passing of time, the giving of notice or both) as aresult of the Rehabilitation or any of the
Rehabilitation Circumstances.

“Rehabilitation-Triggered Right” means any right or remedy under any Transaction
Document that arises as a result of any Rehabilitation-Related Default.

“Rehabilitation Circumstances’” means the circumstances and events, whenever arising,
giving rise to the Rehabilitation Proceeding or in existence from and after, or giving rise to or at any
time resulting from, issuance of the 1310 Order, including (i) the financial condition of the FGIC
Parties, (ii) the grounds for the Rehabilitation Proceeding described in the Disclosure Statement, (iii)
actions taken or statements made by the FGIC Parties, the NY SDFS, the Superintendent, the NYLB
or any other Person in connection with or in contemplation of the 1310 Order or the Rehabilitation
Proceeding, (iv) any ratings downgrade of FGIC or any affiliate thereof, (v) any failure by the FGIC
Parties to pay any amount (whether due prior to the 1310 Order, the injunctive relief in the Order to
Show Cause or the Order of Rehabilitation, or otherwise) and (vi) the issuance and existence of the
1310 Order.

“Rehabilitation Proceeding” means the lega proceeding currently pending before the Court
governing the rehabilitation of FGIC, styled as In the Matter of the Rehabilitation of Financial
Guaranty Insurance Company, Index No. 401265/2012, together with any appeals thereto.

“Rehabilitator” means the Superintendent of Financial Services of the State of New
Y ork, as Court-appointed rehabilitator of FGIC.

“Reinsurance Agreements’ means all reinsurance and retrocession agreements (including any
and al amendments, endorsements and other modifications thereof) in effect as of the Effective Date
pursuant to which FGIC has at any time prior to the Effective Date ceded any risk under or relating to
any Policiesto any third party.

“Released Causes of Action” has the meaning ascribed to such term in Section 7.2 of the
Plan.

“Representatives’ has the meaning ascribed to such term in Section 7.2 of the Plan.

“Requisite Holders” means, with respect to any transaction, (i) holders of not less than the
percentage of Instruments required under the express terms of the relevant Transaction Documents to
direct the Trustee in such transaction to take action or (ii) in the absence of such an express
percentage in such Transaction Documents, holders of at least twenty-five percent (25%) of the
aggregate outstanding principal amount of such Instruments, in each case for the purposes of
determining the percentage of holders, any holdersthat are (x) the loan originator, other responsible
party or Servicer for the applicable transaction, (y) FGIC or (z) any affiliates of any of the foregoing,
shall not be included in any calculation as being holders of Instruments of such transaction.

“Response” has the meaning ascribed to such term in Section 4.6 of the Plan.
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“Response Deadline” has the meaning ascribed to such term in Section 4.6 of the Plan.

“Restructured Policy Terms’ means the terms and conditions attached to the Plan as
Exhibit B.

“RMBS’ meansresidential mortgage-backed securities.

“Run-Off Assumptions” means (i) from the Effective Date until, but not including, the first
CPP Revauation, the assumptions used by the Rehabilitator to prepare the cash flow projectionsin
a Stress Scenario and (i) from and after the first CPP Revaluation, the assumptions used in the
Run-Off Projections, as may be modified pursuant to Section 1.5 of the Restructured Policy Terms.

“Run-Off Datd’ means the data used in the Run-Off Projections, as updated pursuant to
Section 1.5(B) of the Restructured Policy Terms.

“Run-Off Period” means the period commencing on the Effective Date and ending on the
date on which all potential Policy Claims are expected to have matured based on the then-current
Run-Off Projections.

“Run-Off Principles’ means maintaining the CPP at all times at alevel designed to ensure
that (i) all Policyholders aretreated in afair and equitable manner, including that all holders of
Permitted Policy Claims receive the same CPP of their Permitted Policy Claimsand (ii) FGIC at
all times has Admitted Assets in an amount not less than the Minimum Surplus Position.

“Run-Off Projections’ means (i) from the Effective Date until, but not including, the first
CPP Revauation, the Rehabilitator’ s cash flow projections for FGIC during the Run-Off Period
based on a Stress Scenario and (ii) from and after the first CPP Revaluation, FGIC' s proj ections of
its cash flows during the Run-Off Period based on a Stress Scenario, as may be modified pursuant
to Section 1.5 of the Restructured Policy Terms.

“Schedule of Terminated Contracts and Leases’ means the schedule of contracts and |eases
included in the Plan Supplement.

“Secured Claim” means any Claim that is secured by alien on collateral to the extent such lien
isvalid, perfected and enforceable under applicable law and is not subject to avoidance and to the
extent of the value of such collateral. If the value of such collateral isless than the amount of the
Claim, the Claim in the amount of the deficiency in the value of the collateral shall constitute a Non-
Policy Claim or Late-Filed Claim, as applicable.

“Servicer” has the meaning ascribed to such term in Section 3.7 of the Plan.

“ Stress Scenario” means a non-catastrophic scenario envisioning a severe economic
recession that is accompanied by (i) sharp declinesin home prices and the financial markets, (ii)
significant unemployment, (iii) high mortgage default rates and (iv) other negative economic
indicators of potential relevance to FGIC' sinsured exposures.
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“ Subsequent FGIC Payment” has the meaning ascribed to such term in Section 1.4(B) of the
Restructured Policy Terms.

“Superintendent” means the Superintendent of Financial Services of the State of New Y ork
or his predecessor, the Superintendent of Insurance of the State of New Y ork.

“Termination Damage Claim” has the meaning ascribed to such term in Section 5.3 of the
Pan.

“Transaction Documents” means, with respect to any Policy, the related underlying
Instruments, contracts, notes, indentures, trust agreements, certificates, servicing agreements,
pooling agreements, collateral agreements, insurance agreements, assignments and/or other
agreements, collectively.

“Trustee” means the trustee under a pooling and servicing agreement who holds the benefit
of the trust fund under such pooling and servicing agreement for certificate holders or the indenture
trustee under an indenture who holds a security interest in assets of an issuer of debt Instruments, in
each case in respect of Instruments directly insured by FGIC.

“Trust Loan Repurchase Obligation” has the meaning ascribed to such term in Section 3.7 of
the Plan.

“Undercollateralization Claim” means a Claim based on the principal amount or value of
collateral securing an Instrument being less than the principal amount of such Instrument.
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FINANCIAL GUARANTY INSURANCE COMPANY
RESTRUCTURED POLICY TERMS

The following terms and conditions (collectively, the “Restructured Policy Terms’) implement the
Policy Restructuring. The Restructured Policy Terms are part of the Plan and shall, on the Effective
Date, bind Policyholders, corporate and other trustees and all other Persons. Capitalized terms not
defined herein shall have the meanings ascribed to them in Exhibit A to the Plan.

ARTICLEI.

CLAIMSPAYMENTS

1.1 CPP.
A. Establishment of CPP.

Theinitial CPP shall be set by the Rehabilitator. The CPP shall be subject to adjustment
pursuant to Section 1.5 hereof.

B. Initial CPP Payment.

Promptly following FGIC' s determination that all or part of aPolicy Claim is Permitted or the
date (and to the extent) that a Policy Claim is Permitted pursuant to Section 4.6 of the Plan (as
applicable), FGIC shall pay in Cash to the applicable Policy Payee an amount equal to the product of
the then-existing CPP and the Permitted Policy Claim; provided that thefirst date for payment of
Permitted Policy Claims shall be a date determined by FGIC that isno later than sixty (60) days after
the Claims Resubmission Deadline (the “Initial Payment Date”). Notwithstanding the immediately
preceding sentence, al Cash payments of Permitted Policy Claims by FGIC shall be subject to
adjustment pursuant to Sections 1.4 and 1.5 hereof.

1.2 DPO.

The DPO for a Policy shdl only be payable by FGIC when, if and to the extent provided
herein and in the Plan. The DPO for aPolicy, a any time, shal be (i) reduced by any amounts that (a)
would have been payable to the FGIC Parties under such Policy or any related Transaction Document
at such time from and after the Effective Date (in each case giving effect to Section 3.5 of the Plan),
assuming that FGIC had paid al Permitted Policy Claimsin full in Cash (rather than as contemplated
herein) and without duplication of any DPO reductions (but without limiting any Cash offsets)
pursuant to Section 1.4 or 1.5 hereof and (b) were paid to holders of any Instrument insured by such
Palicy, (i) increased or reduced pursuant to Section 1.4 or 1.5 hereof and (iii) to the extent not
covered by clause (i) or (ii) of this Section 1.2, otherwise reduced pursuant to the Plan (including
pursuant to Section 4.7(B) thereof). For the avoidance of doubt, clause (i) of this Section 1.2 may be
recal culated from time to time.
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1.3 DPO Accretion.
A. Accrua of DPO Accretion.

Each Policy with an outstanding DPO shall accrue an amount based on such DPO at arate of
3% per annum (on adaily basis on the basis of a 365-day year) (“DPO Accretion”). DPO Accretion
shall be calculated using the DPO with respect to the applicable Policy as of the preceding June 30
or, with respect to the first year in which there isa DPO under such Policy and until the next June 30,
the first date on or after the Effective Date that there is such DPO (the " First Payment Date”). DPO
Accretion for any Policy shall commence on the First Payment Date for such Policy and continue
until such time (if ever) asthe DPO for such Policy is permanently reduced to zero. All DPO
Accretion shall be calculated on asimple basis rather than a compound basis (i.e., no DPO Accretion
shall accrete based on accumulated DPO Accretion). No DPO Accretion shall be added to a DPO, but
shall be recorded separately for each Policy in FGIC’ s books and records.

B. Payment of DPO Accretion.

FGIC shal on each DPO Payment Date, for each Policy having outstanding DPO
Accretion, pay in Cash to the applicable Policy Payee the DPO Accretion Payment Amount for
such Policy based on the CPP Revaluation relating to such date.

1.4 FGIC Payments.
A. Payment or Setoff of FGIC Payments.

Each FGIC Payment Payor shall pay in Cash to the FGIC Parties all FGIC Payments payable
by such FGIC Payment Payor, or that would have been payable had the Plan, including the Policy
Restructuring and Section 3.5 of the Plan, been in effect at all times from and after the issuance of the
1310 Order, when due under the applicable Policy or any related Transaction Document, or if such
FGIC Payment would have been due prior to the Effective Date, by the fifth Business Day following
the Effective Date.

If FGIC determinesin good faith that, notwithstanding the requirements of the foregoing
paragraph, all or aportion of any FGIC Payment has not been paid to the FGIC Partiesin accordance
with such paragraph, then, in addition to any other rights or remedies that FGIC may have, Cash
payments that would otherwise be payable by FGIC in respect of the applicable Policy shall be
reduced by the amount of such unpaid FGIC Payment. The DPO for that Policy shall be reduced at
the time of FGIC’ s determination that all or a portion of a FGIC Payment was not paid in accordance
with such paragraph by the amount of such unpaid FGIC Payment, but thereafter shall be increased to
the extent that Cash paymentsin respect of that Policy are reduced pursuant to the preceding
sentence.

To the extent FGIC reduces the amount of aPolicy Claim that is Permitted by the amount of a
FGIC Payment, then such FGIC Payment shall not be subject to the prior two paragraphs.
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B. Effect of CPP Adjustments on FGIC Payments.

Within acommercialy reasonable time after each CPP Adjustment, FGIC shall take the
applicable actions set forth in clauses (i) through (iv) below.

