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61. “Insured Tranche” means either the Class A-1 Reference Tranche or Class M-1 Reference Tranche 
or Class M-2 Reference Tranche (and together, the “Insured Tranches”).  

62. “Insurer” means the entity named in Item 2 of the Declarations Page. 

63. “Insurer’s Jurisdiction” means the jurisdiction set forth in Item 2 of the Declarations Page. 

64. “Insurer’s Reference Tranche Limit” has the meaning set forth in Schedule 3. 

65. “Knowledge”, “Knowing” or “Known” means actual knowledge, after performing diligent inquiry. 

66. “Liquidation Proceeds” means, with respect to any Credit Event Reference Obligation, all cash 
amounts (including sales proceeds, net of selling expenses), received in connection with the 
liquidation of such Credit Event Reference Obligation. 

 
67. “Loss” has the meaning set forth in Article I.  

68. “Loss Given Default” has the meaning set forth in Schedule 1. 
69. “LTV” means loan-to-value, which is a ratio, expressed as a percentage, obtained by dividing (a) 

the total principal balance of a Mortgage Loan by (b) the value of the Mortgaged Property, as 
defined in the Guide, at origination. 

70. “Major Servicing Defect” means with respect to each Premium Payment Date and any Reference 
Obligation for which the Insured has determined the existence of an Unconfirmed Servicing Defect, 
the occurrence of any of the following:  

a. repurchase or make-whole payment by the related servicer resulting in a full recovery of 
losses incurred by the Insured during the related Reporting Period; 

b. the party responsible for the representations and warranties and/or servicing obligations or 
liabilities with respect to the Reference Obligation becomes subject to a bankruptcy, an 
insolvency proceeding or a receivership; or 

c. inappropriate cancellation of the mortgage insurance policy, provided that the related 
servicer has not reinstated the related policy or otherwise assumed the obligations of the 
related mortgage insurance company.  

 
Reference Obligations covered under servicing settlements will not result in Major 

Servicing Defects, excluding Reference Obligations for which (c) above applies. 
 

71. “Managing Agent” means any agent appointed or established by the Insurer to which any Insurer 
duty or obligation hereunder (including any as may relate to risk underwriting, premium or claims 
administration or processing) is outsourced and/or delegated pursuant to a managing general 
underwriter agreement, managing general agent agreement or other similar arrangement.    

72. “Material” as used in connection with the Insurance Application means information that a 
reasonable Person in the position of the Insurer would require to properly evaluate the risk 
associated with this Policy. 

 
73. “Maturity Date” has the meaning set forth in Item 11 of the Declarations Page.  

 
74. “Minimum Credit Enhancement Test” means, with respect to any Premium Payment Date, a test 

that will be satisfied if the Subordinate Percentage is greater than or equal to the percentage set 
forth in Annex 1. 

75. “Minimum Retention Percentage” means the percentage of credit losses retained by the Insured 
set forth in Annex 1. 
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76. “Minor Servicing Defect” means with respect to each Premium Payment Date and any Reference 
Obligation for which the Insured has determined the existence of an Unconfirmed Servicing Defect, 
the occurrence of a remedy, other than by repurchase or make-whole payment that is mutually 
agreed upon by both the Insured and the related servicer that results in a recovery of the damages 
sustained by the Insured on such Reference Obligation as a result of such Unconfirmed Servicing 
Defect.  

No Reference Obligation will be removed from the Reference Pool as a result of the 
determination of a Minor Servicing Defect, and any such Reference Obligation will remain eligible 
to become subject to an Underwriting Defect or Major Servicing Defect. 

77. “Modification Event” means, with respect to any Reference Obligation, the occurrence of a principal 
forbearance, mortgage rate modification or Payment Deferral Event relating to such Reference 
Obligation, in each case as reported by the applicable servicer to the Insured during the related 
Reporting Period; provided, however, that, a Payment Deferral Event will be treated as a 
Modification Event only with respect to any Reporting Period during which the non-interest bearing 
forborne balance of the related Reference Obligation is reported as outstanding.  For the avoidance 
of doubt, a refinancing of a Reference Obligation under the Enhanced Relief Refinance Program, 
and replacement thereof in the Reference Pool with the resulting Enhanced Relief Refinance 
Reference Obligation will not constitute a Modification Event; provided, however, an Enhanced 
Relief Refinance Reference Obligation that replaces a Reference Obligation in the Reference Pool 
and subsequently experiences a principal forbearance or mortgage rate modification relating to 
such Enhanced Relief Refinance Reference Obligation will constitute a Modification Event. 

78. “Modification Excess” means, with respect to each Premium Payment Date and any Reference 
Obligation that has experienced a Modification Event, the excess, if any, of:   

a. one-twelfth of the Current Accrual Rate of such Reference Obligation multiplied by the 
interest bearing UPB of such Reference Obligation; over  

b. one-twelfth of the Original Accrual Rate of such Reference Obligation multiplied by the UPB 
of such Reference Obligation. 

