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Phone: 732-363-0666

Email: chealy@bathweg.com

Counsel for Plaintiff
IN THE UNITED STATES DISTRICT COURT
FOR THE DISTRICT OF NEW JERSEY

Case No.

MARK SMITH, on behalf of himself
and all others similarly situated,

Plaintiff,
CLASS ACTION
V. JURY DEMAND

SPECIALIZED LOAN SERVICING, LLC,
And AMERICAN SECURITY INSURANCE
COMPANY,

Defendants.
/

CLASS ACTION COMPLAINT

Plaintiff Mark Smith (“Plaintiff”) files this class action complaint on behalf of himself
and all others similarly situated against SPECIALIZED LOAN SERVICING, LLC (“SLS”) and
AMERICAN SECURITY INSURANCE COMPANY (“ASIC”).

INTRODUCTION

1. Undersigned Counsel have been litigating force-placed insurance (“FPI”) class
actions against insurance company Assurant and its subsidiaries (here, Defendant ASIC) for

more than six years in the Southern District of Florida and District of New Jersey. These FPI
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cases have been the subject of two different Multi District Litigation Panel (“MDL”) hearings
and have included the discovery of thousands of pages of documents and dozens of depositions.
In early 2011, Undersigned Counsel filed the first of this wave of FPI cases in the Southern
District of Florida, Williams v. Wells Fargo Bank, N.A., No. 11-cv-21233-RNS (S.D. Fla.). The
Williams case was certified, eventually settled and was granted final approval on September 11,
2013.

2. Undersigned Counsel subsequently filed additional nationwide class actions and
have been appointed Co-Lead Counsel in the Southern District of Florida' and in the District of
New Jersey” against many of the major mortgage lenders and servicers and their partner insurers.

These cases were very actively litigated and Undersigned Counsel have now reached nationwide

"Undersigned counsel have been appointed co-lead counsel and final approval was granted in the
settlements for the following force-placed insurance cases in the Southern District of Florida:
Saccoccio v. JPMorgan Chase Bank N.A., No. 13-cv-21107 (S.D. Fla.); Diaz v. HSBC Bank
(USA), N.A., No. 13-cv-21104 (S.D. Fla.); Fladell v. Wells Fargo Bank, N.A., No. 13-cv-60721
(S.D. Fla.); Hamilton v. SunTrust Mortg., Inc., No. 13-cv-60749 (S.D. Fla.); Hall v. Bank of Am.,
N.A., No. 12-cv-22700 (S.D. Fla.); Lee v. Ocwen Loan Servicing, LLC, No. 14-cv-60649 (S.D.
Fla.); Braynen v. Nationstar Mortg., LLC, No. 14-cv-20726 (S.D. Fla.); Wilson v. Everbank,
N.A., No. 14-cv-22264 (S.D. Fla.); Montoya v. PNC Bank, N.A., No. 14-cv-20474 (S.D. Fla.);
Almanzar v. Select Portfolio Servicing, No. 14-cv-22586 (S.D. Fla.); Jackson v. U.S. Bank, N.A.,
No. 14-cv-21252 (S.D. Fla.); Circeo-Loudon v. Green Tree Servicing, LLC, No. 14-cv-21384
(S.D. Fla.); Beber v. Branch Banking & Trust Co., No. 15-cv-23294 (S.D. Fla.); Ziwczyn v.
Regions Bank, No. 15-cv-24558 (S.D. Fla.); McNeil v. Loancare, LLC, No. 16-cv-20830 (S.D.
Fla.); Edwards v. Seterus, Inc., No. 15-cv-23107 (S.D. Fla.) Cooper v. PennyMac Loan
Servicing, LLC, No. 16-cv-20413 (S.D. Fla.). In addition, preliminary approval has been granted
in McNeil v. Selene Finance, LP, No. 16-cv-22930 (S.D. Fla.) and Strickland v. Carrington, et
al. No. 16-cv-25237 (S.D. Fla.).

* Undersigned counsel were also appointed co-lead counsel, and final approval was recently
granted, in Gallo v. PHH Mortgage, No. 12-cv-01117 in the District of New Jersey. Counsel
have also been actively litigating force-placed cases in the District of New Jersey. In addition to
this and the three other related cases that are being filed pursuant to the Order in Quarashi v.
Caliber Home Loans, No. 16-cv-09245 (D.E. 91), undersigned counsel litigated the matter in
Bowles v. Fay Servicing, No. 16-cv-02714 (D.N.J.) (ultimately settled as part of the Strickland
matter) and have recently filed a nationwide action against Champion Mortgage and its force-
placed providers. See Leo v. Champion Mortgage, No. 17-cv-05839.
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settlements in most of those cases certifying nationwide classes and providing more than $5.2
billion in monetary relief to over 4.7 million homeowners across the country, plus important
injunctive relief which has helped to put an end to most of the alleged unlawful practices for at
least five years.

3. Defendants’ main defense in nearly every one of the cases has been that the filed-
rate doctrine acts as a complete ban to all of plaintiffs’ causes of action. However, this argument
has been expressly rejected by the Third Circuit and the district courts in the circuit.” This case
is brought mainly to recoup monetary damages that was suffered by the customers of SLS, which
worked exclusively with Assurant’s subsidiary ASIC to impose illegal and undisclosed charges
on Plaintiff and the proposed class during the relevant time periods.

PARTIES
Plaintiff

4. Plaintiff Mark Smith was charged for force placed insurance by Defendant SLS.
Mr. Smith is a citizen of the State of New Jersey, residing at 17 North Brown Street, Gloucester
City, New Jersey. He is a natural person over the age of 21 and is otherwise sui juris.
Defendants

5. Defendant AMERICAN SECURITY INSURANCE COMPANY is a Delaware
corporation and an indirect subsidiary of Assurant Inc., writing force-placed insurance policies in
all fifty states and the District of Columbia with its principal address in Atlanta, Georgia. ASIC
often operates under the trade name “Assurant Specialty Property.” ASIC contracts with the

lenders to act as a force-placed insurance vendor and take over certain mortgage servicing

> See e.g., Alston v. Countrywide Financial Corp. (3d Cir. 2009); Burroughs v. PHH Mortg.
Corp., No. 15-cv-6122 (D.N.J.); Xi Chen Lauren v. PNC Bank, N.A., No. 2:13-CV-762
(W.D.Pa.); Gallo v. PHH Mortg. Corp., No. 12-cv-01117 (D.N.J.); Weiss v. Bank of Am. Corp.,
No 15-cv-62 (W.D. Pa.); Santos v. Carrington Mortg. Servs., LLC, No. 2:15—cv—-864 (D.N.J.);
DiGiacomo v. Statebridge Co., LLC, No. 14-cv-6694 (D.N.J.).
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functions. Its duties include, but are not limited to, tracking loans in its mortgage portfolio, new
loan boarding, loss draft functions, escrow analysis, handling customer service duties, and
securing force-placed insurance policies on properties when a borrower’s insurance has lapsed.

6. Defendant SPECIALIZED LOAN SERVICING LLC is a mortgage servicer and
collections entity. SLS is a Delaware Limited Liability Company headquartered in Highlands
Ranch, Colorado. SLS conducts business throughout the United States, including in this District.
Indeed, SLS has filed multiple foreclosure lawsuits against borrowers (many of them sure to be
putative class members) in state courts within this District.

BRIEF BACKGROUND ON FORCE-PLACED INSURANCE

7. SLS has had arrangements with ASIC and its affiliates for many years whereby
ASIC performs many of SLS’s mortgage-servicing functions and is the exclusive provider of
force-placed insurance coverage for homeowners with mortgage loans owned or serviced by
SLS.

8. In exchange for providing ASIC with the exclusive right to monitor SLS’s
mortgage loan portfolio and force-place its own insurance coverage, ASIC pays SLS gratuitous
kickbacks that are mischaracterized to borrowers as legitimate compensation. These kickbacks
include, but are not limited to, one or more of the following: (1) unearned “commissions” paid to
an affiliate of SLS for work purportedly performed to procure individual policies; (2) “expense
reimbursements” allegedly paid to reimburse SLS 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 ASIC performs for SLS. These kickbacks effectively constitute a rebate to SLS on

the cost of the force-placed insurance that is not passed on to the borrowers.
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0. Despite representations to borrowers that they will only be charged for the cost of
insurance coverage, and provisions in the mortgage contracts binding it to do so, SLS charges
borrowers the cost of coverage plus the amount of the kickbacks; it does not, that is, pass these
rebates on to the borrower. SLS deducts the initial, pre-rebate amount from borrowers’ escrow
accounts, and attempts to disguise the kickbacks as legitimate by mischaracterizing them as
income earned by SLS.

10.  These exclusive and collusive relationships have resulted in extraordinary profits
totaling millions of dollars for SLS and ASIC.* While many banks and insurance entities have
ceased these practices as a result of class action lawsuits brought nationwide and various state
and federal investigations, this class action has been brought to: (1) adequately compensate SLS
homeowners for their economic losses, and (2) enjoin such practices by these Defendants in the
future.

11.  Lenders and servicers, like SLS here, force place insurance coverage when a
borrower fails to obtain or maintain proper hazard, flood, or wind insurance coverage on the
property that secures his or her loan. Under the typical mortgage agreement, if the insurance
policy lapses or provides insufficient coverage, the lender has the right to “force place” new
coverage on the property to protect its interest and then charge the borrower the cost of coverage.
SLS’s force-placed insurance scheme takes advantage of the broad discretion afforded the
lenders and servicers in standard form mortgage agreements.

12. The money to finance force-placed insurance schemes comes from unsuspecting

borrowers who are charged more than the cost of coverage for force-placed insurance by lenders

* These extraordinary profits are demonstrated by the extremely low loss ratios for the force-
placed insurance product — typically in the range of 20-30%. Loss ratios on homeowner’s
voluntary insurance is typically above 50%.
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or servicers. Borrowers are required to pay the full amount that the lender or servicer initially
pays to the insurer — here ASIC and affiliates — despite the fact that a considerable portion of that
amount is kicked back to the lender or servicer in the manner described above. SLS gets the
benefit of an effective rebate from ASIC which it does not pass on to the borrower. Instead, it
charges the borrower the full amount, purportedly for the cost of insurance coverage. Lenders
and servicers, including SLS, and their exclusive force-placed insurers reap these unconscionable
profits entirely at the expense of the unsuspecting borrowers.

13. At a hearing on force-placed insurance held by the National Association of
Insurance Commissioners (“NAIC”), Birny Birnbaum, the foremost expert on the force-placed
insurance market, illustrated the staggering growth in profits that FPI schemes have reaped in

recent years:’

LPI Premiums Have Quadrupled Since 2004

Gross Written Net Written

Premium Premium
Year (S Millions) (S Millions)
2004 $1.485 $796
2005 S1.832 $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 QBE

CEJ LPI Presentation to NAIC 13 August 9, 2012

14. Assurant, Inc. (“Assurant”) which works through its subsidiaries, like ASIC, is

> This graph and the ones that follow were taken from Mr. Birnbaum’s presentation to the NAIC
on August 9, 2012. The presentation is available at:
http://www.naic.org/documents/committees c¢_120809 public_shearing_lender placed_insuranc
e_presentation_birnbaum.pdf.
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one of the primary insurance companies and controls the majority of the market for force-placed
insurance. As shown below, Assurant held 58.6% of the nationwide market share for force-
placed insurance in 2011. Together, Assurant and QBE/Balboa,® the other major insurer with a
significant market share at that time, controlled 99.7% of the market in the same year, and held
no less than 96.1% of the market between 2004 and 2011. Mortgage lenders and servicers
sustain the insurers’ monopoly by agreeing to purchase all force-placed insurance from the two
insurers in exchange for kickbacks and other benefits.
Assurant and QBE Are the Market for LLPI:

Countrywide Market Share

Assurant +

Year Assurant QBE/Balboa QBE/Balboa
2004 68.2% 29.8% 98.0%
2005 69.7%0 26.4% 96.1%%0
2006 79.2% 19.5% 98.7%%0
2007 74.0% 25.4% 99 4%
2008 74.2%0 25.5% 99.7%
2009 57.2% 42 4% 99.7%
2010 56.2% 43.5% 99.7%
2011 58.6% 41.1% 99.7%
CEJ LPI Presentation to NAIC is8 August 9, 2012
15. It is no surprise that Defendants’ practices have come under increased scrutiny in

recent years by the government and regulators. For example:

° On March 21, 2013, the New York Department of Financial
Services’ (“NYDEFS”), investigation into force-placed insurance practices
“produced a major settlement with the country’s largest ‘force-placed’
insurer, Assurant, Inc. . . . [The settlement] includes restitution for
homeowners who were harmed, a $14 million penalty paid to the State of
New York, and industry-leading reforms that will save homeowners,
taxpayers, and investors millions of dollars going forward through lower

°In 2015, QBE sold its force-placed insurance business to National General Holdings Corp.
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rates.”’  Further, under the Consent Order entered, Assurant and its
subsidiaries (including ASIC and SGIC), are prohibited from paying
commissions to any servicers or entity affiliated with a servicer on force-
placed insurance policies obtained by the servicer.  See Assurant &
NYDEFS Consent Order, Mar. 21, 2013, at 9.

J At the NYDFS hearings on May 17, 2012 related to the force-
placed insurance market, the Superintendent of Financial Services,
Benjamin Lawsky, stated that the 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 . . ..
o The National Association of Insurance Commissioners (NAIC)
also held hearings on force-placed insurance in August 2012 which
included a discussion of “reverse competition” in the force-placed
insurance market. The NAIC’s website explains:

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 obligated to pay the cost of 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 lowest
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."

. The Consumer Financial Protection Bureau’s new regulations on
force-placed insurance became final on January 17, 2013 and prohibit

7 See Cuomo Administration Settles with Country’s Largest Force-Placed Insurer, Leading
Nationwide Reform Effort and Saving Homeowners, Taxpayers, and Investors Millions of
Dollars, Dep’t of Fin. Servs., Mar. 21, 2013, available at,
http://www.dfs.ny.gov/about/press2013/pr1303211.htm.

8 See http://www.naic.org/cipr_topics/topic_lender placed insurance.htm.
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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.’

° 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."

o In 2016, Assurant entered into a settlement agreement with state
regulators in accordance with a multistate market conduct examination.
Among other things, Assurant and its subsidiaries are required to pay
approximately $85 million to the participating jurisdictions and modify
their FPI business practices.

16.  Defendants’ self-dealing and collusion in the force-placed insurance market has
caused substantial harm to Plaintiff and the proposed classes he seeks to represent. This class
action seeks to redress that harm on behalf of Plaintiff and the proposed class members and to
recover all improper charges they have incurred related to the forced placement of insurance by

SLS and ASIC.

JURISDICTION AND VENUE

17. 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.).

