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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF FLORIDA

CASE NO.

ROBIN MCNEIL and LILLIAN
MARSHALL on behalf of themselves
and all others similarly situated,

Plaintiffs,
V. CLASS ACTION COMPLAINT
JURY DEMAND
SELENE FINANCE, LP, SOUTHWEST
BUSINESS CORPORATION, and
GREAT AMERICAN E&S INSURANCE
COMPANY

Defendants.
/

CLASS ACTION COMPLAINT

Plaintiffs Lillian Marshall and Robin McNeil file this class action complaint, on behalf of
themselves and all others similarly situated, against Defendants Selene Finance, LP (“Selene”),
Southwest Business Corporation (“Southwest”), and Great American E&S Insurance Company

(“Great American”) (collectively, “Defendants”).

INTRODUCTION

1. This action seeks to redress for injuries resulting directly from Defendants’ force-
placed insurance practices. Plaintiffs and a proposed nationwide class and two subclasses of
Selene borrowers seek to recover damages they have suffered as a result of Defendants’ wrongful
conduct in manipulating the force-placed insurance market through collusive agreements
involving kickback arrangements and other forms of improper compensation, and their standard
practice of charging borrowers undisclosed and illegitimate costs in connection with force-placed

insurance.
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2. Selene was established on Oct. 1, 2007 to service nonperforming and sub-
performing residential mortgage loans. It is an indirect subsidiary of Selene Holdings LLC.
Selene functions as a special servicer for the Selene Residential Mortgage Opportunity Fund | and
Fund 11, which buys distressed assets primarily through whole loan purchases. In 2012, Selene
expanded into servicing prime mortgage loans. Their exclusive and collusive relationships with
Great American and Southwest have resulted in extraordinary profits for all the Defendants
totaling in the millions of dollars.

3. During the class period, Selene, Great American, and Southwest have engaged in a
pattern of unlawful and unconscionable profiteering and self-dealing in the purchase and
placement of force-placed insurance coverage on behalf of Selene borrowers in Florida and
throughout the country.

4. Selene has entered into agreements with Great American and Southwest that give
those companies the exclusive right to monitor the entire Selene mortgage loan portfolio for lapses
in homeowners’ insurance coverage and force-place their own insurance coverage in the event of
a lapse. The new coverage is issued from a master policy that Selene purchases before any
individual lapse to cover its entire loan portfolio. In exchange, Great American and Southwest
provide Selene with various kickbacks that Defendants attempt to disguise as legitimate
compensation. These kickbacks include but are not limited to one or more of the following: (1)
unearned “commissions” paid to Selene or an affiliate for work purportedly performed to procure
individual policies; (2) “expense reimbursements” allegedly paid to reimburse Selene for expenses
it incurred in the placement of force-placed insurance coverage on homeowners; (3) payments of
illusory reinsurance premiums that carry no commensurate transfer of risk; and (4) free or below-
cost mortgage-servicing functions that Southwest and Great American perform for Selene that
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often have nothing to do with the placement of insurance coverage.

5. Because of these kickbacks, Selene essentially receives a rebate on the cost of the
force-placed insurance; however, Selene homeowners ultimately bear the cost of these kickbacks
because Selene does not pass on these rebates to the borrower. The charges for force-placed
insurance are deducted from borrowers’ escrow accounts or added to the balance of their mortgage
loans and Defendants attempt to disguise the kickbacks as legitimate by characterizing them as
income earned by Selene when, in fact, they are unearned and unlawful profits.

6. During the proposed class period, Defendants treated Plaintiffs and every putative
class member in an identical manner pursuant to their standard policies and procedures by among
other things: (1) notifying them that their coverage had lapsed and new coverage had been forced
with the same cycle of form letters; (2) forcing coverage for every borrower from one master policy
that covered Selene’s entire loan portfolio; (3) forcing new coverage in the same manner for every
member of the proposed classes; and (4) including the same impermissible costs in the amounts
charged every putative class member for coverage.

7. Defendants’ self-dealing and collusion in the force-placed insurance market has
caused substantial harm to the named Plaintiffs and the proposed classes they seek to represent.
This action seeks to redress harm resulting directly from Defendants’ force-placed insurance
practices. Plaintiffs do not challenge the cost of the forced-place insurance per se or the insurance
rates that may have been filed by Great American. Nor do Plaintiffs challenge Selene’s contractual
right to obtain force-placed insurance to protect its interest in Plaintiffs’ loan but instead challenge
the manner in which Selene has manipulated the force-placed insurance process whereby Selene

receives an effective rebate on the cost of the FPI but does not pass the rebate on to the borrowers.
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PARTIES

Plaintiffs

8. Plaintiff Lillian Marshall was charged for force-placed insurance on her home in
New Jersey by Defendant Selene. Pursuant to its exclusive arrangement with Southwest and Great
American, and the master policy in place, and upon information and belief, Selene purchased the
force-placed insurance coverage through Southwest and Great American in 2016. Ms. Marshall
IS a citizen of the State of New Jersey.

9. Plaintiff Robin McNeil was charged for force-placed insurance on her home in
Florida by Defendant Selene. Pursuant to its exclusive arrangement with Southwest and Great
American, and the master policy in place, and upon information and belief, Selene purchased the
force-placed insurance coverage through Southwest and Great American in 2015. Ms. McNeil is
a citizen of the State of Florida.

Defendants

10.  Selene is a Texas company with its principal place of business in Houston, Texas.
It is an indirect subsidiary of Selene Holdings, LLC. Selene services residential mortgage loans in
Florida, New Jersey, and throughout the United States, including loans within this district. Selene
serviced the Plaintiffs’ loans.

11.  Southwest is a Texas company with its principal place of business in San Antonio.
It provides insurance, mortgage, and investment services to financial institutions, businesses, and
individuals and is licensed to do business in all fifty U.S. states. Southwest contracts with servicers
and lenders to act as a force-placed insurance vendor. During the relevant time periods described
in this Complaint, Southwest contracted as a force-placed insurance vendor with Selene. Upon
information and belief, Southwest, along with Great American, tracks loans in Selene’s mortgage
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portfolio, handles customer service duties related to force-place insurance, and issues certificates
from the force-placed insurance master policy on properties when a borrower’s insurance has
lapsed. Atall relevant times described in this complaint, Southwest was acting as an agent, servant,
employee, partner, and joint venturer of Defendants Selene and Great American. Southwest had
actual or constructive knowledge of the acts of each of these Defendants, and ratified, approved,
joined in, acquiesced in, or authorized the wrongful acts of each co-defendant, and retained the
benefits of said wrongful acts. Southwest was a direct, necessary, and substantial participant in
the common course of conduct complained of herein, and was aware of its overall contribution to
and furtherance of the conspiracy and common course of conduct. Southwest conducts business
throughout the United States, including Florida and New Jersey.

12.  Great American is a Delaware company with its principal place of business in
Cincinnati, Ohio. It is a surplus line insurance carrier in Florida, New Jersey, and throughout the
country. Surplus line insurance carriers do not file their insurance rates with State insurance
regulators and therefore their rates (and the ultimate insurance premiums) are not reviewed or
approved by the State insurance regulators.

JURISDICTION AND VENUE

13.  This Court has jurisdiction over this action pursuant to the Class Action Fairness
Act of 2005 (“CAFA”), Pub. L. No. 109-2, 119 Stat. 4 (codified in various sections of 28 U.S.C.).

14. Plaintiff Lillian Marshall is a citizen of New Jersey who owns property in New
Jersey on which insurance coverage was forced by Defendant Selene through its exclusive
arrangements.

15. Plaintiff Robin McNeil is a citizen of Florida who owns property in Florida on
which insurance coverage was forced by Defendant Selene through its exclusive arrangements.
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16.  Selene is registered to do business in Florida. The amount in controversy exceeds
$5,000,000 and there are at least one hundred members of the putative class.

17.  This Court has subject-matter jurisdiction over this action because Plaintiffs’ claims
arise under the federal Racketeer Influenced and Corrupt Organizations Act (“RICO”), 18 U.S.C.
8 1962(d), according to the statute’s jurisdictional statement, 18 U.S.C. § 1964. Further, pursuant
to 28 U.S.C. § 1331, this Court has subject-matter jurisdiction based on Plaintiffs’ claims for
violation of the federal Truth in Lending Act (“TILA”), 15 U.S.C. § 1601 et seq.

18.  This Court has further jurisdiction over Defendants because they are either foreign
corporations authorized to conduct business in Florida, are doing business in Florida and have
registered with the Florida Secretary of State, or do sufficient business in Florida, have sufficient
minimum contacts with Florida, or otherwise intentionally avail themselves of the Florida
consumer market through the promotion, marketing, sale, and service of mortgages or other
lending services and insurance policies in Florida. This purposeful availment renders the exercise
of jurisdiction by this Court over Defendants and their affiliated or related entities permissible
under traditional notions of fair play and substantial justice.

19. In addition, this Court has subject-matter jurisdiction under CAFA because the
amount in controversy exceeds $5 million and diversity exists between Plaintiffs and Defendants.
28 U.S.C. § 1332(d)(2). Further, in determining whether the $5 million amount in controversy
requirement of 28 U.S.C. § 1332(d) (2) is met, the claims of the putative class members are
aggregated. 28 U.S.C. § 1332(d)(6).

20.  Venue is proper in this forum pursuant to 28 U.S.C. § 1391 because Defendants
transact business and may be found in this District and a substantial portion of the practices
complained of herein occurred in the Southern District of Florida.
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21.  All conditions precedent to this action have occurred, been performed, or have been
waived.

NATURE OF THE CASE

22.  All mortgage lenders’ and servicers’ force-placed insurance schemes operate in a
materially similar fashion. When a homeowner’s voluntary insurance policy lapses, the mortgage
servicer force-places insurance on the property and charges the borrower more than its actual cost
of insurance for the coverage it places. Lenders and servicers charge borrowers more than their
actual cost despite provisions in the mortgage contract and in notice letters sent to borrowers
advising that the borrower will be charged for the cost of insurance coverage. The borrower
ultimately pays more than the lender or servicer because after the lender or servicer pays the insurer
for the force-placed coverage, the insurer kicks a percentage of the payment back to the servicer
or one of its affiliates. This gratuitous kickback essentially provides the lender or servicer with a
rebate on the cost of the insurance coverage. The benefit of that rebate is not, however, passed on
to the borrower.

23.  The amounts that Selene charges borrowers for forced coverage often have little to
do with the actual risk insured or the value of the property, and are purely a function of this
kickback scheme. This action seeks compensation for borrowers who have been victimized by this
practice and an end to this illegal scheme.

24.  Atall relevant times, Selene purchased force-placed insurance through Southwest
and Great American pursuant to a longstanding agreement whereby Great American furnished
insurance coverage for the entire Selene portfolio of mortgage loans under a master policy.

Southwest facilitates the arrangement by taking over certain mortgage servicing functions on
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behalf of Selene at below cost, including tracking the loans in the Selene portfolio for lapses in
insurance, and notifying Great American of any lapse so an individual certificate for the particular
borrower’s property can be issued under the master policy.

25.  This arrangement returns a significant financial benefit to Selene that is unrelated
to any contractual or bona fide interest in protecting Selene’s interest in the loan. Pursuant to its
agreement, Selene purchases insurance coverage from Great American, and in exchange, Selene
receives kickbacks from Great American and Southwest in the form of unearned “commissions,”
ceded premiums for riskless reinsurance, subsidies for below-cost mortgage servicing functions
(that often have nothing to do with providing insurance coverage), or illusory “expense
reimbursements,” among other things, which amount to a rebate on the cost of the FPI to Selene.
Selene then imposes the pre-rebate charges upon borrowers in amounts it claims to represent the
cost of the insurance it paid for, but in fact it is a greater amount than Selene paid because the
charges include the secret kickbacks and other illicit consideration that is remitted to Selene and
that amount to a rebate that Selene did not pass on to its borrowers.

26.  Selene’s desire to reap greater profits through its prearranged agreements with
Southwest and Great American leads it to select an insurance policy that will allow for kickbacks
to Selene. However, Selene subsequently charges its borrowers amounts for coverage that are
greater than what Selene ultimately pays for the coverage. The charges it imposes on borrowers,
which Selene attributes to the cost of the insurance, are not only greater than its actual cost of
providing the insurance and the actual cost paid by Selene, but also are usually greater than the
premiums for the borrowers’ voluntary insurance, even though the force-placed insurance provides
less coverage. Through this manipulation of the force-placed insurance selection process, Selene
maximizes its own profits and those of its co-Defendants to the detriment of Plaintiffs and the
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Class members.

The Force-Placed Insurance Industry

27. Lenders and mortgage servicers, like Selene here, force-place insurance coverage
when a borrower fails to obtain or maintain proper hazard, flood, or wind insurance coverage on
property that secures a loan. Under the typical mortgage agreement, if the insurance policy lapses
or provides insufficient coverage, the lender has the right to force-place coverage on the property
to protect its interest in the loan and to charge the borrower the cost of coverage.

28.  Force-placed insurance schemes like the one at issue here take advantage of the
discretion afforded to the Selene in standard form mortgage agreements. The mortgage
agreements typically require the borrower to carry hazard insurance sufficient to cover the lender’s
interest in the property against fire and other perils. If a homeowner’s “voluntary” policy lapses,
the mortgage agreement allows the lender to “force place” a new policy on the property at the
borrower’s expense.

29. These schemes also violate the mortgage contract’s express terms. The borrower
contracts to compensate the lender for the actual cost that the lender or servicer pays the insurer
for the forced coverage, but is then charged an amount that is more than the lender or servicer
actually paid. Typically, lenders delegate to servicers the lenders’ rights to enforce the terms of
the mortgage contract.

30. Force-placed insurance providers enter into exclusive relationships with servicers
to provide the master policies. To maintain their exclusive relationships with these servicers, the
force-placed insurers, like Great American, using an insurance agency like Southwest as a conduit,
pay unearned kickbacks, often calculated as a percentage of the force-placed premiums and
disguised as “commissions” or “expense reimbursements”; together with Southwest, offer
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subsidized mortgage servicing functions; enter into lucrative captive reinsurance deals with them;
and/or provide other financial benefits not attributable to the cost of insuring the property.

31.  The money to finance these force-placed insurance schemes comes from
unsuspecting borrowers who are charged inflated amounts for force-placed insurance by lenders
or servicers. Borrowers are required to pay the full amount that the lender or servicer initially pays
to the insurer despite the fact that a considerable portion of that amount is kicked back to the lender
or servicer in the manner described above. Selene gets the benefit of an effective rebate from
Great American that it does not pass on to the borrower. Instead it charges the borrower the full
amount, purportedly for the cost of insurance coverage. Selene reaps these unconscionable profits
entirely at the expense of the unsuspecting borrowers.

32.  During a 2012 hearing on force-placed insurance at the National Association of
Insurance Commissioners (“NAIC”), Mr. Birny Birnbaum, an expert on the force-placed insurance
market, illustrated the staggering growth in profits that force-placed insurance schemes have

reaped in recent years:?

! This graph and the ones that follower are from Mr. Birnbaum’s presentation to the NAIC on
August 9, 2012. The presentation is available

at:http://www.naic.org/documents/committees ¢ _120809-public_hearing_lender placed-
insurancepresentation_birnbaum.pdf.
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L.PI Premiums Have Quadrupled Since 2004

Gross Writter Net Writter

Prerivurm Prerivrmn

Year (S Milliorns) (S Milliorns)
2004 $1.485 $796
2005 $1.832 $919
2006 $2.163 $1.074
2007 $3.058 $1.647
2008 $4.000 $2.209
2009 $5.181 $3.049
2010 $5.915 $3.223
2011 $5.692 $3.450
2004-

2011 $29.326 $16.368

2009-2011 GWP Understated. Reporting Errors by OBE

CEJ LPI Presentation to NAIC 13 August 9, 2012

FACTUAL ALLEGATIONS

33.  The standard form mortgage agreements for loans serviced by Selene include a
provision requiring the borrower to maintain hazard insurance coverage, flood insurance coverage
if the property is located in a Special Flood Hazard Area as determined by the Federal Emergency
Management Agency, and wind insurance on the property securing the loan. In the event that the
insurance lapses, the standard form mortgage agreements permit Selene to obtain force-placed
coverage to protect the its interest in the loan and to charge the cost of the insurance to the borrower
rather than declare the borrower in default.

34.  What is unknown to borrowers, and not disclosed in the standard form mortgage
agreements, is that Selene has exclusive arrangements with Southwest and Great American to
manipulate the force-placed insurance market and receive kickbacks that provide it an effective
rebate on the cost of the insurance that it does not pass on to Plaintiffs and the Class members.
Defendants disguise these kickbacks as “‘commissions,” “expense reimbursements,” or reinsurance

premiums. The amounts may also include other unmerited charges in the form of direct payments
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and provide additional financial benefits in the form of below-cost mortgage servicing functions
to Selene that are not attributable to the cost of insuring the individual property.

Defendants’ Force-Placed Insurance Scheme

35. Great American and Southwest have exclusive arrangements with Selene to
monitor Selene’s mortgage portfolios, perform various mortgage servicing functions (obligations
properly borne by Selene), and provide force-placed insurance coverage. In addition to the
subsidized mortgage services it receives, as set forth in detail below, Selene is “kicked back” a
percentage of the force-placed charges.

36.  The scheme works as follows: Selene purchases a master insurance policy from
Great American that covers the entire Selene portfolio of mortgage loans. In exchange, Great
American is given the exclusive right to force insurance on property securing a loan within the
portfolio when the borrower’s voluntary insurance lapses or the lender determines the borrower’s
existing insurance is inadequate.

37.  Southwest and/or Great American monitor Selene’s entire loan portfolio for lapses
in borrowers’ insurance coverage. Once a lapse is identified, they send a cycle of letters, reviewed
and approved by Selene, to the borrower in Selene’s name, stating that Selene will purchase
insurance for the property, for which the borrowers will be financially responsible, and force-place
it on the property. In reality, however, the master policy is already in place and Selene does not
seek out and purchase a new policy on the individual borrower’s behalf. Rather, a certificate of
insurance from the master policy is automatically issued by Southwest and Great American and
Selene is charged for that certificate.

38.  The letters or notices sent to borrowers are generated and sent at predetermined
intervals by an automated system used by Great American and Southwest. The letters indicate an
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address for borrowers to submit proof of insurance or correspondence to Selene; however, the
address is actually for a Great American or Southwest location because they are performing these
services for Selene. Each borrower is subject to Defendants’ automated system and receives
materially the same letters described above.

39.  Once a certificate is issued pursuant to the pre-existing master policy, coverage is
forced on the property, and Selene charges the borrower an amount they attribute to the “cost” of
the force-placed insurance, which is either deducted from the borrower’s mortgage escrow account

or added to the balance of the borrower’s loan.?

The borrower’s escrow account is depleted
irrespective of whether other escrow charges, such as property taxes, are also due and owing.

40. No individualized underwriting ever takes place for the force-placed coverage.
Insurance is automatically placed on the property and Selene charges the borrowers the pre-rebate
amounts that include the kickbacks.

41.  To fund the force-placed insurance scheme, Selene pays for the certificate of
insurance, which issues from the already-existing master policy. Selene, not the borrower, is
obligated to pay Great American for the force-placed insurance pursuant to the agreements
between Defendants (to which borrowers are not party), which govern the mortgage servicing
functions that Great American and Southwest perform as well as the procurement of the master
policy, and are executed and already in place before the borrower’s coverage lapses.

42.  Once coverage has issued and Selene has paid for the insurance, Great American

kicks back a set percentage of the premium to Selene as a “commission” or an “expense

reimbursement.” The money paid back to Selene or its affiliates is not given in exchange for any

2 On some occasions, when a borrower does not have an escrow account, the lender creates an
escrow account with a negative balance and charges the borrower to bring the balance to zero.
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services provided by them; it is simply grease paid to keep the force-placed machine moving. In
an attempt to mask the kickbacks as legitimate, Great American or Southwest may disclose in the
form letters to the borrower that Selene may earn “commissions” as a result of the forced placement
of new coverage, or that Selene incurred “costs” as a result of the force-placement of insurance, or
that a “fee” is due to an agency.

43.  These payments are not compensation for work performed; they are an effective
rebate on the premium amount owed by Selene, reducing the cost of coverage that Selene pays to
Great American. The “commissions” or “expense reimbursements” are not legitimate
reimbursements for actual costs, nor are they payments that have been earned for any work done
by Selene or an affiliate related to the placement of the insurance; they are unlawful kickbacks to
Selene for the exclusive arrangement to force-place insurance

44, In reality, no work is ever done by Selene to procure insurance for a particular
borrower because the coverage comes through the master policy already in place and the
procedures, including the issuance of the certificate of insurance, are automated. Selene does not
seek out insurance policies on borrower’s behalf and has no involvement in the placing of the
insurance. As a result, the amount paid is not a true “commission,” no income is “earned,” and
Selene does not incur any “expenses” in relation to the force-placement of insurance for any
particular borrower.