79. “Modification Gain Amount” means, with respect to each Premium Payment Date, the excess, if 
any, of the aggregate Modification Excess over the aggregate Modification Shortfall for such 
Premium Payment Date. 

80. “Modification Loss Amount” means, with respect to each Premium Payment Date, the excess, if 
any, of the aggregate Modification Shortfall over the aggregate Modification Excess for such 
Premium Payment Date. 

81. “Modification Shortfall” means, with respect to each Premium Payment Date and any Reference 
Obligation that has experienced a Modification Event, the excess, if any, of:  

a. one-twelfth of the Original Accrual Rate of such Reference Obligation multiplied by the UPB 
of such Reference Obligation; over  

b. one-twelfth of the Current Accrual Rate of such Reference Obligation multiplied by the 
interest bearing UPB of such Reference Obligation. 

  
82. “Mortgage Insurance Credit Amount” means with respect to each Premium Payment Date and any 

Credit Event Reference Obligation, the amount that the Insured reports is payable under any 
effective mortgage insurance policy (or, if the related servicer has assumed the obligation of the 
related mortgage insurance company after an inappropriate cancellation of the related policy, the 
amount payable by such servicer) relating to such Credit Event Reference Obligation; provided, 
that such Mortgage Insurance Credit Amount will be limited to the amount that would be necessary 
to reduce to zero any Credit Event Net Gain and Credit Event Net Loss (in each case as calculated 
after taking into account any subsequent losses in the related Reporting Period on such Credit 
Event Reference Obligation as contemplated under clause (c) of the definition of Principal Loss 
Amount and any subsequent recoveries in the related Reporting Period on such Credit Event 
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Reference Obligation as contemplated under clause (b) of the definition of Principal Recovery 
Amount) that would otherwise result for such Credit Event Reference Obligation on such Premium 
Payment Date.  If it is subsequently determined that the Mortgage Insurance Credit Amount with 
respect to any previous Premium Payment Date should have been a different amount based upon 
additional information received by the Insured after such Premium Payment Date, such difference 
will be treated as a subsequent loss in the related Reporting Period under clause (c) of the definition 
of Principal Loss Amount (if the amount should have been lower) or a subsequent recovery in the 
related Reporting Period under clause (b) of the definition of Principal Recovery Amount (if the 
amount should have been higher  or if the Mortgage Insurance Credit Amount was limited pursuant 
to the proviso of the immediately preceding sentence and the amount actually received by the 
Insured pursuant to the related mortgage insurance policy was greater than such limited amount, 
such difference will be treated as a subsequent recovery) in the related Reporting Period, and 
allocated as described under Article VI(B)(5).  Any Mortgage Insurance Credit Amount reported by 
the Insured will be included as a component of Net Liquidation Proceeds irrespective of the 
Insured's receipt of such amounts from the related mortgage insurance company.  The Mortgage 
Insurance Credit Amount will not be reduced or otherwise affected irrespective of (i) any insolvency 
of the related mortgage insurance company or (ii) any settlement or agreement between the 
Insured and the related mortgage insurance company resulting in the reduction in a claim payment 
or the commutation or cancellation of coverage under the related mortgage insurance policy.  For 
the avoidance of doubt, clause (ii) in the immediately preceding sentence excludes settlements or 
agreements related to the transfer of a Mortgage Note to a third-party.  The Mortgage Insurance 
Credit Amount with respect to any Reference Obligation shall be deemed to be zero in the event 
that the related Mortgage Note is transferred to a third party.  In such event, any proceeds received 
from the related mortgage insurance company in connection with the commutation or cancellation 
of mortgage insurance for any related Mortgage Note with an effective mortgage insurance policy 
shall be included as a component of Liquidation Proceeds. 

83. “Mortgage Loan” means a residential mortgage loan evidenced by a Mortgage Note secured by a 
first mortgage, deed of trust or similar security instrument on a residential property.  

84. “Mortgage Note” means a promissory note or other similar evidence of indebtedness. 

85. “Mortgaged Property” means residential properties consisting of one- to four-family dwelling units, 
townhouses, individual condominium units, individual units in planned unit developments, individual 
cooperative units or manufactured homes. 

86. “Mortgagor” means the Person who is named as the mortgagor on the Mortgage Note. 

87. “Net Liquidation Proceeds” means, with respect to each Premium Payment Date and any Credit 
Event Reference Obligation, the sum of the related Liquidation Proceeds, any Mortgage Insurance 
Credit Amount (subject to the limitations set forth in the definition thereof), and any proceeds 
received from the related servicer in connection with a Minor Servicing Defect (except for those 
included in Modification Excess for such Credit Event Reference Obligation), less related expenses, 
credits and reimbursement of advances: including, but not limited to taxes and insurance, legal 
costs, maintenance and preservation costs; provided, however, to the extent that any such 
proceeds are received in connection with a Minor Servicing Defect resulting from a servicer’s 
mishandling of a mortgage insurance claim, such proceeds shall not be included in the Net 
Liquidation Proceeds. 

88. “Net Premium Payment” has the meaning set forth in Article VI(D)(3). 