18. Plaintiff is a citizen of the State of New Jersey with property in New Jersey.

Defendants are citizens of various states but are registered to do business in the aforementioned

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

10 See https://www.fanniemae.com/content/announcement/svc1327.pdf
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states. The amount in controversy exceeds $5,000,000 and there are at least one hundred
members of the putative class.

19. This Court has jurisdiction over Defendants because they are foreign corporations
authorized to conduct business in New Jersey, are doing business in New Jersey, and have
registered with the State of New Jersey, or do sufficient business in New Jersey, have sufficient
minimum contacts with New Jersey, or otherwise intentionally avail themselves of the New
Jersey consumer market through the promotion, marketing, sale, and service of mortgages or
other lending services and insurance policies in New Jersey. 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.

20. In addition, this Court has subject-matter jurisdiction under CAFA because the
amount in controversy exceeds $5 million and diversity exists between Plaintiff and the
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).

21. Venue is proper in this forum pursuant to 28 U.S.C. § 1391 Defendants transact
business and may be found in this District. Venue is also proper here because at all times
relevant hereto, Plaintiff Smith resided in the District of New Jersey and a substantial portion of
the practices complained of herein occurred in the District of New Jersey.

22. All conditions precedent to this action have occurred, been performed, or have
been waived.

FACTUAL ALLEGATIONS

23. Permitting a lender to forcibly place insurance on a mortgaged property and

10
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charge the borrower for the cost of the coverage is neither a new concept nor a term undisclosed
to borrowers in mortgage agreements. The standard form mortgage agreements owned or
serviced by SLS 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 coverage on the
property securing the loan, and in the event the insurance lapses, permit SLS to obtain force-
placed coverage and charge the borrower for the cost rather than declare the borrow in default.
24, What is unknown to borrowers and not disclosed in the mortgage agreements is
that SLS has an exclusive arrangement with ASIC and its affiliates to manipulate the force-
placed insurance market and charge borrowers more for FPI than permitted by the mortgage
contract. SLS pays ASIC premiums for master group policies which cover SLS’s entire portfolio
of mortgage loans, and ASIC then kicks back a fixed percentage of the premium amount to SLS,
providing it a rebate on the cost of coverage. The kickbacks—which are entirely gratuitous and

99 ¢¢

unearned—are disguised as “commissions,” ‘“qualified expense reimbursements,” or ceded
reinsurance premiums, and other unmerited charges. SLS then charges borrowers the full, pre-
rebate amounts, despite covenants in its mortgage agreements and representations in notices
mailed to borrowers that they will be charged only the “cost of insurance coverage” for force-

placed insurance.

The Force-Placed Insurance Schemes

25. ASIC has entered into exclusive arrangements with SLS to provide various
mortgage servicing functions at below cost; mortgage servicing functions that are properly SLS’s
responsibilities and that SLS is paid to perform by the owners of loans. ASIC also contracts to
monitor SLS’s mortgage loan portfolio and force-place insurance when an individual borrower’s
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voluntary policy lapses, both obligations properly borne by SLS. In addition to the subsidized
mortgage services SLS receives from ASIC, a percentage of borrowers’ force-placed insurance
charges are “kicked back” and paid directly to SLS.

26. The scheme works as follows. SLS contracts for ASIC to take over various
mortgage servicing functions and for a master insurance policy that covers its entire portfolio of
mortgage loans. In exchange, ASIC and its affiliates are given the exclusive right to be the sole
force-placed insurance provider on property securing a loan within the portfolio when the
borrower’s insurance lapses or SLS determines the borrower’s existing insurance is inadequate.

27.  ASIC and its affiliates monitor SLS’s loan portfolio for lapses in borrowers’
insurance coverage. Once a lapse is identified, an automated cycle of notices, purporting to
come from SLS but actually generated by ASIC, is sent to the borrowers to inform them that
insurance will be purchased and force-placed if the voluntary coverage is not continued. In
reality, however, the master policy is already in place and SLS does not purchase a new policy
on the individual borrower’s behalf, rather, a certificate of insurance from the master policy is
automatically issued by ASIC. If a lapse continues, the borrower is notified that insurance is
being force-placed at his or her expense.

28.  No individualized underwriting ever takes place for the force-placed coverage.
Insurance is automatically placed on the property and the inflated amounts, including the
unlawful kickbacks, are charged to the borrower. In many instances, the insurance lapse is not
discovered for months or even years after the fact. Despite the absence of any claim or damage
to the property during the period of lapse, coverage is placed on the property and the borrower is
charged for the “cost” of the retroactive coverage.

29. SLS then pays ASIC for the certificate of insurance, which issues from the
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already-existing master policy. SLS’s obligation to pay ASIC for the force-placed insurance
arises from the agreements between SLS and ASIC, which govern the mortgage servicing
functions that ASIC performs as well as the procurement of the master policy, and are executed
and already in place before the borrower’s coverage lapses.

30. Once coverage is issued and SLS has paid ASIC the full amount invoiced, ASIC
kicks back a set percentage of that amount to SLS without SLS performing any functions related
to the placement of coverage or servicing of the borrower’s loan. The kickbacks paid to SLS or
its affiliates are disguised as “commissions,” “reinsurance payments,” or “expense
reimbursements.” Upon information and belief, any SLS affiliate that receives the kickback
passes along that payment to SLS sometimes in the form of “soft dollar” or other similar credits.

31.  The payment is not compensation for work performed; it is an effective rebate on
the premium amount, reducing the cost of coverage that SLS pays to ASIC. 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 SLS or its affiliates related to the placement
of the insurance; they are unlawful kickbacks to SLS for the exclusive arrangements to force-place
insurance.

32. The money paid back to SLS and its affiliates is not given in exchange for any
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, ASIC, in letters purporting to come from SLS,
will often disclose to the borrower that SLS or its affiliates may earn commissions or
compensation as a result of the forced placement of new coverage. In reality, however, no work
is ever done by SLS or its affiliates to procure insurance for that particular borrower because the
coverage comes through the master policy already in place — and the process is largely

13
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automated by ASIC. As a result, no commission or compensation is “earned” and, in addition,
neither SLS nor its affiliates incur any costs in relation to force-placing insurance on any
particular borrower and therefore no “expense reimbursement” is due.

33. Once the certificate of insurance is issued on an individual borrower, SLS then
charges that borrower the full, “pre-rebate” amount for the coverage while purporting to charge
the borrower the cost of the insurance coverage in keeping with the borrower’s mortgage
agreement. The inflated amount 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.

34.  Under this highly profitable force-placed insurance scheme, SLS is incentivized
to purchase and force-place insurance coverage with artificially inflated premiums on a
borrower’s property because the higher the cost of the insurance policy, the higher the kickback.
And, as a result of the kickbacks, SLS effectively pays a reduced amount for force-placed
insurance coverage but does not to pass these savings on to its borrowers.

35.  ASIC and SLS also enter into agreements for ASIC to provide mortgage servicing
activities on SLS’s loan portfolio at below cost. These activities include, but are not limited to,
services such as new loan boarding, escrow administration, and loss draft functions — many of
which have little or nothing to do with force-placed insurance. ASIC offers to take on these
mortgage servicing functions — which are SLS’s responsibilities pursuant to its agreements with
the owners of the loans — at a discount to maintain its exclusive right to force-place insurance on

SLS borrowers. Indeed, ASIC does not perform these services for SLS without also being the

11 .
On some occasions, when a borrower does not have an escrow account, an escrow account
with a negative balance is created and the borrower is charged to bring the balance to zero.

14
10P4321



Case 3:17-cv-06668 Document 1 Filed 09/01/17 Page 15 of 48 PagelD: 15

exclusive provider of force-placed insurance.

36.  The full cost of the servicing activities is added into the force-placed amounts
which are then passed on to the borrower. ASIC and its affiliates are able to provide these
services at below cost because of the enormous profits they make from the hyper-inflated
amounts charged for force-placed insurance. However, because insurance-lapsed mortgaged
property typically comprises only 1-2% of the lenders’ total mortgage portfolio, the borrowers
who pay the charges from the lenders unfairly bear the entire cost to service the entire loan
portfolio — despite many of the services having nothing to do with force-placed insurance. These
charges, passed on to Plaintiff and the proposed Class members, are not properly chargeable to
the borrower because they are expenses associated with the servicing of all the loans and SLS is
already compensated for these activities by the owners of the loans (e.g., Fannie Mae).

37. The small percentage of borrowers who are charged for force-placed insurance
shoulder the costs of monitoring SLS’s loan portfolio, effectively resulting in a kickback.

38. In addition, upon information and belief, ASIC enters into essentially riskless
“captive reinsurance arrangements” with affiliates of SLS to “reinsure” the property insurance
force-placed on borrowers. A 2012 American Banker article illustrated this reinsurance problem
using JPMorgan Chase’s program 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 DFS. . ..

Of every hundred dollars in premiums that JPMorgan Chase borrowers
pay to Assurant, the bank ends up keeping $58 in profit, DFS staff
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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, May
18, 2012, available at http://www.americanbanker.com/issues/177_97/chase-reinsurance-deals-
regulator-attack-1049460-1.html.

39. SLS’s reinsurance programs are simply a way to funnel profits, in the form of
ceded premiums, to SLS at borrowers’ expense. While reinsurance can, and often does, serve a
legitimate purpose, here it does not. On information and belief, SLS or its affiliates enter into
reinsurance agreements with ASIC that provide that ASIC will return to SLS significant
percentages of the force-placed insurance charges by way of ceded reinsurance premiums to
SLS’s affiliates or subsidiaries — which in turn pass on these profits to SLS. The ceded
premiums are nothing more than a kickback to SLS and a method for SLS to profit from the
forced placement of new coverage. Indeed, while SLS or its affiliates purportedly provided
reinsurance, they did not assume any real risk.

40. The amounts charged borrowers are also inflated by the interest that accrues on
the amounts owed for force-placed coverage; when SLS adds charges for force-placed insurance
to a homeowners’ mortgage loan balances, it increases the interest paid over the life of the loan
by the homeowners to SLS.

41. The actions and practices described above are unconscionable and undertaken in

bad faith with the sole objective to maximize profits. Borrowers who for whatever reason have
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stopped paying for insurance or are under-insured on mortgaged property are charged more than
SLS’s cost of coverage force-placed insurance. These charges cover undisclosed kickbacks to
SLS or its affiliates (who, as described above, perform little to no functions related to the force-
placement of the individual policies), as well as the cost of captive reinsurance arrangements,
and discounted mortgage servicing functions.

42.  Borrowers have no say in the selection of the force-placed insurance carrier or the
terms of the force-placed insurance policies. Force-placed policies are commercial insurance
policies with premiums intended for all lender or servicer clients of ASIC and are meant to
protect their interest in the property.'*> The terms are determined by the lender or servicer and the
insurers.

43.  Plaintiff here does not challenge SLS’s right to force place insurance in the first
instance. Plaintiff challenges Defendants’ manipulation of the force-placed insurance market
with an eye toward charging borrowers more for force-placed insurance than is authorized by
their mortgage contracts, using unlawful kickback arrangements to cast the illegitimate excess
charges as costs related to procuring coverage. Lenders or servicers, like SLS, are financially
motivated to select the insurer, like ASIC, that offers them the best financial benefit in the terms

2 e

of “commissions,” “expense reimbursements,” discounted mortgage servicing functions, or
ceded reinsurance premiums.

44. This action 1s brought to put an end to Defendants’ exclusive, collusive, and
uncompetitive arrangements. Plaintiff seeks to recover the improper charges passed on to it and

other borrowers nationwide through his claims for breach of contract, breach of the implied

covenant of good faith and fair dealing, unjust enrichment, tortious interference with a contract

“Indeed, ASIC’s master insurance policy is entitled “Mortgagee Interest Protection.”
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or advantageous business relationship, and violations of the federal Truth in Lending Act
(“TILA”), and Racketeer Influenced and Corrupt Organizations Act (“RICO”), and New Jersey’s
consumer protection statute.

Plaintiff Mark Smith

45.  Plaintiff Mark Smith took a mortgage loan from Countrywide Home Loans, Inc.
on a property in Gloucester City, New Jersey on February 28, 2007. Shortly after Mr. Smith
purchased his home, all loan-servicing obligations and liabilities relating to the forced placement
of insurance were assigned to SLS.

46.  Mr. Smith’s mortgage contract included the following provisions regarding force-
placed insurance:

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 flood 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
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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, (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 forfeiture, 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.

Mr. Smith’s mortgage contract is attached as Exhibit A.

47.  During the course of his ownership of the property, Plaintiff Smith’s voluntary
hazard insurance policy lapsed. Plaintiff Smith received a letter on SLS letterhead advising him
of the lapse on January 5, 2015. The letter advised that Plaintiff Smith’s hazard insurance had
expired, and that if he did not provide proof of voluntary insurance, SLS intended to purchase
new insurance for his property. The letter also advised Plaintiff, inter alia, that the new
insurance would be purchased “primarily for the benefit of SLS,” and that his “monthly
mortgage payments w[ould] be increased to include the cost of th[e] policy.”

48. The letter also represented to Plaintiff Smith that the higher cost of the force-
placed insurance policy was “because the insurance we purchase is issued automatically without
evaluating the risk of insuring your property,” when in fact the higher cost of the force-placed
coverage was due to the scheme that Defendants have enacted whereby SLS receives a kickback

on the cost of the force-placed insurance policy but charges Plaintiff Smith and other putative

Class members the inflated amount.
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49.  Plaintiff Smith received a second letter on April 20, 2015 advising that new
coverage had been purchased for his property at an estimated annual premium of $2,948.30, the
cost of which would be added to the balance of his mortgage loan. The letter again advised
Plaintiff Smith that his “monthly mortgage payments w[ould] be increased to include the cost of
th[e] policy,” the coverage had been purchased primarily for SLS’s benefit, and the higher cost
of the coverage resulted from its automatic issuance without any accompanying evaluation of
risk.

50.  Plaintiff Smith received a third letter from SLS on June 20, 2016 advising that
new coverage had been forced on his property at an annual premium of $2920.30, and included
the same additional representations as the first and second letter.

51.  Plaintiff Smith was charged for and still owes amounts for force-placed coverage
in connection with these force-placed insurance policies.

52. At no time did any Defendants disclose, by any means, to Plaintiff Smith that an
exclusive relationship between SLS and ASIC was already in place. Nor was there any
disclosure of the financial arrangement between the Defendants to keep the exclusive force-
placed relationship in place.

53.  Nor was it disclosed to Plaintiff Smith or the putative Class members that because
of this kickback, SLS itself would effectively be paying less than what it would charge to
Plaintiff Smith for the force-placed insurance coverage.

54.  Finally, it was never disclosed to Plaintiff Smith 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. The amounts kicked back to SLS were not
reduced from the amount charged resulting in Plaintiff Smith paying more than the “cost” of the
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insurance.