45, In addition to these direct payment kickbacks, Selene also enters into exclusive
agreements whereby Great American and Southwest, provide mortgage servicing functions on

Selene’s entire loan portfolio at below cost. These functions, which include, but are not limited

29 ¢¢ 99 ¢

to, activities such as “new loan boarding,” “escrow administration,” “customer service,” and “loss

draft services,” are often not related to the provision of force-placed insurance and are performed
14
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at below cost as a way to keep the exclusive arrangement in place. Indeed, Great American does
not perform these services for a lender or servicer without also being the exclusive provider of
force-placed insurance. Southwest does not perform these services for a lender or servicer without
also being the exclusive vendor for the procurement of force-placed insurance.

46.  Upon information and belief, Southwest and Great American are able to perform
many of the mortgage servicing functions for Selene at below-cost because of the funds received
from the force-placed insurance charges which subsidize any expenses incurred for performing the
Services.

47.  The borrower ultimately subsidizes the below-cost mortgage servicing through the
charges for forced coverage imposed by Selene. However, because insurance-lapsed mortgaged
property generally comprises only 1-2% of the lenders’ total mortgage portfolio, the borrowers,
like Plaintiffs here, who are charged for the force-placed insurance unfairly bear the cost to service
and monitor the entire Selene loan portfolio. These charges, passed on to Plaintiffs and the
proposed classes, are not properly chargeable to the borrower because they are expenses associated
with the servicing of all the loans, often have nothing to do with the provision of force-placed
insurance, and Selene is already compensated for these activities by the owners of the loans (e.g.
Fannie Mae).

48.  Thus, the small percentage of borrowers who are charged for force-placed
insurance subsidize the costs of servicing Selene’s entire loan portfolio, effectively resulting in a
kickback to Selene to keep its exclusive arrangement in place with Southwest and Great American.

49. In addition, upon information and belief, Great American enters into essentially
riskless “captive reinsurance arrangements” with Selene or its affiliates, to “reinsure” the property
insurance force-placed on borrowers. An American Banker article illustrated this reinsurance
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problem using JPMorgan Chase’s program with Assurant, Inc. by way of example:
JPMorgan and other mortgage servicers reinsure the property insurance
they buy on behalf of mortgage borrowers who have stopped paying for
their own coverage. In JPMorgan’s case, 75% of the total force-placed
premiums cycle back to the bank through a reinsurance affiliate. This has
raised further questions about the force-placed market’s arrangements.
Over the last five years, Chase has received $660 million in reinsurance
payments and commissions on force-placed policies, according to New
York’s DFSJ.]
Of every hundred dollars in premiums that JPMorgan Chase borrowers
pay to Assurant, the bank ends up keeping $58 in profit, DFS staff
asserted. The agency suggested the bank’s stake in force-placed
insurance may encourage it to accept unjustifiably high prices by

Assurant and to avoid filing claims on behalf of borrowers, since that
would lower its reinsurer’s returns.

The DFS staff also questioned the lack of competition in the industry,

noting that Assurant and QBE have undertaken acquisitions that give

them long-term control of 90% of the market. Further limiting

competition are the companies’ tendency to file identical rates in many

states, Lawsky and his staff argue.
J. Horwitz, Chase Reinsurance Deals Draw New York Regulator’s Attacks, AM. BANKER, May18,
2012, available at http://www.americanbanker.com/issues/177_97/chase-reinsurance-deals-
regulator-attack-1049460-1.html.

50.  Selene’s reinsurance program, like those of other servicers, is simply a way to
funnel profits from the force-placed scheme, in the form of ceded premiums, to Selene at
borrowers’ expense. While reinsurance can, and often does, serve a legitimate purpose, here it
does not. Selene and/or its affiliates enter into reinsurance agreements with Great American that
provide that the insurer will return to Selene significant percentages of the premiums charged to

borrowers by way of ceded reinsurance premiums to Selene affiliates — which in turn provide these

premiums to Selene often in the form of “soft-dollar” or other credits. The ceded premiums are
16
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nothing more than a kickback and a method for Selene to profit from the forced placement of new
coverage. Indeed, while Selene’s affiliates purportedly provided reinsurance, they did not assume
any real risk.

51. Borrowers are also charged interest on the amounts owed for force-placed
coverage, which is calculated based on the pre-rebate amount, i.e. based on an amount greater than
Selene’s actual cost of coverage. When Selene adds the cost of the high-price force-placed
insurance to a homeowner’s mortgage balance, it thereby increases the interest paid over the life
of the loan by the homeowner to the lender.

52.  The actions and practices described above are unconscionable and undertaken in
bad faith with the sole objective to maximize Defendants’ profits at the expense of Plaintiffs and
the other Class members. Borrowers who for whatever reason have stopped paying for insurance
or are under-insured on mortgaged property, are charged illegitimate noncompetitive amounts for
force-placed insurance that include rebates to Selene not passed on to borrowers. These charges
cover undisclosed kickbacks to Selene or its affiliates (who, as described above, perform little, if
any, work related to the forced placement of the individual policies), as well as the cost of captive
reinsurance arrangements, and the provision of below-cost mortgage servicing functions.

53. Borrowers have no say in the selection of the force-placed insurance carrier or the
terms of the force-placed insurance policies and have no ability to seek out and purchase their own
force-placed insurance policy. Force-placed policies are commercial insurance policies intended
to be sold to lenders and servicers and their terms are determined by the lender/servicer, here,
Selene and the FPI providers, here, Great American. Borrowers have no ability to seek out and
purchase a force-placed policy on their own nor do they have any recourse to challenge the
illegitimate charges with any State insurance regulator. It is Selene and not the borrower that is the
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Named Insured on the force-placed policies.

54.  Plaintiffs do not challenge Selene’s right to force place insurance in the first
instance. They challenge the discretion afforded mortgage lenders and servicers in purchasing
force-placed insurance, as well as Defendants’ manipulation of the force-placed insurance market
whereby Great American and Southwest provide kickbacks to Selene to keep the exclusive
arrangement in place. These kickbacks provide an effective rebate to Selene on the purchase of
the force-placed insurance that Selene does not pass on to the borrower. Servicers, like Selene,
are financially motivated to select the insurer, like Great American, that offers it the best financial
benefit in the terms of “commissions,” “expense reimbursements,” direct payments, discounted
mortgage servicing, or debt forgiveness.

55.  This action is brought to put an end to Defendants’ exclusive, collusive, and
uncompetitive arrangements, and to recover for Plaintiffs the excess amounts charged to them
beyond the true cost of insurance coverage paid by Selene. Plaintiffs seek to recover the improper
charges passed on to them and other Selene borrowers nationwide through their claims for breach
of contract, breach of the implied covenant of good faith and fair dealing, unjust enrichment, and
violations of the Florida Deceptive and Unfair Trade Practices Act (“FDUTPA”), the New Jersey
Consumer Fraud Act “NJCFA”), the federal Truth in Lending Act (“TILA”), and the federal
Racketeering Influenced and Corrupt Organizations Act (“RICO”).

Government and Requlatory Scrutiny of the Force-Placed Industry

56. It is no surprise that these practices have come under increased scrutiny in recent
years by the government and regulators:
e At hearings before the New York Department of Financial Services

(“NYDFS”) on May 17, 2012 related to the force-placed insurance market,
the Superintendent of Financial Services, Benjamin Lawsky, stated that the
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Department’s initial inquiry uncovered “serious concerns and red flags”
which included: 1) exponentially higher premiums, 2) extraordinarily low
loss ratios, 3) lack of competition in the market, and 4) tight relationships
between the banks, their subsidiaries, and insurers. He went on to state:

In sum when you combine [the] close and intricate web of
relationships between the banks and insurance companies on
the one hand, with high premiums, low loss ratios, and lack
of competition on the other hand, it raises serious questions

e In 2013, as a result of its investigation, the NYDFS entered into Consent
Order with certain FPI providers that acknowledged that the “commissions”
are unearned, noting, in relevant part:

Commissions paid to affiliates are a form of reverse
competition; when insurers compete for servicers’ business
by offering higher commissions to servicers’ affiliates, there
is no incentive to reduce force-place insurance premium
rates. Commissions are paid to affiliates of servicers
because they are a cost of staying in the market, not for any
particular work the affiliates perform.

e The National Association of Insurance Commissioners (NAIC) has
expressed concern with the “reverse competition” at play in the force-placed
insurance market whereby the insurers compete by offering mortgage
lenders and servicers a share in the profits, rather than by offering lower
prices. On its website, the NAIC states:

A key regulatory concern with the growing use of lender-
placed insurance is “reverse competition,” where the lender
chooses the coverage provider and amounts, yet the
consumer is obliged to pay the cost of the coverage. Reverse
competition is a market condition that tends to drive up
prices to the consumers, as the lender is not motivated to
select the lower price for coverage since the cost is born by
the borrower. Normally competitive forces tend to drive
down costs for consumers. However, in this case, the lender
is motivated to select coverage from an insurer looking out
for the lender’s interest rather than the borrower.

See http://www.naic.org/cipr topics/topic lender placed insurance.htm

e The Consumer Financial Protection Bureau’s new regulations on force-
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placed insurance became final on January 17, 2013 and prohibit servicers
of federally regulated mortgage loans from force-placing insurance unless
the servicer has a reasonable basis to the believe the borrower’s insurance
has lapsed and require the servicer to provide three notices of the force-
placement in advance of issuing the certificate of insurance.’

e On December 18, 2013, Fannie Mae issued its Servicing Guide
Announcement related to force-placed insurance that, among other things,
prohibits servicers from including any commissions, bonuses, or other
incentive compensation in the amounts charged to borrowers for force-
placed insurance and further requires that the force-placed insurance carrier
cannot be an affiliated entity of the servicer.

e On May 6, 2016, American Modern entered into a Consent Order with the State of
Minnesota Commissioner of Commerce, which included numerous pertinent findings
of fact, including that American Modern:

o Paid commissions to servicer-affiliated agencies in connection with its
force placed products;

o Paid commissions to insurance producers that are affiliates of Servicers;

o Paid commissions to insurance producers that are not affiliates of
Servicers;

o Made other payments or discounts to servicers and their affiliates in
connection with its force-placed products;

o Entered into agreements with servicers and their affiliates that provided
for the payment of compensation.

57.  Selene, Southwest, and Great American operate their force-placed scheme in the
same manner as found in the cases above. Defendants’ self-dealing and collusion in the force-
placed insurance market has caused substantial harm to the named Plaintiffs and the proposed

classes they seek to represent. This class action seeks to redress that harm on behalf of these

classes of consumers and to recover all improper costs they have incurred related to the forced

% See Consumer Financial Protection Bureau Proposes Rules to Protect Mortgage Borrowers”
available at http://www.consumerfinance.qgov/pressreleases/consumer-financial-protection-
bureau-proposes-rules-to-protect-mortgage-borrowers/

4 See https://www.fanniemae.com/content/announcement/svc1327.pdf
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placement of insurance by the Defendants.

Plaintiff Lillian Marshall

58. Ms. Marshall took a mortgage loan from ACT Lending Corporation in January,
2006, secured by a mortgage on real property at 309 Hamilton Street, Rahway, New Jersey 07065.
At all times relevant to the allegations herein, Ms. Marshall’s mortgage loan was owned and/or
serviced by Selene.

59.  Ms. Marshall’s mortgage provides as follows:

5. Property Insurance. Borrower shall keep the improvements now existing
or hereafter erected on the Property insured against loss by fire, hazards
included within the term “extended coverage,” and any other hazards including,
but not limited to, earthquakes and floods, for which Lender requires insurance.
This insurance shall be maintained in the amounts (including deductible levels)
and for the periods that Lender requires.

* * * %

If Borrower fails to maintain any of the coverages described above, Lender may
obtain insurance coverage, at Lender’s option and Borrower’s expense. Lender
is under no obligation to purchase any particular type or amount of coverage.
Therefore, such coverage shall cover Lender, but might or might not protect
Borrower, Borrower’s equity in the Property, or the contents of the Property,
against any risk, hazard or liability and might provide greater or lesser coverage
that was previously in effect. Borrower acknowledges that the cost of the
insurance coverage so obtained might significantly exceed the cost of insurance
that Borrower could have obtained. Any amounts disbursed by Lender under
this Section 5 shall become additional debt of Borrower secured by this Security
Instrument. These amounts shall bear interest at the Note rate from the date of
disbursement and shall be payable, with such interest, upon notice from Lender
to Borrower requesting payment.

* * * %

9. Protection of Lender’s Interest in the Property and Rights Under this
Security Instrument. If (a) Borrower fails to perform the covenants and
agreements contained in this Security Instrument . . . then Lender may do and
pay for whatever is reasonable or appropriate to protect Lender’s interest in the
Property and rights under this Security Instrument[.]

* * * *
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Any amounts disbursed by Lender under this Section 9 shall become additional

debt of Borrower secured by this Security Instrument. These amounts shall bear

interest at the Note rate from the date of disbursement and shall be payable,

with such interest, upon notice from Lender to Borrower requesting payment.
Ms. Marshall’s mortgage agreement is attached as Exhibit A.

60.  Pursuant to the automated procedures in place, letters purporting to come from
Selene were sent to Ms. Marshall informing her that Selene would purchase lender placed hazard
coverage on her property with an effective date of July 21, 2015. The letters stated that insurance
“[m]ay cost $1,004.64 annually....”

61. The letters did not disclose any aspect of the secret and illegal compensation
arrangement entered into by Great American, Southwest, and Selene, or inform Ms. Marshall that
she would be charged illegitimate amounts beyond what Selene actually paid for the cost of
coverage. Nor did the letters disclose to Ms. Marshall that the amounts being charged to her would
be inflated to subsidize the cost of Southwest or Great American performing mortgage servicing
functions for Selene that have little or nothing to do with the provision of the force-placed
insurance.

62. The communications to Ms. Marshall were false and misleading. Selene
represented in the letters that it was charging her the amounts paid for the “cost” of the insurance.
However, the charges imposed on Ms. Marshall did not reflect Selene’s true cost of coverage
because Selene was receiving an effective rebate on the force-placed insurance through the
kickback scheme described above. Selene, therefore, paid less for coverage than it represented to
and charged Ms. Marshall and the Class members.

63.  The communications to Ms. Marshall were also misleading in that they represented

that Selene “purchased” the individual insurance for Ms. Marshall’s property when an exclusive
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arrangement and master policy was already in place with Great American, and Selene did not in
fact, perform any additional work to procure coverage for Ms. Marshall’s property.

64. It was never disclosed to Ms. Marshall or the putative Class members that because
of Selene’s kickback scheme, Selene would be receiving a rebate and effectively be paying less
for the force-placed insurance coverage than it would charge Ms. Marshall and the putative class.
Nor was it disclosed to Ms. Marshall or the Class members that the amounts charged to them
covered other illegitimate kickbacks and below cost mortgage servicing functions not properly
charged to them.

65. Letters containing the misrepresentations and omissions described above were sent
to Ms. Marshall on October 10, 2015, January 9, 2016, and May 19, 2016.

66. Ms. Marshall either paid or still owes the charges for the force-placed insurance.

67.  There were no material differences between Selene’s actions and practices directed
to Ms. Marshall and its actions and practices directed to the Class.

Plaintiff Robin McNeil

68.  Plaintiff McNeil took a mortgage loan from Premium Capital Funding, LLC in
2009 on a property in Osceola County, Florida. At all relevant times, the mortgage loan was
serviced by Selene.

69. Ms. McNeil mortgage provides as follows:

4. Fire, Flood and Other Hazard Insurance. Borrower shall insure all
improvements on the Property, whether now in existence or subsequently
erected, against any hazards, casualties, and contingencies, including fire, for
which the Lender requires insurance. This insurance shall be maintained in the
amounts and for the periods that Lender requires. Borrower shall also insure al
improvements on the Property, whether now in existence or subsequently
erected, against loss by floods to the extent required by the Secretary. All
insurance shall be carried with companies approved by the Lender. The
insurance policies and any renewals shall be held by Lender and shall include
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loss payable clauses in favor of, and in a form acceptable to, Lender.

In the event of loss, Borrower shall give Lender immediate notice by mail.
Lender may make proof of loss if not made promptly by Borrower. Each
insurance company concerned is hereby authorized and directed to make
payment for such loss directly to Lender, instead of to Borrower and to Lender
jointly. All or any part of the insurance proceeds may be applied by Lender, at
its option, either (a) to the reduction of the indebtedness under the Note and this
Security Instrument, first to any delinquent amounts applied in the order in
paragraph 3, and then to prepayment of principal, or (b) to the restoration or
repair of the damaged Property. Any application of the proceeds to the principal
shall not extend or postpone the due date of the monthly payments which are
referred to in paragraph 2, or change the amount of such payments. Any excess
insurance proceeds over an amount required to pay all outstanding indebtedness
under the Note and this Security Instrument shall be paid to the entity legally
entitled thereto.

In the event of foreclosure of this Security Instrument or other transfer of title
to the Property that extinguishes the indebtedness, all right, title and interest of
Borrower in and to insurance policies in force shall pass to the purchaser.

7. Charges to Borrower and Protection of Lender’s Rights in the Property.
Borrower shall pay all governmental or municipal charges, fines and
impositions that are not included in paragraph 2. Borrower shall pay these
obligations on time directly to the entity which is owed the payment. If failure
to pay would adversely affect Lender’s interest in the Property, upon Lender’s
request Borrower shall promptly furnish to Lender receipts evidencing these
payments.

If Borrower fails to make these payments or the payments required by
paragraph 2, or fails to perform any other covenants and agreements contained
in this Security Instrument, or there is a legal proceeding that may significantly
affect Lender’s rights in the Property (such as a proceeding in bankruptcy, for
condemnation or to enforce laws or regulations), then Lender may do and pay
whatever is necessary to protect the value of the Property and Lender’s rights
in the Property, including payment of taxes, hazard insurance and other items
mentioned in paragraph 2.

Any amounts disbursed by Lender under this paragraph shall become an
additional debt of Borrower and be secured by this Security Instrument. These
amounts shall bear interest from the date of disbursement at the Note rate, and
at the option of Lender shall be immediately due and payable.

Borrower shall promptly discharge any lien which has priority over this
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Security Instrument unless Borrower: (a) agrees in writing to payment of the
obligation secured by the lien in a manner acceptable to Lender; (b) contests in
good faith the lien by, or defends against enforcement of the lien in, legal
proceedings which in the Lender’s opinion operate to prevent the enforcement
of the lien; or (c) secures from the holder of the lien an agreement satisfactory
to Lender subordinating the lien to this Security Instrument. If Lender
determines that any party of the Property is subject to a lien which may attain
priority over this Security Instrument, Lender may give Borrower a notice
identifying the lien. Borrower shall satisfy the lien or take one or more of the
actions set forth above within 10 days of the giving of notice
Ms. McNeil’s mortgage agreement is attached as Exhibit B.

70.  Pursuant to the automated procedures in place, letters purporting to come from
Selene were sent to Ms. McNeil informing her that Selene would purchase lender placed hazard
coverage on her property with an effective date of August 1, 2015. One such letter was sent to
Ms. McNeil on January 22, 2016 and stated that insurance “costs $1,759.08 annually.”

71. The letters did not disclose any aspect of the secret and illegal compensation
arrangement entered into by Great American, Southwest, and Selene, or inform Ms. McNeil that
she would be charged illegitimate amounts beyond what Selene actually paid for the cost of
coverage. Nor did the letters disclose to Ms. McNeil that the amounts being charged to her would
be inflated to subsidize the cost of Southwest or Great American performing mortgage servicing
functions for Selene that have little or nothing to do with the provision of the force-placed
insurance.

72.  The communications to Ms. McNeil were false and misleading. Selene represented
in the letters that it was charging her the amounts paid for the “cost” of the insurance. However,
the charges imposed on Ms. McNeil did not reflect Selene’s true cost of coverage because Selene

was receiving an effective rebate on the force-placed insurance through the kickback scheme

described above. Selene, therefore, paid less for coverage than it represented to and charged Ms.
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McNeil and the Class members.

73.  The communications to Ms. McNeil were also misleading in that they represented
that Selene “purchased” the individual insurance for Ms. McNeil’s property when an exclusive
arrangement and master policy was already in place with Great American, and Selene did not in
fact, perform any additional work to procure coverage for Ms. McNeil’s property.