89. “Original Accrual Rate” means, with respect to each Premium Payment Date and any Reference 
Obligation, the lesser of (i) the related Accounting Net Yield as of the Cut-off Date or the Enhanced 
Relief Refinance Program Release Date, as applicable; and (ii) the related mortgage rate as of the 
Cut-off Date or the Enhanced Relief Refinance Program Release Date, as applicable, minus 0.35%. 
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90. “Origination Rep and Warranty/Servicing Breach Settlement” means any settlement (which 
settlement only relates to claims arising from breaches of origination/selling representations and 
warranties or breaches of servicing obligations) that the Insured enters into with a seller or servicer 
in lieu of requiring such seller or servicer to repurchase a specified pool of Mortgage Loans that 
include, among others, one or more Reference Obligations, as a result of breaches of 
origination/selling representations or warranties or as a result of breaches of servicing obligations 
whereby the Insured has received the agreed-upon settlement proceeds from such seller or 
servicer.  For the avoidance of doubt, any Origination Rep and Warranty/Servicing Breach 
Settlement will only relate to breaches of either (i) origination/selling representations and warranties 
or (ii) servicing obligations, but not both. 

91. “Origination Rep and Warranty/Servicing Breach Settlement Amount” means with respect to the 
Premium Payment Date in the month after the calendar month in which an Origination Rep and 
Warranty/Servicing Breach Settlement occurs, the lesser of:  

a. the aggregate amount of Credit Event Net Losses of the Origination Rep and 
Warranty/Servicing Breach Settlement Reference Obligations for such Premium Payment 
Date and all prior Premium Payment Dates, less the aggregate amount of Credit Event Net 
Losses of the Origination Rep and Warranty/Servicing Breach Settlement Reference 
Obligations that were Reversed Credit Event Reference Obligations for such Premium 
Payment Date and all prior Premium Payment Dates; and  

b. the Origination Rep and Warranty/Servicing Breach Settlement Loan Allocation Amount 
(Cap); and  

 
with respect to each Premium Payment Date thereafter, the lesser of:  
c. the aggregate amount of Credit Event Net Losses of the Origination Rep and 

Warranty/Servicing Breach Settlement Reference Obligations for such Premium Payment 
Date; and  

d. the maximum of:  
i. zero; and  
ii. the Origination Rep and Warranty/Servicing Breach Settlement Loan Allocation 

Amount (Cap), less the Origination Rep and Warranty/Servicing Breach 
Settlement Amount for all prior Premium Payment Dates.  

92. “Origination Rep and Warranty/Servicing Breach Settlement Loan Allocation Amount (Cap)” means 
with respect to any Origination Rep and Warranty/Servicing Breach Settlement, an amount equal 
to the greater of (A) zero or (B)(1) the sum of the Origination Rep and Warranty/Servicing Breach 
Settlement proceeds determined to be attributable to the Reference Obligations (such 
determination to be made by the Insured at or about the time of the settlement) minus (2) the 
aggregate amount of unreimbursed Credit Event Net Losses on such Origination Rep and 
Warranty/Servicing Breach Settlement Reference Obligations that the Insured identified as having 
Underwriting Defects or Major Servicing Defects, as applicable, through the related Origination Rep 
and Warranty /Servicing Breach Settlement date (exclusive of the related settlement proceeds). 

93. “Origination Rep and Warranty/Servicing Breach Settlement Reference Obligations” mean the 
Reference Obligations (including Credit Event Reference Obligations) that are covered by an 
Origination Rep and Warranty/Servicing Breach Settlement. 

94. “Overcollateralization Amount” has the meaning set forth in Article VI(B)(6). 

95. “Payment Date Statement” means the monthly report prepared by the Calculation Agent, as set 
forth in Exhibit A. 
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96. “Payment Deferral Event” with respect to any Reference Obligation, occurs when the applicable 
servicer approves the deferment of delinquent principal and interest to create a non-interest bearing 
forborne balance relating to such Reference Obligation with the intention of bringing the status of 
such Reference Obligation as current. For the avoidance of doubt, a Payment Deferral Event will 
be treated as a Modification Event only with respect to any Reporting Period during which the non-
interest bearing forborne balance of the related Reference Obligation is reported as outstanding. 

97. “Person” means any natural person, corporation, limited partnership, general partnership, 
association, company, limited liability company, trust, business trust, statutory trust, trustee, 
Governmental Entity or other organization, whether or not a legal entity.  

98. “Policy Limit of Liability” means the amount set forth in Item 7 of the Declarations Page as the 
maximum amount payable for all Covered Amounts under this Policy. 

99. “Policy Period” means the period beginning with the Effective Date and ending on the Termination 
Date. 

100. “Preliminary Class Notional Amount” of each Reference Tranche on any Premium Payment Date, 
is an amount equal to the Class Notional Amount of such Reference Tranche immediately prior to 
such Premium Payment Date, after the application of the Preliminary Tranche Write-down Amount 
in accordance with the same priorities set forth in the allocation of Tranche Write-down Amount, 
and after the application of the Preliminary Tranche Write-up Amount in accordance with the same 
priorities set forth in the allocation of Tranche Write-up Amount.  The Preliminary Class Notional 
Amount for each Premium Payment Date will be computed prior to the allocation of the Modification 
Loss Amount and the Modification Gain Amount. 