(i) FGIC shdl determine, on aPolicy-by-Policy bass, the FGIC Payments that
would have been payableto the FGIC Parties as st forth in Section 1.4(A) during the period
from and including the Effective Date to and including the date of the CPP Adjustment (the
“Pre-CPP Adjustment Period”) had FGIC paid dl Permitted Policy Claims during the Pre-CPP
Adjustment Period based on the Adjusted CPP (such amount with respect to a Policy, the
“Adjusted FGIC Payments”);

(i)  If the Adjusted FGIC Paymentsfor aPolicy exceed the FGIC Paymentsfor that
Policy payable (whether or not actudly paid) by a FGIC Payment Payor to the FGIC Parties
during the Pre-CPP Adjustment Period, then (a) FGIC shdl promptly notify the gpplicable
Policy Payee and the amount of such excess (a* FGIC Payment Deficiency”) shall reduce any
subsequent Cash payments that otherwise would be payable by FGIC in respect of that Policy
(until the amount so reduced equds such FGIC Payment Deficiency) and (b) the DPO for that
Policy shdl be reduced by the amount of the FGIC Payment Deficiency a thetime of FGIC's
determination of such amount, but thereafter shal be increased to the extent that Cash payments
in respect of that Policy are reduced pursuant to the preceding subclause (a);

(iii)  If the FGIC Payments payable (whether or not actudly paid) by aFGIC
Payment Payor to the FGIC Parties during a Pre-CPP Adjustment Period exceed the Adjusted
FGIC Paymentsfor such Policy, then FGIC shdl promptly notify the related Policy Payee and
the amount of such excess (a FGIC Payment Excess’) shdl () offset any reductionsto
subssquent Cash payments by FGIC in respect of that Policy (until the amount so offset equas
such FGIC Payment Excess) and (b) reduce the DPO for that Policy; and

(iv) If aFGIC Payment for aPolicy becomes payable (whether or not actualy paid)
by any FGIC Payment Payor after determination of a FGIC Payment Excess or FGIC Payment
Deficiency for such Policy but prior to any subsequent CPP Adjustment (each, a* Subsequent
FGIC Payment”), FGIC shdl reca culate the FGIC Payment Excess or FGIC Payment
Deficiency taking into account the Subsequent FGIC Payment; provided that any such
recal culated FGIC Payment Deficiency or FGIC Payment Excess shdl give effect to any
reductions pursuant to clauses (ii)(a) or (iii)(a) abovethat occurred prior to such reca culation
asaresult of the FGIC Payment Deficiency or FGIC Payment Excessthat is the subject of
such recdculation.

For purposes of clauses (i) through (iv) of this Section 1.4(B), FGIC shall give effect to all other
calculationsthat are required to be made, or actions that are required to be taken, pursuant to
Section 1.5 hereof in connection with the applicable CPP Adjustment. The provisions of this
Section 1.4(B) shall not apply to FGIC Payments allocable to Policy Claimsthat were paid in full
prior to November 24, 2009.
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15 CPP Revaluations.

FGIC shdl re-evauate the CPP pursuant to the procedures set forth below to determine
whether, congstent with the Run-Off Principles, the CPP should remain the same or be adjusted upward
or downward (each, a“CPP Revaduation”). All CPP Reva uations shdl require review and gpprova by
the Board.

A. Frequency of CPP Revaluations.

Commencing in 2014, FGIC shdl conduct a CPP Reva uation on an annua basis by June 30 of
each year (or as soon as practicable thereafter) based on Run-Off Dataas of the end of the preceding
cdendar year. In addition, if FGIC receiveswithin six (6) months after the effective date of a CPP
Reva uation or the Effective Date Cash recoveries aggregating $100 million or more than the rdlated
Cash recovery amounts, if any, projected in the Run-Off Projections underlying such CPP Revauation,
the Board shall determine whether to cause FGIC to (i) update such CPP Revauation by giving effect to
thefull amount of such Cash recoveries (but without updating or otherwise changing any of the Base
Scenario, Stress Scenario, Run-Off Projections, Run-Off Data, Minimum Cash Buffer or Run-Off
Assumptions used in connection with such CPP Reva uation) and ca culate a CPP Upward Adjustment
based on the results of such updated CPP Reva uation, which shall be approved by the Board, or (ii)
conduct anew CPP Reva uation as soon as practicable theregfter. If the Board determinesto update the
most recent CPP Reva uation pursuant to clause (i) of the preceding sentence, (x) such updated CPP
Reva uation and the rel ated CPP Upward Adjustment shdl not be subject to the provisons of Section
1.5(B) and 1.5(C)(i), except that FGIC shdl make the cal culations prescribed by Section 1.5(B)(iii) and
(B)(iv), (y) FGIC shdl providethe NY SDFS with written notice of the results of the updated CPP
Reva uation and the rd ated CPP Upward Adjustment and (z) FGIC shdl not effectuate such CPP
Upward Adjustment if the NY SDFS objects thereto within ten (10) days after receiving the notice
described in clause (y) or such other time period to which FGIC and the NY SDFS may agree.
Notwithstanding the foregoing sentences of this paragraph, FGIC shdl not conduct any CPP
Revaudionsif the NY SDFS directsit in writing to refrain from doing so.

B. Engagement and Role of CPP Revaluation Firm.

As part of any CPP Revaluation, FGIC shall engage a qualified, independent firm
acceptable to the NY SDFS (a“ CPP Revaluation Firm”) to:

(i) review thethen-current Base Scenario, Stress Scenario, Run-Off
Projections, Run-Off Data, Minimum Cash Buffer and Run-Off Assumptions,

(i)  propose any updates, revisions, corrections or other modificationsto the
Base Scenario, Stress Scenario, Run-Off Projections, Run-Off Data, Minimum Cash
Buffer and Run-Off Assumptionsthat, in the professiond opinion of the CPP Revauation
Frm, are necessary or advisable to correct any errors, reflect events that have occurred or
are reasonably likely to occur and ensure that the then-current CPPis set at aleve
consistent with the Run-Off Principles (collectively, “ Proposed Refinements’);
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(iii) determine, as of the date of such CPP Revaluation, (@) the amount (if any)
of Excess Cash available based on the Run-Off Projections, Run-Off Data and Run-Off
Assumptions giving effect to the Proposed Refinements and (b) for each Policy, the DPO
Accretion Payable Amount, the DPO Accretion Payabl e Percentage and the DPO
Accretion Payment Amount; and

(iv) recdculaethe CPP based on any Excess Cash and the Run-Off Projections, Run-
Off Dataand Run-Off Assumptions giving effect to the Proposed Refinements.

With respect to clause (i) of this Section 1.5(B), in reviewing the Run-Off Assumptions, the CPP
Revaluation Firm shdl in al instances utilize only assumptions that such firm, inits professiond
opinion, regards as conservative and based on such firm's view of a Stress Scenario rather than aBase
Scenario. For purpases of each CPP Revd uation, the CPP Revauation Firm shall disregard any
reductions to DPO made pursuant to Section 1.4(A) and 1.4(B)(ii) hereof.

C. Adjustment to CPP.

(i) TheBoard shal review the results of each CPP Revaluation (including the
Proposed Refinements) within thirty (30) days following completion thereof and discuss the
results with the CPP Revaluation Firm and FGIC' s senior management. The Board in good
fath shal determine, pursuant to the Run-Off Principles, whether (&) any or dl of the
Proposed Refinements should be adopted in whole or in part and (b) the CPP proposed by the
CPP Revaluation Firm should be adopted or otherwise whether the CPP should remain the
same or be adjusted upward or downward (and if so, to what extent). If the Board determines
not to adopt certain of the Proposed Refinements, the CPP Reva uation Firm shall then
recal cul ate the CPP based on the Board’ s determinations as to the Proposed Refinements and
shdll provide an updated final report with respect to the CPP Revaluation to FGIC. FGIC shall
promptly convey in writing the Board’ s determinations relating to the foregoing to the
NY SDFSfor approval (each, a“CPP Revauation Filing”). FGIC shall include with each CPP
Revauation Filing (x) any fina reports from the CPP Revauation Firm relating to such CPP
Revauation (including any Proposed Refinements and CPP calculations), (y) a certification
by FGIC's CEO that, to the best of the CEO’ sinformation and belief, the adoption or rgection
of Proposed Refinements and CPP proposed by the CPP Reva uation Firm are consistent with
the Run-Off Principles and (z) other information the NY SDFS may request. FGIC shal make
no change to the Run-Off Data (other than corrections), Run-Off Projections, Run-Off
Assumptions, Stress Scenario, Minimum Cash Buffer or CPP unless and until such change
has been approved by the NY SDFS. Any such change shall become effective on the date
indicated by the NY SDFS in its approval thereof or, to the extent not so indicated, on the date
FGIC requested, in the CPP Revauation Filing, that such change become effective.

(i) If, asaresult of any CPP Revauation, the CPP is adjusted upward (a“ CPP
Upward Adjustment”), on the related DPO Payment Date, with respect to any Policy as to
which FGIC paid any Cash from and after the Effective Date but prior to the CPP
Upward Adjustment:

B-5



WEB TRUSTEE COMMENTS TO PROPOSED PLAN

(8 FGIC shdl pay the Policy Payee Cash in an amount equal to the product
of (1) the Adjusted CPP minus the then-current CPP and (2) the
Aggregate Claims Amount less the amounts (if any) by which the DPO
has been reduced pursuant to Section 1.2(i) hereof, in each case with
respect to such Policy as of such date; and

(b)the DPO of such Policy shall be reduced by the amount of Cash paid
pursuant to clause (a) above.

(i) If, asaresult of any CPP Revaluation, the CPP is adjusted downward (a“ CPP
Downward Adjustment”), any future Cash payments that would thereafter otherwise be
payable by FGIC with respect to Policies asto which FGIC paid any Cash from and after the
Effective Date but prior to the CPP Downward Adjustment based on a higher CPP (each, an
“Overpaid Policy”) will be subject to adjustment as described in Section 1.5(C)(iv) below
(the “Equalization Adjustment”).

(iv) TheEqudization Adjustment shall reduce (including to zero) the amount of
Cash that would be payable by FGIC with respect to each Overpaid Policy following a CPP
Downward Adjustment (whether with respect to future Permitted Policy Claims, amounts
that would be payable on future DPO Payment Dates, or otherwise) until such time asthe
Aggregate Cash Payments Amount for such Policy shal equd the sum of (a) the product of
(2) the Aggregate Claims Amount for such Policy as of such time and (2) the Adjusted CPP
and (b) any DPO Accretion Payment Amounts that would have been paid with respect to
such Palicy if, a each CPP Upward Adjustment from the Effective Date through such CPP
Downward Adjustment, the CPP had been increased to the lower of (1) the CPP in effect
immediately after each such CPP Upward Adjustment and (2) the Adjusted CPP.

D. Cessation of CPP Revaluations.

Notwithstanding the other provisions of this Articlel, from and after the date on which FGIC
reasonably determines that ninety percent (90%) or more of the total anticipated Policy Claims are
no longer subject to contingencies or other developments (other than the passage of time and/or the
submission of avalid request for payment thereof), unless the value of FGIC' s remaining admitted
Cash, Cash equivdents, bonds and short-term investments exceeds two hundred percent (200%) of
the amount of Cash needed to (i) make payments based on the then-current CPP with respect to all
Policy Claimsthat were (a) Permitted (but not yet paid) on or prior to such date and (b) projected to
be Permitted in a Stress Scenario from and after such date through the remainder of the Run-Off
Period and (ii) pay operating expenses for the remainder of the Run-Off Period, FGIC shdl not be
obligated to conduct a CPP Reval uation thereafter (but may continue to conduct CPP Reval uations
and make CPP Adjustments thereafter if requested by the NY SDFS or deemed prudent by FGIC
with the approval of the NY SDFS). In making such determinations, FGIC shall act in good faith and
based on input from the CPP Reva uation Firm. The provisions set forth in this Section 1.5(D) shall
not apply to any Final CPP Reva uation.
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E. Final CPP Revaluation.

Upon FGIC' sreasonable determination that 100% of al anticipated Policy Clams under a Stress
Scenario have been submitted, or the deadline for submission of such Policy Claimsto FGIC has expired,
FGIC shdl conduct afind CPP Revdudtion (the “ Final CPP Revauation”). For purposes of the Fina
CPP Revduation, FGIC shdl nat be required to maintain the Minimum Surplus Position or the Minimum
Cash Buffer and FGIC shall consider as assets availablefor digribution dl of FGIC' sremaining assets
less projected expenses through the end of the Run-Off Period. In determining when to conduct the Find
CPP Revduation, FGIC shdl act in good faith and based on input from the CPP Reva uation Firm and
with the approvd of the NY SDFS.