74. It was never disclosed to Ms. McNeil or the putative Class members that because
of Selene’s kickback scheme, Selene would be receiving a rebate and effectively be paying less
for the force-placed insurance coverage than it would charge Ms. McNeil and the putative class.
Nor was it disclosed to Ms. McNeil or the Class members that the amounts charged to them
covered other illegitimate kickbacks and below cost mortgage servicing functions not properly
charged to them.

75.  One such letter containing the misrepresentations and omissions described above
was sent to Ms. McNeil on January 22, 2016.

76. Ms. McNeil either paid or still owes the charges for the force-placed insurance.

77.  There were no material differences between Selene’s actions and practices directed
to Ms. McNeil and its actions and practices directed to the Class.

CLASS ALLEGATIONS

A. Class Definitions

78.  Plaintiffs bring this action against Selene pursuant to Rule 23 of the Federal Rules
of Civil Procedure on behalf of themselves and all other persons similarly situated. Plaintiffs seek

to represent the following three classes:
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(1) Nationwide class:

All borrowers who, within the applicable statutes of limitation, were
charged for a force-placed hazard or flood insurance policy through
Selene or its affiliates, entities, or subsidiaries. Excluded from this class
are Defendants, their affiliates, subsidiaries, agents, board members,
directors, officers, and/or employees.

(2) New Jersey Subclass with Ms. Marshall as the Class
Representative:

All New Jersey borrowers who, within the applicable statutes of
limitation, were charged for a force-placed hazard insurance policy
through Selene or its affiliates, entities, or subsidiaries. Excluded from
this class are Defendants, their affiliates, subsidiaries, agents, board
members, directors, officers, and/or employees.

(3) Florida Subclass with Ms. McNeil as the Class Representative:

All Florida borrowers who, within the applicable statutes of limitation,
were charged for a force-placed hazard or flood insurance policy through
Selene or its affiliates, entities, or subsidiaries. Excluded from this class
are Defendants, their affiliates, subsidiaries, agents, board members,
directors, officers, and/or employees

79.  Plaintiffs reserve the right to modify or amend the definition of the proposed
Classes before the Court determines whether certification is appropriate.

80. Defendants subjected Plaintiffs and the respective Class members to the same
unfair, unlawful, and deceptive practices and harmed them in the same manner.

B. Numerosity

81.  The proposed classes are so numerous that joinder of all members would be
impracticable. Defendants sells and services hundreds of thousands of mortgage loans and
insurance policies in the States of New Jersey, Florida, and nationwide. The individual Class
members are ascertainable, as the names and addresses of all Class members can be identified in

the business records maintained by Defendants. The precise number of Class members number
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at least in the thousands and can only be obtained through discovery, but the numbers are clearly
more than can be consolidated in one complaint such that it would be impractical for each member
to bring suit individually. Plaintiffs do not anticipate any difficulties in the management of the
action as a class action.
C. Commonality
82.  There are questions of law and fact that are common to Plaintiffs’ and Class
members’ claims. These common questions predominate over any questions that go particularly
to any individual member of the Classes. Among such common questions of law and fact are the
following:
a. Whether Selene breached its mortgage contracts with Plaintiffs and the
Class by selecting force-placed insurance policies that would allow for the
payment of illegal kickbacks (in the form of unwarranted commissions, expense
reimbursements, below-cost mortgage servicing, or reinsurance payments) and
by charging Plaintiffs and the Class members more than the actual cost of
coverage;
b. Whether Selene breached the implied covenant of good faith and fair
dealing by entering into exclusive arrangements with selected insurers and/or

their affiliates, which resulted in inflated amounts being charged to Plaintiffs
and the Class members;

c. Whether Selene manipulated the force-placed insurance procurement
process in order to maximize its profits to the detriment of Plaintiffs and the
Class members;

d. Whether Selene or its affiliates performed any work or services in exchange
for the “commissions” or other forms of kickbacks it collected;

e. Whether the “expense reimbursements” received by Selene are for true
expenses or are just kickbacks pursuant to their exclusive relationship with
Southwest and Great American;

f. Whether Selene’s charges are inflated to compensate for mortgage servicing

activities that Southwest and Great American and their affiliates provide to
Selene, and which are not chargeable to Plaintiffs and the Class members under
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the terms of their mortgages;

g. Whether the charges are inflated to include the cost of an unlawful captive
reinsurance arrangement;

h.  Whether Selene employed an unconscionable commercial practice,
misrepresentation, fraud, false pretense, false promise, misrepresentation, or the
knowing, concealment, suppression, or omission of any material fact with
content that others rely upon such concealment, suppression or omission by
their arrangement, which incentivizes Selene to charge inflated and
unnecessary fees for force-placed insurance, and therefore violates the New
Jersey Consumer Fraud Act;

i. Whether an objective consumer would be deceived by Selene’s force-placed
insurance arrangement, whereby Selene pays a reduced amount for force-placed
insurance but charges its borrowers an inflated amount to cover the kickbacks
it receives while representing that it is only charging the cost of insurance
coverage, and therefore violates FDUTPA;

J-  Whether there was actually a transfer of risk under Defendants’ purported
reinsurance arrangement;

k. Whether Defendants have been unjustly enriched at the expense of Plaintiffs
and the Class;

I. Whether Selene violated TILA by failing to disclose kickbacks charged to
Plaintiffs and the Class members in their mortgages;

m. Whether Great American and Southwest intentionally and unjustifiably
interfered with Plaintiffs’ and the Class members’ rights under the mortgage
contracts by paying kickbacks and providing free or below-cost mortgage
servicing functions to Selene or its affiliates thereby inducing a breach of the
contract;

n. Whether Defendants were associated with the enterprise and agreed and
conspired to violate the federal RICO statutes; and

0. Whether Plaintiffsand the Class members are entitled to damages and/or
injunctive relief as a result of Defendants’ conduct.

D. Typicality

83.  Plaintiffs are members of the Classes they seek to represent. Plaintiffs’ claims are
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typical of the respective classes’ claims because of the similarity, uniformity, and common purpose
of Defendants’ unlawful conduct. Each Class member has sustained, and will continue to sustain,
damages in the same manner as Plaintiffs as a result of Defendants’ wrongful conduct.

E. Adequacy of Representation

84.  Plaintiffs are adequate representatives of the Classes they seek to represent and will
fairly and adequately protect the interests of the Classes. Plaintiffs are committed to the vigorous
prosecution of this action and have retained competent counsel, experienced in litigation of this
nature, to represent them. There is no hostility between Plaintiffs and the unnamed Class members.
Plaintiffs anticipate no difficulty in the management of this litigation as a Class action.

85.  To prosecute this case, Plaintiffs have chosen the undersigned law firms, which are
very experienced in class action litigation and have the financial and legal resources to meet the
substantial costs and legal issues associated with this type of litigation.

F. Requirements of Fed. R. Civ. P. 23(b)(3)

86.  The questions of law or fact common to Plaintiffs’ and each Class member’s claims
predominate over any questions of law or fact affecting only individual members of the class. All
claims by Plaintiffs and the unnamed Class members are based on the force-placed insurance
policies that Selene unlawfully imposed and its deceptive and egregious actions involved in
imposing the charges for the force-placed policies.

87.  Common issues predominate when, as here, liability can be determined on a class-
wide basis, even when there will be some individualized damages determinations.

88.  As a result, when determining whether common questions predominate, courts
focus on the liability issue, and if the liability issue is common to the class as is the case at bar,
common questions will be held to predominate over individual questions.
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G. Superiority

89. A class action is superior to individual actions in part because of the non-
exhaustive factors listed below:

(a) Joinder of all Class members would create extreme hardship and inconvenience for the
affected customers as they reside all across the country;

(b) Individual claims by Class members are impractical because the costs to pursue
individual claims exceed the value of what any one Class member has at stake. As a result,
individual Class members have no interest in prosecuting and controlling separate actions;

(c) There are no known individual Class members who are interested in individually
controlling the prosecution of separate actions;

(d) The interests of justice will be well served by resolving the common disputes of
potential Class members in one forum;

(e) Individual suits would not be cost effective or economically maintainable as individual
actions; and

(F) The action is manageable as a class action.

H. Requirements of Fed. R. Civ. P. 23(b)(1) & (2)

90.  Prosecuting separate actions by or against individual Class members would create
a risk of inconsistent or varying adjudications with respect to individual Class members that would
establish incompatible standards of conduct for the party opposing the Class.

91.  Selene has acted or failed to act in a manner generally applicable to the Classes,
thereby making appropriate final injunctive relief or corresponding declaratory relief with respect
to the Classes as a whole.

COUNT |

BREACH OF CONTRACT

92.  Plaintiffs re-allege and incorporate paragraphs 1-77 above as if fully set forth herein
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and further alleges as follows.

93.  Plaintiffs and all similarly situated Class members have mortgages that were owned
and/or serviced by Selene.

94. Plaintiffs’ and these Class members’ mortgages are written on uniform mortgage
forms and contain substantially similar provisions regarding force-placed insurance requirements
and its placement by Selene. The force-placed provisions from Plaintiffs’ mortgages are set forth
above and true and correct copies of the mortgage agreements are attached to this complaint as
Exhibit A and Exhibit B.

95.  Plaintiffs’ mortgages require that they maintain insurance on their property and
provide that if they should fail to do so, the lender or servicer might obtain insurance coverage to
protect its interest in the property, “force place” the coverage, and charge the borrower the “cost
of the insurance coverage.” Plaintiffs’ mortgages further provide that the lender may do and pay
for whatever is reasonable or appropriate to protect its interest in the property and rights under the
mortgage agreement, including protecting and/or assessing the value of the property and securing
and/or repairing the property.

96.  Selene charges borrowers more for force-placed insurance than it actually pays for
coverage because the charges include unearned “commissions” or “expense reimbursements” and
other kickbacks, as well as subsidies for below-cost mortgage servicing functions that have little
or nothing to do with the placement of force-placed insurance. These costs are not costs of
coverage, and are not applied to protecting Selene’s rights or risk in the collateral for borrowers’
mortgage loans. They are simply bribes to keep the exclusive relationship in place.

97.  Through the kickbacks it receives, Selene pays less for force-placed coverage than
it charges to Plaintiffs and other Class members.
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98. Selene breached the mortgage agreements by, among other things, charging
Plaintiffs and absent class members the amounts beyond the actual cost of coverage and more than
what it actually paid for the FPI, and more than what was reasonable or appropriate to protect its
interest in the property.

99.  Plaintiffs and the Class members have suffered damages as a result of Selene’s
breach of contract.

WHEREFORE, Plaintiffs, on behalf of themselves and all similarly situated Class
members, seek compensatory damages resulting from Selene’s breach of contract, as well as
injunctive relief preventing it from further violating the terms of the mortgages. Plaintiffs further
seek all relief deemed appropriate by this Court, including attorneys’ fees and costs.

COUNT 11

BREACH OF IMPLIED COVENANT OF GOOD FAITH AND FAIR DEALING

100. Plaintiffs re-allege and incorporate paragraphs 1-77 above as if fully set forth herein
and further allege as follows.

101. A covenant of good faith and fair dealing is implied in every contract and imposes
upon each party a duty of good faith and fair dealing in its performance. Common law calls for
substantial compliance with the spirit, not just the letter, of a contract in its performance.

102. Where an agreement affords one party the power to make a discretionary decision
without defined standards, the duty to act in good faith limits that party’s ability to act capriciously
to contravene the reasonable contractual expectations of the other party.

103. Plaintiffs’ and the Class members’ mortgage contracts allow Selene to force-place
insurance coverage on borrowers in the event of a lapse in coverage, but do not define standards
for selecting an insurer or procuring an insurance policy.
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104. Selene was afforded substantial discretion in force-placing insurance coverage. It
was permitted to unilaterally choose the company from which it purchased force-placed insurance
and negotiate the price of the coverage it procured without restriction. Selene had an obligation to
exercise its discretion in good faith, and not capriciously or in bad faith.

105. The purpose of the mortgage clause allowing a servicer, like Selene, to force place
insurance is to protect the servicer’s interest in the property that is collateral for the mortgage loan.
Selene breached the implied covenant of good faith and fair dealing by making additional profits
at Plaintiffs’ expense through force-placing insurance on the property and receiving kickbacks on
that insurance that bore no relation to protecting its interest in the property.

106. Selene further breached the implied covenant of good faith and fair dealing by,
among other things:

(a) Manipulating the force-placed insurance market by selecting insurers that
will allow for the payment of gratuitous kickbacks to Selene;

(b) Exercising its discretion to choose an insurance policy in bad faith and in
contravention of the parties’ reasonable expectations, by purposefully selecting
insurers and master policies that allow for the payment of kickbacks to Selene;

(c) Assessing charges unrelated to insurance coverage against Plaintiffs and the
Classes which Selene attributes to the cost of the insurance coverage;

(d) Receiving an effective rebate on the force-placed insurance through the
kickback scheme but not passing on that rebate to the borrower, thereby creating
the incentive to seek the highest-priced premiums possible;

(e) Charging Plaintiffs and the Classes for “commissions” or “expense
reimbursements” when the insurance is prearranged and no commission is
earned or due and no expenses are incurred in placing the certificate of insurance;
() Charging Plaintiffs and the Classes the cost of having Southwest and Great

American perform its obligation of servicing its entire mortgage portfolio, which
is not properly chargeable to Plaintiffs or the Classes;
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(g) Force-placing insurance coverage that is duplicative of existing coverage, or
in excess of what is required by borrowers’ mortgage agreements;

(h) Seeking out an force-placed insurance insurer that will provide it the best
deal in terms kickbacks and below-cost mortgage servicing functions with the
knowledge that these functions will be subsidized by the amounts paid for force-
placed insurance;

(i) Force-placing insurance coverage in excess of that required to cover the
lender’s interest in the property; and

(1) Charging Plaintiffs and the Classes an inflated charge for the force-placed
insurance due to the captive reinsurance arrangement.

107. As a direct, proximate, and legal result of the aforementioned breaches of the
covenant of good faith and fair dealing, Plaintiffs and the Class members have suffered damages.

WHEREFORE, Plaintiffs, on behalf of themselves and all similarly situated Class
members, seek a judicial declaration that Selene’s conduct described above and the amounts
charged to borrowers are in contravention of its duties of good faith and fair dealing. Plaintiffs
also seek compensatory damages resulting from Selene’s breaches of its duties. Plaintiffs further
seek all relief deemed appropriate by this Court, including attorneys’ fees and costs.

COUNT 111

VIOLATION OF THE NEW JERSEY CONSUMER FRAUD ACT
(Plaintiff Marshall on behalf of the New Jersey Subclass)

108. Plaintiff Marshall re-alleges and incorporates paragraphs 1-77 above as if fully set
forth herein and further alleges as follows.

109. The New Jersey Consumer Fraud Act, N.J.S.A. 56:8-1, et seq., prohibits the “use
or employment by any person of any unconscionable commercial practice, deception, fraud, false
pretense, false promise and misrepresentation . . . in connection with the sale or advertisement of

any merchandise or real estate, or with the subsequent performance of such person as aforesaid,
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whether or not any person has in fact been misled, deceived or damaged thereby.” N.J.S.A 56:8-
2.

110. Defendants have engaged in, and continue to engage in, unconscionable
commercial practices, deceptive acts, and misrepresentations in the conduct of their trade and/or
commerce in the State of New Jersey. Selene has an exclusive relationship with Southwest and
Great American, whereby it would pay for high-priced force-placed insurance, charge that amount
to Plaintiffs and the New Jersey Subclass, and receive a rebate on the charge through
“commissions,” “expense reimbursements,” or captive reinsurance arrangements based on a
percentage of the insurance policy’s premium.

111. Southwest has a relationship with Selene, whereby it acts as an agent for Great
American and Selene in carrying out the scheme to incentivize Selene to select Great American
force-placed insurance policies with unreasonable and inflated premiums, knowing that Selene
imposes charges upon Plaintiff and the New Jersey Subclass in amounts equal to the inflated
premium amounts.

112. Great American had a relationship with Selene, whereby Great American
incentivized Selene to select Great American’s force-placed insurance policies with unreasonable
and inflated premiums with knowledge that the full premium amount would be charged by Selene
to Plaintiffs and the New Jersey Subclass. As compensation, Great American would kick back a
set percentage of the force-placed charge to Selene or its affiliates as a commission or an expense
reimbursement or enter into captive reinsurance agreements with Selene affiliates as a means to
funnel financial benefits to them.

113.  Selene further received below-cost mortgage servicing functions from Southwest
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and Great American as an incentive to maintain the exclusive relationship.

114. Defendants made numerous misrepresentations and deceptive statements in
carrying out their scheme to defraud Ms. Marshall and the New Jersey Subclass. Great American
and Southwest, with the approval of Selene, sent form letters to Plaintiff Marshall on Selene
letterhead, stating that Selene would purchase force-placed coverage if voluntary insurance was
not secured. Selene represented in the letters that Plaintiff would be charged the “cost” of the
insurance. In making this statement, Defendants misrepresented to Plaintiff Marshall and the New
Jersey Subclass that the amounts charged represented the “cost” of the policies. In fact, the
amounts charged to borrowers were not the cost that Selene paid for the insurance because Selene
received a rebate on the price through the kickbacks, reinsurance scheme, and other wrongful
benefits Great American and Southwest provided to Selene or its affiliates. Letters containing
these misrepresentations, and false pretenses were sent to Plaintiff Marshall on October 10, 2015,
January 9, 2016, May 19, 2016.

115.  Further, the policy that was “purchased” according to these letters, was actually
already in place on the date of lapse according to the agreement between Great American,
Southwest, and Selene.

116. Selene and Great American engaged in unconscionable commercial practices when
they paid and accepted kickbacks. A New Jersey statute expressly bans their conduct in accepting
paying and receiving the kickbacks identified in this lawsuit. It states:

no insurer . . . shall pay, allow, or give, or offer to pay, allow, or give, directly or
indirectly, as an inducement to insurance, or after insurance has been effected,
any rebate, discount, abatement, credit, or reduction of the premium named in a
policy of insurance, or any special favor or advantage in the dividends or other
benefits to accrue thereon, or any valuable consideration or inducement whatever,

not specified in the policy of insurance, except to the extent that such rebate,
discount, abatement, credit, reduction, favor, advantage, or consideration may be
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provided for in rating—systems filed by or on behalf of such insurer and approved
by the commissioner. No insured named in a policy of insurance . . . shall
knowingly receive or accept, directly or indirectly, any such rebate, discount,
abatement, or reduction of premium, or any such special favor or advantage or
valuable consideration or inducement.
N.J.S.A. 17:29A-15 (italics supplied).

117. The NJCFA further provides that “[a]ny person who suffers an ascertainable loss
of moneys or property, real or personal, as a result of the use or employment by another person
any method, act, or practice declared unlawful under the [NJCFA] may bring an action or assert a
counterclaim therefore in any court of competent jurisdiction. N.J.S.A. 56:9-19.

118. Plaintiff Marshall and the New Jersey Subclass are “person(s)” as that term is
defined in N.J.S.A.56:8-1(d).

119. Plaintiff and the New Jersey Subclass have suffered an ascertainable loss of moneys
or property as a direct and proximate result of Defendants’ unconscionable practices. Selene had
an exclusive relationship with Great American and Southwest, whereby Great American would
charge Selene for high-priced, inflated amounts for force-placed insurance, placed through
Southwest, the full cost of which Great American and Southwest knew would be charged to
Plaintiff and the New Jersey Subclass. As compensation, Great American would kick back a set
percentage of the inflated premiums to Selene as a commission or an expense reimbursement or
enter into captive reinsurance agreements with Selene or its affiliate as a means to funnel financial
benefits to Selene. Upon information and belief funds were also passed to Southwest to subsidize
the below-cost mortgage servicing functions it performs on behalf of Selene.

120. Pursuant to the terms of the standard form mortgage agreements used by Selene,
Selene would charge Ms. Marshall and New Jersey Subclass’s escrow accounts for the insurance
coverage. However, Selene charged Plaintiff and the New Jersey Subclass more than it paid for
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the insurance coverage because the insurance charge was improperly inflated by the kickbacks,
reinsurance profits, and other wrongful benefits conveyed to Selene that provided it an effective
rebate on the cost.

121.  Plaintiff Marshall and the New Jersey Subclass have a private right of action against
Defendants and it entitles them to recover, in addition to their actual damages, a threefold award
of the damages sustained by any person of interest, as well as an award reasonable attorney’s fees,
filing fees and reasonable costs of suit. N.J.S.A 56:8-19.