101. “Preliminary Principal Loss Amount”, is equal to the Principal Loss Amount computed without giving 
effect to clause (d) of the definition of Principal Loss Amount.  The Preliminary Principal Loss 
Amount for each Premium Payment Date will be computed prior to the allocation of the Modification 
Loss Amount and the Modification Gain Amount. 

102. “Preliminary Tranche Write-down Amount”, is equal to the Tranche Write-down Amount computed 
using the Preliminary Principal Loss Amount instead of the Principal Loss Amount.  The Preliminary 
Tranche Write-down Amount for each Premium Payment Date will be computed prior to the 
allocation of the Modification Loss Amount and the Modification Gain Amount. 

103. “Preliminary Tranche Write-up Amount”, is equal to the Tranche Write-up Amount computed using 
the Preliminary Principal Loss Amount instead of the Principal Loss Amount.  The Preliminary 
Tranche Write-up Amount for each Premium Payment Date will be computed prior to the allocation 
of the Modification Loss Amount and the Modification Gain Amount. 

104. “Premium” means the amounts payable from the Insured to the Insurer, as set forth in Item 9 of the 
Declarations Page. 

105. "Premium Accrual Amount" has the meaning set forth in Article VI(D)(2). 

106. “Premium Payment Date” means the twenty-fifth (25th) day of each calendar month (or, if such day 
is not a Business Day, on the next Business Day) commencing in the date set forth in Article 
VI(D)(5). 

107. “Principal Loss Amount” with respect to each Premium Payment Date, means the sum of:  

a. the aggregate amount of Credit Event Net Losses for all Credit Event Reference 
Obligations for the related Reporting Period;  
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b. the aggregate amount of court-approved principal reductions (i.e., “cramdowns”) on the 
Reference Obligations in the related Reporting Period;  

c. subsequent losses in the related Reporting Period on any Reference Obligation that 
became a Credit Event Reference Obligation on a prior Premium Payment Date;  

d. amounts included in the first, third, fifth, seventh, ninth and eleventh priorities under the 
allocation of Modification Loss Amounts set forth in Article VI(C)(1)(a) in the related 
Reporting Period and prior Reporting Periods if not previously included; and 

e. the aggregate amount of Credit Event Net Gains for all Reversed Credit Event Reference 
Obligations for the related Reporting Period. 

 
108. “Principal Recovery Amount” with respect to each Premium Payment Date, means the sum of:  

a. the aggregate amount of Credit Event Net Losses for all Reversed Credit Event 
Reference Obligations for the related Reporting Period;  

b. subsequent recoveries in the related Reporting Period on any Reference Obligation 
that became a Credit Event Reference Obligation on a prior Premium Payment Date;  

c. the aggregate amount of the Credit Event Net Gains of all Credit Event Reference 
Obligations for the related Reporting Period;  

d. the Origination Rep and Warranty/Servicing Breach Settlement Amount for such 
Premium Payment Date; and  

e. solely with respect to the Premium Payment Date that is on the Termination Date, the 
Projected Recovery Amount. 

 
109. “Projected Recovery Amount” means the fair value of the estimated amount of future subsequent 

recoveries on the Credit Event Reference Obligations as determined solely by the Insured on the 
Termination Date.  The Projected Recovery Amount will be included in the Principal Recovery 
Amount on the Termination Date. 

110. “Proof of Loss” means the Insured's executed notice of Claim and proof of Loss, substantially in 
the Form of Exhibit B.  

111. “Quota Share Contract” means the quota share reinsurance agreement entered into by and 
between the Insurer and the Reinsurer by virtue of incorporation of the Quota Share Contract into 
the I&L Agreement upon the signing of the former by the Insurer and the signing of the latter by the 
Insurer and the Reinsurer. 

112. “Recovery Principal” means with respect to any Premium Payment Date the sum of:  
a. the excess, if any, of the Credit Event Amount for such Premium Payment Date, over 

the Tranche Write-down Amount for such Premium Payment Date; and  
b. the Tranche Write-up Amount for such Premium Payment Date. 

  
113.  “Reference Obligation” has the meaning set forth in Article VI(A)(1). 

114. “Reference Pool” has the meaning set forth in Article VI(A)(1). 

115. “Reference Pool Removal” has the meaning set forth in Article VI(A)(3). 

116. “Reference Pool Status” has the meaning set forth in Schedule 1. 

117. “Reference Pool Status UPB” has the meaning set forth in Schedule 1. 

118. “Reference Tranche” has the meaning set forth in Article VI(B)(1). 
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119. “Reference Transaction” has the meaning assigned in Item 3 of the Declarations Page.  

120. “Reinsurer” means, individually and collectively, any and all duly licensed reinsurance entities 
approved by the Insured to be counterparties to any I&L Agreement into which the Quota Share 
Contract is incorporated. 