ARTICLEII.

POLICY CRYSTALLIZATION EVENTS

2.1  Declaration of a Policy Crystallization Event.

If any Person (other than the FGIC Parties), notwithstanding the injunctive relief and other
terms and conditionsin the Plan (a) exercises, seeksto exercise or in any manner failsto honor the
FGIC Parties' exclusive authority to exercise FGIC Rights or otherwise fails to comply with the
injunctive relief set forth in Section 7.8(€) of the Plan, (b) exercises or seeksto exercise any
Rehabilitation-Triggered Right, (¢) declares or seeksto declare a Rehabilitation-Related Default or (d)
interferes or seeksto interfere with the FGIC Parties’ pursuit of FGIC Direct Claims (clauses (a)
through (d) collectively, “Purported FGIC Loss of Rights’), FGIC may declare with respect to such
Policy a“Policy Crystallization Event” by taking the applicable actions set forth in clauses (i) through
(iv) below; provided, however, that the exercise by any Person of itsrights, if any, under and in
accordance with Section 3.7 of the Plan shall not constitute a Purported FGIC Loss of Rights.

(i) FGIC sndl provide written notice to such Person of the Purported FGIC Loss
of Rights within sixty (60) days after FGIC becomes aware of the Purported FGIC L oss of
Rights (the “ Purported FGIC Loss of Rights Notice");

(i)  ThePurported FGIC Loss of Rights Notice shall Sate () the nature of the
Purported FGIC Loss of Rights, (b) the date(s) on or with respect to which the Purported FGIC
Loss of Rights occurred, (c) that such Person hasthirty (30) daysto cure the Purported FGIC
Lossof Rights and (d) the date as of which the Policy Crystalization Event will be effective,
which shdl bethe earliest date on or with respect to which the Purported FGIC Loss of Rights
occurred (the “Policy Crystallizetion Event Effective Date’);

(iif)  If such Person fails to cure the Purported FGIC Loss of Rights or to seek a
judicial determination in accordance with Section 8.1(j) of the Plan within thirty (30)
days after FGIC sends the Purported FGIC Loss of Rights Notice, FGIC may declare with
respect to such Policy a Policy Crystallization Event; and

(iv) FEGICispermitted to declare aPolicy Crystalization Event, FGICustprevide
wtten-hetice to-sdeh-Personwithin no earlier than thirty (30) days after thelater of the expiration
of the cure period prescribed in clause (iii) of this Section 2.1 and the find resolution (including
exhaudtion of any right of appedl) of any judicid action commenced in accordance with
Section 8.1(j) of the Plan, by providing written notice (the “ Policy Crystalization Event
Notice”), which shdll 5.7
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() state that the Purported FGIC Loss of Rights has not been cured and (b) declare that a
Policy Crystallization Event has occurred.

2.2  Effect of Declaration of Policy Crystallization Event.

Any Policy Crydtdlization Event will be effective as of the Policy Crystdlization Event
Effective Date, as stated in the Purported FGIC Loss of Rights Notice. Following adeclaration of a
Policy Crygtdlization Event, FGIC shdl determineits anticipated payment obligations under the Policy
for the remainder of the expected duration of the Policy (collectively, the “ Estimated Payment
Obligations’). FGIC aso shdl determine the date on which each Estimated Payment Obligation is
anticipated by FGIC to become due (the “ Estimated Payment Schedule”). FGIC shall determine, in good
faith, the Estimated Payment Obligations and Estimated Payment Schedules based on FGIC's
reasonable judgment, in each case based on the reserve and rdated assumptions, calculations and
projections as used by FGIC in estimating losses for such Policy in connection with FGIC' s quarterly
statutory financid statement immediately preceding the Policy Crystdlization Event, but ignoring any
actud or anticipated effects of any Purported FGIC Loss of Rights giving riseto the Policy
Crygdlization Event. For the avoidance of doubt, the Estimated Payment Obligations shdl not include
any amount in respect of termination of aCDS or other swap agreement in contravention of the Plan
(whether cadculated on the basis of “Market Quotation,” “Loss,” “Close-out Amount” or other
methodol ogies).

In respect of each Policy for which a Policy Crystallization Event has been declared,
from and after the Policy Crystallization Event Effective Date:

() aClam shal be deemed to have been made as of each date on which an
Estimated Payment Obligation was anticipated by FGIC to be due based upon the Estimated
Payment Schedule and on each date a Claim is properly submitted by the Policyholder, in an
amount equd to (a) the lesser of (X) the aggregate Estimated Payment Obligations that were
anticipated to be due from and after the Policy Crystdlization Event Effective Date through
and including such date and (y) the aggregate amount of al Claims properly submitted with
respect to events occurring from and after the Policy Crystalization Event Effective Date
through and including such date, minus (b) the aggregate amount of al previoudy Permitted
Policy Claimsfor such Policy with respect to events occurring from and after the Policy
Crydallization Event Effective Date through and including such date;

(i)  noClamsshal be Permitted with respect to such Policy except for those
described in clause (i) of this Section 2.2, and, if the Clamsdiscussed inin clause (i) of this
Section 2.2 are Permitted pursuant to the Plan, such Permitted Claims shall be tregted like other
similarly-gtuated Permitted Claims under the Flan; and

(iii) FGIC shdl be entitled to receive dl FGIC Payments arising, accrued or due at
any time, whether prior to, on or after the Policy Crystdlization Event Effective Date.

B-8



WEB TRUSTEE COMMENTS TO PROPOSED PLAN

ARTICLE I11.

MISCELLANEOUS

3.1 Integration of Plan into Each Policy.

From and after the Effective Date, the Plan shdl (i) become part of each Policy and shdll
supersede any provision of any Policy that isincongstent with the Plan and (i) govern treaetment of all
Clamsunder Palicies that have not been paid in full as of the Commencement Date.

3.2 No Security or Ownership Interest Created.

Neither DPO nor DPO Accretion shdl constitute a separate security issued by FGIC or any of
its effiliates, be represented by any certificate or other instrument issued by FGIC or any of its
affiliates or represent any ownership interest in FGIC or any of its affiliates. FGIC shdl not be
required to make any payments with respect to DPO or DPO Accretion to any Person other thanto a
holder of aPolicy.
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Pending RMBS Litigations

. Financial Guaranty Insurance Company. v. Countrywide Home Loans, Inc. (N.Y.
Sup.Ct., Index No. 650736/2009), which was amended to include all egations against
Countrywide Financial Corp., Countrywide Securities Corp, Countrywide Bank, F.S.B. and
Bank of America Corp.

. Financial Guaranty Insurance Company v. GMAC Mortgage, LLC (f/kla GMAC
Mortgage Corporation); Ally Bank (f/k'a GMAC Bank); and Residential Capital, LLC
(f/k/a Residential Capital Corporation) (S.D.N.Y. Case No. 11-cv-9729) (relating to
GMACM Home Equity Loan Trust 2006-HE1L), which was amended to include
allegations against Ally Financial, Inc. (f/lk/laGMAC, LLC)

. Financial Guaranty Insurance Company v. Residential Funding Company, LLC (f/k/a
Residential Funding Corporation); and Residential Capital, LLC (f/k/a Residential
Capital Corporation) (S.D.N.Y. Case No. 11-cv-9737) (relating to RAMP Series 2005-
RS9 Trust)

. Financial Guaranty Insurance Company v. Residential Funding Company, LLC (f/k/a
Residential Funding Corporation); and Residential Capital, LLC (f/k/a Residential
Capital Corporation) (S.D.N.Y. Case No. 11-cv-9736) (relating to RFM S| Home Equity
Loan Trust 2005-HS1 and RFMSII Home Equity Loan Trust 2005-HS2)

. Financial Guaranty Insurance Company v. Ally Financial, Inc. (f/kla GMAC LLC);
Residential Capital, LLC (f/k/a Residential Capital Corporation); and Residential
Funding Company, LLC (f/k/a Residential Funding Corporation) (S.D.N.Y. Case No. 12-
cv-0341) (relating to RASC Series 2005-EM X5 Trust)

. Financial Guaranty Insurance Company v. Ally Financial, Inc. (f/k/la GMAC LLC);
Residential Capital, LLC (f/k/a Residential Capital Corporation;) and Residential
Funding Company, LLC (f/k/a Residential Funding Corporation) (S.D.N.Y. Case No. 12-
cv-0338) (relating to RAMP Series 2005-EFC7 Trust)

. Financial Guaranty Insurance Company v. Ally Financial, Inc. (f/kla GMAC LLC);
Residential Capital, LLC (f/k/a Residential Capital Corporation); and Residential
Funding Company, LLC (f/k/a Residential Funding Corporation) (S.D.N.Y. Case No. 12-
cv-0339) (relating to RAMP Series 2005-NC1 Trust)

. Financial Guaranty Insurance Company v. Ally Financial, Inc. (f/kla GMAC LLC);
Residential Capital, LLC (f/k/a Residential Capital Corporation); and Residential
Funding Company, LLC (f/k/a Residential Funding Corporation) (S.D.N.Y. Case No. 12-
cv-0340) (relating to RFM SII Series 2005-HSA1 Trust, RFMSII Series 2006-HSA1 Trust
and RFMSI| Series 2006-HSA2 Trust)

. Financial Guaranty Insurance Company v. Ally Financial, Inc. (f/kla GMAC LLC);
Residential Capital, LLC (f/k/a Residential Capital Corporation); Ally Bank (f/k'a GMAC
Bank); and GMAC Mortgage, LLC (f/k/la GMAC Mortgage Corporation) (SD.N.Y ., Case
No. 12-cv-0780) (relating to GMACM Home Equity Loan Trust 2005-HE1L)
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Financial Guaranty Insurance Company v. Ally Financial, Inc. (f/kla GMAC LLC);
Residential Capital, LLC; and Residential Funding Company, LLC (S.D.N.Y. Case No.
12-cv-1601) (relating to RASC Series 2007-EM X1 Trust)

Financial Guaranty Insurance Company v. Ally Financial, Inc. (f/lkka GMAC LLC);
Residential Capital, LLC (f/k/a Residential Capital Corporation); Ally Bank (f/k/la GMAC
Bank); and GMAC Mortgage, LLC (f/kla GMAC Mortgage Corporation) (SD.N.Y ., Case
No. 12-cv-1658) (relating to GMACM Home Equity Loan Trust 2006-HE3)

Financial Guaranty Insurance Company v. Ally Financial, Inc. (f/lkka GMAC LLC);
Residential Capital, LLC (f/k/a Residential Capital Corporation); Ally Bank (f/lkla GMAC
Bank); and GMAC Mortgage, LLC (f/kla GMAC Mortgage Corporation) (S.D.N.Y ., Case
No. 12-cv-1818) (relating to GMACM Home Equity Loan Trust 2006-HE2 and GMACM
Home Equity Loan Trust 2007-HE2)

Financial Guaranty Insurance Company v. Ally Financial, Inc. (f/kla GMAC LLC);
Residential Capital, LLC (f/k/a Residential Capital Corporation); and Residential
Funding Company, LLC (f/k/a Residential Funding Corporation) (S.D.N.Y. Case No. 12-
cv- 1860) (relating to RFM SII Home Equity Loan Trust 2006-HI2, RFMSII Home Equity
Loan Trust 2006-HI3, RFMSI1 Home Equity Loan Trust 2006-HI4, RFM SII Home Equity
Loan Trust 2006-HI5 and RFM SII Home Equity Loan Trust 2007-HI1)
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or representations with respect to such matters are erroneous. Any opinion of counsel
may also be based, insofar as it relates to factual matters, upon a certificate or opinion of,
or representations by, an Authorized Officer of the Sponsor, the Servicer or the Trustee,
stating that the information with respect to such matters is in the possession of such
Person, unless such counsel knows, or in the exercise of reasonable care should know, that
the certificate or opinion or representations with respect to such matters are erroneous.
Any opinion of counsel may be based on the written opinion of other counsel, in which
event such opinion of counsel shall be accompanied by a copy of such other counsel’s
opinion and shall include a statement to the effect that such counsel believes that such
counsel and the addressee thereof may reasonably rely upon the opinion of such other
counsel.