122.  Plaintiff Marshall and the New Jersey Subclass have suffered and will continue to
suffer irreparable harm if Defendants continue to engage in such deceptive, unfair, and
unreasonable practices.

WHEREFORE, Plaintiff Marshall, on behalf of herself and the New Jersey Subclass,
demands judgment against Defendants for compensatory damages, pre- and post-judgment
interest, treble damages, attorneys’ fees, injunctive and declaratory relief, costs incurred in
bringing this action, and any other relief as this Court deems just and proper.

COUNT 1V
VIOLATION OF THE FLORIDA DECEPTIVE

AND UNFAIR TRADE PRACTICES ACT
(Plaintiff McNeil on behalf of the Florida Subclass against Selene)

123.  Plaintiff McNeil re-alleges and incorporates paragraphs 1-77 above as if fully set
forth herein and further alleges as follows.

124. FDUTPA, section 501.201, et seq., Florida Statutes, prohibits “unfair methods of
competition, unconscionable acts or practices, and unfair or deceptive acts or practices in the
conduct of any trade or commerce.” § 501.204, Fla. Stat.

125. Plaintiff McNeil and the Florida Subclass are “consumers” as that term is defined
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in section 501.203(7), Florida Statutes.

126. Selene has engaged in, and continues to engage in, unconscionable acts or practices
and has engaged in unfair or deceptive acts in the conduct of its trade and/or commerce in the State
of Florida.

127. The policies, acts, and practices alleged herein were intended to result and did result
in the payment of illegitimate charges for force-placed insurance by Plaintiff McNeil and the
Florida Subclass, which in turn were intended to generate unlawful or unfair compensation for
Selene.

128. Specifically, Selene had an exclusive relationship with Southwest and Great
American, whereby it would pay unreasonable and inflated premiums for force-placed insurance
policies, charge that amount to Plaintiff and the Florida Subclass, and then receive compensation
through kickbacks, discounted mortgage services, or captive reinsurance arrangements that
resulted in an effective rebate for Selene that was never passed on to Plaintiff and the Florida Class
members.

129. Selene’s conduct of charging inflated amounts for the force-placed coverage to
Plaintiff McNeil and members of the Florida Subclass violates FDUTPA and was conceived,
devised, planned, implemented, approved, and executed within the State of Florida, which has an
interest in prohibiting violations of FDUTPA.

130. Selene is not a bank or savings and loan association regulated by the Florida Office
of Financial Regulation of the Financial Services Commission. Further, it is not a bank or savings
and loan association regulated by federal agencies.

131. Plaintiff McNeil and the Florida Subclass have sustained actual damages in the
form of as a direct and proximate result of Selene’s unfair and unconscionable practices. Section
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501.211(2), Florida Statutes, provides Plaintiff and the Florida Subclass a private right of action
against these Defendants and entitles them to recover their actual damages, plus attorneys’ fees
and costs.

132. Plaintiff and the Florida Subclass have suffered and will continue to suffer
irreparable harm if Selene continues to engage in such deceptive, unfair, and unreasonable
practices.

WHEREFORE, Plaintiff McNeil, on behalf of herself and the Florida Subclass, demands
judgment against Selene for compensatory damages, pre- and post-judgment interest, attorneys’
fees, injunctive and declaratory relief, costs incurred in bringing this action, and any other relief
as this Court deems just and proper.

COUNT V

UNJUST ENRICHMENT?®
(against Selene)

133. Plaintiffs re-allege and incorporate paragraphs 1-77 above as if fully set forth herein
and further allege as follows.

134.  Selene receives a rebate on the cost of the force-placed insurance coverage but does
not pass that rebate on to its borrowers. The rebates are provided to Selene in the form of
unwarranted kickbacks, including ‘“expense reimbursements” or ‘“commissions,” captive
reinsurance arrangements, and free or below-cost mortgage servicing functions. These benefits to
Selene are paid through the amounts charged to Plaintiffs and the Class members for force-placed

insurance.

SPlaintiffs pleads their unjust enrichment claim against Selene in the alternative to their contractual
claims against it.
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135.  Selene entered into an agreement whereby the insurance vendors — Great American
and Southwest — would provide below cost mortgage servicing activities and cover Selene’s entire
portfolio of loans with a master policy and issue certificates of insurance when a borrower’s
voluntary policy lapsed. Selene would then charge Plaintiffs and the Class amounts for the force-
placed insurance that had been artificially inflated to include the kickbacks described above and
then retain the amounts of those kickbacks for itself. The force-placed policies imposed on
borrowers therefore cost less than what Selene had actually paid for them.

136. Commissions or kickbacks were paid directly to Selene or its affiliates in order to
be able to exclusively provide force-placed insurance policies. Great American, and Southwest
were mere conduits for the delivery of the kickbacks and improper rebates to Selene or its affiliates.

137. These payments directly benefitted Selene and were taken to the detriment of the
borrower. The kickbacks (in the form of expense reimbursements, commissions, or reinsurance
arrangements, as well as subsidized mortgage servicing functions) were subsumed into the charges
to borrowers for the force-placed insurance and ultimately paid by them. Therefore, Selene had
the incentive to seek out unreasonably inflated prices for the force-placed insurance and charge
the inflated amounts to borrowers.

138. Further, Selene was unjustly enriched through financial benefits in the form of
increased interest income when the amounts for the force-placed insurance policies were added to
the Class members’ mortgage loans.

139.  Asaresult, Plaintiffs and the Class members have conferred a benefit on Selene.

140.  Selene had knowledge of this benefit and voluntarily accepted and retained the
benefit conferred on it.

141. Had Plaintiffs known the true facts behind Selene’s force-placed insurance scheme,
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that the charges from Selene to them included the kickbacks described above, and that Selene was
receiving an effective rebate on the charges but not passing on that rebate to them, they would
have expected remuneration from Selene.

142.  Selene will be unjustly enriched if it is allowed to retain the aforementioned
benefits, and each Class member is entitled to recover the amount by which Selene was unjustly
enriched at his or her expense.

WHEREFORE, Plaintiffs, on behalf of themselves and all similarly situated Class
members, demand an award against Selene in the amounts by which it has been unjustly enriched
at Plaintiffs’ and the Class Members’ expense, and such other relief as this Court deems just and
proper.

COUNT VI

VIOLATIONS OF THE TRUTH IN LENDING ACT, 15 U.S.C. § 1601, et seq.
(against Selene)
143. Plaintiffs re-allege and incorporate paragraphs 1-77 above as if fully set forth herein

and further allege as follows.

144.  Plaintiffs’ and the Class Members’ mortgages were consumer credit plans secured
by their principal dwellings, and were subject to the disclosure requirements of the Truth in
Lending Act (“TILA”), 15 U.S.C.§ 1601, et seq., and all related regulations, commentary, and
interpretive guidance promulgated by the Federal Reserve Board.

145.  Selene is a “creditor” as defined by TILA because it owned or serviced Plaintiffs’
mortgages and changed the terms of the mortgage so as to create a new mortgage obligation, of
which Selene was the creditor.

146. Pursuantto TILA, Selene was required to accurately and fully disclose the terms of
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the legal obligations between the parties. See 12 C.F.R. 8 226.17(c).

147.  Selene violated TILA, specifically 12 C.F.R. § 226.17(c), when it: (i) added force-
placed insurance charges to Plaintiffs’ mortgage obligations and failed to provide new disclosures;
and (ii) failed at all times to disclose the amount and nature of the kickback, reinsurance, discount
loan servicing, and/or other profiteering involving Selene and/or its affiliates as a result of the
purchase of force-placed insurance.

148. When Selene changed the terms of Plaintiffs’ mortgage to allow previously
unauthorized kickbacks and insurance amounts in excess of its interests in the property, it changed
the finance charge and the total amount of indebtedness, extended new and additional credit
through force-placed insurance charges, and thus created a new debt obligation. Under TILA,
Selene was then required to provide a new set of disclosures showing the amount of the insurance
charges (i.e. finance charges) and all components thereof. On information and belief, to the extent
a borrower cannot pay the expense up front, Selene increases the principal amount under Plaintiffs’
and Class Member’s mortgages when they force-placed the insurance, which was a new debt
obligation for which new disclosures were required.

149.  Selene adversely changed the terms of Plaintiffs’ loans after origination in order to
allow a kickback on the force-placed insurance charges. These kickbacks are not authorized in the
mortgage in any clear and unambiguous way. Selene never disclosed to borrowers the amount of

99 ¢¢

the “commissions,” “expense reimbursements,” or other unearned profits paid to it or its affiliate.
150. Selene also violated TILA by adversely changing the terms of Plaintiffs’ loans after
origination by requiring and threatening to force-place more insurance than necessary to protect
its interest in the property securing the mortgages.
151.  Acts constituting violations of TILA occurred within one year prior to the filing of
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the original Complaint in this action, or are subject to equitable tolling because Selene’s kickbacks,
reinsurance, and other unearned revenue-generating scheme was the subject of secret agreements
among it and its affiliates and was concealed from borrowers.

152.  Plaintiffs and Class members have been injured and have suffered a monetary loss
arising from Selene’s violations of TILA.

153. As aresult of Selene’s TILA violations, Plaintiffs and Class members are entitled
to recover actual damages and a penalty of $500,000.00 or 1% of Selene’s net worth, as provided
by 15 U.S.C. § 1640(a)(1)-(2).

154.  Plaintiffs and Class members are also entitled to recovery of attorneys’ fees and
costs to be paid by Selene, as provided by 15 U.S.C. § 1640(a)(3).

WHEREFORE, Plaintiffs, on behalf of themselves and all Class members similarly
situated, seek a judgment in their favor against Selene awarding actual damages and a penalty of
$500,000.00 or 1% of Selene’s net worth, as provided by 15 U.S.C. 81640(a)(1)-(2), as well as of
attorneys’ fees and costs to be paid by Selene, as provided by 15 U.S.C. § 1640(a)(3).

COUNT VII

VIOLATION OF RICO, 18 U.S.C. § 1962(c)

155.  Plaintiffs re-allege and incorporate paragraphs 1-77 above as if fully set forth herein
and further allege as follows.

156. At all relevant times, Defendants were employed by and associated with an illegal
enterprise, and conducted and participated in that enterprise’s affairs, through a pattern of
racketeering activity consisting of numerous and repeated uses of the interstate mails and wire
communications to execute a scheme to defraud, all in violation of RICO, 18 U.S.C. 8§ 1962(c).

157. The RICO enterprise which engaged in and the activities of which affected
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interstate and foreign commerce, was comprised of an association in fact of entities and individuals
that included Selene, Great American, Southwest and their affiliates.

158. The members of the RICO enterprise had a common purpose: to increase and
maximize their revenues by forcing Plaintiffs and Class members to pay amounts for force-placed
insurance over the actual cost of the insurance to Selene, through a scheme that inflated such
amounts to cover kickbacks and expenses associated with servicing Selene’s entire loan portfolio,
and concealing from Plaintiffs and Class members the true nature of those charges. Defendants
shared the bounty of their enterprise by sharing the illegal profits generated by the joint scheme.

159. The RICO enterprise functioned over a period of years as a continuing unit and
maintained an ascertainable structure separate and distinct from the pattern of racketeering activity.

160. Selene, Southwest, and Great American conducted and participated in the affairs of
this RICO enterprise through a pattern of racketeering activity that projects into the future, lasted
more than one year, and that consisted of numerous and repeated violations of federal mail and
wire fraud statutes, which prohibit the use of any interstate or foreign wire or mail facility for the
purpose of executing a scheme to defraud, in violation of 18 U.S.C. 8§ 1341 and 1343.

161. Selene, along with Southwest and Great American directed and controlled the
enterprise as follows:

a. Selene, Great American, and Southwest specifically developed and implemented
guidelines and standards for the timing and content of the cycle of deceptive letters
sent to borrowers about force-placed insurance, to which Selene agreed;

b. Great American, Southwest, and Selene drafted the language of the fraudulent
letters and correspondence to borrowers that was specifically designed to deceive
borrowers into believing that they were coming from Selene. The letters
fraudulently misrepresented the true ‘“cost” of the insurance forced on their

properties, and these letters were approved by Selene prior to being mailed to class
members;
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c. Great American and Southwest ran the day-to-day operations of the force-placed
scheme by, inter alia, tracking Selene’s portfolio, mailing a cycle of form letters to
borrowers notifying them that insurance coverage would be forced, and
misrepresenting to borrowers both that they would be charged only the costs of
coverage and that an agency would be paid a fee as compensation for securing an
individual policy;

d. Selene received kickbacks and below-cost mortgage servicing functions from
Southwest and Great American to maintain the exclusive relationship and keep their
force-placed scheme moving forward;

e. by directing, controlling, and creating an enterprise and arrangement by which
Selene would receive unearned kickbacks;

f. by directing, controlling, and creating an enterprise and arrangement by which
Selene would receive illegitimate revenues (ultimately charged to borrowers) in the
form of direct payments, reinsurance, expense reimbursements, or credits that were
merely bribes to keep the exclusive relationship and not disclosing same to
borrowers;

g. by directing, controlling, and creating an enterprise and program by which Selene
received rebates on the cost of the insurance but never charged the borrowers its
actual or effective cost to procure the lender placed policies;

h. by designing and directing an exclusive arrangement by which Selene manipulated
the force-placed insurance market in order to artificially inflate the amounts it
charge to borrowers for force-placed insurance. The charges were inflated to
provide Selene with kickbacks disguised as “commissions” or expense
reimbursements, or to cover the cost of discounted mortgage servicing, and/or to
provide Selene with lucrative debt forgiveness or reinsurance payments. Great
American and Southwest benefited by securing business from Selene—they
provide kickbacks to Selene at the expense of the borrowers who are charged the
inflated charges;

i. by developing and implementing guidelines and criteria to determine when force-
placed insurance is placed on a borrower’s home, in what amount, for what
coverages and for what period of time—all of which resulted in inferior and more
expensive insurance that covered time periods where no claims were made and/or
resulted in “double coverage;” and

j. by developing and implementing an automated system to send the cycle of
deceptive letters to borrowers, to determine the type, time period and amount of

substandard and unnecessary coverage, and to remove or charge borrowers’ escrow
accounts automatically for improper and inflated charges.
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162. In order to further its control and direction of the enterprise, Great American and
Southwest paid bribes and kickbacks in the form of unearned commissions, direct payments,
expense reimbursements, reinsurance payments, and below cost mortgage servicing.

163.  As part of and in furtherance of the scheme to defraud, Defendants made numerous
material omissions and misrepresentations to Plaintiffs and Class members with the intent to
defraud and deceive Plaintiffs and Class members.

164. For example, Great American and Southwest, with the approval of Selene, sent
form letters to Plaintiffs on Selene letterhead through the U.S. Mail, stating that Selene would
purchase force-placed coverage if voluntary insurance was not secured by a certain date.
Specifically, to Plaintiffs, it was represented in the letters that Selene would “purchase” the
required coverage that would cost Plaintiff Marshall $1004.64 and Plaintiff McNeil $1,759.08. In
making these statements, Defendants knowingly and intentionally falsely stated that the amounts
for force-placed insurance that Plaintiffs were charged represented the actual “cost” of the policies,
when in fact Selene paid less for the insurance due to the inclusion of the kickbacks and other costs
paid as bribes to Selene that resulted in an effective rebate. Defendants engaged in similar conduct
as to all class members.

165. Defendants also knowingly and intentionally fostered the mistaken impression that
Selene was actively “obtaining” a policy for the borrower when in fact no work was done and no
expenses were incurred by Selene or its affiliates because a master policy was already in place and
the force-placed insurance was issued pursuant to the automated procedures in place.

166. None of the letters sent to Plaintiffs disclosed the financial arrangement between

the Defendants.
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167. Defendants had a duty to correct these misstatements and mistaken impressions.
These misrepresentations and omissions were material, as they helped Defendants advance their
scheme to charge Plaintiffs unreasonably high amounts for force-placed insurance and were
designed to lull Plaintiffs and the Class into believing that the charges were legitimate.

168. Plaintiffs and other homeowners would not have paid, or would have contested
these specific charges had Selene disclosed that the illegal bribes and kickbacks were included and
that Selene was effectively paying less for the force-placed insurance than what it charged to
Plaintiffs and the Class members. Letters such as these were sent to Plaintiff Marshall on October
10, 2015, January 9, 2016, and May 19, 2016 and Plaintiff McNeil on January 22, 2016.

169. For the purpose of executing the scheme to defraud, Defendants sent, mailed, and
transmitted, or caused to be sent, mailed, or transmitted, in interstate or foreign commerce
numerous materials, including but not limited to the notices and letters described above informing
Plaintiffs and Class members that they could charge Plaintiffs and Class members unreasonably
high amounts for force-placed insurance. This scheme to defraud proximately injured Plaintiffs
and the Class because it prevented them from making an informed decision regarding whether to
dispute or pay the force-placed charges, or whether to allow new coverage to be placed on their
property. Had they known that the charges had been artificially inflated to include kickbacks and
other improper charges and that they were paying more than what Selene ultimately paid, they
would not have paid them or would have contested them. Defendants also transferred sums among
themselves, including but not limited to “fees,” or “commissions” to Southwest to cover the below-
cost mortgage servicing functions it provided in furtherance of their scheme to defraud Plaintiffs
and Class members, in violation of the wire fraud statutes.

170. By reason and as a result of Defendants’ conduct and participation in the

49

1041151



Case 1:16-cv-22930-MGC Document 1 Entered on FLSD Docket 07/06/2016 Page 50 of 55

racketeering activity alleged herein, Defendants have caused damages to Plaintiffs and Class
members in the form of unreasonably high force-placed insurance premiums.
WHEREFORE, Plaintiffs and Class members seek compensatory damages, treble
damages, and attorneys’ fees and costs, pursuant to 18 U.S.C. § 1964(c).
COUNT VI

Violation of RICO, 18 U.S.C. § 1962(d)

171.  Plaintiffs re-allege and incorporate paragraphs 1-77 and 156-170 herein as if fully
set forth herein.

172. At all relevant times, Defendants were associated with the enterprise and agreed
and conspired to violate 18 U.S.C. § 1962(d). Defendants agreed to conduct and participate,
directly and indirectly, in the conduct and affairs of the enterprise through a pattern of racketeering
activity, in violation of 18 U.S.C. 8 1962(d).

173.  Selene, Southwest, and Great American illegally agreed to violate RICO, 18 U.S.C.
8 1962(d), by, inter alia:

o Through Southwest, agreeing that Great American would be Selene’s exclusive
force-placed insurance providers and would extract unreasonably inflated amounts
from Selene’s customers. Selene also agreed that Great American and Southwest
would pay kickbacks to Selene and its affiliates;

o Agreeing that Southwest and Great American would administer the LPI program
and monitor Selene’s mortgage portfolios for lapses in voluntary insurance and
would, with the approval of Selene, send misleading notices to borrowers. These
misleading notices would inform the borrowers that if new coverage were not
procured, coverage would be force-placed, the borrower would be charged the

“cost” of the insurance”;

o Entering into illusory commission, reinsurance, or outsourcing agreements in
order to disguise the true nature of the amounts charged to borrower under the
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guise of force-placed insurance; and

o Agreeing to commit two or more predicate acts as described above in Count VIII.

174. Through “soft-dollar” or other credits, or cash payments Selene affiliates pass
profits from this scheme to Selene.

175.  Selene committed and caused to be committed a series of overt acts in furtherance
of the conspiracy and to affect the objects thereof, including but not limited to the acts set forth
above.

176. As aresult of Defendants’ violations of 18 U.S.C. § 1962(d), Plaintiffs and Class
members suffered damages in the form of unreasonably high force-placed insurance charges.

WHEREFORE, Plaintiffs and Class members seek compensatory and treble damages,
and attorneys’ fees and costs, pursuant to 18 U.S.C. § 1964(c).
COUNT IX

TORTIOUS INTERFERENCE WITH A BUSINESS RELATIONSHIP
(against Great American and Southwest)

177. Plaintiffs re-allege and incorporate paragraphs 1-77 above as if fully set forth herein
and further allege as follows.

178. Plaintiffs and the Class members have advantageous business and contractual
relationships with Selene pursuant to the mortgage contracts. Plaintiffs and the Class members
have legal rights under these mortgage contracts. For example, Plaintiffs and the Class members
have a right not to be charged exorbitant amounts attributed to force-placed insurance in bad faith.

179. Great American and Southwest had knowledge of the mortgage contracts and the
advantageous business and contractual relationships between Plaintiffs and the Classes and Selene.
Great American and Southwest were not parties to the mortgage contracts, nor were they third-
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party beneficiaries of the mortgage contracts. Further, Great American and Southwest did not
have any beneficial or economic interest in the mortgage contracts.