55.  All putative Class members received materially similar letters pursuant to the
automated procedures used by Defendants.

56. There are no material differences between these Defendants’ actions and practices
directed to Plaintiff Smith and their actions and practices directed to the putative Classes.

CLASS ALLEGATIONS

A. Class Definitions

57.  Plaintiff brings this action against Defendants pursuant to Rule 23 of the Federal
Rules of Civil Procedure on behalf of himself and all other persons similarly situated. Plaintiff
seeks to represent the following classes:

1. SLS Nationwide Class:

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

a. New Jersey Subclass:

All New Jersey borrowers who, within the applicable statutes of
limitation, were charged for a force-placed insurance policy through
SLS or its affiliates, entities, or subsidiaries. Excluded from this class
are Defendants, their affiliates, subsidiaries, agents, board members,
directors, officers, and/or employees.
58. Plaintiff reserves the right to modify or amend the definitions of the proposed
classes before the Court determines whether certification is appropriate.

59. Defendants subjected Plaintiff and the respective Class members to the same

unfair, unlawful, and deceptive practices and harmed them in the same manner.

B. Numerosity
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60. The proposed classes are so numerous that joinder of all members would be
impracticable. Defendants sell and service millions of mortgage loans and insurance policies in
New Jersey, as well as 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 for the classes numbers 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. Plaintiff does not anticipate any difficulties in the management of the action as
a class action.

C. Commonality

61. There are questions of law and fact that are common to Plaintiff’s 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 SLS charged borrowers for unnecessary insurance coverage including, but
not limited to, insurance coverage that exceeded the amount required by law or the
borrowers’ mortgages;

b. Whether SLS has breached its mortgage contracts with Plaintiff and the Class
members by charging them for force-placed insurance that included illegal kickbacks
(including unwarranted commissions or qualified expense reimbursements, and
reinsurance payments) and by charging Plaintiff and the Class members for servicing

their loans;

c. Whether SLS been unjustly enriched at the expense of Plaintiff and the Class
members;

d. Whether SLS breached the implied covenant of good faith and fair dealing by
entering into exclusive arrangements with ASIC and/or its affiliates, which resulted in
amounts above the cost of coverage for force-placed insurance being charged to
Plaintiff and the Class members as kickbacks;

22
10P4321



Case 3:17-cv-06668 Document 1 Filed 09/01/17 Page 23 of 48 PagelD: 23

e. Whether Defendants manipulated forced-placed insurance purchases in order to
maximize their profits to the detriment of Plaintiff and the Class members;

f. Whether SLS, or its affiliates perform any work or services in exchange for the
“commissions” or other “compensation” they collect;

g. Whether “qualified expense reimbursements” received by SLS are for true expenses
or are just kickbacks pursuant to its exclusive relationship with ASIC;

h. Whether SLS charges Plaintiff and the Class members amounts beyond the cost of
coverage and take kickbacks from ASIC that are disguised as “commissions” and
“qualified expense reimbursements,” among other things;

1. Whether SLS violated the federal Truth in Lending Act (“TILA”) by conditioning its
extensions of credit on the purchase of insurance through an affiliate, in direct
contravention of the anti-coercion disclosures included in borrowers’ mortgages;

J- Whether SLS violated TILA by failing to disclose kickbacks charged to Plaintiff and
the Class members in their mortgages;

k. Whether ASIC intentionally and unjustifiably interfered with Plaintiff’s and the Class
members’ rights under the mortgage contracts by paying kickbacks and providing
free or below-cost mortgage servicing functions to SLS or its affiliates thereby
inducing a breach of the contract;

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

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

D. Typicality
62.  Plaintiff is a member of the Classes he seeks to represent. Plaintiff’s claims are

typical of the Class members’ claims because of the similarity, uniformity, and common purpose
of the Defendants’ unlawful conduct. Each Class member has sustained, and will continue to
sustain, damages in the same manner as Plaintiff as a result of Defendants’ wrongful conduct.

E. Adequacy of Representation

63.  Plaintiff is an adequate representative of the classes he seeks to represent and will

fairly and adequately protect the interests of those classes. Plaintiff is committed to the vigorous

23
10P4321



Case 3:17-cv-06668 Document 1 Filed 09/01/17 Page 24 of 48 PagelD: 24

prosecution of this action and has retained competent counsel, experienced in litigation of this
nature, to represent him and the Class members. There is no hostility between Plaintiff and the
unnamed Class members. Plaintiff anticipates no difficulty in the management of this litigation
as a class action.

64. To prosecute this case, Plaintiff has 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)

65. The questions of law or fact common to Plaintiff’s and each Class member’s
claims predominate over any questions of law or fact affecting only individual members of the
class. All claims by Plaintiff and the unnamed Class members are based on Defendants’ scheme
regarding the force-placed insurance policies and their deceptive and egregious actions involved
in securing the force-placed policy.

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

67. 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.

G. Superiority

68. 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
states;
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(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;

(¢) 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)

69.  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.
70.  Defendants have acted or failed to act in a manner generally applicable to the
Class, thereby making appropriate final injunctive relief or corresponding declaratory relief with
respect to the Class as a whole.
COUNT1

BREACH OF CONTRACT
(against SLS)

71.  Plaintiff Smith re-alleges and incorporates paragraphs 1-70, above as if fully set
forth herein and further alleges as follows.

72. Plaintiff Smith and all similarly situated Class members have mortgages that are
owned and/or serviced by SLS.

73. Plaintiff Smith and these Class members’ mortgages are written on uniform

mortgage forms and contain substantially similar provisions regarding force-placed insurance
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requirements and its placement by SLS. The force-placed provisions from Plaintiff Smith’s
mortgage are set forth above in paragraph 46.

74.  Plaintiff Smith’s mortgage requires that he maintain insurance on his property and
provides that if he fails to do so, then the lender may obtain insurance coverage to protect its
interest in the property, “force place” the coverage, and charge the borrower the cost.

75. SLS charges borrowers amounts for force-placed insurance that include unmerited
“qualified expense reimbursements” or ‘“commissions,” reinsurance payments, discounted
mortgage servicing functions, and other impermissible costs. These costs are not costs of
coverage, and are not applied to protecting SLS’s rights or risk in the collateral for borrowers’
mortgage loans. SLS breached the mortgage agreements by, among other things, charging
Plaintiff Smith and Class members these amounts beyond the actual cost of coverage.

76. SLS has also breached Plaintiff Smith’s and the Class members’ mortgage
agreements by charging Plaintiff Smith and the Class members for excess and unnecessary force-
placed insurance coverage, as such coverage does not protect SLS’s rights in their collateral or
cover its risk.

77. Plaintiff Smith and the Class members have suffered damages as a result of SLS’s
breaches of their contracts.

WHEREFORE, Plaintiff Smith, on behalf of himself and all similarly situated class
members, seeks compensatory damages resulting from SLS’s breaches of contract, as well as
injunctive relief preventing SLS from continuing to violate the terms of his and the Class
members’ mortgages. Plaintiff Smith further seeks all relief deemed appropriate by this Court,
including pre- and post-judgment interest, attorneys’ fees and costs.

COUNT I
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BREACH OF IMPLIED COVENANT OF GOOD FAITH AND FAIR DEALING
(against SLS)

78. Plaintiff Smith re-alleges and incorporates paragraphs 1-70, above as if fully set
forth herein and further alleges as follows.

79. 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.

80.  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.

81.  Plaintiff Smith’s and the Class members’ mortgage contracts allow SLS to force
place insurance coverage on the borrower in the event of a lapse in coverage, but do not define
standards for selecting an insurer or procuring an insurance policy.

82. SLS is afforded substantial discretion in force-placing insurance coverage. It is
permitted to unilaterally choose the company from which it purchases force-placed insurance and
negotiate any price for the coverage it procures. SLS has an obligation to exercise the discretion
afforded it in good faith, and not capriciously or in bad faith. Plaintiff Smith does not seek to
vary the express terms of the mortgage contract, but only to insure that SLS exercises its
discretion in good faith.

83. SLS breached the implied covenant of good faith and fair dealing by, among other
things:

(a) Manipulating the force-placed insurance market by selecting insurers

(here, ASIC and its affiliates) that will participate in its kickback scheme,
and by failing to seek competitive bids on the open market and instead

contracting to create “back room” deals whereby an exclusive
arrangement is in place for ASIC to issue its own insurance coverage
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without SLS seeking a competitive price;

(b) Exercising its discretion to choose a force-placed coverage in bad faith
and in contravention of the parties’ reasonable expectations, by
purposefully selecting coverage from insurers that will participate in a

scheme to charge borrowers amounts beyond the cost of coverage;

(©) Assessing inflated and unnecessary insurance charges against Plaintiff and
the Class and misrepresenting the reason for the cost of the policies;

(d) Collecting a percentage of the amounts charged to borrowers and not
passing that percentage on to the borrower;

(e) Charging Plaintiff and the Class the cost of having the vendor perform its
obligation of servicing its mortgage portfolio, which is not properly
chargeable to Plaintiff or the Class;

® Charging Plaintiff and the Class for expense reimbursements or
commissions when the insurance is prearranged, no work is done by SLS
or its affiliates, no expenses related to the placement of the force-placed

insurance are incurred, and no commission is due; and

(h) Charging Plaintiff and the Class illegitimate amounts for force-placed
insurance due to the captive reinsurance arrangement.

84.  As a direct, proximate, and legal result of the aforementioned breaches of the
covenant of good faith and fair dealing, Plaintiff Smith and the Class have suffered damages.

WHEREFORE, Plaintiff Smith, on behalf of himself and similarly situated Class
members, seeks a judicial declaration that the amounts charged and the terms of the force-placed
insurance policies violate the duties of good faith and fair dealing. Plaintiff Smith also seeks
damages resulting from SLS’s breaches of its duties. Plaintiff Smith further seeks all relief
deemed appropriate by this Court, including pre- and post-judgment interest, attorneys’ fees and
costs.

COUNT 111

UNJUST ENRICHMENT
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(against SLS[13

85. Plaintiff Smith re-alleges and incorporates paragraphs 1-70, above as if fully set
forth herein and further alleges as follows.

86. SLS received from Plaintiff Smith and Class members, benefits in the form of
unwarranted kickbacks, including “expense reimbursements” or ‘“commissions,” captive
reinsurance arrangements, and subsidized loan servicing costs.

87. SLS entered into an agreement whereby the insurance vendor — here, ASIC and its
affiliates — would provide below cost mortgage servicing activities and cover SLS’s entire
portfolio of loans with a master policy and issue certificates of insurance when a borrower’s
voluntary policy lapsed. SLS would then charge Plaintiff Smith 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 SLS actually paid for them.

88. ASIC paid significant monies in kickbacks, commissions, reimbursements, and
reinsurance tied to the cost of the force-placed insurance premium (as a percentage). The
payments reduced the amount that SLS actually paid for the force-placed policies, however, the
amount charged to Plaintiff and Class members was not reduced by that amount resulting in an
improper benefit to SLS at the borrowers’ expense.. ASIC and its affiliates acted as mere
conduits for the delivery of the kickbacks and improper charges to SLS or its affiliates.

89. These payments directly benefitted SLS and/or its affiliates and were taken to the
detriment of the borrower. The kickbacks (in the form reimbursements, commissions, or

reinsurance arrangements, as well as subsidized costs) were subsumed into the charges to

" Plaintiff Smith pleads his unjust enrichment claim against SLS in the alternative to his
contractual claims against it.
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borrowers for the force-placed insurance and ultimately paid by them. Therefore, SLS had the
incentive to charge and collect unreasonably inflated prices for the force-placed policies.

90.  Further, SLS was unjustly enriched through financial benefits in the form of
increased interest income and other fees that resulted when the amounts for the force-placed
insurance policies were added to the Class members’ mortgage loans.

91. As a result, Plaintiff Smith and the Class members have conferred a benefit on
SLS.

92. SLS had knowledge of this benefit and voluntarily accepted and retained the
benefit conferred on it.

93.  Had Plaintiff Smith known that he had been charged amounts in excess of SLS’s
cost of coverage, he would have expected remuneration from SLS at the time the benefit was
conferred.

94. SLS 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 SLS was unjustly
enriched at his or her expense.

WHEREFORE, Plaintiff Smith, on behalf of himself and all similarly situated Class
members, demands an award against SLS in the amounts by which it has been unjustly enriched
at Plaintiff Smith’s and the Class Members’ expense, and such other relief as this Court deems
just and proper.

COUNT IV

TORTIOUS INTERFERENCE WITH A BUSINESS RELATIONSHIP
(against ASIC)

95.  Plaintiff Smith re-alleges and incorporates paragraphs 1-70, above as if fully set

forth herein and further alleges as follows.
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96.  Plaintiff Smith and the Class members have advantageous business and
contractual relationships with SLS pursuant to the mortgage contracts. Plaintiff Smith and the
Class members have legal rights under these mortgage contracts. For example, Plaintiff Smith
and the Class members have a right not to be charged exorbitant charges in bad faith for forced-
place insurance.

97.  ASIC has knowledge of the mortgage contracts and the advantageous business
and contractual relationships between Plaintiff Smith and the Class members and SLS. ASIC is
not a party to the mortgage contracts, nor is it a third-party beneficiary of the mortgage contracts.
Further, ASIC does not have any beneficial or economic interest in the mortgage contracts.

98.  ASIC, in bad faith and with the intent to maximize the Defendants’ profits,
intentionally and unjustifiably interfered with Plaintiff Smith’s and the Class’s rights under the
mortgage contracts, as described above, by, inter alia, entering into an exclusive relationship
with SLS and its affiliates, whereby it provides kickbacks (in the form of unmerited expense
reimbursements or commissions, or reinsurance premiums without the corresponding risk, as
well as below cost mortgage servicing) to SLS in exchange for the exclusive right to force-place
insurance on borrowers’ properties.

99. Plaintiff Smith and the Class members have been damaged as a result of ASIC’s
interference with their mortgage contracts by being charged unauthorized and illegitimate
amounts for force-placed insurance in contravention of their rights under the mortgages.

WHEREFORE, Plaintiff Smith, on behalf of himself and all Class members similarly
situated, seeks a judgment in his favor against ASIC for the actual damages suffered by him as a
result of ASIC’s tortious interference, as well as punitive damages, as appropriate. Plaintiff
Smith also seeks all costs of litigating this action, including attorneys’ fees.
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COUNT V

VIOLATION OF THE NEW JERSEY CONSUMER FRAUD ACT
(against SLS on behalf of New Jersey Subclass)

100. Plaintiff Smith re-alleges and incorporates paragraphs 1-70, above as if fully set
forth herein and further alleges as follows.

