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The trustee will report to the holders and to the servicer for each calendar year the amount of any "reportable payments" during the year and the 

amount of tax withheld, dairy, with respect to payments on the securities. 

Tax Treatment of Foreipt Investors 

Subject to the discussion below with respect to trust funds as to which a partnership election is made under the Code, unless interest (including 

OID) paid on a security (other than a Residual Interest Security) is considered to be "effectively connected" with a trade or business conducted in the 

United States by a Non-U.S. Person, the interest will nonnally qualify as portfolio interest (except where the recipient is a holder, directly or by 

attribution, of 10% or more of the capital or profits interest in the issuer, or the recipient is a controlled foreign corporation to which the issuer is a related 

person) and will be exempt from federal income tax. Upon receipt of appropriate ownership statements, the issuer normally will be relieved of obligations 

to withhold tax from those interest payments. These provisions supersede the generally applicable provisions of United States law that would otherwise 

require the issuer to withhold at a 30% rate (unless this rate were reduced or eliminated by an applicable tax treaty) on, among other things, interest and 

other fixed or determinable, annual or periodic income paid to Non-U.S. Persons. Holders of Pass-Through Securities and Stripped Securities, including 

Ratio Strip Securities, however, may be subject to withholding to the extent that the loans were originated on or before July 18, 1984. 

Interest and OID of holders who are Non-U.S. Persons are not subject to withholding if they are effectively connected with a United States 

business conducted by the holder. They will, however, generally be subject to the regular United States income tax. 

Payments to holders of Residual Interest Securities who are Non-U.S. Persons will generally be treated as interest for purposes of the 30% (or 

lower treaty rate) United States withholding tax. Holders should assume that this income does not qualify for exemption from United States withholding 

tax as "portfolio interest." It is clear that, to the extent that a payment represents a portion of REMIC taxable income that constitutes excess inclusion 

income, a holder of a Residual Interest Security will not be entitled to an exemption from or reduction of the 30% (or lower treaty rate) withholding tax 

rule. If the payments are subject to United States withholding tax, they generally will be taken into account for withholding tax purposes only when paid 

or distributed, or when the Residual Interest Security is disposed of The Treasury has statutory authority, however, to promulgate regulations which 

would require these amounts to be taken into account at an earlier time in order to prevent the avoidance of tax. These regulations could, for example, 

require withholding prior to the distribution of cash in the case of Residual Interest Securities that do not have significant value. 

Under the REMIC Treasury regulations, if a. Residual Interest Security has tax avoidance potential, a transfer of a Residual Interest Security to a 

Non-U.S. Person will be disregarded for all federal tax purposes. A Residual Interest Security has tax avoidance potential unless, at the time of the transfer 

the transferor reasonably expects that the REM1C will distribute to the transferee residual interest holder amounts that will equal at least 30% of each 

excess inclusion, and that these amounts will be distributed at or after the time at which the excess inclusions accrue and not later than the calendar year 

following the calendar year of accrual. If a Non-U.S. Person transfers a Residual Interest Security to a U.S. Person, and if the transfer has the effect of 

allowing the transferor to avoid tax on accrued excess inclusions, then the transfer is disregarded and the transferor continues to be treated as the owner of 

the Residual Interest Security for purposes of the withholding tax provisions of the Code. Please read "— Excess Inclusions." 
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Tax Characterization of the Trust Fund as a Partnership 

Andrews Kurth LLP, special counsel to the depositor, will deliver its opinion that a trust fund for which a partnership election is made will not 

be an association (or publicly traded partnership) taxable as a corporation for federal income tax purposes. This opinion will be based on the assumption 

that the terms of the Trust Agreement and related documents will be complied with, and on counsel's conclusions that the nature of the income of the trust 

fund will exempt it from the rule that certain publicly traded partnerships are taxable as corporations or the issuance of the securities has been structured as 

a private placement under an IRS safe harbor, so that the trust fund will not be characterized as a publicly traded partnership taxable as a corporation. 

If the trust fund were taxable as a corporation for federal income tax purposes, the trust fund would be subject to corporate income tax on its 

taxable income. The trust fund's taxable income would include all its income, possibly reduced by its interest expense on the notes. Any such corporate 

income tax could materially reduce cash available to make payments on the notes and distributions on the certificates, and certificatcholders could be liable 

for the amount of tax that is not otherwise paid by the trust fund. 

Tax Consequences to Holders of the Notes 

Treatment of the Notes as Indebtedness. In the case of notes for which a REMIC election is not made, the trust fund will agree, and the 

noteholders will agree by their purchase of notes, to treat the notes as debt for federal income tax purposes. Special counsel to the depositor will, except as 

otherwise provided in the related prospectus supplement, advise the depositor that the notes will be classified as debt for federal income tax purposes. The 

discussion below assumes this characterization of the notes is correct. 

OID, Indexed Securities, etc. The discussion below assumes that all payments on the notes are denominated in U.S. dollars, and that the notes are 

not indexed securities or Stripped Securities. Moreover, the discussion assumes that the interest formula for the notes meets the requirements for 

"qualified stated interest" under the OID Regulations, and that any OID on the notes (i.e., any excess of the principal amount of the notes over their issue 

price) does not exceed a de minirnis amount (i.e., 0.25% of their principal amount multiplied by the number of full years included in their term), all within 

the meaning of the OID Regulations. If these conditions arc not satisfied with respect to any given series of notes, additional tax considerations with 
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respect to the notes will be disclosed in the applicable prospectus supplement. 

Interest laconic on the Notes. Based on the above assumptions, except as discussed in the following paragraph, the notes will not be considered 

issued with OID. The stated interest thereon will be taxable to a noteholder as ordinary interest income when received or accrued in accordance with the 

noteholder's method of tax accounting. Under the OID Regulations, a holder of a note issued with a de minimis amount of OLD must include the OID in 

income, on a pro rata basis, as principal payments are made on the note. It is believed that any prepayment premium paid as a result of a mandatory 

redemption will be taxable as contingent interest when it becomes fixed and unconditionally payable. A purchaser who buys a note for more or less than 

its principal amount will generally be subject, respectively, to the premium amortization or market discount rules of the Code. 