121. “Reinsurer’s Reference Tranche Limit” has the meaning set forth in Schedule 3. 

122. “REO” means real estate owned, as the term is commonly understood in the mortgage industry. 

123. “Reporting Period” has the meaning set forth in Article VI(B)(4). 
 

124. “Reversed Credit Event Reference Obligation” means, with respect to any Premium Payment Date, 
a Reference Obligation formerly in the Reference Pool that became a Credit Event Reference 
Obligation in a prior Reporting Period that is found in the related Reporting Period, through the 
Insured's quality control process, to have an Underwriting Defect, Major Servicing Defect or a data 
correction that invalidates the previously determined Credit Event.   

 
125. “Revised Insured Percentage” has the meaning set forth in Schedule 3. 

 
126. “Revised Insurer’s Reference Tranche Limit” has the meaning set forth in Schedule 3. 

 
127. “Revised Reinsurer Allocation” has the meaning set forth in Schedule 3. 

 
128.  “Senior Percentage” means, with respect to any Premium Payment Date, the percentage 

equivalent of a fraction, the numerator of which is the Class Notional Amount of the Class A 
Reference Tranche immediately prior to such Premium Payment Date and the denominator of 
which is the aggregate UPB of the Reference Obligations in the Reference Pool at the end of the 
previous Reporting Period. 

 
129. “Senior Percentage Class A-1” means, with respect to any Premium Payment Date, the percentage 

equivalent of a fraction, the numerator of which is the Class Notional Amount of the Class A-1 
Reference Tranche immediately prior to such Premium Payment Date and the denominator of 
which is the aggregate UPB of the Reference Obligations in the Reference Pool at the end of the 
previous Reporting Period. 
 

130. “Senior Reduction Amount” means, with respect to any Premium Payment Date, either: 
 
a. If any of the Minimum Credit Enhancement Test, the Cumulative Net Loss Test or the 

Delinquency Test is not satisfied, for the Class A Reference Tranche only, the sum of: 
 

i. 100% of Stated Principal for such Premium Payment Date; and 
 

ii. 100% of the Recovery Principal for such Premium Payment Date; or 
 
b. if the Minimum Credit Enhancement Test, the Cumulative Net Loss Test and the 

Delinquency Test are satisfied, the sum of: 
 

i. the Senior Percentage of Stated Principal for such Premium Payment Date; 
and 

 
ii. 100% of the Recovery Principal for such Premium Payment Date. 

 
131. “Senior Reduction Amount Class A-1” means, with respect to any Premium Payment Date, either: 

 
a. If any of the Minimum Credit Enhancement Test, the Cumulative Net Loss Test or the 
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Delinquency Test is not satisfied, for the Class A-1 Reference Tranche only, 0% the of 
Stated Principal for such Premium Payment Date; or 

 
b. if the Minimum Credit Enhancement Test, the Cumulative Net Loss Test and the 

Delinquency Test are satisfied, the Senior Percentage Class A-1 of Stated Principal 
for such Premium Payment Date. 

 

132. “Stated Principal” with respect to any Premium Payment Date means the sum of: 

(a) all monthly scheduled payments of principal due (whether with respect to the related 
Reporting Period or any prior Reporting Period) on the Reference Obligations in the 
Reference Pool and collected during the related Reporting Period, plus 

(b) all partial principal prepayments on the Reference Obligations collected during the related 
Reporting Period, plus  

(c) the aggregate UPB of all Reference Obligations that became Reference Pool Removals 
during the related Reporting Period, other than Credit Event Reference Obligations or 
any Reversed Credit Event Reference Obligations, plus 

(d) negative adjustments in the UPB of all Reference Obligations as the result of loan 
modifications or data corrections, plus 

(e) (1) subject to the satisfaction of certain conditions described in the definition of Reference 
Pool Removal permitting the replacement of original Reference Obligations with 
Enhanced Relief Refinance Reference Obligations, the excess, if any, of (i) the aggregate 
UPB of any original Reference Obligations refinanced under the Enhanced Relief 
Refinance Program and replaced in the Reference Pool by the corresponding Enhanced 
Relief Refinance Reference Obligations during the related Reporting Period, over (ii) the 
aggregate original UPB of the corresponding Enhanced Relief Refinance Reference 
Obligations, or (2) prior to the satisfaction of such conditions, zero, minus 

(f) (1) subject to the satisfaction of certain conditions described in the definition of Reference 
Pool Removal permitting the replacement of original Reference Obligations with 
Enhanced Relief Refinance Reference Obligations, the excess, if any, of (i) the aggregate 
UPB of any Enhanced Relief Refinance Reference Obligations, over (ii) the aggregate 
UPB of the related original Reference Obligations refinanced under the Enhanced Relief 
Refinance Program and replaced in the Reference Pool by the corresponding Enhanced 
Relief Refinance Reference Obligations during the related Reporting Period, or (2) prior 
to the satisfaction of such conditions, zero, minus 

(g) positive adjustments in the aggregate UPB of all Reference Obligations as the result of 
loan modifications, reinstatements into the Reference Pool of Reference Obligations that 
were previously removed from the Reference Pool in error, or data corrections. 