101. The New Jersey Consumer Fraud Act, N.J.S.A. 56:8-1, ef 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,
whether or not any person has in fact been misled, deceived or damaged thereby.” N.J.S.A 56:8-
2.

102. SLS has engaged in, and continues to engage in, unconscionable commercial
practices, deceptive acts, and misrepresentations in the conduct of its trade and/or commerce in
the State of New Jersey. SLS has an exclusive relationship with its vendor and preferred
insurance carrier, whereby it would pay for high-priced force-placed insurance, charge that
amount to Plaintiff and the New Jersey Subclass, and then receive compensation through either
kickback or captive reinsurance arrangements based on a percentage of the insurance policy’s
premium.

103. Defendants made numerous misrepresentations and deceptive statements in
carrying out their scheme to defraud Plaintiff Smith and the New Jersey Subclass. ASIC, with
the approval of SLS, sent form letters to Plaintiff Smith on SLS letterhead, stating that SLS
would purchase or renew force-placed coverage if voluntary insurance was not secured by a
certain date. SLS and ASIC represented in the letters that the costs of the insurance would

likely be much higher than the cost of coverage the borrower could obtain on their own “because
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the insurance we purchase is issued automatically without evaluating the risk of insuring your
property.”

104.  In making this statement, SLS and ASIC deceived and misrepresented to Plaintiff
and the New Jersey Subclass that the amounts these Defendants charged to Plaintiff Smith and
Class members represented the “cost” of the policies and the sole reason for the extraordinarily
high “costs” was the absence of an individualized evaluation of risks. In fact, such amounts were
extraordinarily high because they also included kickbacks, reinsurance profits, and other
wrongful benefits SLS had received from ASIC. Letters containing these misrepresentations,
deceptive statements and false pretenses were sent to Plaintiff Smith on January 5, 2015, April
20, 2015, and June 20, 2016.

105.  Further, the policy that “would be purchased” according to these letters, was
actually already in place on the date of lapse according to the agreement between ASIC and SLS.

106. 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. 56:8-19.

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

108. Plaintiff and the New Jersey Subclass have suffered an ascertainable loss of
monies or property as a direct and proximate result of SLS’s unconscionable practices. SLS had
an exclusive relationship with ASIC, whereby ASIC would charge SLS for high-priced, inflated
amounts for force-placed insurance, the full cost of which ASIC knew would be charged to
Plaintiff and the New Jersey Subclass. As compensation, ASIC would kick back a set
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percentage of the inflated premiums to SLS as a commission or enter into captive reinsurance
agreements with SLS as a means to funnel financial benefits to it. Pursuant to the terms of the
standard form mortgage agreements used by SLS, SLS would purchase the required hazard
coverage and charge the Plaintiff and New Jersey Subclasses escrow accounts for the insurance
coverage. Thus, as part of the scheme, SLS charged Plaintiff Smith and the New Jersey Subclass
for ASIC’s insurance improperly inflated by the kickbacks, reinsurance profits, and other
wrongful benefits it conveyed to SLS.

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

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

WHEREFORE, Plaintiff Smith, on behalf of himself and the New Jersey Subclass,
demands judgment against SLS 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 VI

VIOLATION OF THE NEW JERSEY CONSUMER FRAUD ACT
(against ASIC on behalf of New Jersey Subclass)

111.  Plaintiff Smith re-alleges and incorporates paragraphs 1-70, above as if fully set
forth herein and further alleges as follows.

112.  The New Jersey Consumer Fraud Act, N.J.S.A. 56:8-1, ef seq., prohibits the “use
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or employment by any person of any unconscionable commercial practice, deception, fraud, false
pretense, false promise, misrepresentation . . . in connection with the sale or advertisement of any
merchandise or real estate, or with the subsequent performance of such person as aforesaid,
whether or not any person has in fact been misled, deceived or damaged thereby.” N.J.S.A 56:8-
2.

113.  ASIC has engaged in, and continue to engage in, unconscionable commercial
practices, deceptive acts and misrepresentations in the conduct of its trade and/or commerce in
the State of New Jersey. ASIC had a relationship with SLS, whereby it would charge highly
priced premiums for force-placed insurance policies to SLS, with full knowledge that the full
amount would be charged by SLS to Plaintiff Smith and the New Jersey Subclass. As
compensation, ASIC would kick back a set percentage of the premiums to SLS as a commission
or enter into captive reinsurance agreements with SLS as a means to funnel financial benefits to
it.

114. Defendants made numerous misrepresentations in carrying out their scheme to
defraud Plaintiff Smith and the New Jersey Subclass. ASIC, with the approval of SLS, sent form
letters to Plaintiff Smith on SLS letterhead, stating that SLS would purchase or renew force-
placed coverage if voluntary insurance was not secured by a certain date.  Defendants
represented in the letters that the costs of the insurance would likely be much higher than the cost
of coverage the borrower could obtain on their own “because the insurance we purchase is issued
automatically without evaluating the risk of insuring your property.” In making this statement,
Defendants misrepresented to Plaintiff Smith and the New Jersey Subclass that the amounts
Defendants charged Plaintiff Smith and Class members represented the “cost” of the policies and
the sole reason for the extraordinarily high “costs” was the absence of an individualized
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evaluation of risks. In fact, the amounts charged to borrowers were extraordinarily high because
they also included kickbacks, reinsurance profits, and other wrongful benefits ASIC provided to
SLS or its affiliates. Letters containing these misrepresentations, deceptive statements and false
pretenses were sent to Plaintiff Smith on January 5, 2015, April 20, 2015, and June 20, 2016.

115.  Further, the policy that “would be purchased” according to these letters, was
actually already in place on the date of lapse according to the agreement between ASIC and SLS.

116. 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. 56:8-19.

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

118.  Plaintiff Smith and the New Jersey Subclass have suffered an ascertainable loss of
moneys or property as a direct and proximate result of the ASIC’s unfair and unconscionable
practices. The standard form mortgage agreements used by SLS includes a provision requiring
the Plaintiff Smith and the New Jersey Subclass to maintain hazard insurance coverage and in
the event the coverage lapses, permits the lender to obtain force-placed coverage and charge the
cost of that coverage to the Plaintiff Smith. In SLS’s and ASIC’s letters to Plaintiff Smith and
the New Jersey Subclass, Defendants state that SLS would purchase the required hazard
coverage and “your escrow account will be charged for the premiums that we pay. Please be
advised that your monthly mortgage payments will be increased to include the costs of this
policy.” (Emphasis in original). Thus, as part of the scheme by Defendants, Plaintiff Smith and
the New Jersey Subclass were charged for ASIC’s insurance inflated by the kickbacks,
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reinsurance profits, and other wrongful benefits it conveyed to SLS.

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

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

WHEREFORE, Plaintiff Smith, on behalf of himself and the New Jersey Subclass,
demands judgment against ASIC 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 VII

VYIOLATIONS OF THE TRUTH IN LENDING ACT, 15 U.S.C. § 1601, et seq.
(against SLS)

121.  Plaintiff Smith re-alleges and incorporates paragraphs 1-70, above as if fully set
forth herein and further alleges as follows.

122.  Plaintiff Smith’s 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.

123.  SLS is a “creditor” as defined by TILA because it owned and/or serviced
Plaintiff’s and the Class members’ mortgages and changed the terms of the mortgages so as to

create a new mortgage obligation, of which SLS was the creditor.
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124.  Pursuant to TILA, SLS was required to accurately and fully disclose the terms of
the legal obligations between the parties. See 12 C.F.R. § 226.17(c).

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

126.  When SLS changed the terms of Plaintiff Smith’s and Class members’ mortgages
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, SLS 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, SLS increased the principal amount under Plaintiff Smith’s and Class
members’ mortgage when it force-placed the insurance, which was a new debt obligation for
which new disclosures were required.

127. SLS adversely changed the terms of Plaintiff Smith’s and Class members’ loan
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. SLS never

29 ¢¢

disclosed to borrowers the amount of the “commissions,” “expense reimbursements,” or other
unearned profits paid to them or their affiliate.

128.  SLS also violated TILA by adversely changing the terms of Plaintiff Smith’s and
the Class members’ loan after origination by requiring and threatening to force-place more
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insurance than necessary to protect its interest in the property securing the mortgages.

129.  Acts constituting violations of TILA occurred within one year prior to the filing
of the original Complaint in this action, or are subject to equitable tolling because SLS’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.

130. Plaintiff Smith and Class members have been injured and have suffered a
monetary loss arising from SLS’s violations of TILA.

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

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

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

COUNT VIII

Violation of RICO, 18 U.S.C. § 1962(c)
(against SLS and ASIC)

133.  Plaintiff Smith incorporates paragraphs 1-70, herein as if fully set forth herein and
further alleges as follows.

134. At all relevant times, SLS and ASIC 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
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communications to execute a scheme to defraud, all in violation of RICO, 18 U.S.C. § 1962(c¢).

135.  The RICO enterprise, which engaged in and the activities of which affected
interstate and foreign commerce, was comprised of an association in fact of entities and
individuals that included SLS, its affiliates, and ASIC and its affiliates.

136. The members of the RICO enterprise had a common purpose: to increase and
maximize their revenues by forcing Plaintiff Smith and Class members to pay inflated amounts
for force-placed insurance through a scheme that allowed Defendants to charge borrowers more
than SLS’s cost of coverage using kickbacks and expenses associated with servicing SLS’s entire
loan portfolio to conceal from Plaintiff Smith and Class members the true nature of the charges.
SLS and ASIC shared the bounty of their enterprise by sharing the illegal profits generated by
the joint scheme.

137.  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.

138. SLS and ASIC 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. §§ 1341 and 1343.

139.  SLS and ASIC directed and controlled the enterprise as follows:

a. ASIC 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 SLS agreed;
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. ASIC 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 SLS. The letters fraudulently misrepresented the true
nature of the “cost” of the insurance forced on their properties, and these letters
were approved by SLS;

ASIC ran the day-to-day operations of the force-placed scheme by, inter alia,
tracking SLS’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 a SLS

affiliate would be paid as compensation for work performed;

. ASIC paid kickbacks to SLS and its affiliates to maintain Defendants’ exclusive

relationship and keep their force-placed scheme moving forward;

by directing, controlling, and creating an enterprise and arrangement by which
SLS would receive unearned kickbacks;

by directing, controlling, and creating an enterprise and arrangement by which
SLS would receive illegitimate revenues (ultimately charged to borrowers) in the
form of direct payments, debt forgiveness, expense reimbursements, or
“commissions,” that were merely bribes to keep the exclusive relationship in

place and not disclosing same to borrowers;

. by directing, controlling, and creating an enterprise and program by which SLS

never charged the borrowers its actual or effective cost of the force-placed

insurance policies;

. by directing, controlling, and creating an enterprise and program where ASIC
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140.

took money directly from borrowers escrow accounts and took amounts which
are not the actual or effective “cost” for lender placed insurance but instead,
include illegal bribes and kickbacks;

by designing and directing an exclusive arrangement by which Defendants
manipulated the force-placed insurance market in order to artificially inflate the
amounts charged to borrowers for force-placed insurance. The charges were
inflated to provide SLS and its affiliates with kickbacks disguised as
“commissions” or “expense reimbursements,” or to cover the cost of discounted
mortgage servicing, and/or to provide SLS with other forms of kickbacks. ASIC
and its affiliates benefit by securing business from SLS—it provides kickbacks to
SLS at the expense of the borrowers who are charged the inflated charges;

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 or
resulted in “double coverage;” and

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.

In order to further its control and direction of the enterprise, ASIC paid bribes

and kickbacks to SLS in the form of unearned commissions, direct payments, reinsurance

premiums, expense reimbursements, and below-cost mortgage servicing functions.

10P4321
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141. As part of and in furtherance of the scheme to defraud, Defendants made
numerous material omissions and misrepresentations to Plaintiff Smith and Class members with
the intent to defraud and deceive them.

142.  For example, ASIC, with the approval of SLS, sent form letters to Plaintiff Smith
and the Class on SLS letterhead through the U.S. mail, stating that SLS would purchase force-
placed coverage if voluntary insurance was not secured by a certain date. These Defendants
represented in the letters that SLS would purchase the required coverage and charge the borrower
the “cost of the policy.” In making these statements, Defendants knowingly and intentionally
falsely stated that the amounts for force-placed insurance that Plaintiff Smith and the Class were
charged represented the actual cost of the insurance premiums, when in fact such amounts also
included kickbacks and other costs paid as bribes to SLS, and Plaintiff Smith and the Class were
charged significantly more than SLS had paid for coverage.

143. SLS and ASIC had a duty to correct this mistaken impression. These
misrepresentations and omissions were material, as they helped these Defendants advance their
scheme to charge Plaintiff Smith and the Class unreasonably high amounts for force-placed
insurance and were designed to lull Plaintiff Smith and the Class into believing that the charges
were legitimate. Plaintiff Smith and the other homeowners would not have paid, or would have
contested these specific charges had SLS and ASIC disclosed that the illegal bribes and
kickbacks were included and that these forced charges did not represent simply the cost of the
required insurance coverage. For example, Plaintiff Smith received such letters dated January 5,
2015, April 20, 2015, and June 20, 2016 through the U.S. mail. Plaintiff Smith believes that he
received additional similar letters.

144.  ASIC and its affiliates, with the approval of SLS and on SLS letterhead, also sent
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Plaintiff Smith and the Class force-placed insurance notices through the U.S. mail informing
them that force-placed insurance would cost more “because the insurance we purchase is issued
automatically without evaluating the risk of insuring your property,” when in fact, the inflated
amounts charged to Plaintiff Smith and the Class were due to kickbacks and other impermissible
costs provided to SLS. SLS and ASIC had a duty to correct this mistaken impression.

145.  This misrepresentation was material, as it gave SLS and ASIC a colorable reason
to charge Plaintiff Smith and the Class unreasonably inflated amounts for insurance and would
have influenced Plaintiff Smith’s and Class members’ decisions to pay the charges or contest
them. For example, had Plaintiff Smith known that SLS was effectively paying much less than
what it charged to him, Plaintiff Smith would not have paid or would have contested the charges
for force-placed insurance. Plaintiff Smith received such letters dated January 5, 2015, April 20,
2015, and June 20, 2016 through the U.S. mail.

146.  For the purpose of executing the scheme to defraud, SLS and ASIC 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 Plaintiff Smith and Class members that they could charge Plaintiff Smith and Class
members unreasonably high amounts for force-placed insurance.

147. This scheme to defraud proximately injured Plaintiff Smith and the Class
members 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, they would not have paid them or would have contested them. SLS and

ASIC also transferred sums among themselves, including but not limited to kickbacks, in
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furtherance of their scheme to defraud Plaintiff Smith and Class members, in violation of the
wire fraud statutes.

148. By reason and as a result of SLS’s and ASIC’s conduct and participation in the
racketeering activity alleged herein, these Defendants have caused damages to Plaintiff Smith
and Class members in the form of unreasonably high force-placed insurance premiums.