A holder of a note that has a fixed maturity date of not more than one year from the issue date of the note (a "Short-Term Note") may be subject 

to special rules. An accrual basis holder of a Short-Term Note (and certain cash method holders, including regulated investment companies, as set forth in 

Section 1281 of the Code) generally would be required to report interest income as interest accrues on a straight-line basis over the term of each interest 

period. Other cash basis holders of a Short-Term Note would, in general, be required to report interest income as interest is paid (or, if earlier, upon the 

taxable disposition of the Short-Term Note). However, a cash basis holder of a Short-Tenn Note reporting interest income as it is paid may be required to 

defer a portion of any interest expense otherwise deductible on indebtedness incurred to purchase or carry the Short-Tenn Note until the taxable 

disposition of the Short-Term Note. A cash basis taxpayer may elect under Section 1281 of the Code to accrue interest income on all nongovemment debt 

obligations with a term of one year or less, in which case the taxpayer would include interest on the Short-Term Note in income as it accrues, but would 

not be subject to the interest expense deferral rule referred to in the preceding sentence. Certain special rules apply if a Short-Term Note is purchased for 

more or less than its principal amount. 
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Sale or Other Disposition. If a noteholder sells a note, the holder will recognize gain or loss in an amount equal to the difference between the 

amount realized on the sale and the holder's adjusted tax basis in the note. The adjusted tax basis of a note to a particular noteholder will equal the holder's 

cost for the note, increased by any market discount, acquisition discount, OID and gain previously included by the noteholder in income with respect to 

the note and decreased by the amount of bond premium (if any) previously amortized and by the amount of principal payments previously received by the 

noteholder with respect to the note. Any such gain or loss will be capital gain or loss if the note was held as a capital asset, except for gain representing 

accrued interest and accrued market discount not previously included in income. Capital losses generally may be used only to offset capital gains. 

Foreign Holders. Interest payments made, or accrued, to a noteholder who is a Non-U.S. Person (a "foreign person") generally will be 

considered "portfolio interest," and generally will not be subject to United States federal income tax and withholding tax, if the interest is not effectively 

connected with the conduct of a trade or business within the United States by the Non-U.S. Person and the Non-U.S. Person 

• is not actually or constructively a "10 percent shareholder" of the trust fund or the seller, including a holder of 10% of the outstanding 

certificates, or a "controlled foreign corporation" with respect to which the trust fund or the seller is a "related person" within the meaning of 

the Code and 

• provides the owner trustee or other person who is otherwise required to withhold U.S. tax with respect to the notes with an appropriate 

statement (on Form W-8BEN or a similar form), signed under penalties of perjury, certifying that the beneficial owner of the note is a Non-

U.S. Person and providing the Non-U.S. Person's name and address. 

If a note is held through a securities clearing organization or certain other financial institutions, the organization or institution may provide the 

relevant signed statement to the withholding agent; in that case, however, the signed statement must be accompanied by a Form W-8 BEN or substitute 

form provided by the Non-U.S. Person that owns the note. If the interest is not portfolio interest, then it will be subject to United States federal income 

and withholding tax at a rate of 30%, unless reduced or eliminated pursuant to an applicable tax treaty. 

Any capital gain realized on the sale, redemption, retirement or other taxable disposition of a note by a Non-U.S. Person will be exempt from 

United States federal income and withholding tax, provided that the gain is not effectively connected with the conduct of a trade or business in the United 

States by the Non-U.S. Person and in the case of an individual Non-U.S. Person, the Non-U.S. Person is not present in the United States for 183 days or 

more in the taxable year. 

Backup Withholding. Each holder of a note, other than an exempt holder such as a corporation, tax-exempt organization, qualified pension and 

profit-sharing trust, individual retirement account or nonresident alien who provides certification as to status as a nonresident, will be required to provide, 

under penalties of perjury, a certificate containing the holder's name, address, correct federal taxpayer identification number and a statement that the 

holder is not subject to backup withholding. Should a nonexempt noteholder fiLl to provide the required certification, the trust fund will be required to 

withhold 28% (which rate is scheduled to be increased to 31% for payments made after December 31, 2010) of the amount otherwise payable to the 

holder, and remit the withheld amount to the IRS as a credit against the holder's federal income tax liability. 

Possible Alternative :1)-eahnents of the Notes. If, contrary to the opinion of special counsel to the depositor, the IRS successfully asserted that one 

or more of the notes did not represent debt for federal income tax purposes, the notes might be treated as equity interests in the trust fund. If so treated, the 

trust fund might be taxable as a corporation with the adverse consequences described above (and the taxable corporation would not be able to reduce its 

taxable income by deductions for interest expense on notes recharacterized as equity). Alternatively, and most likely in the view of special counsel to the 
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depositor, the trust fund might be treated as a publicly traded partnership that would not be taxable as a corporation because it would meet certain 

qualifying income tests, Nonetheless, treatment of the notes as equity interests in a publicly traded partnership could have adverse tax consequences to 

certain holders. For example, income to certain tax-exempt entities (including pension funds) would be "unrelated business taxable income," income to 

. foreign holders generally would be subject to U.S. tax and U.S. tax return filing and withholding requirements, and individual holders might be subject to 

certain limitations on their ability to deduct their share of the trust fund's expenses. 
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Tax Consequences to Holders of the Certificates for a Trust Fund Treated as a Partnership 

Treatment of the Trust Fund as a Partnership. If the trust fund is to be treated as a partnership for tax purposes, the trust fund and the master 

servicer will agree, and the certificatehoklers will agree by their purchase of certificates, to treat the trust fund as a partnership for purposes of federal and 

state income tax, franchise tax and any other tax measured in whole or in part by income, with the assets of the partnership being the assets held by the 

trust fund, the partners of the partnership being the certificateholders, and the notes being debt of the partnership. However, the proper characterization of 

the arrangement involving the trust fund, the certificates, the notes, the trust fund and the servicer is not clear because there is no authority on transactions 

closely comparable to that contemplated in this prospectus. 

A variety of alternative characterizations are possible. For example, because the certificates have certain features characteristic of debt, the 

certificates might be considered debt of the trust fund, Any such characterization would not result in materially adverse tax consequences to 

certificateholders as compared to the consequences from treatment of the certificates as equity in a partnership, described below. The following discussion 

assumes that the certificates represent equity interests in a partnership. 