Where any Person is required to make, give or execute two or more
applications, requests, consents, certificates, statements, opinions or other instruments
under this Agreement, they may, but need not, be consolidated and form one instrument.

Section 11.3. Acts of Owners. (a) Any request, demand, authorization,
direction, notice, consent, waiver or other action provided by this Agreement to be given
or taken by the Owners may be embodied in and evidenced by one or more instruments
of substantially similar tenor signed by such Owners in person or by an agent duly
appointed in writing; and, except as herein otherwise expressly provided, such action shall
become effective when such instrument or instruments are delivered to the Trustee, and,
where it is hereby expressly required, to the Sponsor. Such instrument or instruments
(and the action embodied therein and evidenced thereby) are herein sometimes referred
to as the "act" of the Owners signing such instrument or instruments. Proof of execution
of any such instrument or of a writing appointing any such agent shall be sufficient for
any purpose of this Agreement and conclusive in favor of the Trustee and the Trust, if
made in the manner provided in this Section.

(b) The fact and date of the execution by any Person of any such
instrument or writing may be proved by the affidavit of a witness of such execution or
by the certificate of any notary public or other officer authorized by law to take
acknowledgments of deeds, certifying that the individual signing such instrument or
writing acknowledged to him the execution thereof. Whenever such execution is by an
officer of a corporation or a member of a partnership on behalf of such corporation or
partnership, such certificate or affidavit shall also constitute sufficient proof of his
authority.

(¢) The ownership of Certificates shall be proved by the Register.

(d) Any request, demand, authorization, direction, notice, consent, waiver
or other action by the Owner of any Certificate shall bind the Owner of every Certificate
issued upon the registration of transfer thereof or in exchange therefor or in lieu thereof,
in respect of anything done, omitted or suffered to be done by the Trustee or the Trust
in reliance thereon, whether or not notation of such action is made upon such Certificates.
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Section 11.4. Notices, etc. to Trustee. Any request, demand, authorization,
direction, notice, consent, waiver or act of the Owners or other documents provided or
permitted by this Agreement to be made upon, given or furnished to, or filed with the
Trustee by any Owner, the Certificate Insurer or by the Sponsor shall be sufficient for
every purpose hereunder if made, given, furnished or filed in writing to or with and
received by the Trustee at its corporate trust office as set forth in Section 2.2 hereof.

Section 11.5. Notices and Reports to Owners: Waiver of Notices. Where
this Agreement provides for notice to Owners of any event or the mailing of any report
to Owners, such notice or report shall be sufficiently given (unless otherwise herein
expressly provided) if mailed, first-class postage prepaid, to each Owner affected by such
event or to whom such report is required to be mailed, at the address of such Owner as
it appears on the Register, not later than the latest date, and not earlier than the earliest
date, prescribed for the giving of such notice or the mailing of such report. In any case
where a notice or report to Owners is mailed in the manner provided above, neither the
failure to mail such notice or report nor any defect in any notice or report so mailed to
any particular Owner shall affect the sufficiency of such notice or report with respect to
other Owners, and any notice or report which is mailed in the manner herein provided
shall be conclusively presumed to have been duly given or provided.

Where this Agreement provides for notice in any manner, such notice may
be waived in writing by any Person entitled to receive such notice, either before or after
the event, and such waiver shall be the equivalent of such notice. Waivers of notice by
Owners shall be filed with the Trustee, but such filing shall not be a condition precedent
to the validity of any action taken in reliance upon such waiver.

In case, by reason of the suspension of regular mail service as a result of
a strike, work stoppage or similar activity, it shall be impractical to mail notice of any
event to Owners when such notice is required to be given pursuant to any provision of
this Agreement, then any manner of giving such notice as shall be satisfactory to the
Trustee shall be deemed to be a sufficient giving of such notice.

Where this Agreement provides for notice to any rating agency that rated
any Certificates, failure to give such notice shall not affect any other rights or obligations
created hereunder.

Section 11.6. Rules by Trustee and Sponsor. The Trustee may make
reasonable rules for any meeting of Owners. The Sponsor may make reasonable rules and
set reasonable requirements for its functions.

Section 11.7. Successors and Assigns. All covenants and agreements in
this Agreement by any party hereto shall bind its successors and assigns, whether so
expressed or not.
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Section 11.8. Severability. In case any provision in this Agreement or in
the Certificates shall be invalid, illegal or unenforceable, the validity, legality and
enforceability of the remaining provisions shall not in any way be affected or impaired
thereby.

Section 11.9. Benefits of Agreement. Nothing in this Agreement or in the
Certificates, expressed or implied, shall give to any Person, other than the Owners, the
Certificate Insurer and the parties hereto and their successors hereunder, any benefit or
any legal or equitable right, remedy or claim under this Agreement.

Section 11.10. Legal Holidays. In any case where the date of any
Remittance Date, any Payment Date, any other date on which any distribution to any
Owner is proposed to be paid, or any date on which a notice is required to be sent to any
Person pursuant to the terms of this Agreement shall not be a Business Day, then
(notwithstanding any other provision of the Certificates or this Agreement) payment or
mailing need not be made on such date, but may be made on the next succeeding Business
Day with the same force and effect as if made or mailed on the nominal date of any such
Remittance Date, such Payment Date, or such other date for the payment of any
distribution to any Owner or the mailing of such notice, as the case may be, and no
interest shall accrue for the period from and after any such nominal date, provided such
payment is made in full on such next succeeding Business Day.

Section 11.11. Governing Law. In view of the fact that Owners are
expected to reside in many states and outside the United States and the desire to establish
with certainty that this Agreement will be governed by and construed and interpreted in
accordance with the law of a state having a well-developed body of commercial and
financial law relevant to transactions of the type contemplated herein, this Agreement and
each Certificate shall be construed in accordance with and governed by the laws of the
State of New York applicable to agreements made and to be performed therein.

Section 11.12. Counterparts. This instrument may be executed in any
number of counterparts, each of which so executed shall be deemed to be an original, but
all such counterparts shall together constitute but one and the same instrument.

Section 11.13. Usury. The amount of interest payable or paid on any
Certificate under the terms of this Agreement shall be limited to an amount which shall
not exceed the maximum nonusurious rate of interest allowed by the applicable laws of
the State of New York or any applicable law of the United States permitting a higher
maximum nonusurious rate that preempts such applicable New York laws, which could
lawfully be contracted for, charged or received (the "Highest Lawful Rate"). In the event
any payment of interest on any Certificate exceeds the Highest Lawful Rate, the Trust
stipulates that such excess amount will be deemed to have been paid to the Owner of such
Certificate as a result of an error and the Owner receiving such excess payment shall
promptly, upon discovery of such error or upon notice thereof from the Trustee on behalf
of the Trust, refund the amount of such excess or, at the option of such Owner, apply the
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excess to the payment of principal of such Certificate, if any, remaining unpaid. In
addition, all sums paid or agreed to be paid to the Trustee for the benefit of Owners of
Certificates for the use, forbearance or detention of money shall, to the extent permitted
by applicable law, be amortized, prorated, allocated and spread throughout the full term
of such Certificates.

Section 11.14. Amendment. (a) The Trustee, the Sponsor and the
Servicer, may at any time and from time to time, with the prior written approval of the
Certificate Insurer but without the giving of notice to or the receipt of the consent of the
Owners, amend this Agreement, and the Trustee shall consent to such amendment, for the
purpose of (i) curing any ambiguity, or correcting or supplementing any provision hereof
which may be inconsistent with any other provision hereof, or to add provisions hereto
which are not inconsistent with the provisions hereof, (ii) upon receipt of an opinion of
counsel, the cost of which shall be paid by the Servicer, experienced in federal income
tax matters to the effect that no entity-level tax will be imposed on the Trust or upon the
transferor of a Class R Certificate as a result of the ownership of any Class R Certificate
by a Disqualified Organization, removing the restriction on transfer set forth in Section
5.8(b) hereof or (iii) complying with the requirements of the Code and the regulations
proposed or promulgated thereunder; provided, however, that any such action shall not,
as evidenced by an opinion of counsel delivered to the Trustee, materially and adversely
affect the interests of any Owner (without its written consent).

(b) The Trustee, the Sponsor and the Servicer may, at any time and from
time to time, with the prior written approval of the Certificate Insurer but without the
giving of notice to or the receipt of the consent of the Owners, amend this Agreement,
and the Trustee is hereby authorized to accept and execute such amendment, for the
purpose of changing the definition of "Specified Subordinated Amount".

(c) This Agreement may also be amended by the Trustee, the Sponsor, and
the Servicer at any time and from time to time, with the prior written approval of the
Certificate Insurer and not less than a majority of the Percentage Interest represented by
each affected Class of Certificates then Outstanding, for the purpose of adding any
provisions or changing in any manner or eliminating any of the provisions of this
Agreement or of modifying in any manner the rights of the Owners hereunder; provided,
however, that no such amendment shall (i) change in any manner the amount of, or
change the timing of, payments which are required to be distributed to any Owner without
the consent of the Owner of such Certificate or (ii) reduce the aforesaid percentages of
Percentage Interests which are required to consent to any such amendments, without the
consent of the Owners of all Certificates of the Class or Classes affected then
Outstanding.

(d) Each proposed amendment to this Agreement shall be accompanied by
an opinion of counsel nationally recognized in federal income tax matters addressed to the
Trustee and to the Certificate Insurer to the effect that such amendment would not
adversely affect the status of the Trust as a REMIC.
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(e) The Sponsor shall provide the Certificate Insurer, the Owners, Moody’s
and S&P with copies of any amendments to this Agreement, together with copies of any
opinions or other documents or instruments executed in connection therewith.

(f) The Trustee shall not be required to enter into any amendment which
affects its rights or obligations hereunder.

Section 11.15. REMIC Status: Taxes. (a) The Tax Matters Person, at its
own expense, shall prepare and file or cause to be filed with the Internal Revenue Service
Federal tax or information returns with respect to the Trust and the Certificates containing
such information and at the times and in such manner as may be required by the Code or
applicable Treasury regulations, and shall furnish to Owners such statements or
information at the times and in such manner as may be required thereby. For this
purpose, the Tax Matters Person may, but need not, rely on any proposed regulations of
the United States Department of the Treasury. The Tax Matters Person shall indicate the
election to treat the Trust as a REMIC (which election shall apply to the taxable period
ending December 31, 1996 and each calendar year thereafter) in such manner as the Code
or applicable Treasury regulations may prescribe. The Trustee, as Tax Matters Person
appointed pursuant to Section 11.17 hereof shall sign all tax information returns filed
pursuant to this Section 11.15. The Tax Matters Person shall provide information
necessary for the computation of tax imposed on the transfer of a Class R Certificate to
a Disqualified Organization, or an agent of a Disqualified Organization, or a pass-through
entity in which a Disqualified Organization is the record holder of an interest. The Tax
Matters Person shall provide the Trustee with copies of any Federal tax or information
returns filed, or caused to be filed, by the Tax Matters Person with respect to the Trust
or the Certificates.

(b) The Tax Matters Person, at its own expense, shall timely file all
reports required to be filed by the Trust with any federal, state or local governmental
authority having jurisdiction over the Trust, including other reports that must be filed with
the Owners, such as the Internal Revenue Service’s Form 1066 and Schedule Q and the
form required under Section 6050K of the Code, if applicable to REMICs. Furthermore,
the Tax Matters Person shall report to Owners, if required, with respect to the allocation
of expenses pursuant to Section 212 of the Code in accordance with the specific
instructions to the Tax Matters Person by the Sponsor with respect to such allocation of
expenses. The Tax Matters Person shall collect any forms or reports from the Owners
determined by the Sponsor to be required under applicable federal, state and local tax
laws.

