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Second Look Program
For Non-GSE Moadification Programs that use an NPV Model, Effective June 1, 2009

On March 1, 2009, the Mortgage Insurance Companies of America (MICA) reached an
understanding with the Housing Policy Council and the United States Department of the
Treasury relating to a model procedure as to how loans insured by a private mortgage insurer
should be handled when the decision to modify a loan is based on the use of a net present
value (“NPV”) calculation. A copy of the Memorandum of Understanding is attached as Exhibit
A.

This document provides Triad Guaranty Insurance Corporation’s (“Triad”) procedures for loans
that either:

1) Pass the NPV test (NPV “Positive”), or
2) Fail the NPV test (NPV “Negative”) and are delivered to Triad for a Mortgage
Insurance Second Look Review (“Second Look”).

1) Delegation of Authority for Loans Passing the NPV Test (NPV “Positive”):

To facilitate a streamlined process for modifying loans passing the NPV test, Triad has
provided process information and delegation guidelines for the Home Affordable
Modification Program (HAMP) for Servicers/Investors. These guidelines apply to GSE
and non-GSE loans, as indicated on our website at http://www.tgic.com/hasp.aspx.

Triad’s delegation of authority to the Servicer for all programs is conditioned upon the
Servicer’s adherence to Triad’s HAMP Reporting Requirements, found at
http://www.tgic.com/hasp.aspx.

2) Second Look Review for Loans Failing the NPV Test (NPV “Negative”):

Second Look Review Criteria

Non-GSE loans that have not passed the required NPV test must be sent to Triad for
the Second Look promptly after determining the NPV results to minimize the risk of
losing the opportunity to modify the loan. A Servicer is permitted to submit for the
Second Look program immediately after this initial determination of a failed NPV or after
considering other modification programs allowed by the investor.

Second Look Operating Guidelines

Following the Servicer’'s determination that the non-GSE modification failed the NPV
test, the Servicer will promptly submit the Second Look review workout package to
Triad, or first review alternative modification programs offered by the investor prior to
promptly submitting the package to Triad at HOPE@tgic.com
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Submission Package Requirements:
(1) Use Triad’s HAMP Second Look Request Form, found at
http://www.tgic.com/hasp.aspx or append the Second Look data elements to the NPV

Data Inputs file (See (3)(a) below). The following data would need to be appended:
Servicing Company Name

Investor Name

Servicer Contact Name

Servicer Contact Email

Servicing Company Phone

NPV Model Used

(2) Each request submitted for the Second Look review should be identified as an Ml
Second Look Request in the subject line for email or fax submissions.

(3) With the Second Look submission, the Servicer must also deliver the NPV data

inputs and NPV model outputs as described below:

(a) Treasury’s Base NPV Model Data Inputs:
The Servicer will send an electronic copy of the Microsoft® Excel® back
up copy of the NPV Model Submission Tool with validated data used in
the NPV submission for the applicable loan. See page 9 in the User Guide
— Home Affordable Modification Program Base Net Present Value Model
Spreadsheet Tool (“User Guide”), dated April 14, 2009, or subsequent
versions, available at www.hmpadmin.com. This file will contain all input
data elements as currently noted in the User Guide or as revised in future
versions. The Servicer will append to this file the following data elements:

Servicing Company Name

Fannie Mae MI Company code — Primary

Fannie Mae MI Company code — Pool

Primary MI certificate number

Pool MI certificate number

Pool Contract ID

Gross Unpaid Principal Balance after modification
Total Dollar Amount Delinquent

Total Capitalized Dollar Amount

(b) Treasury’s Base NPV Model Data Outputs:
The Servicer will send an electronic copy of the NPV model outputs
returned to the Servicer in the “_out.csVv” file format as described on pages
9-10 in the User Guide referenced above.