Indexed Securities, etc. The following discussion assumes that all payments on the certificates are denominated in U.S. dollars, none of the 

certificates are Indexed securities or Strip certificates, and that a series of securities includes a single class of certificates. If these conditions are not 

satisfied with respect to any given series of certificates, additional tax considerations with respect to the certificates will be disclosed in the applicable 

prospectus supplement. 

Partnership Taxation. As a partnership, the trust fund will not be subject to federal income tax. Rather, each certificateholder will be required to 

separately take into account the holder's allocated share of income, gains, losses, deductions and credits of the trust fund. The trust fund's income will 

consist primarily of interest and finance charges earned on the loans (including appropriate adjustments for market discount, OID and bond premium) and 

any gain upon collection or disposition of loans. The trust fund's deductions will consist primarily of interest accruing with respect to the notes, servicing 

and other fees, and losses or deductions upon collection or disposition of loans. 

The tax items of a partnership are allocable to the partners in accordance with the Code, Treasury regulations and the partnership agreement 

(here, the Trust Agreement and related documents). The Trust Agreement will provide, in general, that the certificateholders will be allocated taxable 

income of the trust fund for each month equal to the suns of (i) the interest that accrues on the certificates in accordance with their terms for the month, 

including interest accruing at the Pass-Through Rate for the month and interest on amounts previously due on the certificates but not yet distributed; (ii) 

any trust fund income attributable to discount on the Loans that corresponds to any excess of the principal amount of the certificates over their initial issue 

price; (iii) prepayment premium payable to the certificateholders for the month; and (iv) any other amounts of income payable to the certificateholders for 

the month. This allocation will be reduced by any amortization by the Mist fund of premium on loans that corresponds to any excess of the issue price of 

certificates over their principal amount. All remaining taxable income of the trust fund will be allocated to the depositor or an affiliate. Based on the 

economic arrangement of the pasties, this approach for allocating trust fund income should be permissible under applicable Treasury regulations, although 

no assurance can be given that the IRS would not require a greater amount of income to be allocated to certificateholders. Moreover, even under the 

foregoing method of allocation, certificateholders may be allocated income equal to the entire Pass-Through Rate plus the other items described above 

even though the trust fund might not have sufficient cash to make current cash distributions of this amount. Thus, cash basis holders will in effect be 

required to report income from the certificates on the accrual basis and certificateholders may become liable for taxes on trust fund income even if they 

have not received cash from the trust fund to pay the taxes. In addition, because tax allocations and tax reporting will be done on a uniform basis for all 

certificateholders but certificateholders may be purchasing certificates at different times and at different prices, certificateholders may be required to 

report on their tax returns taxable income that is greater or less than the amount reported to them by the trust fund. 
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All of the taxable income allocated to a certificateholder that is a pension, profit sharing or employee benefit plan or other tax-exempt entity 

(including an individual retirement account) will constitute "unrelated business taxable income" generally taxable to that holder under the Code. 

An individual taxpayer's share of expenses of the trust fund (including fees to the servicer but not interest expense) would be miscellaneous 

itemized deductions. These deductions might be disallowed to the individual in whole or in part and might result in the holder being taxed on an amount 

of income that exceeds the amount of cash actually distributed to the holder over the life of the trust fund. 

The trust fund intends to make all tax calculations relating to income and allocations to certificateholders on an aggregate basis. If the IRS were 

to require that the calculations be made separately for each loan, the trust fund might be required to incur additional expense but it is believed that there 
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would not be a material adverse effect on certificateholders. 

Discount and PremMm. It is believed that the loans were not issued with OID, and, therefore, the trust fund should not have OID income. 

• However, the purchase price paid by the trust fund for the loans may be greater or less than the remaining principal balance of the loans at the time of 

purchase. If so, the loan will have been acquired at a premium or discount, as the case may be. (As indicated above, the trust fund will make this 

calculation on an aggregate basis, but might be required to recompute it on a loan by loan basis.) 

If the trust fund acquires the loans at a market discount or premium, the trust fund will elect to include the discount in income currently as it 

accrues over the life of the loans or to offset the premium against interest income on the loans. As indicated above, a portion of the market discount 

income or premium deduction may be allocated to certificateholders. 

Section 708 Termination. Under Code Section 708, a sale or exchange of 50% or more of the capital and profits in a partnership would cause a 

deemed contribution of assets of the partnership (the "old partnership") to a new partnership (the "new partnership") in exchange for interests in the new 

partnership. These interests would be deemed distributed to the partners of the old partnership in liquidation thereof, which would not constitute a sale or 

exchange. Accordingly, if the trust fund were characterized as a partnership and a sale of certificates temanated the partnership under Code Section 708, 

the purchaser's basis in its ownership interest would not change. 

Disposition of Certificates. Generally, capital gain or loss will be recognized on a sale of certificates in an amount equal to the difference 

between the amount realized and the seller's tax basis in the certificates sold. A certificateholder's tax basis in a certificate will generally equal the holder's 

cost increased by the holder's share of trust fund income (includible in income) and decreased by any distributions received with respect to the certificate. 

In addition, both the tax basis in the certificates and the amount realized on a sale of a certificate would include the holder's share of the notes and other 

liabilities of the trust fund. A holder acquiring certificates at different prices may be required to maintain a single aggregate adjusted tax basis in the 

certificates, and, upon sale or other disposition of some of the certificates, allocate a portion of the aggregate tax basis to the certificates sold, rather than 

maintaining a separate lax basis in each certificate for purposes of computing gain or loss on a sale of that certificate. 

Any gain on the sale of a certificate attributable to the holder's share of unrecognized accrued market discount on the loans would generally be 

treated as ordinary income to the holder and would give rise to special tax reporting requirements. The trust fund does not expect to have any other assets 

that would give rise to the special reporting requirements. Thus, to avoid those special reporting requirements, the trust fund will elect to include market 

discount in income as it accrues. 
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If a certificateholder is required to recognize an aggregate amount of income (not including income attributable to disallowed itemized 

deductions described above) over the life of the certificates that exceeds the aggregate cash distributions with respect thereto, the excess will generally 

give rise to a capital loss upon the retirement of the certificates. 