(¢) The Tax Matters Person, at its own expense, shall provide to the
Internal Revenue Service and to persons described in Section 860E(e)(3) and (6) of the
Code the information described in Proposed Treasury Regulation Section 1.860D-
1(b)(5)(i1), or any successor regulation thereto. Such information will be provided in the
manner described in Proposed Treasury Regulation Section 1.860E(2)(a)(5), or any
successor regulation thereto.
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(d) The Sponsor covenants and agrees that within ten Business Days after
the Startup Day it shall provide to the Trustee any information necessary to enable the
Trustee to meet its obligations under subsections (b) and (c) above.

(e) The Trustee, the Sponsor and the Servicer each covenants and agrees
for the benefit of the Owners (i) to take no action which would result in the termination
of "REMIC" status for the Trust, (ii) not to engage in any "prohibited transaction”, as such
term is defined in Section 860F(a)(2) of the Code and (iii) not to engage in any other
action which may result in the imposition on the REMIC Trust of any other taxes under
the Code.

(f) The Trust shall, for federal income tax purposes, maintain books on a
calendar year basis and report income on an accrual basis.

(g) Except as otherwise permitted by Section 7.6(b), no Eligible
Investment shall be sold prior to its stated maturity (unless sold pursuant to a plan of
liquidation in accordance with Article IX hereof).

(h) Neither the Sponsor nor the Trustee shall enter into any arrangement
by which the Trustee will receive a fee or other compensation for services rendered
pursuant to this Agreement, which fee or other compensation is paid from the Trust
Estate, other than as expressly contemplated by this Agreement.

(i) Notwithstanding the foregoing clauses (g) and (h), the Trustee or the
Sponsor may engage in any of the transactions prohibited by such clauses, provided that
the Trustee shall have received (not at the expense of the Trust or the Trustee) an opinion
of counsel experienced in federal income tax matters to the effect that such transaction
does not result in a tax imposed on the Trust or cause a termination of REMIC status for
the Trust; provided, however, that such transaction is otherwise permitted under this
Agreement.

Section 11.16. Additional Limitation on Action and Imposition of Tax.
(a) Any provision of this Agreement to the contrary notwithstanding, the Trustee shall
not, without having obtained (not at the expense of the Trust or the Trustee) an opinion
of counsel experienced in federal income tax matters to the effect that such transaction
does not result in a tax imposed on the Trust or cause a termination of REMIC status for
the Trust, (i) sell any assets in the Trust Estate, (ii) accept any contribution of assets after
the Startup Day or (iii) agree to any amendment of this Agreement under Section 11.14
hereof.

(b) In the event that any tax is imposed on "prohibited transactions" of the
Trust as defined in Section 860F(a)(2) of the Code, on the "net income from foreclosure
property" as defined in Section 860G(c) of the Code, on any contribution to the Trust
after the Startup Day pursuant to Section 860G(d) of the Code, or any other tax is
imposed, such tax shall be paid by (i) the Trustee, if such tax arises out of or results from
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a material breach by the Trustee of any of its obligations under this Agreement, (ii) the
Servicer, if such tax arises out of or results from a breach by the Servicer of any of its
obligations under this Agreement, or otherwise (iii) the Owners of the Class R Certificates
in proportion to their Percentage Interests. To the extent such tax is chargeable against
the Owners of the Class R Certificates, notwithstanding anything to the contrary contained
herein, the Trustee is hereby authorized to retain from amounts otherwise distributable to
the Owners of the Class R Certificates on any Payment Date sufficient funds to reimburse
the Trustee for the payment of such tax (to the extent that the Trustee has not been
previously reimbursed or indemnified . therefor). The Trustee agrees to first seek
indemnification for any such tax payment from any indemnifying parties before
reimbursing itself from amounts otherwise distributable to the Owners of the Class R
Certificates.

Section 11.17. Appointment of Tax Matters Person. A Tax Matters Person
will be appointed for Trust for all purposes of the Code and such Tax Matters Person will
perform, or cause to be performed, without any right of reimbursement, such duties and
take, or cause to be taken, such actions as are required to be performed or taken by the
Tax Matters Person under the Code, including, but not limited to, the representation of
the Trust in any tax audit (including any administrative or judicial proceedings with
respect thereto that involve the Internal Revenue Service or state tax authorities). The
Owners of the Class R Certificates hereby designate the Trustee, acting as their agent, to
be the Tax Matters Person for the Trust.

Section 11.18. The Certificate Insurer. (a) The Certificate Insurer is a
third-party beneficiary of this Agreement. Any right conferred to the Certificate Insurer
shall be suspended during occurrence and continuance of a Certificate Insurer Default.
During any period of suspension the Certificate Insurer’s rights hereunder shall vest in the
Owners of the Class A Certificates and shall be exercisable by the Owners of at least a
majority in Percentage Interest of the Class A Certificates then Outstanding. At such time
as the Class A Certificates are no longer Outstanding hereunder and the Certificate Insurer
has been reimbursed for all Insured Payments to which it is entitled hereunder, the
Certificate Insurer’s rights hereunder shall terminate.

Section 11.19. Notices. All notices hereunder shall be given as follows,
until any superseding instructions are given to all other Persons listed below:
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The Trustee: Norwest Bank Minnesota,
National Association
Sixth Street & Marquette Avenue
Minneapolis, Minnesota 55479-0069
Attention: Corporate Trust Department
Re:  EquiVantage Home Equity

Loan Trust 1996-1

Tel: (612) 667-7167
Fax: (612) 667-9825

The Sponsor: EquiVantage Acceptance Corp.
13111 Northwest Freeway, Suite 302

Houston, Texas 77040
Attention: President
Tel: (713) 895-1957
Fax: (713) 895-1999

with a copy addressed to the attention of
the General Counsel at the same address.

The Servicer: EquiVantage Inc.
13111 Northwest Freeway, Suite 300

Houston, Texas 77040
Attention: President
Tel: (713) 895-1900
Fax: (713) 895-3870

with a copy addressed to the attention of
the General Counsel at the same address.

The Certificate
Insurer : Financial Guaranty Insurance Company

115 Broadway

New York, NY 10006

Attention: Surveillance Department

Re:  EquiVantage Home Equity
Loan Trust 1996-1

Confirmation: (212) 312-3000

Fax: (212) 312-3093
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Moody’s: Moody’s Investors Service
99 Church Street
New York, New York 10007
Attention: The Mortgage Monitoring

Department
S&P: Standard & Poor’s Ratings Services
26 Broadway
15th Floor

New York, New York 10004
Attention: Surveillance Dept.

Underwriter: Prudential Securities Incorporated
One Seaport Plaza
New York, New York 10292
Attention:
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IN WITNESS WHEREOF, the Sponsor, the Servicer and the Trustee have
caused this Agreement to be duly executed by their respective officers thereunto duly
authorized, all as of the day and year first above written.

EQUIVANTAGE ACCEPTANCE CORP.,
as Sponsor

By: M / ,gmf\

Name:// John E. Smith
Title: President

EQUIVANTAGE INC.,
as Servicer

By: M/ Z*’K?

Namg/ John E. Smith
Title: President

NORWEST BANK MINNESOTA,
NATIONAL ASSOCIATION,
as Trustee

By: % Zﬁféﬂ

Name? Kelly Faykus
Title: Corporate Trust Officer

[Pooling and Servicing Agreement]



STATE OF [tdas’ )
. S

. . S..
COUNTY OF Nonrwo )

On the éf_ﬂcﬁ%ay of February, 1996, before me personally came John E.
Smith, to me known, who, being by me duly sworn, did depose and say that his address
is 13111 Northwest Freeway, Suite 300, Houston, Texas 77040; that he is the President
of EquiVantage Inc. and the President of EquiVantage Acceptance Corp.; which
corporations are described in and which executed the above instrument; and that he signed
his name thereto by order of the respective Board of Directors of said corporations.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
official seal the day and year in this certificate first above written.

[NOTARIAL SEAL] )

BONNIE J. A, GARBES Notary Public
MY COMMISSION EXPiRes
February 7, 2000
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STATE OF NEW YORK )
: SS.

COUNTY OF NEW YORK )

On thez_gd_/ day of February, 1996, before me personally came Kelly
Faykus, to me known, who, being by me duly sworn, did depose and say that his address
is Norwest Center, Sixth Street and Marquette Avenue, Minneapolis, Minnesota 55479-
0069; that he is the Corporate Trust Officer of Norwest Bank Minnesota, National
Association; which is described in and which executed the above instrument; and that he
signed his name thereto by order of the respective Board of Directors of said association.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my
official seal the day and year in this certificate first above written.

[NOTARIAL SEAL]

(000 Hovrenne

Notary Public

ALICE GREENWALD
Notary Public, State of New York
No.31-4506277

AR ty
ualified in New York Coun
COmm?ssion Expires December 31, 199_2



EXHIBIT A

EQUIVANTAGE HOME EQUITY LOAN TRUST 1996-1
HOME EQUITY LOAN ASSET-BACKED CERTIFICATE
CLASS A FIXED RATE CLASS A CERTIFICATES
(6.550% Class A Certificate)

Representing Certain Interests Relating to a Pool of
Mortgage Loans in the EquiVantage Home Equity Loan Trust 1996-1
formed by EquiVantage Acceptance Corp., as Sponsor, and Serviced by

EQUIVANTAGE INC.

Unless this certificate is presented by an authorized representative of The
Depository Trust Company, a New York corporation ("DTC"), to Issuer or its agent for
registration of transfer, exchange, or payment, and any certificate issued is registered in
the name of Cede & Co. or in such other name as is requested by an authorized
representative of DTC (and any payment is made to Cede & Co. or to such other entity
as is requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE,
OR OTHER USE HEREOF FOR VALUE OR OTHERWISE BY OR TO ANY PERSON
IS WRONGFUL inasmuch as the registered owner hereof, Cede & Co., has an interest
herein.

(This certificate does not represent an interest in, or an obligation of, nor
are the underlying Mortgage Loans insured or guaranteed by, EquiVantage Acceptance
Corp., EquiVantage Inc., an Originator or any of their subsidiaries and affiliates. This
certificate represents a fractional ownership interest in Class A described herein, moneys
in certain Accounts created pursuant to the Pooling and Servicing Agreement and certain
other rights relating thereto and is payable only from amounts received by the Trustee (i)
relating to the Mortgage Loans held by the Trust, (ii) moneys held in such Accounts and
(iii) pursuant to the Certificate Insurance Policy.)

No.: A February 28, 1996 29476Y AF6
Date CUSIP
$75.005.000 April 25, 2027
Original Principal Amount Final Scheduled Payment Date
CEDE & CO.

Registered Owner

A-1



The registered Owner named above is the registered Owner of a fractional
interest in (i) a pool of fixed rate, closed-end mortgage loans (the "Mortgage Loans")
which will be formed by EquiVantage Acceptance Corp. ("EquiVantage" or the
"Sponsor"), a Delaware corporation and sold by the Sponsor to Norwest Bank Minnesota,
National Association, a national banking association, as trustee (the "Trustee") on behalf
of EquiVantage Home Equity Loan Trust 1996-1 (the "Trust") pursuant to that certain
Pooling and Servicing Agreement dated as of February 1, 1996 (the "Pooling and
Servicing Agreement") by and among the Sponsor, the Trustee and EquiVantage Inc., as
Servicer (the "Servicer"), (ii) such amounts, including Eligible Investments and the
proceeds of payments under the Certificate Insurance Policy, as from time to time may
be held in the related Accounts (except as otherwise provided in the Pooling and
Servicing Agreement), each created pursuant to the Pooling and Servicing Agreement, (iii)
any Mortgaged Property, the ownership of which has been effected in the name of the
Servicer on behalf of the Trust as a result of foreclosure or acceptance by the Servicer of
a deed in lieu of foreclosure and that has not been withdrawn from the Trust Estate, (iv)
any Insurance Policies and any rights of the Sponsor in any Insurance Policies and (v) Net
Liquidation Proceeds.