180. Great American and Southwest intentionally and unjustifiably interfered with
Plaintiffs’ and the Classes’ rights under the mortgage contracts, as described above, by, inter alia,
entering into an exclusive relationship with Selene and/or its affiliates, whereby Southwest
provided Selene with below-cost mortgage servicing functions and Great American provided
kickbacks in the form of “commissions” or “expense reimbursements,” or ceded reinsurance
premiums, among other things, which are purposefully and knowingly charged to Plaintiffs and
the Class members, to Selene in exchange for the exclusive right to be the force-place insurance
provider.

181. As a result of Great American’s and Southwest’s interference with the Plaintiffs’
mortgage agreements, Defendant Selene breached the express and implied terms of its mortgage
contracts with Plaintiffs and members of the Classes, by using funds that were designated to pay
insurance, taxes, and other items, in order to pay non-designated costs of Defendants, including
kickbacks, reinsurance premiums, and subsidized mortgage servicing functions (i.e. new loan
boarding, loss drafts) that have no relation to the placement of force-placed insurance.

182. Plaintiffs and the Classes have been damaged as a result of Great American’s and
Southwest’s interference with their mortgage contracts by being charged bad faith, exorbitant, and
illegal charges in connection with the force-placed insurance in contravention of their rights under
the mortgages.

WHEREFORE, Plaintiffs, on behalf of themselves and all Class members similarly
situated, seek a judgment in their favor against Great American and Southwest for the actual
damages suffered by them as a result of their tortious interference. Plaintiffs also seek all costs of
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litigating this action, including attorneys’ fees.

PRAYER FOR RELIEF

WHEREFORE, Plaintiffs, on behalf of themselves and all similarly situated individuals,
demand judgment against Selene as follows:

1) Declaring this action to be a proper class action maintainable pursuant to Rule 23(a)
and Rule 23(b)(1) and (2), or Rule 23(b)(3) of the Federal Rules of Civil Procedure and declaring
Plaintiffs and their counsel to be representatives of the Classes sought in this complaint;

2) Enjoining Defendants from continuing the acts and practices described above;

3) Awarding damages sustained by Plaintiffs and the Class members as a result of
Selene’s breaches of the subject mortgage contracts and the implied covenant of good faith and
fair dealing, together with pre-judgment interest;

4) Finding that Selene has been unjustly enriched and requiring it to refund all unjust
benefits to Plaintiffs and the Class, together with pre-judgment interest;

5) Awarding Plaintiff Marshall and the New Jersey Subclass compensatory and treble
damages, injunctive relief, declaratory relief, attorneys’ fees, and costs under NJCFA;

6) Awarding Plaintiff McNeil and the Florida Subclass damages, injunctive relief,
declaratory relief, attorneys’ fees, and costs under FDUTPA,

7) Awarding damages sustained by Plaintiffs and the Class members as a result of the
Great American’s and Southwest’s tortious interference with the mortgage agreement

8) Awarding Plaintiffs and Class members costs and disbursements and reasonable
allowances for the fees of Plaintiffs’ and the Classes’ counsel and experts, and reimbursement of

eXpenses;
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9) Awarding actual damages and a penalty of $500,000 or 1% of Selene’s net worth
as provided by 15 U.S.C. § 1640 (a)(1)-(2), and attorneys’ fees and costs as provided by 15 U.S.C.
§ 1640 (a)(3);

10)  Awarding compensatory and treble damages, and attorneys’ fees and costs under
the federal RICO statute; and

11)  Awarding such other and further relief the Court deems just and equitable.

DEMAND FOR JURY TRIAL

Plaintiffs and the Classes request a jury trial for any and all Counts for which a trial by

jury is permitted by law.

Respectfully submitted this 6™ day of July, 2016.

By: /s/ Robert J. Neary

Adam M. Moskowitz, Esq.
Florida Bar No. 984280
amm@Kkttlaw.com

Thomas A. Tucker Ronzetti, Esqg.
Florida Bar No. 965723
tr@kttlaw.com

Rachel Sullivan, Esqg.

Florida Bar No. 815640
rs@Kkttlaw.com

Robert J. Neary, Esq.

Florida Bar No. 81712
rn@kttlaw.com

KOZYAK TROPIN &
THROCKMORTON

2525 Ponce de Leon Blvd., 9" Floor
Coral Gables, Florida 33134
Telephone: (305) 372-1800
Facsimile: (305) 372-3508
Counsel for Plaintiffs

Lance A. Harke, Esq.

Florida Bar No. 863599
Iharke@harkeclasby.com
Sarah Engel, Esq.

Florida Bar No. 991030
sengel@harkeclasby.com
Howard M. Bushman, Esq.
Florida Bar No. 0364230
hbushman@harkeclasby.com
HARKE CLASBY & BUSHMAN LLP
9699 NE Second Avenue
Miami Shores, Florida 33138
Telephone:  (305) 536-8220
Facsimile: (305) 536-8229
Counsel for Plaintiffs
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Aaron S. Podhurst, Esq. Roosevelt N. Nesmith, Esqg.
Florida Bar No. 63606 roosevelt@nesmithlaw.com
apodhurst@podhurst.com LAW OFFICE OF

Peter Prieto, Esq. ROOSEVELT N. NESMITH, LLC
Florida Bar No. 501492 363 Bloomfield Avenue, Suite 2C
pprieto@podhurst.com Montclair, NJ 07042
PODHURST ORSECK, P.A. Telephone: (973) 259-6990

City National Bank Building Facsimile: (866) 848-1368

25 West Flagler Street, Suite 800 Counsel for Plaintiffs

Miami, Florida 33130

Telephone: 305-358-2800

Facsimile: 305-358-2382

Counsel for Plaintiffs
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andrew E. Ingram, Jr.

[Space Above This Line For Recording Datal

MORTGAGE

MIN: 100353006012500227
DEFINITIONS

Words used in multiple sections of this document are defined below and other words are defined in Sections 3, 11,
13, 18,20 and 21. Certain rules regarding the usage of words used in this document are also provided in Section 16.

(A) "Security Instrument" means this document, which is dated JANUARY 26, 2006 , together
with all Riders to this document.
{B) "Borrower"is LILLIAN MARSHALL, A SINGLE WOMAXN

Borrower is the mortgagor under this Security Instrument.

(C) "MERS" is Mortgage Electronic Registration Systems, Inc. MERS is a separate corporation that is acting
solely as a nominee for Lender and lender's successors and assigns. MERS is the mortgagee under this Security
Instrument., MERS is organized and existing under the laws of Delaware, and has an address and telephone number
of P.O. Box 2026, Flint, MI 48501-2026, tel. (888) 679-MERS.

(D) "Lender"is ACT LENDING CORPORATION D/B/A ACT MORTGAGE CAPITAL

Lenderisa FLORIDA CORPORATION organized
and existing under the laws of FLORIDA .
Lender's address is 481 SAWGRASS CORPORATE PARKWAY, SUNRISE, FLORIDA
33325

(E} "Note" means the promissory note signed by Borrower and dated JANUARY 26, 2006

The Note states that Borrower owes Lender ONE HUNDRED FIFTEEN THCUSAND AND

00/100 Dollars (U1.S. § 115,000.00 ) plus interest.
Borrower has promised to pay this debt in regular Periodic Payments and to pay the debt in full not later than
FEBRUARY 1, 2036

(F) "Property" means the property that is described below under the heading "Transfer of Rights in the Property.”
(G} "Loan" means the debt evidenced by the Note, plus interest, any prepayment charges and late charges due under
the Note, and all sums due under this Security Instrument, plus interest.

NEW JERSEY--Single Family--Fannie Mae/Freddie Mac UNIFORM INSTRUMENT - MERS DocMagic EForns 800-649-1362
Form 3031 01/C1 Page 1 of 13 www.docmagic.com
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1

CHICAGO TITLE INSURANCE COMPANY
E-18149

TITLE INSURANCE COMMITMENT
SCHEDULE A
NUMBER 4
(continued)

DESCRIPTION

ALL that certain lot, parcel or tract of land, situate and lying in the City of Rahway, County of Union,
State of New Jersey, and being more particularly described as follows:

BEGINNING at a point being the intersection of the northeasterly line of Hamilton Street with the
southeasterly line of Gordon Place and running thence

(1)along said northeasterly line of Hamilton Street, south 50 degrees 40 minutes 30 seconds east, 33.00
feet to a point; thence

(2)north 39 degrees 46 minutes east 66.29 feet; thence

(3)north 57 degrees 13 minutes west, 58.22 feet to a point in the southeasterly line of Gordon Place,
thence

(4) along the southeasterly line of Gordon Place, south 35 degrees 10 minutes 30 seconds west 59.81
_feet to the point and place of beginning.

The above description being in accordance with a survey prepared by Casey & Keller, Inc., dated April
23,2001,

LOT 13 IN BLOCK 162 ON THE TAX MAP.
(Said Lot and Block reported for informational purposes only)

MI1360-0764



Case 1:16-cv-22930-MGC Document 1-2 Entered on FLSD Docket 07/06/2016 Page 3 of 14

(H) "Riders" means all Riders to this Security Instrument that are executed by Borrower. The following Riders are
to be executed by Borrower [check box as applicable]:

[(] Adjustable Rate Rider [] Condominium Rider [} Second Home Rider
[] Balloon Rider (] Planned Unit Development Rider \Q’/Other(s) [specify]

{] 1-4 Family Rider (] Biweekly Payment Rider a?M M m%aﬂj

() "Applicable Law" means all controlling applicable federal, state and local statutes, regulations, ordinances and
administrative rules and orders (that have the effect of law) as well as all applicable final, non-appealable judicial
opinions.

(J) "Community Association Dues, Fees, and Assessments" means all dues, fees, assessments and other charges
that are imposed on Borrower or the Property by a condominium association, homeowners association or similar
organization.

(K) "Electronic Funds Transfer" means any transfer of funds, other than a transaction originated by check, draft,
or similar paper instrument, which is initiated through an electronic terminal, telephonic instrument, compuier, or
magneltic tape so as to order, instruct, or authorize a financial institution to debit or credit an account, Such term
includes, but is not limited to, point-of-sale transfers, automated ieller machine transactions, transfers initiated by
telephone, wire transfers, and automated clearinghouse transfers.

(L) "Escrow Items" means those items that are described in Section 3.

(M) "Miscellaneous Proceeds" means any compensation, settlernent, award of damages, or proceeds paid by any
third party (other than insurance proceeds paid under the coverages described in Section 5) for: (i) damage to, or
destruction of, the Property; (ii) condemnation or other taking of all or any part of the Property; (iii) conveyance in
lieu of condemnation; or (iv} misrepresentations of, or omtissions as to, the value and/or condition of the Property.
(N) "Mortgage Insurance” mgans insurance protecting Lender against the nonpayment of, or default on, the Loan.
(O} "Periodic Payment" means the regularly scheduled amount due for (i) principal and interest under the Note,
plus (ii) any amounts under Section 3 of this Security Instrument.

(P) "RESPA" means the Real Estate Settlement Procedures Act (12 U.S.C. §2601 et seq.) and its implementing
regulation, Regulation X (24 C.F.R. Part 3500), as they might be amended from time to time, or any additional or
successor legislation or regulation that governs the same subject matter. As used in this Security Instrument,
"RESPA” refers to all requirements and restrictions that are imposed in regard to a "federally related mortgage loan”
even if the Loan does not qualify as a "federally related mortgage loan" under RESPA.

() "Successor in Interest of Borrower" means any party that has taken title to the Property, whether or not that
party has assumed Borrower's obligations under the Note and/or this Security [nstrument.

TRANSFER OF RIGHTS IN THE PROPERTY

This Securiry Instrument secures to Lender: (i) the repayment of the Loan, and all renewals, extensions and modifications
of the Note; and (ii) the performance of Borrower's covenants and agreements under this Security Instrument and the Note.
For these purposes, Borrower does hereby mortgage, grant and convey to MERS (solely as nominee for Lender and
Lender’s successors and assigns) and to the successors and assigns of MERS the following described property located in the

COUNTY of UNION :

[Type of Recording Jurisdiction] [Name of Recerding Jurisdiction]

SEE LEGAL DESCRIPTION ATTACHED HERETO AND MADE A PART HEREOF AS EXHIBIT "A".
A.P.N.: BIOCK 00612 LOT 00013

NEW JERSEY--Single Family--Fannie Mae/Freddie Mac UNIFORM INSTRUMENT - MERS DocMagic €Fprng 800-649-1362
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which currently has the address of 309 HAMILTON STREET

[Street]
RAHWAY , New Jersey 07065 ("Property Address”):
[City] [Zip Code]

TOGETHER WITH all the improvements now or hereafter erected on the property, and all easements,
appurtenances, and fixtures now or hereafter a part of the property. All replacements and additions shall also be
covered by this Security Instrument. All of the foregoing is referred to in this Security Instrument as the "Property.”
Borrower understands and agrees that MERS holds only legal title to the interests granted by Borrower in this Security
Instrument, but, if necessary to comply with law or custom, MERS (as nominee for Lender and Lender's successors
and assigns) has the right: to exercise any or all of those interests, including, but not limited to, the right to foreclose
and seli the Property; and to take any action required of Lender including, but not limited to, releasing and canceling
this Security Instrument,

BORROWER COVENANTS that Borrower is lawfully seised of the estate hereby conveyed and has the right
to mortgage, grant and convey the Property and that the Property is unencumbered, except for encumbrances of
record. Borrower warrants and will defend generally the title to the Property against all claims and demands, subject
to any encumbrances of record.

THIS SECURITY INSTRUMENT combines uniform covenants for national use and non-uniform covenants with
limited variations by jurisdiction to constitute a uniform security instrument covering real property.

UNIFORM COVENANTS. Borrower and Lender covenant and agree as follows:

1. Payment of Principal, Interest, Escrow Items, Prepayment Charges, and Late Charges. Borrower shall
pay when due the principal of, and interest on, the debt evidenced by the Note and any prepayment charges and late
charges due under the Note. Borrower shall also pay funds for Escrow Items pursuant to Section 3. Payments due
under the Note and this Security Instrument shall be made in U.S. currency. However, if any check or other
instrumnent received by Lender as payment under the Note or this Security Instrument is returned to Lender unpaid,
Lender may require that any or all subsequent payments due under the Note and this Security Instrument be made in
one or more ¢f the following forms, as selected by Lender: (a) cash; (b) money order; (¢) certified check, bank check,
treasurer's check or cashier's check, provided any such check is drawn upon an institution whose deposits are insured
by a federal agency, instrumentality, or entity; or (d) Electronic Funds Transfer.

Payments are deemed received by Lender when received at the location designated in the Note or at such other
location as may be designated by Lender in accordance with the notice provisions in Section 15. Lender may return
any payment or partial payment if the payment or partial payments are insufficient to bring the Loan current. Lender
may accept any payment or partial payment insufficient to bring the Loan current, without waiver of any rights
hereunder or prejudice to its rights to refuse such payment or partial payments in the future. If Lender accepts such
payments, it shall apply such payments at the time such payments are accepted. No offset or claim which Borrower
might have now or in the future against Lender shall relieve Borrower from making payments due under the Note and
this Security Instrument or performing the covenants and agreements secured by this Security Instrument.

2. Application of Payments or Proceeds. Except as otherwise described in this Section 2, all payments
accepted and applied by Lender shall be applied in the following order of priority: (a) interest due under the Note;
(b} principal due under the Note; (c) amounts due under Section 3. Such payments shall be applied to each Periodic

NEW JERSEY--Single Family--Fannie Mae/Freddie Mac UNIFGRM INSTRUMENT - MERS DocMagic €FpITins 800-645-1362
Form 3031 01/01 Page 3 of 13 www.docmagic.com

M11560-0766

Nj30313.mzm.3.tem



Case 1:16-cv-22930-MGC Document 1-2 Entered on FLSD Docket 07/06/2016 Page 5 of 14

Payment in the order in which it became due. Any rematning amounts shall be applied first to late charges, second
to any other amounts due under this Security Instrument, and then to reduce the principal balance of the Note,

If Lender receives a payment from Borrower for a delinquent Periodic Payment which includes a sufficient
amount to pay any late charge due, the payment may be applied to the delinquent payment and the late charge. If
more than one Periodic Payment is outstanding, Lender may apply any payment received from Borrower fo the
repayment of the Periodic Payments if, and to the extent that, each payment can be paid in full. To the extent that
any excess exists after the payment is applied to the full payment of one or more Periodic Payments, such excess may
be applied to any late charges due. Voluntary prepayments shall be applied first to any prepayment charges and then
as described in the Note.

Any application of payments, insurance proceeds, or Miscellaneous Proceeds to principal due under the Note
shall not extend or postpone the due date, or change the amount, of the Periodic Payments.

3. Funds for Escrow Items. Borrower shall pay to Lender on the day Periodic Payments are due under the
Note, until the Note is paid in full, a sum (the "Funds”) to provide for payment of amounts due for: (a) taxes and
assessmients and other items which can artain priority over this Security Instrument as a lien or encumbrance on the
Property; (b) leasehold payments or ground rents on the Property, if any; (¢) premiums for any and all insurance
required by Lender under Section 5; and (d) Mortgage Insurance premiums, if any, or any sums payable by Borrower
to Lender in lieu of the payment of Mortgage Insurance premiums in accordance with the provisions of Section 10.
These items are called "Escrow Items.” At origination or at any time during the term of the Loan, Lender may require
that Community Association Dues, Fees, and Assessments, if any, be escrowed by Borrower, and such dues, fees and
assessments shall be an Escrow Item. Borrower shall promptly furnish to Lender all notices of amounts to be paid
under this Section. Borrower shall pay Lender the Funds for Escrow Items unless Lender waives Borrower's
obligation to pay the Funds for any or all Escrow Items. Lender may waive Borrower's obligation to pay to Lender
Funds for any or all Escrow [tems at any time. Any such waiver may only be in writing. In the event of such waiver,
Borrower shall pay directly, when and where payable, the amounts due for any Escrow Items for which payment of
Funds has been waived by Lender and, if Lender requires, shall furnish to Lender receipts evidencing such payment
within such time period as Lender may require. Borrower's obligation to make such payments and to provide receipts
shall for all purposes be deemed to be a covenant and agreement contained in this Security Instrument, as the phrase
"covenant and agreement” is used in Section 9. If Borrower is obligated to pay Escrow Items directly, pursuant to
a waiver, and Borrower fails to pay the amount due for an Escrow Item, Lender may exercise its rights under Section
9 and pay such amount and Borrower shall then be obligated under Section 9 to repay to Lender any such amount.
Lender may revoke the waiver as to any or all Escrow Items at any time by a notice given in accordance with Section
15 and, upon such revocation, Borrower shall pay to Lender all Funds, and in such amounts, that are then required
under this Section 3.

Lender may, at any time, collect and hold Funds in an amount (a) sufficient to permit Lender to apply the Funds
at the time specified under RESPA, and (b) not to exceed the maximum amount a lender can require under RESPA.
Lender shall estimate the amount of Funds due on the basis of current data and reasonable estimates of expenditures
of future Escrow Items or otherwise in accordance with Applicable Law.

The Funds shall be held in an institution whose deposits are insured by a federal agency, instrumentality, or
entity (including Lender, if Lender is an institution whose deposits are so insured) or in any Federal Home Loan
Bank. Lender shall apply the Funds to pay the Escrow Items no later than the time specified under RESPA. Lender
shall not charge Borrower for holding and applying the Funds, annually analyzing the escrow account, or verifying
the Escrow Items, unless Lender pays Borrower interest on the Funds and Applicable Law permits Lender to make
such a charge. Unless an agreement is made in writing or Applicable Law requires interest to be paid on the Funds,
Lender shall not be required to pay Borrower any interest or earnings on the Funds. Borrower and Lender can agree
in writing, however, that interest shall be paid on the Funds. Lender shall give to Borrower, without charge, an
annual accounting of the Funds as required by RESPA.

If there is a surplus of Funds held in escrow, as defined under RESPA, Lender shall account to Borrower for
the excess funds in accordance with RESPA, If there is a shortage of Funds held in escrow, as defined under RESPA,
Lender shall notify Borrower as required by RESPA, and Borrower shall pay to Lender the amount necessary to make
up the shortage in accordance with RESPA, but in no more than 12 monthly payments. If there is a deficiency of
Funds held in escrow, as defined under RESPA, Lender shall notify Borrower as required by RESPA, and Borrower
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shall pay to Lender the amnount necessary to make up the deficiency in accordance with RESPA, but in no more than
12 monthly payments.