Allocations' Between Transferors and Transferees. In general, the trust fund's taxable income and losses will be determined monthly and the tax 

items for a particular calendar month will be apportioned among the certiticateholders in proportion to the principal amount of certificates owned by them 

as of the close of the last day of the month. As a result, a holder purchasing certificates may be allocated tax items (which will affect its tax liability and 

tax basis) athibutable to periods before the actual transaction. 

The use of a monthly convention may not be permitted by existing Treasury regulations. If a monthly convention is not allowed (or only applies 

to transfers of less than all of the partner's interest), taxable income or losses of the trust fund might be reallocated among the certificateholders. The trust 

fund's method of allocation between transferors and transferees may be revised to conform to a method permitted by future regulations. 

Section 754 Election. In the event that a certificateholder sells its certificates at a profit (loss), the purchasing certificateholder will have a higher 

(lower) basis in the certificates than the selling certificateholder had. The tax basis of the trust fund's assets will not be adjusted to reflect that higher (or 

lower) basis unless the trust fund were to file an election under Section 754 of the Code. In order to avoid the administrative complexities that would be 

involved in keeping accurate accounting records, as well as potentially onerous information reporting requirements, the trust fund will not make this 

election. As a result, certificateholders might be allocated a greater or lesser amount of trust fund income than would be appropriate based on their own 

purchase price for certificates. 

The American Jobs Creation Act of 2004 added a provision to the Code that would require a partnership with a "substantial built-in loss" 

immediately after a transfer of a partner's interest in such partnership to make the types of basis adjustments that would be required if an election under 

Section 754 of the Code were in effect. This new provision does not apply to a "secluitization partnership." The related prospectus supplement will 

address whether any partnership in which a certificate represents an interest will constitute a securitization partnership for this purpose. 

Administrative Matters. The owner trustee is required to keep or have kept complete and accurate books of the trust fund. These books will be 

maintained for financial reporting and tax purposes on an accrual basis and the fiscal year of the trust fund will be the calendar year. The trustee will file a 

partnership information return (IRS Form 1065) with the IRS for each taxable year of the trust fund and will report each cenificateholder's allocable share 

of items of trust fund income and expense to holders and the IRS on Schedule K-1. The trust fund will provide the Schedule K-1 information to nominees 

that fail to provide the trust fund with the information statement described below and those nominees will be required to forward this information to the 
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beneficial owners of the certificates. Generally, holders must file tax returns that are consistent with the nformation return filed by the trust fund or be 

subject to penalties unless the holder notifies the IRS of all inconsistencies. 

Under Section 6031 of the Code, any person that holds certificates as a nominee at any time during a calendar year is required to famish the trust 

fund with a statement containing certain information on the nominee, the beneficial owners and the certificates so held. This information includes (i) the 

name, address and taxpayer identification number of the nominee and (ii) as to each beneficial owner (x) the name, address and identification number of 

the person, (y) whether the person is a United States person, a tax- exempt entity or a foreign government, an international organization, or any wholly 

owned agency or instrumentality of either of the foregoing, and (z) certain information on certificates that were held, bought or sold on behalf of the person 

throughout the year. In addition, brokers and financial institutions that hold certificates through a nominee are required to furnish directly to the trust fund 

information as to themselves and their ownership of certificates. A clearing agency registered under Section 17A of the Securities Exchange Act of 1934, 

as amended is not required to furnish this information statement to the trust fund. The information referred to above for any calendar year must be 

furnished to the trust fund on or before the following January 31. Nominees, brokers and financial institutions that fail to provide the trust fund with the 

information described above may be subject to penalties. 
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Unless otherwise specified in the related prospectus supplement, the depositor will be designated as the tax matters partner in the related Trust 

Agreement and will be responsible for representing the certificateholders in any dispute with the IRS. The Code provides for administrative examination 

of a partnership as if the partnership were a separate and distinct taxpayer. Generally, the statute of limitations for partnership items does not expire before 

three years after the date on which the partnership information return is filed. Any adverse determination following an audit of the return of the trust fund 

by the appropriate taxing authorities could result in an adjustment of the returns of the certificatehoklers, and, under certain circumstances, a 

certificateholder may be precluded from separately litigating a proposed adjustment to the items of the trust fund. An adjustment could also result in an 

audit of a certificateholder's returns and adjustments of items not related to the income and losses of the trust fund. 

Tax Consequences to Foreign Certificateholders. It is not clear whether the trust fund would be considered to be engaged in a trade or business 

in the United States for purposes of federal withholding taxes with respect to Non-U.S. Persons because there is no clear authority dealing with that issue 

under facts substantially similar to those described in this prospectus. Although it is not expected that the trust fund would be engaged in a trade or 

business in the United States for those purposes, the trust fund will withhold as if it were so engaged in order to protect the trust fund from possible 

adverse consequences of a failure to withhold. The trust fund expects to withhold on the portion of its taxable income, as calculated for this purpose which 

may exceed the distributions to certificateholders, that is allocable to certificateholders who are Non-U.S. Persons pursuant to Section 1446 of the Code, 

as if the income were effectively connected to a U.S. trade or business, at a rate of 35% for Non-U.S. Persons that are taxable as corporations and at the 

highest federal income tax rate applicable to U.S. individual taxpayers for all other Non-U.S. Persons. Subsequent adoption of Treasury regulations or the 

issuance of other administrative pronouncements may require the trust fund to change its withholding procedures. In determining a holder's withholding 

status, the trust fund may rely on an applicable IRS Form W-8, IRS Form W-9 or the holder's certification of nonforeign status signed under penalties of 

Perjury. 

Each holder that is a Non-U.S. Person might be required to file a U.S. individual or corporate income tax return (including, in the case of a 

corporation, the branch profits tax) on its share of the trust fund's income. Each holder that is a Non-U.S. Person must obtain a taxpayer identification 

number from the IRS and submit that number to the trust fund on Form W-8 BEN in order to assure appropriate crediting of the taxes withheld. A holder 

that is a Non-U.S. Person generally would be entitled to file with the IRS a claim for refund with respect to taxes withheld by the trust fund taking the 

position that no taxes were due because the trust fund was not engaged in a U.S. trade or business. However, interest payments made (or accrued) to a 

certificateholder who is a Non-U.S. Person generally will be considered guaranteed payments to the extent those payments are determined without regard 

to the income of the trust fund. If these interest payments are properly characterized as guaranteed payments, then the interest will not be considered 

"portfolio interest." As a result, certificateholders will be subject to United States federal income tax and withholding tax at a rate of 30%, unless reduced 

or eliminated pursuant to an applicable treaty. In that case, a holder that is a Non-U.S. Person would only be entitled to claim a refund for that portion of 

the taxes in excess of the taxes that should be withheld with respect to the guaranteed payments. 