 
In the event the sum of the amounts in clause (f) and (g) above exceeds the sum of the amounts 

in clauses (a) through (e) above, the sum of the amounts in clauses (a) through (g) above for the 
applicable Premium Payment Date will be deemed to be zero, and the Class Notional Amount for 
the Class A Reference Tranche will be increased by the amount that the sum of the amounts in 
clauses (f) and (g) above exceeds the sum of the amounts in clauses (a) through (e) above. In the 
event that the Insured were ever to employ a policy that permitted or required principal forgiveness 
as a loss mitigation alternative that would be applicable to the Reference Obligations, any principal 
that may be forgiven with respect to a Reference Obligation will be treated as a negative adjustment 
in the UPB of such Reference Obligation pursuant to clause (d) above. 

133. “Subordinate Percentage” means, with respect to any Premium Payment Date, the percentage 
equal to 100% minus the Senior Percentage and Senior Percentage Class A-1 for such Premium 
Payment Date. 
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134. “Subordinate Reduction Amount” means, with respect to any Premium Payment Date, the sum of 
the Stated Principal and Recovery Principal for such Premium Payment Date, less the Senior 
Reduction Amount and the Senior Reduction Amount Class A-1. 

135. “Terminal Settlement Amount” has the meaning set forth in Schedule 1. 

136. “Termination Date” means the earliest of (i) the Maturity Date, (ii) the date on which any cancellation 
under Article VII(C) takes effect, or (iii) the date on which the full benefit of the insurance coverage 
provided by this Policy has been fulfilled.   

137. “TLTV" has the meaning set forth in the definition of CLTV in Article VIII. 

138. “TOB” means terms of business the Insured negotiates with its sellers and servicers from time to 
time which may amend, waive or otherwise alter certain terms of the Guide. 

139. “Tranche Future Premium” has the meaning set forth in Schedule 1. 

140. “Tranche Write-down Amount” means, with respect to each Premium Payment Date, the excess, if 
any, of the Principal Loss Amount for such Premium Payment Date over the Principal Recovery 
Amount for such Premium Payment Date. 

141. “Tranche Write-up Amount” means, with respect to each Premium Payment Date, the excess, if 
any, of the Principal Recovery Amount for such Premium Payment Date over the Principal Loss 
Amount for such Premium Payment Date. 

142. “True-Up Amount” has the meaning set forth in Schedule 2. 

143. “Trust Account” means the trust account established and maintained for the sole benefit of the 
beneficiary thereunder in order to secure performance of Reinsurers’ obligations hereunder, 
pursuant to the terms of the Trust Agreement. 

144. “Trust Agreement” means the trust agreement, which is comprised of the base trust agreement and 
its respective Trust Supplement, to be established with Eligible Assets within thirty (30) calendar 
days after the execution of the Policy among the Reinsurer, as the grantor, the Insured, as the 
beneficiary, and the Bank of New York, as the trustee. 

145. “Trust Supplement” has the meaning set forth in the base trust agreement. 

146. “Unconfirmed Servicing Defect” means with respect to any Reference Obligation, the existence of 
the following, as determined by the Insured in its sole discretion:  

a. there is a violation of the servicing guidelines and other requirements in the Guide (as 
modified by the terms of the related servicer’s contract, including any related TOBs); 
and  

b. the Insured has issued a notice of defect, repurchase letter or a repurchase 
alternative letter related to the servicing breach.  

 
For the avoidance of doubt, Reference Obligations with minor technical violations, which 

in each case the Insured determines to be acceptable Reference Obligations, may not result in an 
Unconfirmed Servicing Defect. 

 
147. “Unconfirmed Underwriting Defect” means with respect to any Reference Obligation, the existence 

of the following, as determined by the Insured in its sole discretion: (i) there is a material violation 
of the underwriting guidelines and other requirements in the Guide (as modified by the terms of the 
related seller's contract, including any related TOBs) with respect to such Reference Obligation, (ii) 
as of the origination date such Reference Obligation was secured by collateral that was inadequate 
or (iii) as of the origination date repayment in full on such Reference Obligation from the related 
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Mortgagor could not be expected.  For the avoidance of doubt, any Reference Obligation with minor 
technical violations or missing documentation, which in each case the Insured determines to be an 
acceptable Reference Obligation, will not result in an Unconfirmed Underwriting Defect.   
 

148. “Underwriting Defect” means with respect to any Premium Payment Date and any Reference 
Obligation for which the Insured has determined the existence of an Unconfirmed Underwriting 
Defect, the occurrence of any of the following: (i) such Reference Obligation is repurchased by the 
related seller or servicer during the related Reporting Period, (ii) in lieu of repurchase, an alternative 
remedy (such as indemnification) is mutually agreed upon by both the Insured and the related seller 
or servicer during the related Reporting Period, (iii) the Insured in its sole discretion elects to waive 
the enforcement of a remedy against the seller or servicer in respect of such Unconfirmed 
Underwriting Defect during the related Reporting Period, or (iv) the party responsible for the 
representations and warranties and/or servicing obligations or liabilities with respect to the 
Reference Obligation becomes subject to a bankruptcy, insolvency proceeding or a receivership.   
 