Upon payment in full of all sums secured by this Security Instrument, Lender shall promptly refund to Borrower
any Funds held by Lender.

4, Charges; Liens. Borrower shall pay all taxes, assessments, charges, fines, and impositions attributable 1o
the Property which can attain priority over this Security Instrument, leasehold payments or ground rents on the
Property, if any, and Community Association Dues, Fees, and Assessments, if any. To the extent that these items
are Escrow ltems, Borrower shall pay them in the manner provided in Section 3.

Borrower shall promptly discharge any lien which has priority over this Security Instrument unless Borrower:
{a) agrees in writing to the payment of the obligation secured by the lien in a manner acceptable to Lender, but only
so long as Borrower is performing such agreement; (b) contests the lien in good faith by, or defends against
enforcement of the lien in, legal proceedings which in Lender's opinion operate to prevent the enforcement of the lien
while those proceedings are pending, but only until such proceedings are concluded; or (¢) secures from the holder
of the lien an agreement satisfactory to Lender subordinating the lien to this Security Instrument. If Lender
determines that any part of the Property is subject to a lien which can attain priority over this Security Instrument,
Lender may give Borrower a notice identifying the lien. Within 10 days of the date on which that notice is given,
Borrower shall satisfy the lien or take one or more of the actions set forth above in this Section 4.

Lender may require Borrower to pay a one-time charge for a real estate tax verification and/or reporting service
used by Lender in connection with this Loan.

5. Property Insurance. Borrower shall keep the improvements now existing or hereafter erected on the
Property insured against loss by fire, hazards included within the term "extended coverage,” and any other hazards
including, but not limited to, earthquakes and floods, for which Lender requires insurance. This insurance shall be
maintained in the amounts (including deductible levels) and for the periods that Lender requires. What Lender
requires pursuant to the preceding sentences can change during the term of the Loan. The insurance carrier providing
the insurance shall be chosen by Borrower subject to Lender's right to disapprove Borrower's choice, which right shall
not be exercised unreasonably. Lender may require Borrower to pay, in connection with this Loan, either: (a} a one-
time charge for tlood zone determination, certification and tracking services; or (b) a one-time charge for flood zone
determination and certification services and subsequent charges each time remappings or similar changes occur which
reasonably might affect such determination or certification. Borrower shall also be responsible for the payment of
any fees imposed by the Federal Emergency Management Agency in connection with the review of any flood zone
determination resulting from an objection by Borrower.

If Borrower fails to maintain any of the coverages described above, Lender may obtain insurance coverage, at
Lender's option and Borrower's expense. Lender is under no obligation to purchase any particular type or amount
of coverage. Therefore, such coverage shall cover Lender, but might or might not protect Borrower, Borrower's
equity in the Property, or the contents of the Property, against any risk, hazard or liability and might provide greater
or lesser coverage than was previously in effect. Borrower acknowledges that the cost of the insurance coverage so
obtained might significantly exceed the cost of insurance that Borrower could have obtained. Any amounts disbursed
by Lender under this Section 5 shall become additional debt of Borrower secured by this Security Instrument. These
amounts shall bear interest at the Note rate from the date of disbursement and shall be payable, with such interest,
upon notice from Lender to Borrower requesting payment.

All insurance policies required by Lender and renewals of such policies shall be subject to Lender's right to
disapprove such policies, shall include a standard mertgage clause, and shall name Lender as mortgagee and/or as an
additional loss payee. Lender shall have the right to hold the policies and renewal certificates. If Lender requires,
Borrower shall promptly give to Lender all receipts of paid premiums and renewal notices. If Borrower obtains any
form of insurance coverage, not otherwise required by Lender, for damage to, or destruction of, the Property, such
policy shall include a standard mortgage clause and shall name Lender as mortgagee and/or as an additional loss
payee.

In the event of loss, Borrower shall give prompt notice to the insurance carrier and Lender. Lender may make
proof of loss if not made promptly by Borrower. Unless Lender and Borrower otherwise agree in writing, any
insurance proceeds, whether or not the underlying insurance was required by Lender, shall be applied to restoration
or repair of the Property, if the restoration or repair is economically feasible and Lender's securily is not lessened.
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During such repair and restoration period, Lender shall have the right to hold such insurance proceeds until Lender
has had an opportunity to inspect such Property to ensure the work has been completed to Lender's satisfaction,
provided that such inspeciion shall be undertaken promptly. Lender may disburse proceeds for the repairs and
restoration in a single payment or in a series of progress payments as the work is completed. Unless an agreement
is made in writing or Applicable Law requires interest to be paid on such insurance proceeds, Lender shall not be
required to pay Borrower any interest or earnings on such proceeds. Fees for public adjusters, or other third parties,
retained by Borrower shall not be paid out of the insurance proceeds and shall be the sole obligation of Borrower.
If the restoration or repair is not economically feasible or Lender's security would be lessened, the insurance proceeds
shall be applied to the sums secured by this Security Instrument, whether or not then due, with the excess, if any, paid
to Borrower. Such insurance proceeds shall be applied in the order provided for in Section 2,

If Borrower abandons the Property, Lender may file, negotiate and settle any available insurance claim and
related matters. If Borrower does not respond within 30 days to a notice from Lender that the insurance carrier has
offered to settle a claim, then Lender may negotiate and settle the claim. The 30-day period will begin when the
notice is given. In either event, or if Lender acquires the Property under Section 22 or otherwise, Borrower hereby
assigns to Lender (a) Borrower's rights to any insurance proceeds in an amount not to exceed the amounts unpaid
under the Note or this Security Instrument, and (b} any other of Borrower's rights (other than the right to any refund
of unearned premiums paid by Borrower) under all insurance policies covering the Property, insofar as such rights
are applicable to the coverage of the Property. Lender may use the insurance proceeds either to repair or restore the
Property or to pay amounts unpaid under the Note or this Security Instrument, whether or not then due.

6. Occupancy. Borrower shall occupy, establish, and use the Property as Borrower's principal residence
within 60 days after the execution of this Security Instrument and shall continue to occupy the Property as Borrower's
principal residence for at least one year after the date of occupancy, unless Lender otherwise agrees in writing, which
consent shall not be unreasonably withheld, or unless extenuating circumstances exist which are beyond Borrower's
control.

7. Preservation, Maintenance and Protection of the Property; Inspections. Borrower shall not destroy,
damage or impair the Property, allow the Property to detericrate or commit waste on the Property. Whether or not
Borrower is residing in the Property, Borrower shall maintain the Property in order to prevent the Property from
deteriorating or decreasing in value due to its condition. Unless it is determined pursuant to Section 5 that repair or
restoration is not economically feasible, Borrower shall promptly repair the Property if damaged to avoid further
deterioration or damage. If insurance or condemnation proceeds are paid in connection with damage to, or the taking
of, the Property, Borrower shall be responsible for repairing or restoring the Property only if Lender has released
proceeds for such purposes. Lender may disburse proceeds for the repairs and restoration in a single paynient or in
a series of progress payments as the work is completed. If the insurance or condemnation proceeds are not sufficient
to repair or restore the Property, Borrower is not relieved of Borrower's obligation for the completion of such repair
or restoration.

Lender or its agent may make reasonable entries upen and inspections of the Property. If it has reasonable cause,
Lender may inspect the interior of the improvements cn the Property. Lender shall give Borrower notice at the time
of or prior to such an interior inspection specifying such reasonable cause.

8. Borrower's Loan Application. Borrower shall be in default if, during the Loan application process,
Borrower or any persons or entities acting at the direction of Borrower or with Borrower's knowledge or consent gave
materially false, misleading, or inaccurate information or statements to Lender (or failed to provide Lender with
material infermation) in connection with the Loan. Material representations include, but are not limited to,
representations concerning Borrower's occupancy of the Property as Borrower's principal residence.

9. Protection of Lender's Interest in the Property and Rights Under this Security Instrument. It (a)
Borrower fails to perform the covenants and agreements contained in this Security Instrument, (b) there is a legal
proceeding that might significantly affect Lender’s interest in the Property and/or rights under this Security Instrument
(such as a proceeding in bankruptcy, probate, for condemnation or forfeirure, for enforcement of a lien which may
attain priority over this Security Instrument or to enforce laws or regulations), or (¢) Borrower has abandoned the
Property, then Lender may do and pay for whatever is reasonable or appropriate to protect Lender's interest in the
Property and rights under this Security Instrument, including protecting and/or assessing the value of the Property,
and securing and/or repairing the Property. Lender's actions can include, but are not limited to: (a) paying any sums
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secured by a lien which has priority over this Security Instrument; (b) appearing in court; and (c) paying reasonable
attorneys' fees to protect its interest in the Property and/or rights under this Security Instrument, including its secured
position in a bankruptcy proceeding. Securing the Property includes, but is not limited to, entering the Property to
make repairs, change locks, replace or board up doors and windows, drain water from pipes, eliminate building or
other code violations or dangerous conditions, and have utilities turned on or off. Although Lender may take action
under this Section 9, Lender does not have to do so and is not under any duty or obligation to do so. It is agreed that
Lender incurs no liability for not taking any or all actions authorized under this Section 9.

Any amounts disbursed by Lender under this Section 9 shall become additional debt of Borrower secured by this
Security Instrument. These amounts shall bear interest at the Note rate from the date of disbursement and shall be
payable, with such interest, upon notice from Lender to Borrower requesting payment.

If this Security Instrument is on a leasehold, Borrower shall comply with all the provisions of the lease. If
Borrower acquires fee title to the Property, the leasehold and the fee title shall not merge unless Lender agrees to the
merger in writing. ;

10. Mortgage Insurance. If Lender required Mortgage Insurance as a condition of making the Loan, Borrower
shall pay the premiums required to maintain the Mortgage Insurance in effect. If, for any reason, the Mortgage
Insurance coverage required by Lender ceases to be available from the mortgage insurer that previcusly provided such
insurance and Borrower was required to make separately designated payments toward the premiums for Mortgage
Insurance, Borrower shall pay the premiums required to obtain coverage substantially equivalent to the Mortgage
Insurance previously in effect, at a cost substantially equivalent to the cost to Borrower of the Mortgage Insurance
previously in effect, from an alternate mortgage insurer selected by Lender. If substantially equivalent Mortgage
Insurance coverage is not available, Borrower shall continue to pay to Lender the amount of the separately designated
payments that were due when the insurance coverage ceased to be in effect. Lender will accept, use and retain these
payments as a non-refundable loss reserve in lieu of Mortgage Insurance. Such loss reserve shall be non-refundable,
notwithstanding the fact that the Loan is ultimately paid in full, and Lender shall not be required to pay Borrower any
interest or earnings on such loss reserve. Lender can no longer require loss reserve payments if Mortgage Insurance
coverage (in the amount and for the period that Lender requires) provided by an insurer selected by Lender again
becomes avatlable, is obtained, and Lender requires separately designated payments toward the premiums for
Mortgage Insurance. If Lender required Mortgage Insurance as a condition of making the Loan and Borrower was
required to make separately designated payments toward the premiums for Mortgage Insurance, Borrower shall pay
the premiums required ro maintain Morigage Insurance in effect, or to provide a non-refundable loss reserve, until
Lender's requirement for Mortgage Insurance ends in accordance with any written agreement between Borrower and
Lender providing for such termination or until termination is required by Applicable Law. Nothing in this Section
10 affects Borrower's obligation to pay interest at the rate provided in the Note.

Mortgage Insurance reimburses Lender (or any entity that purchases the Note) for certain losses it may incur
if Borrower does not repay the Loan as agreed. Borrower is not a party to the Mortgage Insurance.

Mortgage insurers evaluate their total risk on all such insurance in force from time to time, and may enter into
agreements with other parties that share or modify their risk, or reduce losses. These agreemenss are on terms and
conditions that are satisfactory to the mortgage insurer and the other party (or parties) to these agreements. These
agreements may require the mortgage insurer to make payments using any source of funds that the mortgage insurer
may have available (which may include funds obtained from Mortgage Insurance premiums).

As a result of these agreements, Lender, any purchaser of the Note, another insurer, any reinsurer, any other
entity, or any affiliate of any of the foregoing, may receive (directly or indirectly) amounts that derive from (or might
be characterized as) a portion of Borrower's payments for Mortgage Insurance, in exchange for sharing or modifying
the mortgage insurer's risk, or reducing losses. If such agreement provides that an affiliate of Lender takes a share
of the insurer's risk in exchange for a share of the premiums paid to the insurer, the arrangement is often termed
"captive reinsurance.” Further:

(8) Any such agreements will not affect the amounts that Borrower has agreed to pay for Mortgage
Insurance, or any other terms of the Loan. Such agreements will not increase the amount Borrower will owe
for Mortgage Insurance, and they will not entitle Borrower to any refund.

(b) Any such agreements will not affect the rights Borrower has - if any - with respect to the Mortgage
Insurance under the Homeowners Protection Act of 1998 or any other law. These rights may include the right
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to receive certain disclosures, to request and obtain cancellation of the Mortgage Insurance, to have the
Mortgage Insurance terminated automatically, and/or to receive a refund of any Mortgage Insurance premivms
that were unearned at the time of such cancellation or termination.

11. Assignment of Miscellaneous Proceeds; Forfeiture. All Miscellaneous Proceeds are hereby assigned to
and shall be paid o Lender.

If the Property is damaged, such Miscellaneous Proceeds shall be applied to restoration or repair of the Property,
if the restoration or repair is economically feasible and Lender's security is not lessened. During such repair and
restoration period, Lender shail have the right to hold such Miscellaneous Proceeds until Lender has had an
opportunity to inspect such Property to ensure the work has been completed to Lender's satisfaction, provided that
such inspection shall be undertaken promptly. Lender may pay for the repairs and restoration in a single disbursement
or in a series of progress payments as the work is completed. Unless an agreement is made in writing or Applicable
Law requires interest to be paid on such Miscellaneous Proceeds, Lender shall not be required to pay Borrower any
interest or earnings on such Miscellaneous Proceeds. If the restoration or repair is not economically feasible or
Lender's security would be lessened, the Miscellaneous Proceeds shall be applied to the sums secured by this Security
Instrument, whether or not then due, with the excess, if any, paid to Borrower. Such Miscellaneous Proceeds shall
be applied in the order provided for in Section 2.

In the event of a total taking, destruction, or loss in value of the Property, the Miscellaneous Proceeds shall be
applied 1o the sums secured by this Security Instrument, whether or not then due, with the excess, if any, paid to
Borrower.

In the event of a partial taking, destruction, or loss in value of the Property in which the fair market value of
the Property immediately before the partial taking, destruction, or loss in value is equal to or greater than the amount
of the sums secured by this Security Instrument immediately before the partial taking, destruction, or loss in value,
unless Borrower and Lender otherwise agree in writing, the sums secured by this Security Instrument shall be reduced
by the amount of the Miscellaneous Proceeds multiplied by the following fraction: (a) the total amount of the sums
secured immediately before the partial taking, destruction, or loss in value divided by (b) the fair market value of the
Property immediately before the partial taking, destruction, or loss in value. Any balance shall be paid to Borrower.

In the event of a partial taking, destruction, or loss in value of the Property in which the fair market value of
the Property immediately before the partial taking, destruction, or loss in value is less than the amount of the sums
secured immediately before the partial taking, destruction, or loss in value, unless Borrower and Lender otherwise
agree in writing, the Miscellaneous Proceeds shall be applied to the sums secured by this Security Instrument whether
or not the sums are then due.

It the Property is abandoned by Borrower, or if, after notice by Lender to Borrower that the Opposing Party (as
defined in the next sentence) offers to make an award to settle a claim for damages, Borrower fails to respond to
Lender within 30 days after the date the notice is given, Lender is authorized to collect and apply the Miscellaneous
Proceeds cither to restoration or repair of the Property or to the sums secured by this Security instrument, whether
or not then due. "Opposing Party" means the third party that owes Borrower Miscellaneous Proceeds or the party
against whom Borrower has a right of action in regard to Miscellaneous Proceeds,

Borrower shall be in default if any action or proceeding, whether civil or criminal, is begun that, in Lender’s
judgment, could result in forfetture of the Property or other material impairment of Lender's interest in the Property
or rights under this Security Instrument, Borrower can cure such a default and, if acceleration has occurred, reinstate
as provided in Section 19, by causing the action or proceeding to be dismissed with a ruling that, in Lender’s
judgment, precludes forfeiture of the Property or other material impairment of Lender's interest in the Property or
rights under this Security Instrument. The proceeds of any award or claim for damages that are attributable to the
impairment of Lender's interest in the Property are hereby assigned and shall be paid to Lender,

All Miscellaneous Proceeds that are not applied to restoration or repair of the Property shall be applied in the
order provided for in Section 2.

12. Borrower Not Released; Forbearance By Lender Not a Waiver. Extension of the time for payment or
modification of amortization of the sums secured by this Security Instrument granted by Lender to Borrower or any
Successor in Interest of Borrower shall not operate to release the liability of Borrower or any Successors in [nterest
of Borrower. Lender shall not be required to commence proceedings against any Successor in Interest of Borrower
or to refuse to extend time for payment or otherwise modify amortization of the sums secured by this Security
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Instrument by reason of any demand made by the original Borrower or any Successors in Interest of Borrower. Any
forbearance by Lender in exercising any right or remedy including, without limitation, Lender's acceptance of
payments from third persons, entities or Successors in Interest of Borrower or in amounts less than the amount then
due, shall not be a waiver of or preclude the exercise of any right or remedy.

13. Joint and Several Liability; Co-signers; Successors and Assigns Bound. Borrower covenants and agrees
that Borrower's obligations and liability shall be joint and several, However, any Borrower who co-signs this Security
Instrument but does not execute the Note (a "co-signer”): (a) is co-signing this Security Instrument anly to mortgage,
grant and convey the co-signer's interest in the Property under the terms of this Security Instrument; (b} is not
personally obligated to pay the sums secured by this Security Instrument; and (c) agrees that Lender and any other
Borrower can agree to extend, modify, forbear or make any accommodations with regard to the terms of this Security
Instrument or the Note without the co-signer's consent.

Subject to the provisions of Section 18, any Successor in Interest of Borrower who assumes Borrower's
obligations under this Security Instrument in writing, and is approved by Lender, shall obtain all of Borrower's rights
and benefirs under this Security Instrument. Borrower shall not be released from Borrower's obligations and liability
under this Security Instrument unless Lender agrees to such release in writing., The covenants and agreements of this
Security Instrument shall bind (except as provided in Section 20) and benefit the successors and assigns of Lender.

14. Loan Charges. Lender may charge Borrower fees for services performed in connection with Borrower's
default, for the purpose of protecting Lender's interest in the Property and rights under this Security Instrument,
including, but not limited to, attorneys' fees, property inspection and valuation fees. In regard to any other fees, the
absence of express authority in this Security Instrument to charge a specific fee to Borrower shall not be construed
as a prohibition on the charging of such fee. Lender may not charge fees that are expressly prohibited by this Security
Instrument or by Applicable Law.

If the Loan is subject to a law which sets maximum loan charges, and that law is finally interpreted so that the
interest or other loan charges collected or to be collected in connection with the Loan exceed the permitted limits,
then: (a) any such loan charge shall be reduced by the amount necessary to reduce the charge to the permitted limit;
and (b) any sums already collected from Borrower which exceeded permitted limits will be refunded to Borrower.
Lender may choose to make this refund by reducing the principal owed under the Note or by making a direct payment
to Borrower. If a refund reduces principal, the reduction will be treated as a partial prepayment without any
prepayment charge (whether or not a prepayment charge is provided for under the Note). Borrower's acceptance of
any such refund made by direct payment to Borrower will constitute a waiver of any right of action Borrower might
have arising out of such overcharge.

15. Notices. All notices given by Borrower or Lender in connection with this Security Instrument must be in
writing. Any notice to Borrower in connection with this Security Instrument shall be deemed to have been given to
Borrower when mailed by first class mail or when actually delivered to Borrower's notice address if sent by other
means. Notice to any one Borrower shall constitute notice to all Borrowers unless Applicable Law expressly requires
otherwise. The notice address shall be the Property Address unless Borrower has designated a substitute notice
address by notice to Lender. Borrower shall promptly notify Lender of Borrower's change of address. If Lender
specifies a procedure for reporting Borrower's change of address, then Borrower shall only report a change of address
through that specified procedure. There may be only one designated notice address under this Security Instrument
al any one time. Any notice to Lender shall be given by delivering it or by mailing it by first class mail to Lender's
address stated herein unless Lender has designated another address by notice to Borrower. Any notice in connection
with this Security Instrument shall not be deemed to have been given to Lender until actually received by Lender,
If any notice required by this Security Instrument is also required under Applicable Law, the Applicable Law
requirement will satisfy the corresponding requirement under this Security Instrument.