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

COUNT IX

Violation of RICO, 18 U.S.C. § 1962(d)
(against SLS and ASIC)

149.  Plaintiff incorporates paragraphs 1-70 and 134-148, as if fully set forth herein and
further alleges as follows.

150. At all relevant times, SLS and ASIC were associated with the enterprise and
agreed and conspired to violate 18 U.S.C. § 1962(d). These 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. § 1962(d).

151.  SLS and ASIC illegally agreed to violate RICO, 18 U.S.C. § 1962(d), by, inter
alia:

a. Agreeing that ASIC and its affiliates would be SLS’s exclusive force-placed
insurance providers and would extract unreasonably inflated amounts from SLS’s
customers. Defendants also agreed that ASIC would pay kickbacks to SLS or its
affiliates;

b. Agreeing that ASIC would monitor SLS’s mortgage portfolio for lapses in

voluntary insurance and would, with the approval of SLS, send misleading notices
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to borrowers. These misleading notices would inform the borrowers that if new
coverage was not procured, coverage would be forced, the borrower would be
charged “the cost of the insurance” and earned “commissions” payments would
be paid to a SLS affiliate;

c. Entering into illusory commissions or other agreements in order to disguise the
true nature of the amounts charged to borrowers under the guise of force-placed
insurance; and

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

152.  Upon information and belief, SLS affiliates pass profits from this scheme to SLS
through credits in their general ledge accounts.

153.  SLS and ASIC 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.

154.  As aresult of these Defendants’ violations of 18 U.S.C. § 1962(d), Plaintiff Smith
and Class members suffered damages in the form of unreasonably high force-placed insurance
premiums.

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

PRAYER FOR RELIEF

Plaintiff Smith, on behalf of himself and all similarly situated individuals, demands
judgment against Defendants 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
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declaring Plaintiff and his counsel to be representatives of the Class;

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

3) Awarding damages sustained by Plaintiff and the Class members as a result of
SLS’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 SLS has been unjustly enriched and requiring it to refund all unjust
benefits to Plaintiff and the Class, together with pre-judgment interest;

(5) Awarding Plaintiff and the Class costs and disbursements and reasonable
allowances for the fees of Plaintiff’s and the Class’s counsel and experts, and reimbursement of
expenses;

(6) Awarding actual damages and a penalty of $500,000 or 1% of each of SLS’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)

(7) Awarding actual and, where appropriate, punitive damages sustained by Plaintiff
and the Class as a result of ASIC’s tortious interference;

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

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

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

DEMAND FOR JURY TRIAL

Plaintiff and the Class request a jury trial for any and all Counts for which a trial by jury

is permitted by law.
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Respectfully submitted this 1st day of September, 2017.

By: /s/ Christopher B. Healy

Michael M. DiCicco, Esq.
Fed. ID# MDO0316
mdicicco@bathweg.com
Christopher B. Healy, Esq.
NJ Bar # 013212005
chealy@bathweg.com
BATHGATE, WEGENER & WOLF,
P.C.

One Airport Road

P.O. Box 2043

Lakewood, New Jersey 08701
Phone: 732-363-0666
Counsel for Plaintiff

Adam M. Moskowitz, Esq.
amm(@kttlaw.com

Thomas A. Tucker Ronzetti, Esq.
tr@kttlaw.com

Rachel Sullivan, Esq.
rs@kttlaw.com

Robert J. Neary, Esq.
rn@kttlaw.com

KOZYAK TROPIN &
THROCKMORTON LLP
2525 Ponce de Leon Blvd., 9™ Floor
Coral Gables, FL 33134
Telephone: (305) 372-1800
Facsimile: (305) 372-3508
Counsel for Plaintiff

(pro hac vice forthcoming)

Lance A. Harke, Esq.
lharke@harkeclasby.com

Sarah Engel, Esq.
sengel@harkeclasby.com

Howard M. Bushman, Esq.
hbushman@harkeclasby.com

HARKE CLASBY & BUSHMAN LLP
9699 NE Second Avenue

Miami Shores, New Jersey 33138

Telephone:  (305) 536-8220
Facsimile: (305) 536-8229
Counsel for Plaintiff

(pro hac vice forthcoming)

Aaron S. Podhurst, Esq.
apodhurst@podhurst.com
PODHURST ORSECK, P.A.
City National Bank Building

25 West Flagler Street, Suite 800
Miami, New Jersey 33130
Telephone: 305-358-2800
Facsimile: 305-358-2382
Counsel for Plaintiff

(pro hac vice forthcoming)
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Hoctioa 16, . R

{(A) “Securiy Instrament™ mesny (his docoment, which i dated  £2BRUARY 28, 2007 , logsther
‘with all Ridern 1o this document.,

) " Borvower' ix

HARK SMITH, AND ANTOINETTE PILIRO

‘Boerower 3 tha mastgagor under ihis Secudty nxtrument,

{C) "MERS™ 1y Morigegs Rlectroule Registration Systema, Iné, MERS i a separate corportion that i seting
:jﬁ:bldyannomlmfwmudh:ddommmdwmhmksklbamar!pgeeweﬂbh
[ Stcurity Inslruasent, MERS Iy organkead and existing under the laws of Delaware, xod tns a0 addresn and
“irlephons nomber of PO, Box 2026, Plinz, MI 48501-2026, tel. (888) 679-MHRS,

(D) "Lender la

E{C.‘OUNTR){WIDPJ HOME LOANMI, INC,

Lender by x CORPORATION

orpmnized sod exlsting pnder the laws of NER YORK

Lendes’s adkdross 15

§500 Park Granads KSHE 8VB-314, Calabasas, CA $1302-1613 » .
() "Note* mceng the pronimory pote signed by Borrower and deted  FRBRUARY 28, 2007 . The
‘Noie ristos that Botrower ower Lender

OHE NUNDRED HBVENTY ONE THOUSAND and 00/300

Doltars (U.8. § 171,000.00 ) pluy Tnterest, Borrower hna womised to pay this debl In rogular
“Porfodic Payments e 10 pay tho debt In full not atee thas - MARCE 01, 2037 .

CNBW JEMSUY-Bingde FandipPeneis Wia/Froadis Mo UBEFOBRM IRTTIVULENT WITH M
,@gwpma CIR. (07X 2Kd) Fage {10 Form 9031 1/01
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: DOC ID 8: 00015883382602007
() "Property"! means the property that Is deseribed below undor the heading "Transfer of Rights in the
Property,”

{G) "Losu™ means the debt ovidenced by the Noto, plus Interest, any prepayment charges and late charges
due under the Note, and all sums due under thia Security Ingtrament, plos interest,

() “Jddera" means all Riders to this Secudty Instrument thal we exccuted by Bomower, The fallowing
‘Ridess are o be executed by Boreower [eheek hox a8 npplicable]:

- L2} Adjustablo Rata Rider L] Condominium Rider Second Home Rider
-4 Balloon Rider Planned Unit Development Rider | 1-4 Family Rider
VA Rider Bisweakly Pryment Rider {1 Othests) tapecify)

(1) “Applicable Laow" means all controlling spplicable federsl, stofs and local statuies, repulations,
ordinances and wdministative rules and ordery (that have the effect of law) as well as all applicable finnl,
non-sppeatahle judicial opinions,

{7} "Comaunily Assoclation Dues, Fees, snd Asvessments' meany all dues, fees, assessments and other
churges that are imposed on Borrower or the Property by a condomintum assoctation, homeowncrs nssoclation
or slmiter orgapiaation,

(10 "Rlectronic Funds Transfer” imeans any transfer of funds, other than a transaction originated by check,
Mrafi, o sirailar paper instrument, which is Inltisted through an sleetronic terminal, telephonie Instrament,
computer; ar magnetic tape 80 as o order, Instruct, or suthorize a financlal inatitution to debit or aredit an
secount, Such term includes, but is not lmited 0, polntof-sale wansfers, nuiomaied tellar muchine
Arunsactions, tmnsfers Initiated by telephons, wirs transtery, and nutomated clearinghouse Lronafars,

L.} "Escrow Ttems"™ means those Jtems thot are deseribed in Seotion 3,

(M) "Miscellanoows Proceeds" means any conwpensniion, settlement, award of damages, o procecus pald by
gy thisd pasty (other dien Insurance procesds peld under (he coverages desaribnd in Section 5) for; (1) damegs
oy or destauction of, ihe Property; (1) condomnation or other teking of alf or aay part of the Property; (i)
conveynnee in llew of condsmnation; or (Iv) misrepresentations of, or omissions os o, the value and/or
vonditon of the Propersy. .

N) "Mortgage Insurance’ means Insurance protecting Lender against the nonpayment of, or default on, (he
Lo,

0) "Perlodie Payment” means the rogularly rehieduled amount due for (i) principat nod Intercsl under the
Naute, us (1) any smounts under Section 3 of this Seenrity Tnstrument,

) "RESPA" means the Renl Hstale Seltlement Procedures Aet (32 US.C. Section 2601 et seq,) and its
mplementing rogufation, Regulution X (24 C.RR, Part 3500), s they might bo amended frorm tino to time, or
wny additlonal or successor leglelation or régulution that governs the same subject matter, As used in this
Security Instrument, “RESPAY refors to ol reguireivents and restrictions that ars imposed In regard (o &
fedsrally selnted mongnge Josa" cven 1 the Lowa doen ot qualify re o “fesdernlly related mortgage Joan
under RESPA,

{Q) "Successor tn Tntereal of Borrawer" means nny parly that has taken il 1o the Property, whether or not
that prrty has assumed Bocrawer's nbligations wndar the Note and/or this Seeurity Instrument,

TRANSFER OF RIGHTS IN THE PROPERTY

This Security Instrument secures (o Lenders (i) the repayment of the Loan, and all renewals, extensions. and
modifications of the Note: and (1) the pecfonmancs of Bomowers covenents and agreements vnder
(hig Seoutity Instrument and (he Note. For (hese purposes, Bowower doas hersby morigage,
gront and convey o MERS (solely as nominee for Lender and Lenderds succeasors and nasigna)
avd 1o the successors and nssigns of MERS the following deseribed property located in the

COUNTY of CAMDEN
[Type of Recoedlng Jurlidicdon) {Narma of Reosrding Judssiction]

SEE EXHIBIT "A® RTTACHED HERETO KHO MADE A PART HEREOR,

Parcel ID Nombers 13546 which currsntly has the nddress of
17 H. BROWN STHEET, GLOUCESTER CITY ‘ ,
[Straet/City}
New Jersey 08030 ("Property Address®):
: {2ip Code)
m’% WANJ] (0512 CHL {u7/00) Page 2 of 16 Form 3031 1101
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TOGETHER WITH all the Improvemenis now ar hereafter crected on the proparty, and all casements,
appurienances, and fixnyes now or herewfler n part of the property, Al replacements and additions shall niso
be-covered by this Security Instrument, All of the foregoing 38 referred to In this Securdty Instrument s the
"Property.” Borrower understunds ond agrees that MERS holds only legal title to the interostd granted by
Borrower in this Securdty Instrament, but, if necessary 10 comply with faw or custom, MERS {es namines for
Lender and Lender's successors snd asslgns) hes the dpht: to exercise iy ar all of those interests, including,
but not lirited ta, the right to foreclose and sell tha Property; and 16 take any sotlon required of Lendor
including, but not (Imlted to, releasing and cancoling this Security Instrument,

BORROWER COVENANTS thut Durrower Iy lawlully seised of the estuta hereby conveyed and has fhe
fght 0 modgoage, grant and convey the Propedy usd (hat the Property s unencumbered, oxeept for
encumbrunces of record, Borrowr warrants und will defend gonerally the title 1o the Property against all
clalms and demands, subject (0 any encumbiances of record,

THIS SECURITY INSTRUMENT combincs uniform covenanis for nationsl use snd non-uniform
eovenants with limited vivlations by jurlsdiction 1o constilute o wniform seendty instrament covering real
property. ’

UNIFORM COVENANTS. Barrower and Lendes covenant and agree as follows:

L Payment of Principal; Interest, Escrow Items, Prepayment Charges, and Lale Chacges, Bosrower
shall poy whien due tho prinoipal of, and Interest on, the debt ovideniced by the Note anid any prepayment
churges aitd Jots chusges due under the Mote, Drrvowee shall also pay funds for Bscrow Items pursuant to
Section 3, Payments due under the Noie and this Secueity Irstrument shall bs mads in U.8, curency,
Hawever, if any chieck or other instrument received by Lender ns payment under ths Note or this Seeurity
Inslroment I reimed to Lender unpaid, Lender tay requirs thet any or.all subsequent payments dus under
the Noto and 1hls Security Instrument be made in one or more of the following forms, as selected by Lender:
(®). cash () money urdec; (0) cortified check, bunk cheok, treasurer's chicdk oc castiler's eheek, provided any
kucl check I8 drawn upon an institullon whose deposita are Insured by o federsl ageney, instntmentality, or
#ntlty; or (d) Bleetronie Fuads Transfer,

Payments aro deemed reosdved by Lender when received at the location designalad o the Nofe or at such
piher location as may bo designated by Lender ia accordance wlih the notloe provislons In Section 13. Lender
muy reurn any payment or pariial payment {f the payment or partial payments are Insufficient o dring (he
Lonn corrent, Lenidor may aecepl nny payment or partal payment insufficlent 1o bring the Loan current,
ivlthout waiver of any rights herenndst or prejudics to ita rights (o refuse such payment oz partist paymeniz in
the future, 1f Lender accepts such payments, it shall apply auch paymunts at the tims such psyments are
tccepted, No offset or claim which Dorrower might have now or In the futues agalnst Lender shalf relleve
Borrower from making payments due under the Note and thlg Security Instument or parfomting tha covenants
fnd agreementy secured by this Security Instrument,

. 2 Appleation of Payments or Proceeds, Iixespt 58 otherwise deseribed in this Scction 2, all payments
aecepled wid applied by Lender ehall be applied in the following order of priadty: (a) Interest due under the
Notes () principal due under the Note; (¢) nrovnits due under Ssetion 3, Such payments shall be applied to
¢noh Periodic Payment In the order in swhich it becamo due, Any remalning amounts shall be applied first to
late charges, second to any other amountg due under (hly Security Instrument, and then to seduce the principal
bislance of the Note,

. If Lender receives n payment from Romower for & delinquent Periodle Payment which ineludes &
sufficient amount o pay any Inte oharge due, the pryment may be applied to the dellnguent payeent sod te
1p1¢ charge, If more than one Perjodic Payment is outstanding, Lendor may apply any payment recelved from
Hotrower o the repuyment of the Periodic Pagments if, and to the extent that, cach payment can e paid in
Firtl, To the extent that mty excess ¢xisis after the payment ls applied fo the full payment of ano or mors
Periodle Payments, sucl excess may be appiled to oy Jate charges due, Volunlary prapayments shall be
spplied first 0 oy prepaymentchargerend-thennydescribed-irthe-Note,