149.  “UPB” means, with respect to any Mortgage Loan and as of any date, the unpaid principal balance 
of such Mortgage Loan as of such date.  

150. “Write-up Excess” has the meaning set forth in Article VI(B)(6). 

 
 

IN WITNESS HEREOF, each of the Insurer and Insured has caused this Policy to be executed on 
its behalf and signed on the Declarations Page by its duly authorized representative. 
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EXHIBIT A 

 
PAYMENT DATE STATEMENT  

 
(Attached) 
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EXHIBIT B 
 

FORM OF NOTICE OF CLAIM AND PROOF OF LOSS  
 
 

 
 
(Date) 
 

 
 
Re: Notice of Claim and Proof of Loss 
 
Pursuant to the terms of the Insurance Policy issued by 

  the undersigned authorized representative of Federal Home Loan Mortgage 
Corporation, also known as Freddie Mac, a government-sponsored enterprise chartered by the U.S. 
Congress (the “Insured”), hereby submits this notice of Claim and Proof of Loss in accordance with the 
terms of the Policy in order to provide required information with respect to a Loss, and obtain payment of 
the associated Covered Amount.  Terms not defined herein shall have the meaning set forth in the Policy. 
 
1. Beginning Class Notional Amount  

relating to the applicable  
Insured Tranche: as of the applicable Premium Payment Date 
 

2.    Tranche Write-down Amount  
relating to such Insured Tranche as of the  
applicable Premium Payment Date: 

 
3.    Loss: 
 
4.    Insured Percentage: 
 

(See Annex 1 attached) 
 
5.    Covered Amount: 
 
(attach the Payment Date Statement) 
 
  

IN WITNESS WHEREOF, the undersigned authorized representative of the Insured has executed 
this Proof of Loss as of (Date). 
 
 
_______________________________________ 
By: 
Name: 
Title:  
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EXHIBIT C 
 

INSURANCE APPLICATION 
 

(Attached) 
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SCHEDULE 1 
 

TERMINAL SETTLEMENT AMOUNT CALCULATION 
 

The “Terminal Settlement Amount” shall be an amount calculated as follows: 
 

1. Future Modeled Loss Amount calculation 
a. Evaluate the delinquency profile of the Reference Pool based on the Payment Date 

Statement as of the month in which the Insolvency Event occurred, such that all 
Reference Obligations’ status (Current, Delinquent up to 90 days, Delinquent 91 to 
180 days, Delinquent 181 to 360 days, Delinquent more than 360 days) (the 
“Reference Pool Status”) are identified and the respective UPB of each category of 
Reference Pool Status is aggregated respectively (the “Reference Pool Status 
UPB”). 

b. Obtain the probability of default (the “Default Probability”) value from the Schedule 
1A table for each category of Reference Pool Status. 

c. Obtain the loss given default multiplier (the “Loss Given Default”) that applies to 
each category of Reference Pool Status based on Schedule 1A.   

d. Calculate the “Gross Future Modeled Loss Amount,” which is the sum of the 
following product for each of the five (5) categories of Reference Pool Status: (i) the 
applicable Reference Pool Status UPB, (ii) the applicable Default Probability and 
(iii) the applicable Loss Given Default. 

e. Allocate the Gross Future Modeled Loss Amount to the then-remaining Class 
Notional Amount as of such date for each Reference Tranche (up to the outstanding 
UPB of each such Reference Tranche), starting with the most subordinate 
Reference Tranche until the Gross Future Modeled Loss Amount is reduced to zero 
(0) (with respect to each Reference Tranche, the “Gross Insured Tranche Modeled 
Loss”). 

f. Calculate the “Future Modeled Loss Amount,” which is the sum of the following 
product for each Reference Tranche: (i) the applicable Gross Insured Tranche 
Modeled Loss, (ii) the applicable Insured Percentage of the Insurer and (iii) the 
applicable Reinsurer’s Insured Percentage from the applicable I&L Agreement. 

2. Future Premium calculation 
a. For each Insured Tranche, obtain the “Future Premium Multiplier” from Schedule 

1A. 
b. For each Insured Tranche, obtain the Premium paid to the applicable Reinsurer on 

the Premium Payment Date as of the month in which the Insolvency Event occurred 
and multiply it by the applicable Future Premium Multiplier to generate the “Tranche 
Future Premium.” 

c. Add the Tranche Future Premium with respect to each respective Insured Tranche 
together to generate the “Future Premium.” 