16. Governing Law; Severability; Rules of Construction, This Security Instrument shall be governed by
federal law and the law of the jurisdiction in which the Property is located. All rights and obligations contained in
this Security Instrument are subject to any requirements and limitations of Applicable Law. Applicable Law might
explicitly or implicitly allow the parties to agree by contract or it might be silent, but such silence shall not be
construed as a prohtbition against agreement by contract. In the event that any provision or clause of this Security
Instrument or the Note conflicts with Applicable Law, such conflict shall not affect other provisions of this Security
Instrument or the Note which can be given effect without the conflicting provision.
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As used in this Security Instrument: (a) words of the masculine gender shall mean and include corresponding
neuter words or words of the feminine gender; (b} words in the singular shall mean and include the plural and vice
versa; and (c) the word "may" gives sole discretion without any obligation to take any action.

17. Borrower's Copy. Borrower shall be given one copy of the Note and of this Security Instrument.

18. Transfer of the Property or a Beneficial Interest in Borrower. As used in this Section 18, "Interest in
the Property” means any legal or beneficial interest in the Property, including, but not limited to, those beneficial
interests transferred in a bond for deed, contract for deed, installment sales contract or escrow agreement, the intent
of which is the transfer of title by Borrower at a future date to a purchaser.

If all or any part of the Property or any Interest in the Property is sold or transferred (or if Borrower is not a
natural person and a beneficial interest in Borrower is sold or transferred) without Lender's prior written consent,
Lender may require immediate payment in full of all sums secured by this Security Instrument. However, this option
shall not be exercised by Lender if such exercise is prohibited by Applicable Law.

If Lender exercises this option, Lender shall give Borrower notice of acceleration. The notice shali provide a
period of not less than 30 days from the date the notice is given in accordance with Section 15 within which Borrower
must pay all sums secured by this Security Instrument. If Borrower fails to pay these sums prior to the expiration of
this period, Lender may invoke any remedies permitted by this Security Instrument without further notice or demand
on Borrower,

19. Borrower's Right to Reinstate After Acceleration, If Borrower meets certain conditions, Borrower shall
have the right to have enforcement of this Security Instrument discontinued at any time prior to the earliest of: (a)
five days before sale of the Property pursuant to any power of sale contained in this Security Instrument; (b) such
other period as Applicable Law might specify for the termination of Borrower's right to reinstate; or (c) entry of a
judgment enforcing this Security Instrument. Those conditions are that Borrower: (a) pays Lender all sums which
then would be due under this Security Instrument and the Note as if no acceleration had occurred; (b) cures any default
of any other covenants or agreements; {(c) pays all expenses incurred in enforcing this Security Instrument, including,
but not limited to, reasonable attorneys’ fees, property inspection and valuation fees, and other fees incurred for the
purpose of protecting Lender's interest in the Property and rights under this Security Instrument; and (d) takes such
action as Lender may reasonably require to assure that Lender’s interest in the Property and rights under this Security
Instrument, and Borrower's obligation to pay the sums secured by this Security [nstrument, shall continue unchanged.
Lender may require that Borrower pay such reinstatement sums and expenses int one or more of the following forms,
as selected by Lender: (a) cash; (b) money order; {c) certified check, bank check, treasurer's check or cashier's check,
provided any such check is drawn upon an institution whose deposits are insured by a federal agency, instrumentality
orentity; or (d) Electronic Funds Transfer. Upon reinstatement by Borrower, this Security Instrument and obligations
secured hereby shall remain fully effective as if no acceleration had occurred. However, this right to reinstate shall
not apply in the case of acceleration under Section (8,

20. Sale of Note; Change of Loan Servicer; Notice of Grievance. The Note or a partial interest in the Note
(together with this Security Instrument} can be sold one or more times without prior notice to Borrower, A sale might
result in a change in the entity (known as the "Loan Servicer”) that collects Periodic Payments due under the Note
and this Security Instrument and performs other mortgage loan servicing obligations under the Note, this Security
Instrument, and Applicable Law. There also might be one or more changes of the Loan Servicer unrelated to a sale
of the Note. If there is a change of the Loan Servicer, Borrower will be given wrilten notice of the change which will
state the name and address of the new Loan Servicer, the address to which payments should be made and any other
information RESPA requires in connection with a notice of transfer of servicing. If the Note is sold and thereafter
the Loan is serviced by a Loan Servicer other than the purchaser of the Note, the mortgage loan servicing obligations
to Borrower will remain with the Loan Servicer or be transferred to a successor Loan Servicer and are not assumed
by the Note purchaser unless otherwise provided by the Note purchaser.

Neither Borrower nor Lender may commence, join, or be joined to any judicial action (as either an individual
litigant or the member of a class) that arises from the other party's actions pursuant to this Security Instrument or that
alleges that the other party has breached any provision of, or any duty owed by reason of, this Security Instrument,
until such Borrower or Lender has notified the other party (with such notice given in compliance with the requirements
of Section 15) of such alleged breach and afforded the other party hereto a reasonable period after the giving of such
notice to take corrective action. If Applicable Law provides a time period which must elapse before certain action
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can be taken, that time period will be deemed to be reasonable for purposes of this paragraph. The notice of
acceleration and opportunity to cure given to Borrower pursuant to Section 22 and the notice of acceleration given
to Borrower pursuant to Section 18 shall be deemed to satisfy the notice and opportunity to take corrective action
provisions of this Section 20.

21. Hazardous Substances. As used in this Section 21: (a) "Hazardous Substances™ are those substances
defined as toxic or hazardous substances, pollutants, or wastes by Environmental Law and the following substances:
gasoline, kerosene, other flammable or toxic petroleum products, toxic pesticides and herbicides, volatile solvents,
materials containing asbestos or formaldehyde, and radioactive materials; (b) "Environmental Law" means federal
laws and laws of the jurisdiction where the Property is located that relate to health, safety or environmental protection;
(c) “Environmental Cleanup" includes any response action, remedial action, or removal action, as defined in
Environmental Law; and (d) an "Environmental Condition" means a condition that can cause, contribute to, or
otherwise trigger an Environmental Cleanup.

Borrower shall not cause or permit the presence, use, disposal, storage, or release of any Hazardous Substances,
or threaten to release any Hazardous Substances, on or in the Property, Borrower shall not do, nor allow anyone else
to do, anything affecting the Property (a) that is in violation of any Environmental Law, (b} which creates an
Environmental Condition, or {c) which, due to the presence, use, or release of a Hazardous Substance, creates a
condition that adversely affects the value of the Property. The preceding two sentences shall not apply to the
presence, use, or storage on the Property of small quantities of Hazardous Substances that are generally recognized
to be appropriate to normal residential uses and to maintenance of the Property (including, but not limited to,
hazardous substances in consumer products).

Borrower shall promptly give Lender written notice of () any investigation, claim, demand, lawsuit or other
action by any governmental or regulatory agency or private party involving the Property and any Hazardous Substance
or Environmental Law of which Borrower has actual knowledge, (b) any Environmental Condition, including but not
limited to, any spilling, leaking, discharge, release or threat of release of any Hazardous Substance, and (c) any
condition caused by the presence, use or release of a Hazardous Substance which adversely affects the value of the
Property. If Borrower learns, or is notified by any governmental or regulatory authority, or any private party, that
any removal or other remediation of any Hazardous Substance affecting the Property is necessary, Borrower shall
promptly take all necessary remedial actions in accordance with Environmental Law. Nothing herein shall create any
obligation on Lender for an Environmental Cleanup.

NON-UNIFORM COVENANTS. Borrower and Lender further covenant and agree as follows:

22. Acceleration; Remedies. Lender shall give notice to Borrower prior to acceleration following
Borrower's breach of any covenant or agreement in this Security Instrument (but not prior to acceleration under
Section 18 unless Applicable Law pravides otherwise), The notice shall specify: (a) the default; (b) the action
required to cure the default; (c) a date, not less than 30 days from the date the notice is given to Borrower, by
which the default must be cured; (d) that failure to cure the default on or before the date specified in the notice
may result in acceleration of the sums secured by this Security Instrument, foreclosure by judicial proceeding
and sale of the Property; (e} the Borrower's right to reinstate after acceleration and the right to assert in the
foreclosure proceeding the non-existence of a default or any other defense of Borrower to acceleration and
foreclosure; and (f) any other disclosure required under the Fair Foreclosure Act, codified at §§ 2A:50-53 et seq.
of the New Jersey Statutes, or other Applicable Law. If the default is not cured on or before the date specified
in the notice, Lender at its option may require immediate payment in full of all sums secured by this Security
Instrument without further demand and may foreclose this Security Instrument by judicial proceeding. Lender
shall be entitled to collect all expenses incurred in pursuing the remedies provided in this Section 22, including,
but not limited to, attorneys' fees and costs of titie evidence permitted by Rules of Court.

23. Release. Upon payment of all sums secured by this Security Instrument, Lender shall cancel this Security
Instrument. Borrower shall pay any recordation costs. Lender may charge Borrower a fee for releasing this Security
Instrument, but only if the fee is paid to a third party for services rendered and the charging of the fee is permitted
under Applicable Law,
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24. No Claim of Credit for Taxes. Borrower will not make deduction from or claim credit on the principal
or interest secured by this Security Instrument by reason of any governmental taxes, assessments or charges,
Borrower will not claim any deduction from the taxable value of the Property by reason of this Security Instrument.

BY SIGNING BELOW, Borrower accepts and agrees to the terms and covenants contained in this Security
Instrument and in any Rider executed by Borrower and recorded with it.

% ﬂ/ &/M (Seal) (Seal)

LILLIAN® MARSHALL -Borrower “Borrower
(Seal) {Seal)

-Borrower -Borrower

(Seal} {Seal)

-Borrower ~-Borrower

Signed, sealed and delivered in the presence of:

ANl —

Andrew E. Ingram, Jr.
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[Space Below This Line For Acknowledgment]

State of New Jersey,
County of UNION , 8§

I CERTIFY that on JANUARY 26, 2006, LILLIAN MARSHALL

personally came before me and stated to my satisfaction that this person (or if more than one, each person):
(a) was the maker of the attached instrument; and
(b} executed this instrument as his or her own act.

LZ/(/{/LC} 126/ 06

Notary's Signafure Date
Andrew E. Ingram, Jr.
Attorney at Law-State of New Jersey

andrew E. Ingram, Jr., Esq.
Notary's printed or typed name

My commission expires:

ANDREW E INGRAM JR, ESQ.

1812 FRONT STREET Inst. #
391451
SCOTCH PLAIN
S I:'J 07076 Paid
ecording Fee 160.00
Mort, )
ortgage RT Fee .00
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e This Instrument Prepared By: Tﬂ?aﬁomt 2&§§ "

[ ¥ o ] .
£ o Wedma bovon '
o ! |
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"O: % T Afler Recording Return To: :
g g  PREMIUM CAPITAL FUNDING, LLC !
?5:3 D/B/A TOPDOT MORTGAGE
[ 125 JERICHO TURNPIKE, SUITE 500
Ew JERICHO, NEW YORK 11753
= - Loan Number
el
@ g;é i

[$pace Abave This Une Fol Recording Outa] -
MORTGAGE FHA CA:SE-' NG.

MIN: A

~ THIS MORTuAQL(“Suurl(y Instrument”} is glven on DDCEM R 14, 2009 .
The morigagor s ROBIN MCNEIL, ¢ ')\{\(ﬁ\(_ M(‘Aﬂ

("Borrower"),
This Security Instrument is given to Morlgage Elecironic Registention Systems, tne. ("MER%")ns Mortgagee. MERS
s the nominee for Lender, as hercinafer doflned, and Lender's successors and dssighs, MERS ls: urgum:.cd dnd
-existing under the laws of Delaware, and hos an uddrm and telephone aumber of P,O. ‘Bok 1096, Filnt, M) 48501
2026, (cf, (888) 679-MERS.
EN.MH.M OATIAL FUNGING, LIe D/E/A TORD! MRIGKTS, A NEW YCRK LIMITED UINﬂLIIY (“Lender")
is organized and existing under the [aws of NEW YORK
and Ky an-address of 125 JERICHG TURNPIKE, SUITE 500, JERICHO, ‘NEW YORK

11763
Borrower owes Lender e prinaipal-sum of ONE HUNDRED SEVENTEEN. T SAND. BIGRT
HUNDRED TWENTY-SIX AND 00/100 Tollars (US R 8-2‘6\. 0‘0' )

This-debt is evidenced by Borrower's note daled ifie some dute as Ihis Securlly fostitimer
for u\outhly payments, wilh the full debt, Ifnotpatd eariler, dus iid payabléon  J 1. v
This Securlly [nsirument secures o Lendcr {a) ihe repayment of (iie:debt ¢vil¢nced by: (hL Néts, with mlcre.n, and
all rénewvaly, extensiojis and modifications: of the: Neie; {b) the-payiment:of oll other'sums; Wil interest; udvanced
under pnm;,raph 710 prolcg ihe security of (his Security Insteuincity aad (e) the pcrlormuncc of Borrower' § ovenuitis
and ugreements under Lhis Securify Instrumént and the Note, For this purpose; Borrower-doés hereby tirotignge, grant
and convey to MERS (solcly us nominee for Lender and Lender's successors and axsighs) wnl to: he-successars;aid

nssigns of MERS the (oliovwiing described properiy: located iy OSCEOLA Couiity; Florids:
g%ﬁ[é}?gi\%AI‘?[‘SCRIPTION ATTACHED HERETO AND MADE A PﬁRT HEREOF B8

l

\ :
B
&

¢

Borrawer Ipilials:
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which has the nddress of 2251 . TRADEWINDS DRIVE

[Street) .
KISSIMMER , Morida 34746 ("Property Address”):
{Clty) [Zip Codte]

TOOBTHER WITH all the improvements now or herenfter evected on the property, wnd: ull- ¢nseinents,
appurtetances, mnd fixduigs now or hereafter a part of the bmperly Al replacements nnd ud(hhonq shull ulso bie
covered by ilits Security. Instrunent, All'ollie forgoing iy referred to In {lits 6Lcurlly!nstrumenl af iy "Pr ‘pcrty *
farrower undirstands und agreés thiag MERS holds anly tegal tife to the Interests graiited by }Jorrower) { i
ristrumanty Bunt, 1 npoessary o comply with [dw or-custom, MERS (as nomines for Liender and Lendgi's success
“wid salgins) hm‘ the rlghts: 1o swevolse dny ot ell of thoss kitérests; Meluding, but ot lisnifed fo; :to lbreolosa
aifdsell he Prnperty; nnd 16, trls iy ollen required: of i, cndJ Inctuding, il nol- llmucd oy veleasing or danceling
(hi‘!-'S:CU‘r’H

- DONRGWE COVHNAV 18 fliot Borréwe t3 (swililly selséd of (he shtnte hcrahy oiiveysd and has (e rlghl to
nortgags, and corivey-tho Property:and that the Proparty s vuencumbéred, ‘o cpl for edewiibrimets of cécord;
Baeower warrdrily anid il deforid:ganerdily the il to thy Fropurly ngatisf \m ¢lihing' nnd ‘dasnds; sitbest o:any
sncumbranéss. of record.

TS SECURITY INST RUMUEN'E conisbities uniforin coveninis for nakont] 1ss snd s uniforin covanasits with
limited varialions by Jurigdiction ta constilafe n wilforin ségarily instrument eovering rcul pmvmy‘

UNIFQRM COYENANTS. Dorraver wd Lunder covenant snd ngico as Jollows,

1. Payment of Prinelad, Intovest nvd Lute Chavge, Horrower shull pay whien-dus e pliolpot-of, nnd
Intereat on, e debt cbidancid by, (is Note and Inls cliarpes due under fity Noty,

3. Manthly Payment of Taxes, Tistirance, snd Olfiar Charges, Borrower shall hvelude liy eagly sonthly
payrent, togeilicr. with the principnl und Entetest us sef fortl In g Note:and iny Jite chirgos, » sum:for (a) taxes nnd
speeltal ussEsgents levied or to be levied wgafust the I‘lopmy. {b) feuseliold’ payvients: or grouad Torits on ihio
Property; wd (u) premiums. fbr Insurance reqlred undst parngrapis 4, Tt aity. your I, Wilieh o Leider: s pay. &
miorignge. nsuranéo prewiluiit-fo-{he Secretry of Housing ahd Urbnn Devslopnient ("bwrc(ary ) G¢'llj any yest I
whleh suchi. prenium would hdve lsean required I Lender ailil hold tho Seovrity Instrument, ench oiithiy payrienit
shall aiso ltgtude oflivers (1)w sunt‘for Vie snindal mofigagd ifsurbues premium fo be: pmd liy Lendcr (o the Seoru(nry,
or (i u monu\ly eharge insteud of nmortgags hsurinse preintvin if thie Seourity. Tidtruiant [y old: by thie:Seeretary,
I & redsoroblo gholiit to Yo dvtermingd by the Secralaty: Bxisepl forthe minthly ohiego by (it Secrelaiy, hese itens
are enlled *Bserow loms® il thy: sunis Pald fo Leader: dee galled. *Bygrow. Hunds, *

Lender imay; al any tinve, collect andd hofi:amounly for. Hscrow ftem [n aiy sggregate aronni not to-excaed the
ntasdmyisy ainount diat inay be required for Ddrrower's eserow necount ndér the Real Estale Setilenent Procedures
Act of 1974, 12 us.c §-2601. o[ seq.-aiid fmplementing regulations, 24 CFR Part 3500, a5 they: may: b amiended
froint Hrse to e (URESPA"), sxcept lfiat thiecushion or iseeve permlited by RESPA for unanticipated-dishursements
or tsbursenénts betore flie Borroiv's paymeils aré available i tlie nceount mny. mit be bused on dhtountd due for
the mortgnge hguranco premiva,

trthe wimoutlfa held by Lender for Bacrow licmy cxceed the amounls permiited (o he held by RESPA, Lender shall
wecaunt o Borrower. for the excess funds-as cequired by RESPA. 1€ e wiotinis o€ Tils Hekf by J-énder ut pny: e
A hot sulliclent to pay Wi Bacrow Tehis when due, Leniler may notify fhe Borrowver nid requles Uorrowcr {o:make:
up (e shioilags oy périnitted by RESPA.

‘T he Uscrow Funds ure: pledgcd a5 addiiional seourlty: for il suns seciired by il Securiiy: Insumncm 1€
Uorrawet tetiders to Lyader, i full payment. 6 Wl sush vurits, Borrower s arcount shalk ba oredited witli the binanes

Uarratvee hnlm]s
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remaining for all Instwilment items (a), (b), snd (¢) ndl any niorigage Insurance prentitim lastallment it Lender hus
not becomo obllgu!ed to pay to-the Secrétnry, and Lender shall promplly refund uiy oxcesy Ninds:to-Borraiwer,
Tmedialely pejor 1o u forsclosure salo of the Property or s ncquisition by Lemder, Borcowes's scsount shall bo
credlied with any balunce remalning for all instaliments for items (o), (b), and (). ' !

3 Appll:mon of Payments, All payments under poragraphs | and 2 sholl be upplicd by Lendér as follows;

PIRST, to the mortgage Insurance premium to be pafd by Lender to the Seretary or lo th monthly charge

by e Swrr,(ury instead of {lic monthly mortgwge fnsurance premiu;

;10:dny taxes, apectu] assegsments, lonsehold-ayments or ground roils, and five, flood and other
hazatd tsirance prenifums, ag required;

THIRR, o interebt dus wider the Note;

FOURTH, : smwrltfuton of tiz-principnl of the Note; and

“JIETH, (o lte chinrged: die undeh ihé Noto,

4 Fln, Rided anth Othor Hazard Insuraves, Dorrower shull [nsure all improvements. on ihi. Property,
whithier nobv.in dxistence or snb;cq\\cntly erected, agalnst any hazacds, casualiles, and sontingencles; lncluding fire,
for which. Lendée requirgs Insurance, ‘hls lnsumnce shiall: be majmialed in the smounty and far the perlods that
Lender requires.  Borvawisr shiall aléo tnsues aft Improvements on tie Propérty, whothek now (i exlstence oF
suhecquenlly ereoted, dgatist Jods by Nouds to-the oxtent required by the Secretary, All insuracico shall be enrtled with
compunies-ipproved by Lender, “The insurance policies and sny renswuls shiall be hcld by T.endor and shall fneluds
Josg pugahle olsgses I favor of, wnd in n form nceeptable to, Londer, A

Tn llie wvent of foss, Lorrawer shall glve Leader fmmedtate notice by muil, Lendor may make pxool of loss i not i
made promptly by Borrower, Hach Insuranee campairy concorned ly horeby authorlzed und dirscted to-maks poyment :
for such logs dirdetly 1o Lender, fustoad of to Dorrower and 1o Lender Joliiily, Al or any part of the lisarmee
proceeds may he spplied by Londur, et its option, elher (8) to the. reduction of the Indebtediosy under the Note and
this Segurlly. tisteutmont, Tirst 1o any delfuguent amauns upplied in the order i ‘paragriphi 3, sind therl to prepayment
of principsl, ar {b)-1o lhe restoration of repalr-of the aniuged Property. . Any, nppllcallon of the proceeds to the
pingipal stmll nitexiend o postpone the dug dite of the inortily paymenits whioh s referred to ln syagraphi 2, or
eliango e aniount of such payments, Any exetss tsurincs jroceeds over an amounk requived lo omsmnd(ng
Indobreduess urder the Note:and ihls Seciielty Instrumelit shall be.paid o thy enilty legally cn(lllcd_ﬂ\erq(o.