The Original Principal Amount set forth above is equal to the product of
(i) the Percentage Interest represented by this Certificate and (ii) the aggregate original
principal amount of the Class A Certificates on February 28, 1996 (the "Startup Date"),
which aggregate amount as of February 28, 1996 was $75,005,000. The Owner hereof
is entitled to principal payments on each Payment Date, as hereinafter described, which
will fully amortize such Original Principal Amount over the period from the date of initial
delivery hereof to the final Payment Date of the Class A Certificates. Therefore, the
actual outstanding principal amount of this Certificate, on any date subsequent to March
25, 1996 (the first Payment Date) will be less than the Original Principal Amount set forth
above.

Upon receiving the final distribution hereon, the Owner hereof is required
to send this Certificate to the Trustee. The Pooling and Servicing Agreement provides
that, in any event, upon the making of the final distribution due on this Certificate, this
Certificate shall be deemed cancelled for all purposes under the Pooling and Servicing
Agreement.

SOLELY FOR FEDERAL INCOME TAX PURPOSES, THIS
CERTIFICATE REPRESENTS AN INTEREST IN A CLASS OF "REGULAR
INTERESTS" IN A "REAL ESTATE MORTGAGE INVESTMENT CONDUIT"
("REMIC") AS THOSE TERMS ARE DEFINED, RESPECTIVELY, IN SECTION 860G
AND 860D OF THE INTERNAL REVENUE CODE OF 1986, AS AMENDED (THE
"CODE"), ASSUMING COMPLIANCE WITH THE REMIC PROVISIONS OF THE
CODE.



THIS CERTIFICATE IS A PASS-THROUGH CERTIFICATE ONLY
AND, NOTWITHSTANDING REFERENCES HEREIN TO PRINCIPAL AND
INTEREST, NO DEBT OF ANY PERSON IS REPRESENTED HEREBY.

NEITHER THIS CERTIFICATE NOR THE UNDERLYING MORTGAGE
LOANS ARE INSURED OR GUARANTEED BY THE FEDERAL DEPOSIT
INSURANCE CORPORATION, THE FEDERAL SAVINGS AND LOAN INSURANCE
CORPORATION, THE GOVERNMENTNATIONAL MORTGAGE ASSOCIATION OR
ANY OTHER GOVERNMENTAL AGENCY.

This Certificate is one of a Class of duly-authorized Certificates designated
as EquiVantage Home Equity Loan Trust 1996-1, Home Equity Loan Asset-Backed
Certificates, Class A Fixed Rate Certificates (the "Class A Certificates") and issued under
and subject to the terms, provisions and conditions of the Pooling and Servicing
Agreement, to which Pooling and Servicing Agreement the Owner of this Certificate by
virtue of acceptance hereof assents and by which such Owner is bound. Also issued under
the Pooling and Servicing Agreement are Class R Certificates; all such Certificates are
collectively referred to herein as the "Certificates."

Terms capitalized herein and not otherwise defined herein shall have the
respective meanings set forth in the Pooling and Servicing Agreement.

On the 25th day of each month, or, if such day is not a Business Day, then
the next succeeding Business Day (each such day being a "Payment Date") commencing
March 25, 1996, the Owners of the Class A Certificates as of the close of business on the
last business day of the calendar month immediately preceding the calendar month in
which such Payment Date occurs (or, with respect to the First Payment Date, the close
of business on February 28, 1996) (the "Record Date") will be entitled to receive the
Class A Distribution Amount relating to such Payment Date. Distributions will be made
in immediately available funds to such Owners, by wire transfer or otherwise, to the
account of an Owner at a domestic bank or other entity having appropriate facilities
therefor, if such Owner has so notified the Trustee at least five business days prior to the
related record date, or by check mailed to the address of the person entitled thereto as it
appears on the Register.

Each Owner of Record of a Class A Certificate will be entitled to receive
such Owner’s Percentage Interest in the amounts distributed on such Payment Date to the
Owners of the Class A Certificates. The Percentage Interest of each Class A Certificate
as of any date of determination will be equal to the percentage obtained by dividing the
Original Principal Amount set forth on such Class A Certificate by $75,005,000.

Pursuant to the Certificate Insurance Policy, the Certificate Insurer is
required, to the extent of any insufficiency in Available Funds, to make Insured Payments
available to the Trustee necessary to distribute the full amount of the Insured Distribution
Amount with respect to the Class A Certificates on each Payment Date.
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Upon receipt of amounts under the Certificate Insurance Policy on behalf
of the Owners of the Class A Certificates, the Trustee shall distribute in accordance with
the Pooling and Servicing Agreement to the Owners of the Class A Certificates any
portion thereof to which such Owners may be entitled.

The Trustee is required to duly and punctually pay distributions with
respect to this Certificate in accordance with the terms hereof and the Pooling and
Servicing Agreement. Amounts properly withheld under the Code or applicable to any
Owner shall be considered as having been paid by the Trustee to such Owner for all
purposes of the Pooling and Servicing Agreement.

The Mortgage Loans will be serviced by the Servicer pursuant to the
Pooling and Servicing Agreement. The Pooling and Servicing Agreement permits the
Servicer to enter into Sub-Servicing Agreements with certain institutions eligible for
appointment as Sub-Servicers for the servicing and administration of certain Mortgage
Loans. No appointment of any Sub-Servicer shall release the Servicer from any of its
obligations under the Pooling and Servicing Agreement.

This Certificate does not represent a deposit or other obligation of, or an
interest in, nor are the underlying Mortgage Loans insured or guaranteed by, EquiVantage
Acceptance Corp., EquiVantage Inc., any Originator or any of their subsidiaries and
affiliates and are not insured or guaranteed by the Federal Deposit Insurance Corporation,
the Government National Mortgage Association, or any other governmental agency. This
Certificate is limited in right of payment to certain collections and recoveries and amounts
on deposit in the Accounts (except as otherwise provided in the Pooling and Servicing
Agreement) and payments received by the Trustee pursuant to the Certificate Insurance
Policy, all as more specifically set forth hereinabove and in the Pooling and Servicing
Agreement.

No Owner shall have any right to institute any proceeding, judicial or
otherwise, with respect to the Pooling and Servicing Agreement, or for the appointment
of a receiver or trustee, or for any other remedy under the Pooling and Servicing
Agreement except in compliance with the terms hereof.

Notwithstanding any other provisions in the Pooling and Servicing
Agreement, the Owner of any Certificate shall have the right which is absolute and
unconditional to receive distributions to the extent provided in the Pooling and Servicing
Agreement with respect to such Certificate or to institute suit for the enforcement of any
such distribution, and such right shall not be impaired without the consent of such Owner.

The Pooling and Servicing Agreement additionally provides that (i) the
Servicer or the Certificate Insurer may, at its option, purchase from the Trust all (but not
fewer than all) remaining Mortgage Loans and other property then constituting the Trust
Estate, and thereby effect early retirement of the Class A Certificates, on any Remittance
Date when the aggregate outstanding Loan Balances of the Mortgage Loans in the Trust
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Estate is 10% or less of the sum of the original aggregate Loan Balance of the Mortgage
Loans in the Trust Estate as of the Cut-Off Date and (ii) under certain circumstances
relating to the qualification of the Trust as a REMIC under the Code the Mortgage Loans
may be sold, thereby affecting the early retirement of the Class A Certificates.

The Trustee shall give written notice of termination of the Pooling and
Servicing Agreement to each Owner in the manner set forth therein.

The Owners of a majority of the Percentage Interests represented by the
Class A Certificates, upon compliance with the requirements set forth in the Pooling and
Servicing Agreement, have the right, with the consent of the Certificate Insurer, to
exercise any trust or power set forth in the Pooling and Servicing Agreement with respect
to the Certificates or the Trust Estate.

As provided in the Pooling and Servicing Agreement and subject to certain
limitations therein set forth and referred to on the face hereof, the transfer of this
Certificate is registrable in the Register upon surrender of this Certificate for registration
of transfer at the office designated as the location of the Register, and thereupon one or
more new Certificates of like Class, tenor and a like Percentage Interest will be issued to
the designated transferee or transferees.

The Trustee is required to furnish certain information on each Payment
Date to the Owner of this Certificate, as more fully described in the Pooling and Servicing
Agreement.

The Class A Certificates are issuable only as registered Certificates in
denominations of $1,000 original principal amount and integral multiples of $1,000
(except for one odd Certificate). As provided in the Pooling and Servicing Agreement
and subject to certain limitations therein set forth, Class A Certificates are exchangeable
for new Class A Certificates of authorized denominations evidencing the same aggregate
principal amount.

The Trustee and any agent of the Trustee may treat the Person in whose
name this Certificate is registered as the owner hereof for all purposes, and neither the
Trustee or any such agent shall be affected by notice to the contrary.



IN WITNESS WHEREOF, the Trustee has caused this Certificate to be
duly executed on behalf of the Trust.

EQUIVANTAGE HOME EQUITY
LOAN TRUST 1996-1

By: Norwest Bank Minnesota,
National Association, as Trustee

By:
Name:
Title:

Trustee Authentication

NORWEST BANK MINNESOTA,
NATIONAL ASSOCIATION, as Trustee

By:
Name:
Title:

Dated: , 199 _
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EXHIBIT B

EQUIVANTAGE HOME EQUITY LOAN TRUST 1996-1
HOME EQUITY LOAN ASSET-BACKED CERTIFICATE
CLASS R

Representing Certain Interests Relating to a Pool
of Mortgage Loans in the EquiVantage Home Equity Loan Trust 1996-1
and a Principal and Interest Account Formed by EquiVantage
Acceptance Corp. and Serviced by

EQUIVANTAGE INC.

THIS CERTIFICATE IS SUBORDINATED IN RIGHT OF CERTAIN
PAYMENTS TO THE CLASS A CERTIFICATES AS DESCRIBED IN THE POOLING
AND SERVICING AGREEMENT REFERRED TO HEREIN. DISTRIBUTIONS
HEREON ARE SUBJECT TO THE PRIOR RIGHT OF THE CLASS A CERTIFICATE
OWNERS.

THIS CERTIFICATE HAS NOT BEEN REGISTERED UNDER THE
SECURITIES ACT OF 1933, AS AMENDED (THE "SECURITIES ACT"), OR THE
SECURITIES LAWS OF ANY STATE IN RELIANCE UPON EXEMPTIONS
PROVIDED BY THE SECURITIES ACT AND SUCH STATE SECURITIES LAWS.
NO RESALE OR OTHER TRANSFER OF THIS CERTIFICATE MAY BE MADE
UNLESS SUCH RESALE OR TRANSFER (A) IS MADE IN ACCORDANCE WITH
SECTION 5.8 OF THE POOLING AND SERVICING AGREEMENT, (B) IS MADE (i)
PURSUANT TO AN EFFECTIVE REGISTRATION STATEMENT UNDER THE
SECURITIES ACT, (ii) IN A TRANSACTION EXEMPT FROM THE REGISTRATION
REQUIREMENTS OF THE SECURITIES ACT AND APPLICABLE STATE
SECURITIES LAWS, (iii) TO THE SELLER OR (iv) TO A PERSON WHO THE
TRANSFEROR REASONABLY BELIEVES IS A QUALIFIED INSTITUTIONAL
BUYER WITHIN THE MEANING OF RULE 144A UNDER THE SECURITIES ACT
THAT IS AWARE THAT THE RESALE OR OTHER TRANSFER IS BEING MADE
IN RELIANCE ON RULE 144A AND (C) UPON THE SATISFACTION OF CERTAIN
. OTHER REQUIREMENTS SPECIFIED IN THE AGREEMENT. NONE OF THE
SELLER, THE SERVICER, THE TRUST OR THE TRUSTEE IS OBLIGATED TO
REGISTER THE CERTIFICATES UNDER THE SECURITIES ACT OR ANY
APPLICABLE STATE SECURITIES LAWS.

This Certificate does not represent an interest in, or an obligation of, nor
are the underlying Mortgage Loans insured or guaranteed by, EquiVantage Acceptance
Corp., EquiVantage Inc., any Originator or any of their subsidiaries and affiliates. This
Certificate represents a fractional residual ownership interest in the assets of the Trust
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described herein, moneys in certain Accounts created pursuant to the Pooling and
Servicing Agreement and certain other rights relating thereto and is payable only from
amounts received by the Trustee relating to the Trust Estate.