Backup Withholding. Distributions made on the certificates and proceeds from the sale of the certificates will be subject to a "backup" 

withholding tax of 28% (which rate is scheduled to be increased to 31% for payments made after December 31, 2010) if in general, the certificateholder 

fails to comply with certain identification procedures, unless the holder is an exempt recipient under applicable provisions of the Code. 

STATE TAX CONSIDERATIONS 

In addition to the federal income tax consequences described in "Material Federal Income Tax Consequences," potential investors should 

consider the state and local income tax consequences of the acquisition, ownership, and disposition of the securities. State and local income tax law may 

differ substantially from the corresponding federal law, and this discussion does not purport to describe any aspect of the income tax laws of any state or 

locality. Therefore, potential investors should consult their own tax advisors with respect to the various state and local tax consequences of an investment 

in the securities. 
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ERISA CONSIDERATIONS 

The following describes certain considerations under ERISA and the Code, which apply only to securities of a series that are not divided into 

subclasses. If securities are divided into subclasses, the related prospectus supplement will contain information concerning considerations relating to 

ERISA and the Code that are applicable to those securities. 

ERISA and Section 4975 of the Code impose requirements on employee benefit plans (and on certain other retirement plans and arrangements, 

including individual retirement accounts and annuities and Keogh plans as well as collective investment funds and separate accounts in which those plans, 

accounts or arrangements are invested) (collectively, "Plans') subject to ERISA or to Section 4975 of the Code and on persons who are fiduciaries with 

respect to those Plans and other persons who bear specified relationships to Plans ("Parties in Interest"). Generally, ERISA applies to investments made 

by Plans. Among other things, ERISA requires that the assets of Plans be held in trust and that the trustee, or other duly authorized fiduciary, have 

exclusive authority and discretion to manage and control the assets of those Plans. ERISA also imposes certain duties on persons who are fiduciaries of 

Plans. Under ERI SA, any person who exercises any authority or control respecting the management or disposition of the assets of a Plan is considered to 

be a fiduciary of the Plan (subject to certain exceptions not here relevant)..Certain employee benefit plans, such as governmental plans (as defined in 

ERISA Section 3(32)) and, if no election has been made under Section 410(d) of the Code, church plans (as defined in ERISA Section 3(33)), are not 

subject to requirements imposed by ERISA and Section 4975 of the Code. Accordingly, assets of those plans may be invested in securities without regard 

to ERISA's requirements, but are subject to the provisions of applicable federal or state law. Any of those plans whichis qualified and exempt from 

taxation under Code Sections 401(a) and 501(a), however, is subject to the prohibited transaction rules set forth in Code Section 503. 

On November 13,1986, the United States Department of Labor (the "DOL") issued final regulations concerning the definition of what constitutes 

the assets of a Plan. (Labor Reg. Section 2510.3-101). Under this "Plan Asset Regulation," the underlying assets and properties of corporations, 

partnerships and certain other entities in which a Plan acquires an "equity interest" could be deemed for purposes of ERISA to be assets of the investing 

Plan in certain circumstances. Under the Plan Asset Regulation, the term "equity interest" is defined as any interest in an entity other than an instrument 

that is treated as indebtedness under applicable local law and has no "substantial equity features " If securities are not treated as equity interests in the 

issuer for purposes of the Plan Asset Regulation, a Plan's investment in the securities would not cause the assets of the issuer to be deemed plan assets. If 

the securities are deemed to be equity interests in the issuer, the issuer could be considered to hold plan assets because of a Plan's investment in those 

securities. In that event, the servicer and other persons exercising management or discretionary control over the assets of the issuer or providing services 

with respect to the issuer could be deemed to be fiduciaries or other Parties in Interest with respect to investing Plans and thus subject to the prohibited 

transaction provisions of Section 406 of ERISA and section 4975 of the Code and, in the case of fiduciaries, to the fiduciary responsibility provisions of 

Title I of ERISA, with respect to transactions involving the issuer's assets. However, the regulation generally provides that, in addition to certain other 

technical exceptions, the assets of a corporation or partnership in which a Plan invests will not be deemed for purposes of ERISA to be assets of the Plan if 

the equity interest acquired by the investing Plan is a publicly-offered security. A publicly-offered security, as defined in the Plan Asset Regulation, is a 

security that is widely held, freely transferable and registered under the Securities Exchange Act of 1934, as amended. 

In addition to the imposition of general fiduciary standards of investment prudence and diversification, ERISA and the Code prohibit a broad 

range of transactions involving plan assets of a Plan and Parties in Interest with respect to the Plan and impose additional prohibitions where Parties in 

Interest ore fiduciaries with respect to the Plan. Because the loans may be deemed plan assets of each Plan that purchases securities, an investment in the 

securities by a Plan might be a prohibited transaction under ERISA Sections 406 and 407 and subject to an excise tax under Code Section 4975 unless a 

statutory, regulatory or administrative exemption applies. 
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In Prohibited Transaction Exemption 83-1 ("PTE 83-1"), the DOL exempted from ERISA's prohibited transaction rules certain transactions 

relating to the operation of residential mortgage pool investment trusts and the purchase, sale and holding of "mortgage pool pass-through certificates" in 

the initial issuance of those certificates. PTE 83-1 permits, subject to certain conditions, transactions which might otherwise be prohibited between Plans 

and Parties in Interest with respect to those Plans related to the origination, maintenance and termination of mortgage pools consisting of mortgage loans 

secured by first or second mortgages or deeds of trust on single-family residential property, and the acquisition and holding of certain mortgage pool pass-

through certificates representing an interest in those mortgage pools by Plans. If the general conditions (discussed below) of PTE 83-1 are satisfied, 

investments by a Plan in securities that represent interests in a pool consisting of loans ("Single Family Securities") will be exempt from the prohibitions 

of ERISA Sections 406(a) and 407 (relating generally to transactions with Parties in Interest who are not fiduciaries) if the Plan purchases the Single 

Family Securities at no more than fair market value and will be exempt from the prohibitions of ERISA Sections 406(b)(1) and (2) (relating generally to 

transactions with fiduciaries) it in addition, the purchase is approved by an independent fiduciary, no sales commission is paid to the pool sponsor, the 

Plan does not purchase more than 25% of all Single Family Securities, and at least 50% of all Single Family Securities are purchased by persons 

independent of the pool sponsor or pool trustee. PIE 83-1 does not provide an exemption fur transactions involving subordinate securities. Accordingly, 

unless otherwise provided in the related prospectus supplement, no transfer of a subordinate security or a security which is not a Single Family Security 

may be made to a Plan. 