3. Terminal Settlement Amount calculation 
a. Obtain the “Terminal Settlement Amount” by subtracting the Future Premium from 

the Future Modeled Loss Amount. 
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SCHEDULE 2 

 
TRUE-UP AMOUNT CALCULATION 

 
The “True-Up Amount” shall be an amount equal to: 
 

(i) if the Terminal Settlement Amount is zero or positive, (x) the Terminal Settlement Amount 
actually paid by the applicable Reinsurer (or such Reinsurer’s estate) and permitted to be 
retained by the Insured, minus (y) the result of the actual Losses that would have been payable 
by such Reinsurer under the Quota Share Contract during the period from but excluding the 
date on which such Reinsurer’s quota share participation in the Quota Share Contract 
terminated through and including the Maturity Date, minus the actual Premium that would have 
been payable to such Reinsurer under the Quota Share Contract during the period from but 
excluding the date on which such Reinsurer’s quota share participation in the Quota Share 
Contract terminated through and including the Maturity Date, in each case, assuming such 
Reinsurer’s quota share participation in the Quota Share Contract was not terminated prior to 
the Maturity Date (the result of the calculation in clause (y), the “Actual Net Loss”); or  
 

(ii) if the Terminal Settlement Amount is negative, (x) the Terminal Settlement Amount, minus (y) 
the Actual Net Loss. 

 
For the avoidance of doubt, and purely as examples: 
 

a. if the Terminal Settlement Amount paid by the Reinsurer (or the Reinsurer’s estate) 
and permitted to be retained by the Insured was $20 million, and the Actual Net 
Loss amount is $35 million, then the Reinsurer (or the Reinsurer’s estate) shall pay 
the Insured $15 million;  

b. if the Terminal Settlement Amount paid by the Reinsurer (or the Reinsurer’s estate) 
and permitted to be retained by the Insured was $20 million, and the Actual Net 
Loss amount is $5 million, then the Insured shall pay the Reinsurer (or the 
Reinsurer’s estate) $15 million;  

c. if the Terminal Settlement Amount was -$20 million, and the Actual Net Loss 
amount is -$35 million, then the Insured shall pay the Reinsurer (or the Reinsurer’s 
estate) $15 million; or  

d. if the Terminal Settlement Amount was -$20 million, and the Actual Net Loss 
amount is -$5 million, then the Reinsurer (or the Reinsurer’s estate) shall pay the 
Insured $15 million. 
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SCHEDULE 3 
 

POLICY LIMIT OF LIABILITY RECALCULATION 
 

For the avoidance of doubt, and purely as an example of the Policy Limit of Liability reduction for 
each Reference Tranche, if the Policy Limit of Liability for a Reference Tranche is $120 million, the 
Insured Percentage is 60.00%, and there are four (4) Reinsurers with the following allocations: 
Reinsurer A has a 20% allocation, Reinsurer B has a 30% allocation, Reinsurer C has a 40% 
allocation, and Reinsurer D has a 10% allocation, and Reinsurer A suffers an Insolvency Event, and 
if the Terminal Settlement Amount is either (i) positive and is received and permitted to be retained 
by the Insured or (ii) negative, then the revision to the Policy Limit of Liability and the impacted 
attributes shall be calculated as follows: 

1. Calculate the product of the Reference Tranche Policy Limit of Liability and the Insured 
Percentage ($120M * 60.00% = $72M) (the “Insurer’s Reference Tranche Limit”); 

2. Calculate the product of the Insurer’s Reference Tranche Limit and the Reinsurer A 
allocation ($72M * 20.00% = $14.4M) (the “Reinsurer’s Reference Tranche Limit”).  The 
reduction in the Policy Limit of Liability will be equal to the Reinsurer’s Reference 
Tranche Limit ($14.4M); 

3. Subtract the Reinsurer’s Reference Tranche Limit from the Insurer’s Reference 
Tranche Limit ($72M - $14.4M = $57.6M) (the “Revised Insurer’s Reference Tranche 
Limit”);   

4. Calculate the quotient of the Revised Insurer’s Reference Tranche Limit and the 
Reference Tranche Policy Limit of Liability ($57.6M / $120M = 48.00%) (the “Revised 
Insured Percentage”); and 

5. For the remaining Reinsurers, calculate the quotient of (i) the product of the Insurer’s 
Reference Tranche Limit and the applicable Reinsurer’s allocation (e.g. for Reinsurer 
B, $72M * 30.00% = $21.6M) and (ii) the Revised Insurer’s Reference Tranche Limit 
($21.6M / $57.6M = 37.5%) (such quotient, the “Revised Reinsurer Allocation”) 

 

For future Premium Payment Dates following the Insolvency Event, the Insured will use the Revised 
Insurer’s Reference Tranche Limit, the Revised Insured Percentage, and the Revised Reinsurer 
Allocation for the allocation of all Covered Amounts and Premiums.  The recalculated numbers will 
be set forth on a schedule substantially in the form of Schedule 4 (the “Revised Annex 1”) as 
prepared by the Insured for the Insurer to distribute to each Reinsurer on the Premium Payment 
Date following the Insolvency Event, and a Revised Reinsurer Allocation(s) will be set forth on 
Exhibit D of the I&L Agreement for each Reinsurer, which will be provided on the Premium Payment 
Date following the Insolvency Event to amend and accordingly reflect each Reinsurer's revised 
percentage share(s). 
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SCHEDULE 4 
 

Revised Transaction-Specific Details for  
 

(“Revised Annex 1”) 
 

 