No: R Date: February 28, 1996

Percentage Interest: 100% April 25, 2027

Final Scheduled Payment Date

EQUIVANTAGE ACCEPTANCE CORP.
Registered Owner

The registered Owner named above is the registered Owner of a fractional
interest in (i) a pool of fixed rate, closed-end mortgage loans (the "Mortgage Loans")
which will be formed by EquiVantage Acceptance Corp. (the "Sponsor"), a Delaware
corporation, and sold by the Sponsor to Norwest Bank Minnesota, National Association,
a national banking association, as trustee (the "Trustee") on behalf of EquiVantage Home
Equity Loan Trust 1996-1 (the "Trust") pursuant to that certain Pooling and Servicing
Agreement dated as of February 1, 1996 (the "Pooling and Servicing Agreement") by and
among the Sponsor, the Trustee and EquiVantage Inc., as Servicer (the "Servicer"), (ii)
such amount, including Eligible Investments, as from time to time may be held in the
Accounts created pursuant to the Pooling and Servicing Agreement, (iii) any Property
relating to the Mortgage Loans, the ownership of which has been effected in the name of
the Servicer on behalf of the Trust as a result of foreclosure or acceptance by the Servicer
of a deed-in-lieu of foreclosure and that has not been withdrawn from the Trust, (iv) Net
Liquidation Proceeds relating to the Mortgage Loans and (v) any Insurance Policies
relating to the Mortgage Loans and any rights of the Sponsor in any Insurance Policies
relating to such Mortgage Loans. Such Mortgage Loans and other amounts and property
enumerated above are hereinafter referred to as the "Trust Estate".

THIS CERTIFICATE IS A PASS-THROUGH CERTIFICATE ONLY
AND, NOTWITHSTANDING REFERENCES HEREIN TO PRINCIPAL AND
INTEREST, NO DEBT OF ANY PERSON IS REPRESENTED HEREBY.

This Certificate is one of a Class of duly authorized Certificates designated
as EquiVantage Home Equity Loan Trust 1996-1, Home Equity Loan Asset-Backed
Certificates, Class R Certificates (the "Class R Certificates") and issued under and subject
to the terms, provisions and conditions of the Pooling and Servicing Agreement, to which
Pooling and Servicing Agreement the Owner of this Certificate by virtue of acceptance
hereof assents and by which such Owner is bound. Also issued under the Pooling and
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Servicing Agreement are Class A Certificates (together with the Class R Certificates, the
"Certificates").

Terms capitalized herein and not otherwise defined herein shall have the
respective meanings set forth in the Pooling and Servicing Agreement.

On the 25th day of each month or, if such day is not a Business Day, then
the next succeeding Business Day (each such day being a "Payment Date"), commencing
March 25, 1996, to the persons in whose names the Class R Certificates are registered at
the close of business on the last business day of the calendar month immediately
preceding the calendar month in which such Payment Date occurs (the "Record Date"),
the Trustee will distribute to each Owner of the Class R Certificates such Owner’s
Percentage Interest multiplied by any amounts then available to be distributed to the
Owners of the Class R Certificates. Distributions will be made in immediately available
funds, by wire transfer or otherwise, to the account of such Owner at a domestic bank or
other entity having appropriate facilities therefor, if such Owner has so notified the
Trustee at least five business days prior to the related record date, or by check mailed to
the address of the person entitled thereto as it appears on the Register.

Upon receiving the final distribution hereon, the Owner hereof is required
to send this Certificate to the Trustee. The Pooling and Servicing Agreement provides
that, in any event, upon the making of the final distribution due on this Certificate, this
Certificate shall be deemed cancelled for all purposes under the Pooling and Servicing
Agreement.

The Trustee is required to duly and punctually pay distributions with
respect to this Certificate in accordance with the terms hereof and the Pooling and
Servicing Agreement. Amounts properly withheld under the Code or applicable state or
local law by any Person from a distribution to any Owner shall be considered as having
been paid by the Trustee to such Owner for all purposes of the Pooling and Servicing
Agreement.

The Mortgage Loans will be serviced by the Servicer pursuant to the
Pooling and Servicing Agreement. The Pooling and Servicing Agreement permits the
Servicer to enter into Sub-Servicing Agreements with certain institutions eligible for
appointment as Sub-Servicers for the servicing and administration of certain Mortgage
Loans. No appointment of any Sub-Servicer shall release the Servicer from any of its
obligations under the Pooling and Servicing Agreement.

This Certificate does not represent a deposit or other obligation of, or an
interest in, nor are the underlying Mortgage Loans insured or guaranteed by, the Sponsor,
EquiVantage Inc. or any of their subsidiaries and affiliates and are not insured or
guaranteed by the Federal Deposit Insurance Corporation, the Government National
Mortgage Association, or any other governmental agency. This Certificate is limited in



right of payment to certain collections and recoveries relating to the Mortgage Loans, all
as more specifically set forth hereinabove and in the Pooling and Servicing Agreement.

No Owner shall have the right to institute any proceeding, judicial or
otherwise, with respect to the Pooling and Servicing Agreement, or for the appointment
of a receiver or trustee, or for any other remedy under the Pooling and Servicing
Agreement except in compliance with the terms thereof.

Notwithstanding any other provisions in the Pooling and Servicing
Agreement, the Owner of any Certificate shall have the right which is absolute and
unconditional to receive distributions to the extent provided in the Pooling and Servicing
Agreement with respect to such Certificate or to institute suit for the enforcement of any
such distribution, and such right shall not be impaired without the consent of such Owner.

The Pooling and Servicing Agreement provides that the obligations created
thereby will terminate upon the earlier of (i) the payment to the Owners of all Certificates
from amounts other than those available under the Certificate Insurance Policies of all
amounts held by the Trustee and required to be paid to such Owners pursuant to the
Pooling and Servicing Agreement upon the later to occur of (a) the final payment or other
liquidation (or any advance made with respect thereto) of the last Mortgage Loan in the
Trust Estate or (b) the disposition of all property acquired in respect of any Mortgage
Loan remaining in the Trust Estate or (ii) at any time when a Qualified Liquidation of a
Trust Estate occurs pursuant to the Pooling and Servicing Agreement.

The Pooling and Servicing Agreement additionally provides that (i) the
Owners of the Class R Certificates, the Servicer or the Certificate Insurer may, at their
respective option, purchase from the Trust all (but not fewer than all) Mortgage Loans and
other property then constituting the Trust Estate, and thereby effect early retirement of the
Certificates, on any Remittance Date when the aggregate outstanding Loan Balances of
the Mortgage Loans in the Trust Estate is 10% or less of the original aggregate Loan
Balance of the Mortgage Loans as of the Cut-Off Date and (ii) under certain
circumstances relating to the qualification of the REMIC Trust as a REMIC under the
Code the Mortgage Loans in the Trust Estate may be sold, thereby effecting the early
retirement of the Certificates.

The Trustee shall give written notice of termination of the Pooling and
Servicing Agreement to each Owner in the manner set forth therein.

As provided in the Pooling and Servicing Agreement and subject to certain
limitations therein set forth and referred to on the face hereof, the transfer of this
Certificate is registrable in the Register upon surrender of this Certificate for registration
of transfer at the office designated as the location of the Register duly endorsed by, or
accompanied by a written instrument of transfer in the form required by the Pooling and
Servicing Agreement duly executed by, the Owner hereof or his attorney duly authorized
in writing, and thereupon one or more new Certificates of like Class, tenor and a like



aggregate fractional undivided interest in the Trust Estate will be issued to the designated
transferee or transferees.

Notwithstanding the foregoing, no sale or other transfer of record or
beneficial ownership of a Class R Certificate shall be made unless the Trustee shall have
received a representation letter from the transferee of such Class R Certificate, acceptable
to and in form and substance satisfactory to the Trustee, to the effect that such transferee
is not an employee benefit plan subject to Section 406 of the Employee Retirement
Income Security Act nor a plan nor other arrangement subject to Section 4975 of the
Code (collectively, a "Plan"), nor is acting on behalf of any Plan nor using the assets of
any Plan to affect such transfer.

The Trustee is required to furnish certain information on each Payment
Date to the Owner of this Certificate, as more fully described in the Pooling and Servicing
Agreement.

The Class R Certificates are issuable only as registered Certificates. As
provided in the Pooling and Servicing Agreement and subject to certain limitations therein
set forth, Class R Certificates are exchangeable for new Class R Certificates evidencing
the same Percentage Interest as the Class R Certificates exchanged.

No service charge will be made for any such registration of transfer or
exchange, but the Trustee may require payment of a sum sufficient to cover any tax or
other governmental charge payable in connection therewith.

The Trustee and any agent of the Trustee may treat the Person in whose
name this Certificate is registered as the owner hereof for all purposes, and neither the
Trustee nor any such agent shall be affected by notice to the contrary.



IN WITNESS WHEREOF, the Trustee has caused this Certificate to be
duly executed on behalf of the Trust.

EQUIVANTAGE HOME EQUITY
LOAN TRUST 1996-1

By: Norwest Bank Minnesota,
National Association, as Trustee

By:
Name: Kelly Faykus
Title: Corporate Trust Officer

Trustee’s Authentication

NORWEST BANK MINNESOTA,
NATIONAL ASSOCIATION
as Trustee

By:
Name: Kelly Faykus
Title: Corporate Trust Officer

Dated: February 28, 1996



EXHIBIT C

CERTIFICATE RE: PREPAID LOANS

I, John E. Smith, President of EquiVantage Acceptance Corp., a Delaware
corporation, as sponsor (the "Sponsor"), hereby certify that between the "Cut-Off Date"
(as defined in the Pooling and Servicing Agreement dated as of February 1, 1996 among
the Sponsor, EquiVantage Inc., a Delaware corporation, as servicer, and Norwest Bank
Minnesota, National Association, as trustee) and the date hereof the following schedule
of "Mortgage Loans" (each as defined in the Pooling and Servicing Agreement) has been
prepaid in full.

Dated: February  , 1996

By:
John E. Smith
President
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EXHIBIT D

TRUSTEE’S ACKNOWLEDGMENT OF RECEIPT

Norwest Bank Minnesota, National Association, a national banking
corporation, in its capacity as trustee (the "Trustee") under that certain Pooling and
Servicing Agreement dated as of February 1, 1996 (the "Pooling and Servicing
Agreement") by and among EquiVantage Acceptance Corp., a Delaware corporation, as
sponsor (the "Sponsor"), EquiVantage Inc., a Delaware corporation, as servicer, and the
Trustee, hereby acknowledges receipt of the items delivered to it by the Sponsor with
respect to the Mortgage Loans of the Pooling and Servicing Agreement.

The Schedule of Mortgage Loans is attached to this Receipt.

The Trustee hereby additionally acknowledges that it shall review such
items as required by Section 3.6(a) of the Pooling and Servicing Agreement and shall
otherwise comply with Section 3.6(b) of the Pooling and Servicing Agreement as required
thereby.

NORWEST BANK MINNESOTA,
NATIONAL ASSOCIATION,
as Trustee

By:
Name:
Title:

Dated: February __ , 1996
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EXHIBIT E

POOL CERTIFICATION

WHEREAS, the undersigned is an Authorized Officer of Norwest Bank
Minnesota, National Association, a national banking association, acting in its capacity as
trustee (the "Trustee") of a certain pool of mortgage loans (the "Pool") heretofore
conveyed in trust to the Trustee, pursuant to that certain Pooling and Servicing Agreement
dated as of February 1, 1996 (the "Pooling and Servicing Agreement") by and among
EquiVantage Acceptance Corp., a Delaware corporation, as sponsor (the "Sponsor"),
EquiVantage Inc., a Delaware corporation, as Servicer, and the Trustee; and

WHEREAS, the Trustee is required, pursuant to Section 3.6(a) of the
Pooling and Servicing Agreement, to review the Files relating to the Pool within a
specified period following the Startup Day and to notify the Sponsor promptly of any
defects with respect to the Pool, and the Sponsor is required to remedy such defects or
take certain other action, all as set forth in Section 3.6(b) of the Pooling and Servicing
Agreement; and

WHEREAS, Section 3.6(a) of the Pooling and Servicing Agreement
requires the Trustee to deliver this Pool Certification upon the satisfaction of certain
conditions set forth therein.