Any application of puymeants, Insuinnes proceeds, or Miscellancous Proceeds 1o principal due under the
Wole shull not extend oz pusipone the dus date, or change the amount, of (he Periodic Payments,

© X Funds for Escrow Hems, Bosrower shall pay w Lendoc on the day Periodic Payments are due under
the Note, untll the Note ta pald Iy full, 8 sum (he "Punds”) 10 provide for payment of amounts due for (1)
xes and pasessments and other Hems which can atiain priority over this Security Instrument s a lien or
encumbrance on the Propecty; () leasehold payments or ground rents on the Property, if nny; (¢} premivms
for any and all insurance required iy Lender under Seetdon S; and (d) Mortgage Insurance promioms, i any, or
gny swus paysble by Bormawer to Lander In fleu of the payment of Morigago Ingwenncs premiums in
gecordancs with the provisions of Section 10, These e are called “Beerow lems.” At originatlon or at any
Umoe durfog the term of tha Loan, Lender may raqulre that Coronmnly Assoclation Dues, Fees, and
Assessments, i any, be eacrowed by Borrower, vad sach dues, fecs and pasessments shall be an Hserow Ttem,
Borrower shall prompdly fumish 1o Lender all notices of amounts o be pald snder this Scetion. Borrower shall
piy Lender tho Punds for Exerow liems unless Lender wiives Borrower's obligation (6 pay the Fundu for any
or all Bserow Items, Lender mny walve Barrower's obligation & pay to Lender Funds for any or all Escrow
lems ol any time. Any such waiver may only be in writing. In the event of such waiver, Borrower shell pay
dircetly, when und where paysble, the smounts due for any Bscrow Hemg for which payment of Pundg has
heen waived by Leader and, If Lender requires, shall furalsh (o Leader reocipts ovidencing such payment

D anpr oz GHL (a7 Pago 1ot 19 Furm 3031 101

Book8515/Page1100

.
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wihthin such doe period as Lender may vequire. Borrower's obligation 1o make such paymesuts and 1o provide
recelpta shnll for ufl purposes be decmed o ba w covenant and agreement contained in this Security
Instturnent, ns the phease “covenant and agreement” 13 used In Section 9, If Borrower 19 obliguted to pay
Hserow ltems diseetly, pursuant 10 a-waiver, ard Boarrower falls (o pay the amount due for an Hscrow Ttem,
Lender may excrcise its rights under Section 9 and pay such amount and Borrower shall then be oblignted
under Sectlon 9 {o repay to Londer uny such amonat. Lender may revoke the walver a3 1o any or all Hscrow
Ttzms ut wny time by 6 notica given in accardance with Section 15 and, upon such revocation, Borsawer shall
pay 10 Lender ol Punds, and In such amounts, thot are then required under this Sectlon 3,

Lender may, ot any time, collect ind hold Fundg in an amount (8) sufficieat to pennit Lender to opply the
Punds at the time specified under RESPA, and (b) not fo excced the maximum amount u lender can require
‘under RESPA, Lender shall estimate tie amwunt of Punds due on the basis of current dita end ressonable
catptes of expenditures of future Brorow [tems or otherwlas in pccordance with Applicable Law,

‘ “The Funds xhall be held in an institution whase deposiis are insused by & federal ngency, instrumentality,
-or entlty (including Lender; it Londer I an Instinatdon whose deposits are 80 ingured) or In any Rederal Home
Losn Dank, Lender shatl apply the Ponds to puy the Exerow Hems no Iater thon the fime specified under
RESPA, Lendes shall wot charge Bormower for holding and applying the Punds, annunlly analyzing the escrow
-ccound, or verilying the Hserow ltems, unless Lender pays Borrower intercat on the funds and Applicable
Law peanits Lender to moke such o cherge, Unless an agresment 1 made in writing or Applicabls Law
requinsy inferest to be paid on the Tumds, Lender shall not be required 1o pay Borowee any interest o enrnlngs
on the Pusdds, Borrower and Lender can agres in writig, however, that lnterest shall be paid on. the Fands,
[Lender ehall give lo Borrower, without chaege, an anuval acoounting of the Funds 8s required by RBSPA.

I there ia o saeplus of Punds held 1n escrow, ey dafined uader REYPA, Lender shall account to Borrower
for the excesy funds in sccordance with RESPA, If theee is 0 shortnge of Funds beld In eycraw, a8 defined
under RESPA, Lender shall notify Borrower as required by RESPA, and Borrower shall pey to Lender the
guiounl pecensary {o make up the ahorfage in accordunce with RESPA, but in no mare than 12 monthly
‘prymznta, 1f there g u deliciency of Funds held in escrow, as defined under KESPA, Lender shall notify
‘Horrower as required by RESPA, and Bomower shall pay o Lender the amount necessnry 1o make up the
eficlency In secardance with RESPA, bul In ao more than 12 monthly paymenits,

; Upon payment In full of «lf sums secured by this Seourity Instrument, Lender shall prompily refund (o
Rorrower any Punds held by Lender, .
+ 4, Charges; Lens, Bocroser shall pay all inxes, assessments, echargey, fines, und imposltions aitributable
10 1he Property which can atigln peiority ovar thip Security Instrument, feascholi payments or gronnd rents on
the Property, If any, and Community Associntion Dues, Paes, and Assessments, If any, Ta the extent that thess
Jetns are Hscrow ltomns, Borrower shall pay thent ia the manner provided in Section 3.
. Borower ehall promptly dischacge wny licn which has priority over this Security Instrument unlass
" Borrower: (u) agrees in wriling to the pryment of the obligation secured by the Lien in & manter sccepluhls (o
Lendor, but only s0 Tung g Bowower I performing such agrecment; (b) contests the Yen Ln good falth by, or
defends agalnst enforcenient of the Jien In, logal proceedings which in Leadecs oplnion operste to prevent the
enlorcement of the llen whils (hose procesdings aro pending, but only undf sueli proceedings are conclisded;
Dr (¢) secures from (he holder of the fien an ngreement satlufactory to Lender subordinating the llen to this
Security Instsument, IT Lander determines that any part of the Property I subject to a flen which cen attsin
piriordty over thiy Security Instrument, Lender may give Dorrower s notice identifying the Hen, Within 10 days
QF the date on which that notlce is glven, Borrower shall saiisfy the lien'or take one ormore of tha sctiona ast
forth ebova in this Soetion 4,

Lender muy requite Dorsower (o pay 4 one-timo churge for & roal estale tax verificatlon and/or reporting
Service uned by Lender in cannection with this Loan,

5, Property Insurance, Dorrower shull keep the lmprovements now existiug or hereafer orected on the

Property Insured againat lose by ingluded within the term “extsnded coverage,” and any other -

hazards iceludlng, tut not fimited to, carthquakes and flaods, for which Lender requires insurunce. This
tnsurence shall be maintained i the amounta (including deductible levels) and for the periods that Lender
requires, What Lender requles pursuaat to the preceding sentences can chenge during the term of the Loan,
The insurance carier providing the fesumance shall bo chostn by Bomower subject to Leoder's right to
disapprove Domowers clioice, which right shall not bo exerclsed vnreasonably, Lender viay roquire Borrower
to pay, in connecilon with this Losa, elther: (8) 0 onedlime chirge for flood 2one deternitnation, certificstion
sid tacking services; or (0) u vne-time charge for fuod zone detcrmioation and certification services and
subisequent charges cach time remappings oc sindlar changes oceur which reasonably might affect such
deterainaifon or eordficatlon, Borower shall also bo responsible for the payment of sny fezs imposed by the
Pederal Emergency Management Agency in connection whih the mview of any flood vone determination
testilting from an objection by Bormower,

I Borower fulls 1o mainain auy of the covernges described ‘nhove, Lender may obtain insurance
covernge, at Lender's opdon and Barmower's expense, Lender is under no obligntion to purchese uny particular
type o amount ol coverage, Therefore, nuch coverage shall cover Lender, but might or might not protect
Bonower, Dorrower's equity in the Propery, ur the contenw of the Property, ugainst any risk, hazard or
lihility and might provide greaier or lesser coverage than wag proviously In effect. Bomower acknowledges
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that the cost of the insarance coversge so obtained might significantly exceed the cost of jnyurance that

" Borrower could have obtained. Any nmounis dishursed by Lender under this Scetlon $ shall becoms adililonal

“debt of Borrower sectred by this Security Instrumant. These amounts shall bear Interest at the Note rate from

ihe date of disbursement and shall bo puyshle, with such nterest, vpon notice from Lender fo Borrower
rcqumdn;, payment,

Allinsurance policies required by Leades and renewals of such policies shall be subject 10 Lenders right
to disrpprove such policles, shall Include n stendard monigago clause, and shall name Lender ny mortgogeo
and/or ax an ndditionnl loss payce, Lender shutf have the right to hold the policles and renewnl certificatos, If
Lender redqulees, Boerower shall promptly give to Londer all recelpts of pald preminms end renewal notices, I
Bormwer obtalng any form of Insurancé covernge, not otherwise required by Leader, for damage 1o, or
“destruetion of, the Property, such policy shall inelude o standerd morteage clouse snd shall names Lender as
mortgugee nnd/or ns an sdditionad foss payes,

In the event of loas, Borrower shall pive promipt niotice to the insunance caricr and Leader, Lendor may
make proof of Joss I not mude prompily by Bomower, Unless Lénder and Borrower niherwise ngres in
writing, any Insurancs proceeds, whother or nof the underlying insuernce wog requited by Lendes, shall be

applied to restorativn or repuiv of the Property, it the restoration or repsir 18 eeonsmically feasible and
‘Lender's security 1s not leasened. During such repule and sestoration period, Lender shull have the right to hold
. such insprunce peotsods wntll Lender hag had a0 opportunity o inspset such Properly to ensure the work has
been completed (o Lender's satialuction, provided that such Inspeciion shalf be undenaken prompily, Lendee
J/may disbume proceeds for tha repeirs und restoration in a single-pryment-or in w saries of progross paymenis
Zine the woek is completed, Unless an agreement lo made In writing ar Appllcable Law requirss intesest (o be
.ipaid ou such Insurance proceeds, Lender shall not be required to pay Borrower any intecsst or ehrmings on
~such proceeds, Pees for puble ndjusters, or other third partles, relained by Borrower shall not be patd out of
Gl inswranco proceeds and shall be the pole obligation of Borrower, If the restoration gr repalr 3s not
secomarnlenlly feasible o Londor's security would be lessened, the ingurance proveeds shall be applied to the
“suma seeurad by (his Security Instrurent, wlother or nol then due, will (he excess, if any, paid to Borrower.
Such Ingurance procegds shall bo applied in the order provlded for in Seclion 2,
1f Borrower abundons the Propedty, Lender may file, negotiate and setile eny evailnble insurance ¢laim
Jand related mattess, U Bosrower does not respond within 30 deya to a toedee from Londer thal thé Insurance
seanvicr has offered 10 sedtle a clabm, than Lender inay negotato and settle the claim, The 30-duy perod will
‘bagin when the natice Is given, I cither oyeny, o If Lender ncquires the Fropesty under Secion 22 or
sotherwise, Dorrower hereby assigns to Lender (a) Borrower's rights o any Insurance procseds in an amount
inot to exceed the urmouats unpald under the Note or (2 Security Instrament, and (b) any other of Bonower's
f irights (olhies than the right (o any refund of unesrned preminms paid by Borrower) under all Insurance policies
icavering the Broperty, hisolar o8 such rights wre applicable to the covemge of the Property, Lender may uae
“the lnsurance proceeds either o repair or restore the I’roperly or i pity amounts wnpald under the Note or this
! Securlty Instrument, whether or not then doe.,
: 6, Oceupuncy, Borrower shall occupy, establish, snd use the Property e Borrower's principal residence
within 60 days after the excewton of thiz Security Instrament and ghnll continue 1o occupy the Pioperly a8
“Borowers peincipn] resldence for st least une year after the dats of oceupancy, unless Lender otherwise
agrees in wiitlng, which cangent shall not bo unreasonably withheld, or unlfess extenuating chroumstances oxlst
which are beynad Barvower's control,

7. Preseevation, Malnlonsneo and Peoloelion of the Property; Inspectiony, Bomawer shall not
Usstroy, damage o dmpaly the Prapenty, allow the Property to deteriorts or commit waste on the Propeny,
Whether or not Boreower Is residing In the Property, Bocrawer shull maintaln the Propesty in order jo provent
*thc Property from deteddomiing or dcc:ru»ing In vitue duo to its condition, Unless it is determined pursuant Lo
"Section & tat tepwir or resioration i not cconomicny feasible, Borrower shell promplly repair the Propesty if
‘damaged 1o avald fucther deterioration or damage, I0 insurance or condemnalion proceeds are paid In
sconiection with damage to, or the taking of, the Property, Borower shall be responsible for repairdng or

Srestoring the Property only If Lestder has refeased proceeds for such purposes. Lender may disbutss proceedy

for the repairs and restorntion In o single paymeot or In & serdés of progress paymenis as the worde Is
completed. Il ihe Insursnce or condemnation proceeds are noi sufficient to repair or sexore the Propery,
Bormnwer iv nol relievedd of Borroweds cbligation for the completion of such wepair or restoration,

Lender or I ugend may muke reesonable entdey upon and inspections of the Property, If 1t has
reasonnbls vause, Lender may inspect the inderior of the improvements o the Propenty, Lender shall give
Borrower notles ut the time of o prior to sueh an Interior inspection spectlying swoh reasonablc causo,

8. Borrower's Loan Applieation, Borrower shell bo in default if; during the Loan npplication proceass,
Bamower or any persong or enlitles acting st the direction of Borrowes or with Bomower's knowledge or
consenl pave malerially false, risleading, or inaccurate Informatiun o stsements (o Lendes (or failed o
peovide Leader with materdal nfoomation) in connection with the Loan, Material representations include, but
‘aee not limired (o, sepresentations concerning Dogrower's oceupanoy of the Propesty oy Bomower's principal
resldence.