(c) NPV Models Other Than the Treasury’s Base NPV Model:
In addition to the NPV model inputs and outputs described above, the
Servicer must provide a copy of the model used.
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MI Claim Advance Review Process:

Triad will review the Second Look request and determine whether it will approve an
advance claim payment (“MI Claim Advance”) in connection with the proposed
modification. Triad will determine whether or not to approve an Ml Claim Advance
based on a full review of the submitted documentation for each borrower including, but
not limited to, an assessment of the borrower’s cash flows and monthly surpluses.

Preliminary Ml Claim Advance Commitment

If approved, Triad will initially send the Servicer an approval notice with a preliminary
commitment by Triad to forward the MI Claim Advance when the loan has been
modified and is reported to Triad as current.

The Preliminary Commitment Notice will be conditioned for receipt of all required
documentation including, but not limited to:

e Hardship letter,

¢ Income verifications,

e Debt verifications (credit report),

e And all other documentation required in the Preliminary Commitment Notice.
The MI Claim Advance will be reduced by any investor incentives not already factored
into the NPV model.

Final MI Claim Advance Commitment

All required documents must be delivered to Triad upon receipt by the Servicer in order
for Triad to review for final commitment. If there is a variance in any of the
documentation and/or income verification provided by the borrower Triad may modify or
withdraw the MI Claim Advance.

Denial
If the MI Claim Advance is denied or withdrawn, Triad will then work with the Servicer to
assess other foreclosure avoidance alternatives for the borrower.

MI Claim Advance Payment Requirements:

Triad will remit the MI Claim Advance payment to the Servicer once the modification is
reported by the Servicer as closed via Triad’s standard HAMP Reporting
Requirements process (found at http://www.tgic.com/hasp.aspx) within 30 days of the
effective date of the modification. The loan default cure must be reported to Triad
through normal delinquency reporting.

Subsequent MI Claims:

The MI Claim Advance shall be recoverable as a deduction against a future claim, or, in
the event of later rescission or denial of coverage from the original, and any subsequent
Servicer/Investor of the loan.
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For questions regarding delegation, workout approval or the Second Look Program,
please contact:

Loss Management
Phone: 800-628-4744
Fax: 336-723-1001
Email: HOPE@tgic.com

Second Look submissions — HOPE@tgic.com
Website: www.tgic.com
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EXHIBIT A

Memorandum of Understanding between MMember: of the Mortgage Isurance Companies of America
and the Housing Policy Council Regarding the Consideraton of Primary Mortzage Insurance in the

Propoced NPV Test for Loan Modificatons

In order bo make eyery =ford possioie o avold preveniable foreclosures the Morigage Insurance Comoanies of
Americs {MICA) and the Sardoer Membar Comparizs of the Hoesing Polcy Councl migve reached 3 consensus
oplnlon on fhe use of Met Present Value (M50 models In the loan modiicabon process.

Miz moeroer will b= axclude=d from consid=raton for & lcar modNoation based on e use or applicaban of an
MEW modial. Insi=ad, all bormowers will have the opporluniy io ke considened for 8 modticabdon. While nict
eliminaging the discriminabion agalnst bormowers who have primary mortgage Insurarce P01} vermus hose
don't, this aporoach reduces this differantiation. The reguiresd Sorowesr documentafon will be collsches and
evalusi=d by fhe saryvicer. Then the KRV medal will be run, Including the exssct=d primary M claim baretis
solaly o calculats the investor's pol=nbal met loss — not a5 & degding facior on approval of e mod Moation.

If the cost ol the modificasion Is lower than the Investor's net loss and fhe bomoser qualli=s %o the
medification the Iny=stor bears the cost of the medificaton (ses Sc=naro &1 balow]. Thiz streamines the

process for fhe serdoer

If the= costof the modHicaton Iz kigher man the reeshors net ies the proposed mod Bcation wil be st io the
appropriate Ml company 1o consider what finandal copddoution mighf creai= & ssocessful modiicabdon. Hthe
Kl company approees the modficadion the Invesior conddbules o the oost of e modBcation up fo thelr
pofenfal net koss, and the B company would contribube b e cost of the mocificafion via & clalm advanos In
an amount not o ewosed the madmum claim amount (see Scenario 22 below. A clalm advance macde by an
Il company wil be recoveranls by the B company by reduecing any subsequent claim payment. The K

company wil have the dizcrafion bo approve the modiicabon and the amcwnt of B contribubion 1o the cost o
madHization.