NOW, THEREFORE, the Trustee hereby certifies that it has determined
that all required documents (or certified copies of documents listed in Section 3.5 of the
Pooling and Servicing Agreement) have been executed or received, and that such
documents relate to the Mortgage Loans identified in the Schedule of Mortgage Loans
pursuant to Section 3.5(a) of the Pooling and Servicing Agreement or, in the event that
such documents have not been executed and received or do not so relate to such Mortgage
Loans, any remedial action by the Sponsor pursuant to Section 3.6(b) of the Pooling and
Servicing Agreement has been completed, except as noted in the list of exceptions
attached. The Trustee makes no certification hereby, however, with respect to any
intervening assignments or assumption and modification agreements.

NORWEST BANK MINNESOTA,
NATIONAL ASSOCIATION, as Trustee

By:
Name:
Title:

Dated: , 199
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EXHIBIT F
DELIVERY ORDER
February _ , 1996

Norwest Bank Minnesota,

National Association
Norwest Center
Sixth Street & Marquette Avenue
Minneapolis, Minnesota 55479-0069
Attention: Corporate Trust Department

Ladies and Gentlemen:

: Pursuant to Article IV of the Pooling and Servicing Agreement, dated as
of February 1, 1996 (the "Pooling and Servicing Agreement") by and among EquiVantage
Acceptance Corp., a Delaware corporation, as sponsor (the "Sponsor"), EquiVantage Inc.,
a Delaware corporation, as servicer, and Norwest Bank Minnesota, National Association,
as trustee, the Sponsor HEREBY CERTIFIES that all conditions precedent to the issuance
of EquiVantage Home Equity Loan Trust 1996-1, Home Equity Loan Asset-Backed
Certificates, Class A and Class R (the "Certificates"), HAVE BEEN SATISFIED and
HEREBY REQUESTS YOU TO AUTHENTICATE AND DELIVER said Certificates,
and to RELEASE said Certificates to the Owners thereof, or otherwise upon their order.

Very truly yours,

EQUIVANTAGE ACCEPTANCE CORP.

By:
Name:
Title: President
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EXHIBIT G

FORM OF CLASS R TAX MATTERS TRANSFER CERTIFICATE

AFFIDAVIT PURSUANT TO SECTION
860E(e) OF THE INTERNAL REVENUE
CODE OF 1986, AS AMENDED

STATE OF )
) ss:
COUNTY OF )

[NAME OF OFFICER], being first duly sworn, deposes and says:

1. That [s/he] is [Title of Officer] of [Name of Investor] (the "Investor"),
a [savings institution] [corporation] duly organized and existing under the laws of [the
State of | [the United States], on behalf of which [s/he] makes this affidavit.

2. That (i) the Investor is not a "disqualified organization" and will not be
a "disqualified organization" as of [date of transfer] (For this purpose, a "disqualified
organization" means the United States, any state or political subdivision thereof, any
foreign government, any international organization, any agency or instrumentality of any
of the foregoing (other than certain taxable instrumentalities), any cooperative organization
furnishing electric energy or providing telephone service to persons in rural areas, or any
organization (other than a farmers’ cooperative) that is exempt from federal income tax
unless such organization is subject to the tax on unrelated business income); (ii) it is not
acquiring the Class R Certificates for the account of a disqualified organization; (iii) it
consents to any amendment of the Pooling and Servicing Agreement that shall be deemed
necessary by the Trustee (upon advice of counsel) to constitute a reasonable arrangement
to ensure that the Class R Certificates will not be owned directly or indirectly by a
disqualified organization; and (iv) it will not transfer any such Class R Certificate unless
(a) it has received from the transferee an affidavit in substantially the same form as this
affidavit containing these same four representations and (b) as of the time of the transfer,
it does not have actual knowledge that such affidavit is false.
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IN WITNESS WHEREOF, the Investor has caused this instrument to be
executed on its behalf, pursuant to authority of its Board of Directors, by its [Title of
Officer] and its corporate seal to be hereunto attached, attested by its [Assistant]
Secretary, this __ day of ,

[NAME OF INVESTOR]

By:
[Name of Officer]
[Title of Officer]

[Corporate Seal]

Attest:

[Assistant] Secretary

Personally appeared before me the above-named [Name of Officer], known
or proved to be the same person who executed the foregoing instrument and to be the
[Title of Officer] of the Investor, and acknowledged to me that he executed the same as
his free act and deed and the free act and deed of the Investor.

Subscribed and sworn before me this day of ,

NOTARY PUBLIC

COUNTY OF

STATE OF

My commission expires the day of ,




ORIGINAL
CERTIFICATE
CLASS FACE VALUE
A $
R
TJOTAL

AMOUNT PER $1000 UNIT

Form of
Monthly Report

EquiVantage Acceptance Corp.

EXHIBIT H

Home Equity Loan Asset-Backed Certificates
Series 1996-1

Statement to Owners

BEGINNING INTEREST
CERTIFICATE PRINCIPAL DISTRI-
BALANCE DISTRIBUTION BUTION
BEGINNING INTEREST
CERTIFICATE PRINCIPAL DISTRI-
BALANCE DISTRIBUTION BUTION

INTEREST
TOTAL CARRY ENDING
DISTRI- FORWARD CERTIFICATE
BUTION AMOUNT BALANCE
TOTAL CURRENT ENDING
DISTRI- PRINCIPAL CERTIFICATE
BUTION BALANCE BALANCE




" "~ THROUGH RATES

ORIGINAL PASS- CURRENT PASS
CLASS THROUGH RATE THROUGH RATE CLASS RECORD DATE
A % % A
R % %
SPONSOR: EquiVantage Acceptance Corp.
SERVICER: EquiVantage Inc.

SUB-SERVICER: Transworld Mortgage Corporation

LEAD UNDERWRITER: Prudential Securities Incorporated

RECORD DATE:
DISTRIBUTION DATE: FACTOR INFORMATION:

PLEASE DIRECT ANY QUESTIONS OR COMMENTS TO THE FOLLOWING ADMINISTRATOR:
Trust Administrator

Norwest Bank Minnesota, National Association
S street & Marquette Avenue
Minneapolis, Minnesota 55479-0069
Attention: Corporate Trust Department
612) 667-5786



ribution Period:

Information pursuant to Section 7.8(a) of the
Pooling and Servicing Agreement dated February 1, 1996

i) Distribution to Class A Certificates

i) Principal Distributions to the Certificates: Class A
Scheduled Principal
Prepayments
Paid-in-Full Loans
Other Unscheduled recoveries of Principal
Substitution Amounts
Loan Repurchases
Principal Portion of Liquidation Proceeds
Total Principal

iiii) Interest distributions to the Class A Certificate, Owners

iv) Certificate Principal Balances

V) Insured Payment included in distributions to the Owners

vi) Information furnished by the Sponsor pursuant to Section
6049(d)(7)c)

vii) Substitution Amounts and Loan Purchase Price Amounts

included in the distribution
viii) Subordination Reduction Amount

Realized Losses
Cumulative Loss Amount
Rolling Three Month Delinquency Rate

X} Certificate Factors



tribution Period:
As to all Mortgage Loans
Delinquency Advances Made
Paid-In-Full Compensating Interest
Accrued Servicing Fees
Servicing Fees Retained
Trustee Fees

Premium Amount

Current
Distribution
Date

Available Funds
Available Funds
Available Funds Shortfall

Amortized Subordinated Amount Requirement
Excess Subordinated Amount
Specified Subordinated Amount
rdinated Amount
Subordination Deficiency Amount
Subordination Deficit
Subordination Increase Amount
Subordination Reduction Amount
Principal Carry Forward Amount
Principal Distribution Amount
Reimbursement Amount

Balance of Largest Loan

Next
Distribution

Date



EquiVantage Inc.
Transworld Mortgage Corporation
Monthly Delinquency Summary Report
EquiVantage Mortgage Loan Trust 1996-1

Dates as of

Class A Certificates
Ending Number of Loans:
Ending Principal Balance:

DELINQUENT LOANS Count Percent Principal Bal. Percent
GROSS Delinquent Loans - Status
1. 30 - 59 Days Delinquent
2. 60 - 89 Days Delinquent
3. 90 or More Days Delinquent
GROSS Total Delinquencies
Foreclosure Loans - Status Count Percent Principal Bal. Percent
1. Current
2. 30 - 59 Days Delinquent
3. 60 - 89 Days Delinquent
4, 90 or More Days Delinquent
Total Foreclosures
Bankruptcy Loans - Status Count Percent Principal Bal. Percent
1. Current
2. 30 - 59 Days Delinquent
3. 60 - 89 Days Delinquent
4. 90 or More Days Delinguent
Total Bankruptcies
REO Loans - Status from Foreclosure Count Percent Principal Bal. Percent Book Value
1. 30 - 59 Days
2. 60 - 89 Days
3. 90 or More Days

Total Bankruptcies

NET DELINQUENCY (Gross Delinquent less Foreclosure, Bankruptcy, REO)

Count Percent Principal Bal. Percent
1. 30 - 59 Days Delinquent
2. 60 - 89 Days Delinquent
3. 90 or More Days Delinquent

NET DELINQUENCY TOTALS



EXHIBIT I

FORM OF SERVICER’S TRUST RECEIPT

To:  Norwest Bank Minnesota, National Association
Sixth Street & Marquette Avenue
Minneapolis, Minnesota 55479-0069

Attn: Corporate Trust Department

Date:

In connection with the administration of the mortgage loans held by you as

Trustee under a certain Pooling and Servicing Agreement dated as of February 1, 1996 and by
and among EquiVantage Inc., as Servicer, and you, as Trustee (the "Agreement"), the Servicer
hereby requests a release of the File held by you as Trustee with respect to the following
described Mortgage Loan for the reason indicated below:

Mortgagor’s Name:

Loan No.:

Reason for requesting file:

1.

Mortgage Loan paid in full.

(The Servicer hereby certifies that all amounts received in
connection with the loan have been or will be credited to the
Certificate Account (whichever is applicable) pursuant to the
Agreement.)

Mortgage Loan repurchased pursuant to Section 3.3, 3.4, 3.6(b) or 8.10(b) of the
Agreement.

(The Servicer hereby certifies that the Loan Purchase Price has
been or will be paid to the Certificate Account pursuant to the
Agreement.)

Mortgage Loan substituted.
(The Servicer hereby certifies that a Qualified Replacement

Mortgage has been or will be assigned and delivered to you along
with the related File pursuant to the Agreement.)
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4. The Mortgage Loan is being foreclosed.

5. Other. (Describe)

Total Number of Mortgage Loans currently held under the Agreement:

Total Number of Files now held by the Servicer:

The undersigned (i) acknowledges that the above File will be held by the undersigned
in accordance with the provisions of the Agreement and will be returned to you, except if the
Mortgage Loan has been paid in full, foreclosed, repurchased or substituted for by a Qualified
Replacement Mortgage (in which case the File will be retained by us permanently), and (ii)
certifies that all conditions precedent for delivery of the File requested by this Trust Receipt
have been satisfied.

Capitalized terms used herein shall have the meanings ascribed to them in the
Agreement.

EquiVantage Inc.

By:
Name:
Title:
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FORM OF LIQUIDATION REPORT

Type of Liquidation (REO disposition/charge-off/short pay-off)

- Date last paid

- Date of foreclosure

- Date of REO

- Date of REO disposition

- Property sale price/estimated market value at disposition

Liquidation Proceeds

Principal Prepayment
Property Sale Proceeds
Insurance Proceeds
Other (itemize)

Liquidation expenses

Servicing Advances

Delinquency Advances
Contingency Fees

Servicing Fees

Annual Expense Escrow Amount
Supplemental Fee (if any)
Additional Interest (if any)

Net Liquidation Proceeds
(Item 2 minus item 3)

Principal Balance of Mortgage Loan

EXHIBIT J