9, Protection of Lender's Inlerest Ju the Property nnd Rights Under (his Securliy Instrument, If {8}
Borrawer (slls 1o pecfom the covennnts sad ngreements coniined In this Security Instrument, ¢b) there Is &
legal procesding that might significamly affect Lenders interest In the Property and/or rghts under this
Scewrdty Instrument {such as o procesding In bankniptey, probate, for condemaation or forfeiture, for
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enforcement of a len which may attnin priority over this Secutity Instrument or fo enforee laws or
regulaiions), or (¢) Borrower has abandoned the Property, then Lender may do and pay for whatever is
: reasonabls of approprinte Lo protect Lended's Intorest in the Propesty snd rights under this Secarity Ingtrumettt,
including protecting and/or assessing the valus of the Property, and secaring and/or tepriting the Property,

+ lender's actlons ean Include, but are not Umited to: (8) paying any sums secured by-a ten which has priodty

over thin Seeurity Instrument; (b) appewring in court; and (o) paying reasonsble oftorneys’ fees to protect iy
interest In the Propenty andfor rights under this Scendty Instrumant, Including U8 secured position in a

- bankrapiey provecding, Securing the Property includes, but is not Himited fo, entering the Propery to make

o repadrs, change locks, replace or board up doors sod windows, drabn waler from pipes, eliminate building or

- other cole violalions or dangerous conditions, snd have utititles med on or off. Althoogh Lender may take
action under this Section 9, Lender docs not have to do so sad 1s not under uny duty or obligstion (o do g6, It
Is agreed that Lender incurs no tiabiity for not taking any or all acilons suthorized under thig Section 9,

Any amounts dishurged by Lender under 1his Scction 9 shall become additlonal debt of Borrower sectired
by thls Saeurity Instrumeot, These amouns shall bear interest at the Note, rate from the daie of disbursement
act shall bie payable, with such interest, upan notiee [rom Lender 1o Barrower requesting payment,

i thln Securdty Instrument I on o leaschold, Dorrower shafl comply with sl the provisions of the lease,
F Borrower sequlres fee title to the Proparty, the leasshold nnd e fee titie shafl not merge unless Leader
agreed to the merger in wrlling.

10, Mortgage Insucance. If Lander required Mortgage Insironge as o condition of making the Lomn,
Boranwer shall pay the premivma required 10 muiniain the Morigage Insurancs in effect, If, for uay rerson, e
Marigago Inswionce coverage requited by Lealee conses 1o be avallable from the mortguge ingurer that

| previously provided such Insucance snd Bowawer was required to moke separatoly dedignated payments
“toward the preminms for Mortgage Insumuncs, Borrower ahiglt pay the premiums required 1 oblain coverngo
Lisubstandally equivalent 1o the Mongags Ingurance previously Jn effect, ol a cost subatantiatly equivalont 1o the
cost 10 Barrowes of the Mortgage Inswance previously In effect, from un allernale mortgage insorer selecled
5by Lender, I substantinlly equivalent Montgage Tnsurance coverage I8 not available, Borrawer shal) contlune
Ao pay to Lender the amownt of the acparately dedignated pryments hat wero due when the fngurancs coverags
tocased (o be In elfest, Lendec will accept, vae and retaln these paymeals 85 o non-refundable losx resseva in
i of Morigage Insurunce. Sueh loss reserve shall be nonerofundable, notwlthsionding the fact that the Loan
s ultiinaiely paig Tn foll, and Londer shall not be required to puy Bomrower any interest or earnings o such
fasa reserve, Lender ¢an no Jonger require loss reserve payments it Mosignge Insurence caverage (in the
mount und for the period that Lender requires) provided by sn in cleoted by Lender again becomes
favailable, Is obiainelfy R Tender requites separately deslgnnted paym owan] the promiums for Morigagoe
Vinsurance. I Tender cequived Mortgage Tnaurance 18 o contition of making the Loan and Borrower was
reiulied © make separstely desiynated payments townsd the premloms for Murtgage Insurance, Borrower
shall pay the premivens required 0 malainin Mortgage tnsueance in effect, or Lo provide g non-refundalile Ris
reserve, witlil Lender's requirersent for Mongage Insurincs ends in nccordance with any writisn ngresment
between Borower nod Lemder peoviding for such teonination or undl termination 1s required by Applicable

Law, Nothing in this Section L0 affects Borrower's obligation to pay Intercst ai the rats provided in the Note,
: Morgage Inaummee relmburses Tender (or any entity that pirchinses the Note) for cerfain losses it may

{dosur IF Bosrower tfoes not repay the Loon as agreed, Bomower Is not a party 10 the Morigage Tngurance,

Muortgage insucers evalnate thele tota) elsk on it sueh Insurance in foree from time 1o time, and may enter

into aprecments with other pastics ot shars or yondify their risk, or reiluce Josses, These agreements ure on
terms and condliions (hat are salisfactory to (o mongags tosurer and Whe other purty (or parties) 1o these
agreerents, Theae agreements may require the moriguge fnsurer b maka payments using any soueee of funds
ihut the morlgage insurnt may huve avallable (which may include fonds obialned from Mortgage Tnsurance
pregninms),
: Ag & cesult of diese ngreaments, Lender, any purchaser of the Note, another insurer, any relisurer, ony
viher entity, or any affilise of any of the forepolng, may receive (direstly or indirecily) amounts that derive
from (or might be chusscurdzed ag) a pastlon of Borrawer's payments for Mongege Inauranes, in exchango for
sharing or madifylng the mongage nsocer’s risk, or reducing losaes, If such wgreemont provides that an
lfiliste of Lender lakes a share of the lnsuser's ngk In exchango for a shara of the preminms pnid 1o the
insvrer, the seeangement §s often termed Yeapiive relnsuranca.” Purther

{8} Any such sgreemnents will nat alfeet the smnounts that Boreower hag agroeed {0 pay for Morigoge
Isursnee, or uny olher torms of e Lona, Suck ageeements will nol ncrense the amount Borrower will
owe for b{ovigage Tngurance; sad they will nat wnilife Borrower (o any refund,

) Any sueh egrecments wilt not alfect the vighty Dorrower hag « if any - with respoct to the
Mortgnge Insurance vader the Homeawners Profeetion Act of 1998 or nuy other faw, These righis may
Indude (e vight to reccivo cevialn dsclosuves, 16 voquest mwd obtaln cmcellaton of the Morigoge
Tnyurance 1o have the Movigage Insurgnes terminntod sutonmutically; smlor (o recelve a vefund of any
Mowtynge Tnmarance premadunce that wers wavarnesd ad {he (g of such cancellation o¢ tevmnntion,

11 Assient of Miscellancons Proceeds; Porloituve. Al Miscellancous Proceeds nre hierchy
aashgned (o asd shadf be paid to Lender,
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If 1he Property Is damaged, such Migcolkineous Proceoda shall be applied to restoration or repair of the
- Tropecty, if the restortion or repalr Is coonomically feasible and Lender's security is not lessenad, During such
; repalr and restorotfon period, Lender sholl have the right to hold such Miscellaneous Proceeds untl] Lender ha
© hud an opportunity to inspect such Property (o ensure the wark has béen cormpleled to Lenders sutisfaction,
g provided thnt such laspection shell be underaen promptly, Lender niay pay for the repales and restoration in
: - single disbursetsent or {n o veries of progress pryments ne the work iy corapletod, Unless an agrecment. is
e I wrling or Applleable Law requires Interest o bo paid on such Miscellancous Procecds, Leader shall

10t bo required to pay Borrawer any Intevest or strnings on such Miscellmncous Proceeds, If the restoration or
-+ repaly 19 ot economically fessible or Leader's securty wonld be Jessened, the Miscellaneous Proceeds shalt
- be npplied 10 the sums secured by this Seeurity Instament, whether or not then due, with the excoss, If any,
paid 1o Borower, Such Miscollaneous Proceeds shall be applied in the order provided for in Section 2.

In tha event of 4 tolal taking, destrviction, or Jusy in value of the Property, the Miseellaneous Procoeds
- shall be applled 10 the suma secored by this Seeurlty Instrament, whiether ar not then due, Wil the excess, if
- vy, pald to Borrower,

In tho event of npartiol teking, destraction, or Toss in valye of the Property in which the fair market valuo
- of the Propenty hmmedinicly bofore the panial isking, destruction, or Joss In valug is cqual (o or greater thin

the wnound of the sums sceured by this Securlty Tnstrament immediately before the partial taking, destruction,

or 1oss {0 value, unless Borrower and Leader atherwize agree in wiiting, the sumy secured by this Scourkty

4 lastrumment shall be reduced by the amount of the Miseeliancous Proceeds multipied by the (oflowing fraction:

3 (4 she total avonot of he sums secured imracdiately before 1he partint lnking, destruction, or loys fn value

i divided by (h) the falr markel vatue of the Property Immediately before the partal taklng, destenction, or Joss
it value, Any balunce shall ba paid 1o Bovower,

In ths event of a parthal taking, destruction, o oss in vatue of the Propecty in which ke fale market value
~of the Property immediately before the panial inking, destsuction, or Inss in value Is less than the tnount of
3 the sums scoused Immediutely before the partis! wking, deatrotion, or Jass In value, unless Dorrower ond
§ Lender otherwlse agreo In writlng, the Migcellnocous Procecdn shall bo applied to the swns secured by this
s Security Insinunent whether or not the sums are then due,

IT the Propecty is sbandened by Boirower, or If, afler notlee by Lender 10 Barrower that the Opposing

Farty (st defised in the next sentence) offers to make an award to settle  clalm for damages, Borrower falls to
i respond 1o Lender whibln 30 days afier the dute the notics I given, Lender is nuiborized (o colloet gnd apply

tlie Miscellancous Prorzeds either to resttention or repair of the Propenty o 10 the suma secured iy this
JiSeenrdty Inslsumnent, whether or not then due, “Opposing Party”™ means the thir party ihat owes Dorrower
Miscellaneaus Procesds ar the party agadnst whons Borrower has o right of netion in regard 1o Miscellancous
SPoceeds,

Borrower shalt ba in default if any action or proceeding, whethar civit or criminal, 1s begui that, in
[Lenders judgment, could result fn forfeiture of the Property or niher malerial impeirment of Leader's interest
+in the Property or righis uniler this Security Instiwmeént. Borrowes can cure such a dofoult and, If aceelaration
“has ocowrred, seinstate 23 provided In Scetlon 19, by enusing the-action or proceéding to be dismissed with
sniling that, in Lender's judgment, prechindes forfeituse of the Propanty of olher material Lmpaiement of Lendeds
Vinteeost da the Property or righty undor 1hly Security Tostrument. “The penceeds of any award or claim for
darsges Ul we atldbutable (o (he impaimaenc af Lender's inlerest in (he Property are herelsy assigned and

shall be paid o Lewder, :

Adl trliscellaneous Proceeds thet are not applicd (o restoratlon orrepale of the Praperty shall be npplied In
Ate arder provided for in Section 2,

12, Borrower Nut Roleased; Porbeavance By Lender Not s Watver, Bxlension of the time for
;payaent o inodification of nmortkzation of e sung secured by this Security Tustrument granted by Cender (o
Boowwer or oy Successor in Intereat of Bomower shall nol operato to release the linbility of Borrower or any
Bueeessors dn locecest of Dorawer, Londer shall not be requited 1o commencs proceedings ugninat any
“Burcewsor bn Interest of Borrower or 10 refuss o extend lime for payment or otherwise modify nmotization of
the sums sceurad by this Security Instniment by cosson of any demand made by the origlual Bovower or eny
Suceessory In laterert of Borrower, Any fotbearance by Lender in axercisiay any right or remedy lucluding,
without fimitation, Lender's seceptance of paymenis from third pecsons, entities o¢ Successors in Tritorest of
Boriweer ar bt smounts Jess than e amonat thea dae, sholl not be t walver of or preciude the exerclse of any
right or remaly,

13, Joint ind Saveral Linbillty; Co-slpaves; Successors and Agslgna Bound, Borrower covenanty and
agrees that Borrmwee's obligadons wod Hability shail be jolnt nad severnl, However, nay Borrower who
co-slgnd thin Seeusity-Trstrament-tat toes o7 EXTITE We 1901 (i "Co-slgnes™): (8) Is co-aigning thie Security
Tnstrument only (0 madgage, guant and coaveay the co-gigner's lnterest in tie Property under the texmsg of this
Security lnsirnreent; (b) 18 aoC personally obligated t psy the kamg secured by this Security Instrument; aud
(<) agreeg thar Leader and any ofler Bomower can agree o extend, modify, forbear or make any
peeommodations whiti refasd (o the termis of this Scourity Insteument or the Note without fhe cu-slgners
Lonsent.

o Subjeet o the provigions of Section 18, suy Sveoessor in Tnterest of Borower who assumes Bormwee's
eliligations vnder this Sceurity lnstrument In wilting, and Is approved by Lender, sholl obtoin all of Borrower's
rights and beaefis wader Gis Security Tnstrument. Borrowee shall nat hs relensed from Bosroweds obligations
and Bability under this Sezviity Tnatnunent unfess Lender agrees to such relogse In writhig, The covenants ang
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eneements of this Scoudty Tastrumeny shall Lind (sxeept as provided in Section 20) and beaefit the successors
o vid assigns of Lender,

14, Loan Charges, Lender may charge Bowower feos for services prformed it connection with
Norower's defavlt for the pupose of protecting Lender's nterest In the Property nod rights under thiy
Security Instrument, Ircluding, but no¢ limited to, stomeys' fees, property $napection and valuslion fees, In
tegard Lo wny oiher fees, the wbsence of express authory in tls Security Instrument (o charge a specific fez o
Barrower shall not be constased ss w prohibiticn an te charglng of such fee. Lender may not charge fees that
nre expressly prohiblted by this Security Taatnuinent e by Applicable Law,

Wihg Loan §s subject 1o a law which gsts caximum foan charges, and that law is finelly interpreted so
that the injerest or other loan chanies collect=d or 10 be collected In contcelion with the Loan excoed ihe
permlited Himitg, then: (n) any such foan ehrge shull be reduced by tho amount necessary (o rednee the charga
o the permitied Himit tod (0) uny sums afready eollested from Borower which excesded permitted Hmits will
b elunded to Bomower, Lender muy choose o make this refund by reducing the princlpsl owed under tho
Hote or by making a diract paymant o Borrower. I 3 refand seduces principal, the reduction will by treated as
B opantial prepnyinedt without any prepaymenst charge {wheiher or nol 2 propayment charge is provided for
wides the Note). Borowor's secoptance of sty such rofund made by direet payment {0 Bomower will
ennglitule n walver of uny right of setion Borower might have arising out of such overcharge,