The discussion in this and the next succeeding paragraph applies only to Single Family Securities. The depositor believes that, for purposes of 

PTE 83-1, the term "mortgage pass-through certificate" would include: (I) securities issued in a series consisting of only a single class of securities; and 

(ii) senior securities issued in a series in which there is only one class of senior securities; provided that the securities in the case of clause (i), or the senior 

securities in the case of clause (ii), evidence the beneficial ownership of both a specified percentage (greater than 0%) of future interest payments and a 

specified percentage (greater than 0%) of future principal payments on the loans. It is not clear whether a class of securities that evidences beneficial 

ownership of a specified percentage of interest payments only or principal payments only, or a notional amount of either principal or interest payments 
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would be a "mortgage pass-through certificate" for purposes of PTE 83- 1. 

PTE 83-1 sets forth three general conditions which must be satisfied for any transaction to be eligible for exemption: 

• the maintenance of a system of insurance or other protection for the pooled mortgage loans and property securing such loans, and for 

indemnifying secruityholders against reductions in pass-through payments due to property damage or defaults in loan payments in an amount 

not less than the greater of one percent of the aggregate principal balance of all covered pooled mortgage loans or the principal balance of the 

largest covered pooled mortgage loan; 

• the existence of a pool trustee who is not an affiliate of the pool sponsor; and 

• a limitation on the amount of the payment retained by the pool sponsor, together with other funds inuring to its benefit, to not more than 

adequate consideration for selling the mortgage loans plus reasonable compensation for services provided by the pool sponsor to the pool. 

The depositor believes that the first general condition referred to above will be satisfied with respect to the securities in a series issued without a 

subordination feature, or the senior securities only in a series issued with a subordination feature, provided that the subordination and Reserve Account, 

subordination by shifting of interests, pool insurance or other form of credit enhancement described under "Credit Enhancement" in this prospectus (such 

subordination, pool insurance or other form of credit enhancement being the system of insurance or other protection referred to above) with respect to a 

series of securities is maintained in an amount not less than the greater of one percent of the aggregate principal balance of the loans Or the principal 

balance of the largest loan. See "Description of the Securities" in this prospectus. In the absence of a ruling that the system of insurance or other protection 

with respect to a series of securities satisfies the first general condition referred to above, there can be no assurance that these features will be so viewed 

by the DOL. In any event, the trustee will not be affiliated with the depositor. 

Each Plan fiduciary who is responsible for making the investment decisions whether to purchase or commit to purchase and to hold Single 

Family Securities must make its own determination as to whether the first and third general conditions, and the specific conditions described briefly in the 

preceding paragraphs, of PTE 83-1 have been satisfied, or as to the availability of any other prohibited transaction exemptions. 
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The DOL has granted to certain underwriters individual administrative exemptions (the "Underwriter Exemptions") from certain of the prohibited 

transaction rules of ERISA and the related excise tax provisions of Section 4975 of the Code with respect to the initial purchase, the holding and the 

subsequent resale by Plans of securities, including certificates in pass-through trusts that consist of certain receivables, loans and other obligations, and the 

servicing, operation and management of those asset-back pass-through trusts, provided the conditions and requirements of the Underwriter Exemptions are 

met. 

While each Underwriter Exemption is an individual exemption separately granted to a specific underwriter, the terms and conditions which 

generally apply to the Underwriter Exemptions are substantially identical, and include the following: 

(1) the acquisition of the certificates by a Plan is on terms (Including the price for the certificates) that are at least as favorable to the Plan as they 

would be in an arm's-length transaction with an unrelated party; 

(2) the rights and interests evidenced by the certificates acquired by the Plan are not subordinated to the rights and interests evidenced by other 

certificates of the trust fund, unless the investment pool contains certain types of collateral, such as fully-secured mortgages on real property 

(a "Designated Transaction"); 

(3) the certificates acquired by the Plan have received a rating at the time of such acquisition that is one of the three highest generic rating 

categories (four, in a Designated Transaction) from Standard & Poor's Ratings Group, a Division of The McGraw-Hill Companies ("S&P"), 

Moody's Investors Service, Inc. ("Moody's") or Fitch Ratings ("Fitch"); 

(4) the trustee must not be an affiliate of any other member of the Restricted Group as defined below, other than an underwi ter; 

(5) the sum of all payments made to and retained by the underwriters in connection with the distribution of the certificates represents not inure 

than reasonable compensation for underwriting the certificates; the sum of mmli payments made to and retained by the seller pursuant to the 

assignment of the loans to the trust fund represents not more than the fair market value of such loans; the sum of all payments made to and 

retained by the seivicer represents not more than reasonable compensation for such person's services under the agreement pursuant to which 

the loans are pooled and reimbursements of such person's reasonable expenses in connection therewith; 

(6) the Plan investing in the certificates is an "accredited investor" as defined in Rule 501 (a)(1) of Regulation D of the Securities and Exchange 

Commission under the Securities Act, and 

(7) for certain types of issuers, the documents establishing the issuer and governing the transaction must contain certain provisions intended to 
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protect the assets of the issuer from creditors of the sponsor. 

If an issuer holds obligations that have high Loan-to-Value Ratios, the Underwriter Exemption may apply to the issuer's non-subordinated 

certificates rated in one of the two highest generic rating categories by at least one of the rating agencies if the obligations are residential or home equity 

loans, and the fair market value of the collateral on the closing date is at least 80% of the sum of the outstamling principal balance of the obligation held in 

the investment pool and the outstanding principal balance of any obligation of higher priority secured by the same collateral. 