If thie maodMoation cost b well In 2xcess of the et loss S the Inseshor In foreciosure the modMoation wil not be
autcrmatically rejeci=d as Is comumonly done today. These cases wil also ke refered b the B compary b
detarmine what financial condribution mikghs cresls 3 successdl borower modlicalion. [se= Sc=narg 23
below). The Investor wll conlrbube b fe cost of the mocicafon up bo thedr et loss, and the M1 company, B
the micdfcation [ avoroved, wouwld contribube am amount notlo exoeed s macimers cla amounl, The B
company &l have the discradion bo approve the modiicaton and the amcwent of Bs contribubion 1o the cost of
medification. This approsch sxpards the urplyerss of bormowers conskdaned for modPications

This consarsus approach requires Shat thers s & process In place o sersdosrs refer the boroaers falieg inhe
Sc=nario 2 and 3 fo the M) comoany for conslderation

This consarsus approach also reguires a consisi=nt and asdkabl= methodciogy 1o accuratzly calculale the
MEW with decumented ard werfed calulation inpets.

This approsch will regquire that he sarvicers and M1 companizs collasomabe on the op=rafonal d=lals k order

o Implemisnt this solution suco=ssfully. To s =nd, an M companySerdoar subcommitee will be formed bo
finalize the cperational datalls and stresmilne the procs=ss.

Inclyidizal M1 companles il d=iermine sukasie dalegation of authorky b be granted bo the serdosr It ander o
furthier sireamine the approval process.

Meshing hersin shall b= consineed az & wakier of any rights or obligafions of an M| company under $he applcable &

masi=r podicy.
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cantribucion will = conpldsrsd baesd on the Lndiwidusl borrower cdroemacances and Lrediwidunel HE companyg
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EXHIBIT A (Continued)

Process Flow for Private Ml Loans Failing NPV Test

n Loan Fails PV Test:

Servicer applies MNPV Ywaterfall” test and the Invesior cost to modiy s greater than the mwestors estmiated net
cost to foreclose including Ml claim payment

Private Ml Second Look:-
Loan referred to appropriate Private Ml Company for "Second Look™. Bl to determine why MNPY test failed and
hiow a "pass” can be achieved with Ml financal assistance
a.  Complete a cash Niow analysis of bomovers entire inanclal siiuation Includng olEl consumer debl, other
financial cbligations and Ilving expenses
. Ubllze expanded erizerla and M suppon 1o ierease successiul modcations

Ml Financial Contribution:

Each MI company. at their sole discretion, to determine appropriate financial contibution in the form of a clam
adwancs that can bring modification parameters indo an afordable range
3. Sxamples of Ml asslstance Include, out are mat limited 1o
- Bormower payment subsidy
- Bring amearages cument
o.Ml submiis aRermative loan modficalion proposal Including Clalm Advance bo sendcer for inal approval.
- This proposal effectively Iowers the NPV cosl o mcdfy and laan now passes iest

n Ml Company Facilitates Cther Alternatives to Foreclosure When Immediate Modification is Hot Viable:

Kl Company supplements the efforts of the servicer by providing bandwidth and expertise in analyzing the fie
to determine if there are other viable sfematives for foreclosurs avcidance. Examples includs:
3.  Temporary Farbearance; For exampls, 3 bormoeer may need asdEicnal ime t2 ind new empleyment or
resalve ursxpecied medical expenses
. Shor Sake: Work with Bomrmowsr and Servicer o sell property 3t 3 marke? value less than the amount owed
¢, Deedin Ueu Incsrain ciicumsiances, Tie Dorower may avold foreciosurs by conveying e to the property
Im Tull satistacilon of the debi
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