15, Notices, All natices given by Bomower or Lender in convection with this Securty Instrument must
bie in writing. Any notice (o Borower in cannection witl this Securdty Instrument shall be deemed 10 have
been given 10 Bomowee wiien moiled by first olags mail or when notunlly defivered to Borrower's notlco

addtessn 1 sent by other menns, Notice to wry one Borcower nhell constitate nofice to all Borrowers unless
Applicnble Law capressly requires otherwise, The nofies oddeess ahall be the Property Addreess unloss
Bormwer hos designaied a substiute notice nddress by notics 0 Lender, Borrower shall prooiply notily
Lenader of Borrowes's change of address, [T Lender specifics a procedure for reponing Borrower's chuage of
nikdress, then Borrower shall ouly report 1 chaage of address through Mt speeificd procedure, Thers may be
ouly on¢ designated notice addeass wier this Security Instrument ac any one time. Any natice 1 Lender shall
be given by deltvering it or by malling it Ly frel elass mail to Leader's address stated hercin unless Lender has
‘tesignated anoiber address by notce 10 Bomower, Any noties Tn connection with thig Security Tnstrument
BERT noUbe deamed o have been given to Lesder uili] astoally secelved by Lender, If nay notice required by
; s Security fostrument Is also required under Applicadle Luw, the Applicable Law requirement will satisfy
e corresponding requirentent vnder this Seenrity Instument,

16, Goveenlng Low; Severahililyy Rules of Constructlon, Thls Seenrity Instrument shall be govemed
by federal luw wnd the Jaw of the jurisdiction In wlitelh the Property is Tncated, Al rights and obligations
cantained in this Securily Insteument are subject to suy requirements ond Brmitoltons of Applicable Law,

. Applicable Luw might explicitly or lmpllchily wlow the parties to agree by comteagt or it might be silent, e
; sneh silencs shall not be construed as u prohibition egalnst ogreement by contrsat, In the event that any
provision or elwso of this Security Insteument or the Note contlicts with Applicable Law, sucl conflict ghall
not slicet other provisions of this Sccurity lnstrument or the Note which can be given offect without the
conflinting proviston,

|
i
:
;
5
i
i
i
2‘.

i Ag wsed in this Sceurlty Instrumeat: (0) words of the wasculine gonder shall menn and Inchude

! “cormspunding newter words or wonlds of the femiuing gender; (D) words in the singulne shell menn and Inchude

! the plural und vice veriry and (o) tha word "mny® glves sole discretion without any obligation to take any
action.,

FT Boreower's Copy. Boarower shafl be glyen one copy of ihe Notws and of this Security Instrument,

. Transfer of the Property ov s Heneliclal bilerest fn Boveowsy, Ay used in this Section 18,
“Inderest T the Propesty™ mesns any logal or beneliclat inerest in tha Propesty, incloding, but not Hmited to,
those beneficlal Intorests trensferved In o bond for deed, contact for deed, insteliment sates contmet or escrow
wgreerent, the intens of which Is the teansiae of 1hle by Domrowee at u furure dale (o o purchaser,

I alior ey par of the Propenty o any Interesi in the Proparty 18 sold or transfecred (or if Borrower is not
B et person wnd « beneficial imerest in Bowower i 503 or tenslerred) without Lender's prior written
sorsenty Lender mey requice immedisle paymend in Rll of ull sums scoured by this Security Instrumcnt,
However, thig option shall not be exercised by Lender if soch exercise Is profiilled by Applicable Law,

1§ Tender exercises 1hls aption, Lender zhall give Borrower notics of accoleration. Tho notice shall
provide a porod of not lesy than 30 days from the duie the nodee is given in necordance with Section 15
within which Besrower most puy all suins secvred by this Securlty Instument, 1T Borroweer fulls (o pay these
sums prioe (o the eapiratlon of thix pedod, Lender amy lovoke wmy remedles permidted by this Security
Lestrament withoud furtber aotice or demand on Bomrower,

1%, Borrower's gl tu Redostaie Aftec Accelorafion. If Borrower meels certaln coniditlons, Bocrower

i have ine vight 1o have eaforcement of (i Secuddty Instrnment discontinued at any time prior to the
carliest Of (1) five days before sale of the Propedty pursvint §o uny power of sale contalned in this Securitly
Tastrument; (b) such other perdod us Applicable Law might speci{y for the tenmination of Borrowet's right 1o
Teinsrate; Or {8} entey of o fudgment caforclng this Secwrity Instrument, ‘Thoss canditions aco that Borower;

i Lendze atd soms which tien would bo due undar this Seonrty Instrument and the Note s i no
secelenian bt oocumed; (b) cures any defastoof any ather coveiants o agreerents; () pays all expensey
Incuered b enforving this Sewuity Tusir ciading, it not Xited 1o, reasonable ullameys' fees,
saperty iaspection sail valuation feos, and uther fees incurred far the poross of protecting Lendor's interest
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I the Property and rights under s Scousity Instnment; and (d) takes such action o8 Lender wmay reasonably
require {o assuge thet Lender's Interest In the Property and dphty wnder this Security Tnsiroment, pad
Borrower's obligation 1o pay the siras secnrcd by this Security Jnstrameatt, shall conlinue unchanged. Lender
fny require that Bomower pay such relnsinfement sums and exnenses in one or more of the following forms,
ui rclectod by Lender: (8) cushy (b) meney order: (¢) certified check, bank cheek, troasureds clisck or cashiers
cheek, provided sy such check is drewn upon sn instimtion whose depasits nre insured by a federal ugency,
tslamentality or entity;-or{dy Rleceunie fonds Traislar, Upta reinstatement by Borcower, this Seeurity
Tnstrumeat und abfigations secured horeby shall remain fully effective as 1f no sccelerntion had oconrred,
However, this 1ight w reinstate shall not epply In the case of sccelemtion under Scctlon 18,
20, Sale of Netey Change of Loau Servicery Notice of Grigvanes, The Note ar & partial interest in the
Mot (logether with thig Securty Tnstrument) ean be s01d one of mare times without prlor notice to Borrower,
A xule ynight result in o change in the ontity (knover as the *Loan Servicer”™) that collects Periodle Paymenta
dise unter the Note aad this Sceurity Instearocat and performs other morigags Jonn servielng obfigatons under
the Nots, (hls Secvrty Instrament, nod Applicable Law, Thera also might be one or mote changes of the Losn
“8grddonr warelated 10 u sule of the Note, If theee is a chonpe of the Lon Servicer, Borrower will be givan
weitten totice of the chunge which will aiste the name and address of (he now Loan Servicer, the nddress 10
‘which paymena should be mode and any other information RESPA requires in conneotion with a notice of
anler of servichug, 30 the Note s sold asd thereafter the Loon is serviced by 1 Logn Servicer other than the
parchiser of the Nele, the mortgnge Toan seeviclisy obigations o Dosrower will sermsin with the Loan Sarvicer
or be truasferred (o a suceessor Loan Servicar smd are 0ot assumed by e Note purchaser unless otherwise
proviled by the Mote purehases,

Neither Barrower nor Lendes tuy sommence, join, or be Jeined 1o sny judicial sction (a5 eithes on
individual litigant or the mersber of n elase) that arises from the other pany's actions pucsuant 1o this Security
Tnstrumeat or that alloges thiat the other party hua breached nny provision of, or any duty owed by reason of,
Wiy Seanelty Insuwment, wiste sueh Berrower or Lender has colified the other pady (with auch notice glvenin
compiance whh the requirerments of Scetion 13) of such atleged bicach and afforded the other purty hercto o
ezasunable pariod afier she glving of sueli notice (o take corrective sotlon, If Applicable Law provides i tims
patiet whicl mist elagse before cenain notlon ean be token, that time period will be deemed 1o bie rearonatile
for pusposes of thia prragraph. The notice of secelerution and opportunity (o curs given 16 Borrower pursuan

40 Sectlon 22 and (e nolice of accelerntion given 1o Borrower pursuant to Sectlon 18 ahnll be deesned 10
walisly the notive sad opparlunity to take correcsivs action provisions of this Soclion 20,

2L, Bazavdouy Sobsianees, An used fo this Sectioa 24: (o) "Hezardous Substances” ire those substances

delined ax toxie or hezanlous substances, pollutaats, or wasies by Bnvironmental Law and the following
sabstnenn; ghsolive, kerosene, other fammuble or toxie petrvloum products, taxie pestieides and herblcides,
volatile solvents, unterduls containlng  nshestos r formuldehyde, and radioactive materialy; (b)
Hnvieonmentel Low” means federnl laws and faws of the furisdiction swhers the Property i Iocated that refate
o health, safery or eavironmental protection; (6) "Rnvironmental Cleanup® ineludea any response aclion,
romedial selon, or somuval aciion, as defined In Bavironmental Law; and (4) an “Havironmental Condition™
freans u coadition that tan eange, contibuie 10, or otwrwlse felgger mn Bnviconmental Cleanup,

Homower shall vol cyuse oF permit the presenee, use, disposal, storage, or refease o any Hazardous

g =8, ¢ thevaden W celente any Havardoos Substances, on ar in the Properdy, Borower shall not da, noe
alow aayone else lo do, snyting affecting tiz Peoperty (o) that s In viclalon of any Buvircnmenisl Law, (b
which crentes on Envirommentel Condition, of (0) which, due to the presonce, wsr, or releass of o Hazandous
Subslaace, creates n condition that adversoly affects the valug of the Propesty, The praceding iwo sentenees
stmll not apply fo the preseace, uss, oe Bornge on the Propedy of small quantities of Hazardons Subsinncss
dhat are ganerally recogiized lo be sppoptiate w normal residentlal uses and 1o malntenance of the Propesty
(inclhudiog, but not finbied 1o, hazardons substansos i donsamer protucty).

Bonuwer shail prompify giva Lender writien notles of (1) any investigation, chaim, demand, lawanlt or
il i by aay governmenad o regalsory sgency o privete perly involving the Property and mny
Ureardons Substanes or Bovironmental Law of which Borrowse has scmal knowledge, () any Bavironmental
Condidon, inchsding but not lmited 1o, way gpdliing, lesking, discharge, release or threat of releass of ony
Havardous e, wad (0} oy condion caused by the presence, use or release of o Hozardous Substanse
sh ndversely affects e valuo of e Property, If Borrower leams, of is notified by mny govesamental or
ltory wuthority, o any private pasty, et nny removal o ather remediation of any Mazacdous Substune
ting the Propedy 15 secessaey, Honower shall prompily take all necessary remedial nctions In secordance
. Nothing bereln aball create suy obligation on Lender for an Boviconmental Cleanup.

NON-UNIFCRM COVBRAINTS, Braruwer and Lender Rurther covenant and agreo as follows:

22, Aceelersiiong Remedies. Lender shall give notiee (o Borrower prior o acecloration following
Barrowess breach of puy eovenant or apeeomost fa thils Scourily Instroment (it not prioe {0
acecierntion under Seetlon 18 unless Apphicable Law provides sthervise), The notice shali spacify: (s)
G detuntiy () o nedon regalred (o cvve the defeully (o) 1 dade, not Tesy than 30 daya feom the date the
nolice ks phven to Boreower, by whick the defanl{ must bo cured; () (hat fotlure to cure fhoe defsslt o or
Belore the dute specfied in the notice may vesul in newleration of the sumy secured by this Securlty
Tt rwment, forecdosure by Judicle] peoeceeding and aple of the Property; (0) e Barrower's vight {0
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seloyinde sffer acvelerntion sad the (ight o asiect I the toreclostive proceeding the non-existance of 8

delunll vr uny other defense of Baveower to aecddevation snd Joreclosure; ond () any niher dlaclosure

vequiresd yidee the Fale FPorcclogtre Act, collfied ot Seelfong 2425453 ef seq. of the Now Jersoy

Sigtutes, ve ofher Applleabie Law, I the defuud! s not cured on or heforo the dats specified In he

notive, Landes ol ja oplon way cegulee Invnedlate payment in full of all sumg secuved by this Secority

fasteonient wailioud further dvsand and muy foveduse this Sceurily Instrwinent by judicls! proceeding,

Lendee shinil e volltted to colloet ali vapunses imnrrcd n pursuing the remedies provided In (hiy

o Secthen 22, Including, bul nof Hmiled Lo, stiovneys' fees ond eosts of litte evidence pesmitied by Rules of
Lourt,

235, Retense, Upon paynieat of sl sums sccwsed by tls Securhty Tustrument, Lender shall cancel this
Sceurdty Instrumant, Borrower sl pay wny wecondation cosis. Londar may charge Borrower a fos for
releesing this Secority Insirmvent, bur only i the fee Is pid o o third perty for services rendered and the
charging of the fee is peamitled under Applivable Low.

24, No Cladm of Credit Tor Taves Borower will not make dedaction feom or olairs oredit on the
ipal or interest secuced by this Seeuddty Tnstoument by erson of iy govemmenial (8X68, LSscsSMEnts ar
s, Borrower Wil wot el soy deducton frem the tmeable value of the Propessy by reason of thig
s lnstanment,

BY SIGRING BELOW, Borower accepls and agrees (0 the lerms und covenants gontained o thig
Seourity Instrument and in sy Ridee eaconted by Borrower and secorded with it,

Sigaed, sealed sod delivered i the gresense off

” /// ﬂ///[ 8 71>7J (Seal)

MARK 84 . «Borower

( /{/f/{///}; /:( /I/ (e [
(Seal}
MITOTHETTE 8 LLIRS Borower
(Seal)
~arrowar
(Seal)
~Rocrawee

STATH OR NEW JIRBEY, /)U{ /l. i \KS\ gy County sus

i lal \]
On zm,(:‘?g day of rﬁb\(\)ﬂ.)\l (:DOG’}’ . belore me, the subseriber,

s prsonally sppesred
1

a0
BRRRAGES (.

-7 J(\ b L))
AP LU T

[ 7\ who, | an satisfied,
e \within tustrument um Urereupon seknowledged that

() mamed inoand who t.cvu'ﬁd t
led and deliversd th

m/ herdtheir z\ el tc cd, for the puposss thersin
\ )\U&@\ (k)
e b7

Notwy Publie

Lisa J. L-ws}
Hotary Publig of Now Jarsoy
My Cormmlgsion hx%ﬂmc
Yem,ssn 14, 2006

”371{?

P A ALY 082y CHL (T e) Prgo Ut 10 Form 3031 1401

BookB515/Page1107



Case 3:17-cv-06668 DW@@@VEV-’?%%"W Page 1 of 1 PagelD: 59

The JS 44 civil cover sheet and the information contained herein neither replace nor supplement the filing and service of pleadings or other papers as required by law, except as
provided by local rules of court. This form, approved by the Judicial Conference of the United States in September 1974, is required for the use of the Clerk of Court for the
purpose of initiating the civil docket sheet. (SEE INSTRUCTIONS ON NEXT PAGE OF THIS FORM.)

. (8) PLAINTIFFS SEeEc[; é\le%ALJc}laTnSServicing, LLC; American Security Ins. Co.

JS 44 (Rev.06/17)

Mark Smith

(b) County of Residence of First Listed Plaintiff ~ Camden County
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Cite the U.S. Civil Statute under which you are filing (Do not cite jurisdictional statutes unless diversity):
RICO, 18 USC,ss.1962(c) & (d); Truth in LEnding Act, 15 USC ss. 1601, et seq.
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Contractual breaches and statutory violations for imposition of illegal charges for force placed insurance
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