The trust fund must also meet the following requirements: 

(i) the corpus of the trust fund must consist solely of assets of the type that have been included in other investment pools; 

-104- 

(ii) certificates in such other investment pools must have been rated in one of the three highest rating categories (or four, in a Designated 

Transaction) of S&P (as defined below), Moody's or Fitch for at least one year prior to the Plan's acquisition of certificates; and 

(iii) certificates evidencing interests in such other investment pools must have been purchased by investors other than Plans for at least one year 

prior to any Plan's acquisition of certificates, 

Moreover, the Underwriter Exemptions generally provide relief from certain self-dealing and conflict of interest prohibited transactions that may 

occur when a Plan fiduciary causes the Plan to acquire certificates in a trust holding receivables as to which the fiduciary (or its affiliate) is an obligor, 

provided that, among other requirements: 

• in the case of an acquisition in connection with the initial issuance of certificates, at least fifty percent (50%) of each class of certificates in 

which Plans have invested is acquired by persons independent of the Restricted Group; 

• the fiduciary (or its affiliate) is an obligor with respect to five percent (5%) or less of the fair market value of the obligations contained in the 

trust; 

• the Plan's investment in certificates of any class does not exceed twenty-five percent (25%) of all of the certificates of that class outstanding at 

the time of the acquisition; and 

• immediately after the acquisition, no more than twenty-five percent (25%) of the assets of the Plan with respect to which such person is a 

fiduciary is invested in certificates representing an interest in one or more trusts containing assets sold or serviced by the same entity. 

The Underwriter Exemptions generally do not apply to Plans sponsored by the seller, and underwriter, the trustee, the servicer, any insurer with 

respect to the loans, any obligor with respect to loans included in the trust fund constituting more than five percent (5%) of the aggregate unamortized 

principal balance of the assets in the Mist fiend, any counterparty to a permissible notional principal contract included in the trust, or any affiliate of those 

parties (the "Restricted Group"). 

The Underwriter Exemptions provide exemptive relief to mortgage-backed and asset-backed securities transactions that use pre-funding 

accounts and that otherwise meet the requirements of the Underwriter Exemptions. Mortgage loans or other secured receivables (the "Obligations") 

supporting payments to certificateholders, and having a value equal to no more than twenty-five percent (25%) of the total principal amount of the 

certificates being offered by the trust, may be transferred to the trust within a 90-day or three-month period following the closing date (the "Pre-Funding 

Period"), instead of being required to be either identified or transferred on or before the closing date. The relief is available when the following conditions 

are met: 

(1) The ratio of the amount allocated to the pre-funding account to the total principal amount of the certificates being offered (the "Pre-Funding 

Limit") must not exceed twenty-five percent (25%). 

(2) All Obligations transferred after the closing date (the "Additional Obligations") must meet the same terms and conditions for eligibility as the 

original Obligations used to create the trust, which terns and conditions have been approved by a Rating Agency. 

(3) The transfer of such Additional Obligations to the trust during the Pre-Funding Period must not result in the certificates to be covered by the 

Underwriter Exemption receiving a lower credit rating from a Rating Agency upon termination of the Pre-Funding Period than the rating that 

was obtained at the time of the initial issuance of the certificates by the trust. 

(4) Solely as a result of the use of pre- funding, the weighted average armual percentage interest rate for all of the Obligations in the trust at the end 

of the Pre-Funding Period must not be more than 100 basis points lower than the average interest rate for the Obligations transferred to the 

trust on the closing date. 
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(5) In order to insure that the characteristics of the Additional Obligations are substantially similar to the original Obligations which were 

transferred to the trust fund: 

(i) the characteristics of the Additional Obligations must be monitored by an insurer or other credit support provider that is independent of the 

depositor; or 

(ii) an independent accountant retained by the depositor must provide the depositor with a letter (with copies provided to each Rating Agency 

rating the certificates, the related undenvriter and the related trustee) stating whether or not the characteristics of the Additional Obligations 

conform to the characteristics described in the related prospectus or prospectus supplement and/or Pooling and Servicing Agreement. In 

preparing such letter, the independent accountant must use the same type of procedures as were applicable to the Obligations transferred to 

the trust as of the closing date. 

The Pre-Funding Period must end no later than three months or 90 days after the closing date or earlier in certain circumstances if the pre-funding account 

falls below the minimum level specified in the Pooling and Servicing Agreement or an Event of Default occurs. 

Amounts transferred to any pre-funding account and/or capitalized interest account used in connection with the pre-funding may be invested only in 

certain permitted investments ("Certain Investments"). 

The related prospectus or prospectus supplement must describe: 

(i) any pre- funding account and/or capitalized interest account used in connection with a pre-funding account; 

(ii) the duration of the Pre-Funding Period; 

(in) the percentage and/or dollar amount of the Pre-Funding Limit for the trust; and 

(iv) that the amounts remaining in the pre-funding account at the end of the Pre-Funding Period will be remitted to certificateholders as 

repayments of principal. 

The related Pooling and Servicing Agreement must describe the Certain Investments for the pre-funding account and/or capitalized interest account and, if 

not disclosed in the related prospectus or prospectus supplement, the terns and conditions for eligibility of Additional Obligations. 

The rating of a security may change. If a class of securities no longer has a permitted rating from at least one rating agency, securities of that 

class will no longer be eligible for relief under the Underwriter Exemptions, and consequently may not be purchased by or sold to a Plan (although a Plan 

that had purchased the security when it had a permitted rating would not be required by the Underwriter Exemptions to dispose of it). 

The prospectus supplement for each series of securities will indicate the classes of securities, if any, offered thereby as to which it is expected 

that an Underwriter Exemption will apply. 