In the:svéni of foreclosure of tily Security Insteuntent ot other iranaferr of (ilg:to the: Properiy thiat extinguisliss
the indebiedness, oll right, Wil und Interest of Borrower tn and (o hisutance pollsles In forca slial) pats-to. (e
purchaser,

S Occupancy, reservation, Malnteannra und Protection uf thg Property; Borrower's:Louw Appitiestlony
Leaseholds, Barrower shall aecupy, ssinblish, und use the Property as Borrower's pifnelpid restdopee wylihsixty
duy after the execution of this Security Instrument (or within slxly days of u fater salé or (rigisfér ol ihe Propekty)
and. shatl cantinus to ocoupy: the Property-us Bortower's principal resldence for af Jeast:ane yoir ilier the daté of
oconphicy, unloss Lender detvrmines that requiremont will cnuss undue hardhip for Uorro‘vu. or unless extenuating
clecumstances exist which -are beyond Borrower's vontral,  Borroser siall notlfy Lender oftany uxlcnuui(ng
clredmstaripes. Dorrower shinl] not-commilt wasts or déstroy, daimago or substantinlly:chaiige: the Property’ or allow
the Property (o deteflorate, reasonable wear and (enr exbepled. Londer may: lnspcct the: Propérty: if the Propeny is
veeant orabsndoned-or the loan fs (i delnulh, Lcndarumy take reasoniblo getion fo proteot id preserys such vivhnt
or abundaned Property, Botrower shell also-be in defailt If Dorrawer, -durfng. he Toun upplkenon progess, gave
naterlally tilss or. Innecurate information or siatensenls to- Londer (or fuited o proyide Lender wuh’my imaforial
Informatiany I conncetlon with tfie loan cvldenced bi tie-Note, instudling, But ot llinited to, -réphéscalations
concerning normwa s oceupunsy of the Property us'a princlpal resldencs, TF (hls Secu:lly [nq(rument !n ono

1

Borrower Tuitialy! [,
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Jensehold, Borrower shull comply with the pravisions of (he lease. [f Borrower ncquires fee title to the Properly, the
Ieaschold and- fee titlo shall not be merged unless Lender agress 1o the merger in vyriting.

6 Cojidemnalion. Thy procecds of sny sward-or glalin for damages, direct or consequentiat, In connectlon
with wny cobdemuation or ather taking of any part of the Property, or for conveymnee {n place of condemintion, are
fereby assigned and-shafl be paid 1o Lender o the extent of the (il amount 61 e indetitedriass thal remalng unpald
under the Note and thls Security Instrument, Lender shall apply such proceeds o the reduction-of the Indstledness
under the Note and this Seeurity Iustrunsent, first 4o uny” delinquent wnouily upplied in- Uie ofder provided {n
paragraph 3 aad then to prepayment of prinioipal. Aty applleation of the proceeds. 18 tho principsl shil] ik extend
or postpony: e due dats of the monthly payménts, which sro vaferred tnfn parageaphi 2, or shange {he smoniof sueh
fiayments, Any excess procotds overin nioant reqiired to puy all outsiaiiding fidebtediess under the Note wird this
Security Jswunieni shiall-be pald 1o the entity legally biitltled Thereto, o .

7, Chargss to Dotrower i Protoction of. Lender's Wghts fn (he Property, Borrowar shall pay all
govarnnerisl:or munlefpal ohargos; fines and:hmposiiions tht are not Incliided i parugtaphi 2, Borrctwer shall pay
tlieye obligations on ltnvs directly 16 the entity which |s ewed tho payment, 11 fiilurd-io pay woild wdvoraely atfect
Lender's hterest In the Praperty, upon Lender's request Dorvower ahall promptly. fumish to Ledér recolpis
cvldencing these payménty,

[ Borrower {ofls to make these paynients or the paymenis requlced by paragraph 2, or (ailé o perfbend any othior.
govennnts and agfeements contained i thls Seourify bishuent, or there 18 u hegal proceeding Wit may significantly
affeet Lender's rights In the Praperty (siich.ns & proceeding in bankruptey, for condumnition or'to enforce Inws or
regulations); then Lender ny do and pay whutever Is nscessary to protect tho valise of the. Property and'Lendet's
rights in the Properly, Including payment of taxes, hazdrd insursnce ond ofher items mentloned in purageaph 2,

Any mmounts disbursed by Lender under this paragraph shall become xn addilionsl dobt of Barrower and be
secured by this Security Intrutment, ‘Fhese amonnts shalf baar Interest from the datoof dlsbursement at thie Nols rels,
and ul the option of Lender shinll b immediulely dus and pnyabld,

Borrower shall promptly dischargs any Tien which lias priority over thls Scourity Instrumient uiless Borrower:
{8} ogrees i wrlling to the payment ol the abllgatian secuced by the licn in-nrinnner acaspinble to' Lender;. (b conitests
in good fuill o lien by, or defondy wgalnst enforcemant of the lien In, legal procéedings whilch [ the Lenderts
optiion operale to prevent te snforcement of the Hen; or (o) secures fram 1he holder of ie- llen -t ngreemoni
solfafactary to Lender suliordinuiing the Hen 1o this Securlly tnsirument. {f Lender detertnings: Ukal any: putof the
Praperty Ts.swbjeet 1o # Uen whleh-nuy. sltain priorlty over this Seeurity Nistrument, Létidor iy glve Borraiver &
nutice Idcnﬂrylng" the Yo, Borrawer shiall suiisly the Tlon or take one or more of thesstions-sef rth nbave: within
10 duys of this.glving ol'natito,

8. Feas. Lemder may: collect foes and oharges authorfzed by the Secrotary.

9. Groundy for-Accelernflon of Debt.

(8) ‘Defuult, Loader may, except as limited by regulatians fssued by the Secrciary.in the case of payment
defults, require immediate prymentin full ofall sumy scoureid by this Seeurlly. Insirumant 11
() Dorrawer dofiully by faillng to pay In full any wonily. paginent requlfed by (hly Securlty
[nstrument prior fo oF on the dug date of (he next monthly paymeitt, or
(1) Borrower dofaufts by Talling, for o perfod of (hirty days, to-peiforn any othrer obligationy
! eaitained fif this Sevurlty Instrument, , i o
¢ (h) Sule Withgul Credit Approvil, Lender shall, (Fpermitted by opplicatle faw (inoluding section 341(d)
'u( the Oarn-St. Germain Dapasttory Instfiuttons Act of 1982, 12 UI8.C, H701j3(3%)- and. Veikhy: the: pilor
o approval of the Secretary, require inhiediate payntent in full of all siingistoured by thig Sccurily. gtrinieit [
' (1)~ AlL oy el uf the Property, or a hensficlal Infersst n a trust ownlrig afl ot gart of 1l Proporty, 13
s0ld or olberwive fraiisferved (other H\EII by devise or desceit), and

Uurrok\v:r nm‘mh@
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(1) The Proprty Is nol aceupled by the purchaser or grantee-ny bis or her privcipal residents, or the
purchiser or. grantea dovs so occupy the Property, but his o Wer-credlt ligs not been approved I
dicordance with tho requirentents of the Secretary.
() ‘Ni‘Walver. Ifelrelitistances vesur tiat would permlt Lender to requirs Immediate payment fn [ull
bul: Lénder do¢s ol n:qu{n.- such pyments, Lender does not waive its rights with redpect (o subsoqucrt:oveiy.
(d) "Regulitlons of HUD Secrétary, Tnmany effoumsiances regulaiions lssusd by the Sceretary will Minlt
Leiidersyights, liy e cage af paynicit defunlla, Lo réquirs immedlate poyment i full-and’ for¥clas If ot
i Tlm Seeunly Tns!rumunl does not-autharlze agtelernlion o foreelgsiire it ot pem\mcd by rcgulnﬂons
of e secumry
(O} “(glgu ‘Nat Tisured: Horrower- agrees Uit 7 this Security. Ins(runicn( fasd: e Nnte tire ni
delcrmlned 1o b o!lglblo for itance: wider um Nuflonal Houslng Act within, 60 DAYS
g l

FILLY gngo n\surdncc prem un‘l for thie’ Socrotaty,

10. Religfalonvent, Dotrower liag o nghl o be relistated 1f Lender has requhcd !mmedlale pnyment fii t3l
beeatige of Botraiver's failiiie to jpay an atoumt-due under the Noly or (his Sroiirlty Thsteament, This right npphes‘
even aiter toreclmuru proveedings are Insthated. 'To relhstale the Securlfy Thstrumei, ‘Borrower. shinl] {ender i a
Iump v wlk aimounts, redqulced fiy bring Rorrower's aceouiloreent includinig, 19 Ui extont they dre obllgnlfons ol
normwer undur‘(hls Security tnsfrument, l‘nruclosuru codts tind reawnnblc and cnslomnry anurnm‘- febs nnd oxpenses

fhe* oblxgn\lons;mnl lx seeures: s(mii rcmu!n i eneut 15 n‘rendu Imd no( rcqulh.d lmli\(udiﬂ(c puignt; i, ful
cepiled el !
lings whhm s yents lmmt:dmicly precedm L
préslude To i crcnl‘ground

tiitta o paynient e Sharwise: mrxmy wnivrifFation-of e suims seciired by this Secitr iy Ti I uny
deridnd made by the origioal Bocrowee or Borrdwer’ s suecessars livinterest. Any-forbéaraites by L em)er jiv oxercishig
tirty ¥ight or cermedy: shiall ot be u wiiiver Bior priscludu e exerciss of wny-rligt or remedy.,

12, Successors.and Assigng Rauird; Jole and-Several Linbllity; Co-Signau. Tho:covenants'sind dgrognmants
of this Secut ity Instruinnent shall blird and bienefit the vuceessors and assigng aCLenider ad Borrawoe; subjedt fo (e
provisions of piragraph 9(b). Borrawer'§-coveitaits aiid dgresments sholl be Joliieand several, Any Borrower ilio.
ca~slgny this- Security. Instrurent bug: tdoes ol axeeuts the Note: (a) Is coslgning ihils. Security Insteurierit onfy to.
"Wfsa% grantaid convoy thut Borrawer's hiterest i the Deaperty under- i térs of this bccun(y Tnstidment; (b)
I not personally obm,mm {0 pay the wumis'secured by (il .Scwrl(y Tostyufivedls andi¢eYagrees il Londur aid auy
other Borrower may-:dgres (o dxidnd, maodify, forbear of mpke any occmnmodnﬂuns witl rgard o (i’ fermis af thls
Sweinrity Idtrinient ot the Nete withou! trat Borrower's conent,

13, Nétlees, Ay notico’ to Barvowor provided for I this Sceurlty Indteaient shall be glven by doliveiing It or
by malling it by first closs mall unless applicalile faw requires use of snother methods Th nolico shall ba direeted

[brmwcr 'Tullln}/
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to the Property Address or any other address Borrower des?wles by notlee fo Lender. Any notice (o Lender shull
b giveit by first class afl to Lender's address stated herein o any addvess Lerider designntes by nollce to Bortower,
/\ny notice provided for b this Securlty Tnsiruinent sholl.bs deemed to havo beeri given to Borrower or Lcnder when
given a8 provided In Ihls parigraph,

1. Governfng Lawwy Severabbity, This Seeurity Instrumnent ahall be ;,owmod by foderal law nnd the lasy of
the Jurisdiction in which the Propesty is located. In tlie event that any provision or claussotithis Secueity Instrument
or {he-Note canllicts with npphcablc Iaw,. sucly confllet shall not affeet ofher provisigns. of this Secuyily Tnstrument
of the Nots whlcr can begiven effect withour the confiicting provislon, To.(1ls eifd the provitlons of’lhl: Securlty
Inatrumént andthe Note nte declired ta bio severablo.

1S, ‘Borvowsr's Copy. Botrower.shal] be glven one confornted copy uf the Note drid of this Security THsteumont,

16, Haxdrdous Subitn umf. Birtdwer shall ol eiitse of permit thid presence, sz, dispostl sordge; of ejease
o any Hazardows § Subjlances on'or v the Tropsrly, ‘Borrgwor shull not do, nor llowy shyens alsé o do, anyihlig
alfecting the: Property thit 15 ln wo!uthsn of vy Bnvironmentil Law. Tho preceding e sentences shinll nobapply
to. tie presencs, wsb, or slortge on the Property of smoll quaniities of Tizardous. Sibistances thiit ao geherally
recognlzed to be approprinla to. normal residential uses:and to malntenance oF the Property. '

Barrawer shiall prainplly glvs Lender writteh noliés of iny frivesilgiiion, ‘slafeiy demand, liwsuit or atlict sotisi
by any govermmental or reguilalory ugency or privale party ivalving (he Peojieety and any: Hazardnus. Substance or
Ravironmental Law of which Barrower has getual kitowledge. If Borrower learis; or Is notitied by sny. goverimental
ot vegulatary authority, il sny removal or olher remédiation of any ![aulrdouq Subslwices:diTedting (s Pragerty
s necessary, Bormwcl' shall promptly 1ake all necessary retedisl actions ilv dccarddnice wilh Biivicotmatital-Law,

As used In tidy parngraph 16, "Hazrdous Subsidnces® nro (hose subjlonces: doflned ns toklo o¢ K iardous
substanges by Bivirounienial Law and {he following subsianees: gmlhm, komsenu. ather’ flammable or- toxic
petrofeum prodircts, foxlo pcsucldns and Herbieldes, volatile solvonty, maturlals. conlunuuz asbestos orformaldeliyds,
und radigaciive miaterinls, ‘Ag used I this paiigraph 16; “Brivironmenisl Law" inenns federal laws nd fasvs af the
qud(c(lon witers {ho Property Is locoled thut refule o hmhfn safely or uuvlronmw\(al protection:

NON- UNII{'ORM COVENANTS, Burrower and Lender furthor coveriant.and dgres a5 rollow:.

17, Avstgiujent of Rengs, . Borrawer unconditionally: sendér all e
of the Praperly, Borrowsr mnhorlm Lendor or Londet's agai ity
cuch tenant of the: Property to pay the renta o Leirder op Lend:r ¥ aganld, * Flowaver; prl
Borrowdr of Dorrchr ¢ bireneliof ony.coveiiaiit-or agrcorion i the Security. Tnsteament;” Borrowor
fecelve il rents.and rovemineg of the’ l’roperly B8 trustee oy Uiip bieneflt of Lendae and: Boerosver, Titly n.sa!gnmon( of
renls constiiu(és ai nBsoluts assignment and not an assiginient for sdditiond! seetirliy anly,

I Lender glves ndtles of breach to Borrower: (a) all vems received by Borrower. shall: be held by Borrower iy
trugteo for i)cncf‘l of Londtr onty, 1o be applled 1o e sums securred by this Seeurlly tstesmments (b) Lender shall be
entitled tocaflect snd recelye afiof the remts o the roperty; wid (¢) encli tenint of the Troperty shinll pay all reais
due and ur\fmd {6 Lender or Lendar's sgenton Lender's written demand fo the tenfnt.

Borrower hias not excewted niy prior-assignmiit of the rents and hes not andwill not perforiy any act thiat would
prevent Leador fram oxorefahng its elghty under this paragruph 17,

Lender shull not bu required to eiiter upod, luko conltrol of or maintain the Property bofore ar after glving notlcs
ol breash fo Boreower. However, Lendor or o Judisinlly nppointed revelver may do saal uny tifio tieip is a biregsh,
Ariy-spplication of rents shall not curs or waive any defalior jovalidate anly oifter rfghz or'remedy o[‘fundor. Tiis
assignment of rénts of the Property shialt tariivate svheir Bis-dibt secirnd by tia Seatielly Taglrument Iy pild:f il

18, Poiscioiprs Procedure, TFLenler recu)res Inimedinde pnyment In fult under pmnzn\pll 9 Leitdér' miy
l’unecluze e Securliy Tostrument by Judlelsl proceéding, Lender sitsll o enlitled 1o colivet ‘mi expenses

FiA F ummfér- s BatMagles €A $00-441-1361
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fncurred fn pursuing the yemedies provided In thls paragraph 18, tncladhug; but ot limlited to, roasonable
uttorneys” feesind costs.of title cviitunce L

1f flie Lender's interest In thly Sccurity Iustruiment I held by (he Seeretary and (he Seeratary requives
tmedlite payiiant In (ull under pitagraph 9, the Seerelary moy involio the aonfudiclat posyel of sale provided
In the Siagle Tamily Mbrtgage foreclosurs At of 1994 ("Act") (12 U.S.C. 3751 gf geip) by requesting
l‘orcclosurp'connu(sslouc designated underthe Agt te commence forcelosurg:and to sell the Property as provided
In the Act! Nothlag ltl {lie preceding senteiice shull deprive fhe Seereiary-of ¥y rghts otherwlss valiable to
n-Lander tndes thils paragraph (8 or appllesble Jaw,

19, Welesse. Upon payment of all sums secured by this Securlty Insirument, Lender. shull release this Security
Instrument, Borrower shall pay any recordation custs, Lender muy charge Borrower a feo for refeestig 1hiy Securlty
Tnstrument, butonly if the fos 1s pald to o third parly for serviges renderéd and tho-charging of tho fed is permitted
under appiteable lsw, oo

10, Attornsys' Ve, As-used [ this Seeurity Instrument ond (e Note, atoriteyd Fess. shinll-Jnclude, thoso
uwrded by wrappellito-eourt and any sttorneys’ fecs itjrred ina bunkruptey: proceeding. )

21, Ridery to thls Security Instrument, T one or niore riders are sxeouted by Borrayvor and recorded together
wlll his. Security. fustiunnent, the covenants of each such*rider shall s Incorporated fivd ‘sid shall wiviend and
supplement il cavensuls aid agreements of this Scenrily Ins'irulmanl os IF the rldei(8) were b part of this Scourity

[nstruiment,
[Check applicnble box(es)),
(] Condominiun Rider {7} Genduated Paymont Rider ] Growlug Baully Rider
(K Planned Unit Dovelopment Rider ) Adjustable Rale Rider C] fehablfitation Loan Rlder
0 NnF-O\vnor Ocoupancy Rider [ Other (3pecify)

' (REMAINDER OF THIS PAGE INTENTIONALLY LEFT BLANK]
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BY-SIUNING BELOW, Borrawer uccepsand ngrees (o'the ternis contained tn pages I through 9 of this Secarity
Instrument and it any rider(s) excouted by Borrower und recorded with 1t

ST, )

ROBINMCNE. Durr oiver Borrower
2251 TRAD""WINDJ DRIVE, .
KISSIMWEE, FLORIDA 34746

(Seal) : i ; (Senl)‘
Borro wer Borrower ol

Seal I 1.1
Bcngowcl2 ‘Borrawer

. ,
\\!i(n';x: )

;Auyo}o RUE- A/J '
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[8puce Below Thia Lina Far Apknow ladgment )
STATE O FLORIDA

county o _QrGNge , .
‘J 1 Detembrr, WG
Tho foregoing instrument wos acknowledged bofore me this dey of 2 ECF L____._/

by ROBTN MCNEIL

wha is personally known to me or who has produced Qﬂfl Vprj // "’1//)‘36-'

(Type v(l!k[\(iﬁﬂ'llon)

s {denufiention,

t . o
e s /

Stgnniure
q ik, WALESKA GRYT » gnaius
€77 NN Notary pudlte  Stale of Flaids P |
ok J07 v conilsaion Explres Ausd, 208 WALESKA CRUZ
RS 00 50549 HU
[ . ’{'ﬂ,‘?...'-\\* Commivston 09 5? ‘0 P Tt Nomry
(8eal) Tile

Serial Number, if'any
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