Any Plan fiduciary which proposes to cause a Plan to purchase securities should consult with its counsel concerning the impact of ERISA and the 

Code, the applicability of PTE 83-1 and the Underwriter Exemptions, and the potential consequences in their specific circumstances, prior to making an 

investment in the securities. Moreover, each Plan fiduciary should determine whether under the general fiduciary standards of investment prudence and 

diversification an investment in the securities is appropriate for the Plan, taking into account the overall investment policy of the Plan and the composition 

of the Plan's investment portfolio. 
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LEGAL INVESTMENT 

The prospectus supplement for each series of securities will specify which, if any, of the classes of securities offered thereby constitute 

'Mortgage related securities" for purposes of the Secondary Mortgage Market Enhancement Act of 1984 ("SMMEA"). Classes of securities that quality as 

"mortgage related securities" will be legal investments for persons, trusts, corporations, partnerships, associations, statutory trusts, and business entities 

(including depository institutions, life insurance companies and pension funds) created pursuant to or existing under the laws of the United States or of any 

state (including the District of Columbia and Puerto Rico) whose authorized investments are subject to state regulations to the same extent as, under 

applicable law, obligations issued by or guaranteed as to principal and interest by the United States or any of those entities. Under SMMEA, if a state 

-enacts legislation prior to October 4, 1991 specifically limiting the legal investment authority of any of those entities with respect to 'mortgage related 
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securities," securities will constitute legal investments for entities subject to the legislation only to the extent provided in the legislation. Approximately 

twenty-one states adopted this legislation prior to the October 4, 1991 deadline. SMMEA provides, however, that. in no event will the enactment of any 

such legislation affect the validity of any contractual commitment to purchase, hold or invest in securities, or require the sale or other disposition of 

securities, so long as the contractual commitment was made or the securities were acquired prior to the enactment of the legislation. 

SMMEA also amended the legal investment authority of federally-chartered depository institutions as follows: federal savings and loan 

associations and federal savings banks may invest in, sell or otherwise deal in securities without limitations as to the percentage of their assets represented 

thereby, federal credit unions may invest in mortgage related securities, and national banks may purchase securities for their own account without regard 

to the limitations generally applicable to investment securities set forth in 12 U.S.C. 24 (Seventh), subject in each case to such regulations as the 

applicable federal authority may prescribe. In this connection, federal credit unions should review the National Credit Union Administration ("NCUA") 

Letter to Credit Unions No. 96, as modified by Letter to Credit Unions No. 108, which includes guidelines to assist federal credit unions in making 

investment decisions for mortgage related securities and the NCUA's regulation "Investment and Deposit Activities" (12 C.F.R. Part 703), which sets 

forth certain restrictions on investment by federal credit unions in mortgage related securities (in each case whether or not the class of securities under 

consideration for purchase constituted a "mortgage related security"). The NCUA issued final regulations effective December 2, 1991 that restrict and in 

some instances prohibit the investment by Federal Credit Unions in certain types of mortgage related securities. 

All depository institutions considering.  an  investment in the securities (whether or not the class of securities under consideration for purchase 

constitutes a "mortgage related security") should review the Federal Financial Institutions Examination Council's Supervisory Policy Statement on the 

Securities Activities (to the extent adopted by their respective regulators) (the "Policy Statement") setting forth, in relevant part, certain securities trading 

and sales practices deemed unsuitable for an institution's investment portfolio, and guidelines for (and restrictions on) investing in mortgage detivative 

products, including "mortgage related securities," which are "high-risk mortgage securities" as defined in the Policy Statement. According to the Policy 

Statement, such "high-risk mortgage securities" include securities such as securities not entitled to distributions allocated to principal or interest, or 

Subordinated Securities. Under the Policy Statement, it is the responsibility of each depository institution to determine, prior to purchase (and at stated 

intervals thereafter), whether a particular mortgage derivative product is a "high-risk mortgage security," and whether the purchase (or retention) of such a 

product would be consistent with the Policy Statement 

The foregoing does not take into consideration the applicability of statutes, rules, regulations, orders guidelines or agreements generally 

governing investments made by a particular investor, including, but not limited to "prudent investor" provisions, percentage-of-assets limits and 

provisions which may restrict or prohibit investment in securities which are not "interest bearing" or "income paying," or in securities which are issued in 

book- entry form. 

There may be other restrictions on the ability of certain investors, including depository institutions, either to purchase securities or to purchase 

securities representing more than a specified percentage of the investor's assets. Investors should consult their own legal advisors in determining whether 

and to what extent the securities constitute legal investments for them. 
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METHOD OF DISTRIBUTION 

Securities are being offered hereby in series from time to time (each series evidencing or relating to a separate Mist fund) through any of the 

following methods: 

• by negotiated firm conunitment underwriting and public reoffering by underwriters; 

• by agency placements through one or more placement agents primarily with institutional investors and dealers; and 

• by placement directly by the depositor with institutional investors. 

A prospectus supplement will be prepared for each series which will describe the method of offering being used for that series and will set forth 

the identity of any undeiwriters thereof and either the price at which that series is being offered, the nature and amount of any underwriting discounts or 

additional compensation to the underwriters and the proceeds of the offering to the depositor, or the method by which the price at which the underwriters 

will sell the securities will be determined. Each prospectus supplement for an underwritten offering will also contain information regarding the nature of 

the underwriters' obligations, any material relationship between the depositor and any underwriter and, where appropriate, information regarding any 

discounts or concessions to be allowed or reallowed to dealers or others and any arrangements to stabilize the market for the securities so offered. In firm 

commitment underwritten offerings, the underwriters will be obligated to purchase all of the securities of the series if any securities are purchased. 

Securities may be acquired by the underwriters for their own accounts and may be resold from time to time in one or inure transactions, including 

negotiated transactions, at a fixed public offering price or at varying prices determined at the time of sale. 

This prospectus, together with the related prospectus supplement, may be used by FTN Financial Securities Corp., an affiliate of First Horizon 

Asset Securities Inc. and First Horizon Home Loan Corporation, in connection with offers and sales related to market making transactions in the securities 

in which FIN Financial Securities Corp. acts as principal. FTN Financial Securities Corp. may also act as agent in those transactions. Sales M those 

transactions will be made at prices related to prevailing pnces at the time of sale. 
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Underwriters and agents may be entitled under agreements entered into with the depositor to indemnification by the depositor against certain 

civil liabilities, including liabilities under the Securities Act or to contribution with respect to payments which those underwriters or agents may be 

required to make in respect thereof. 

If a series is offered other than through underwriters, the prospectus supplement relating thereto will contain information regarding the nature of 

the offering and any agreements to be entered into between the depositor and purchasers of securities of the series. 

LEGAL MATTERS 

The validity of the securities of each series, including certain federal income tax consequences with respect thereto, will be passed upon for the 

depositor by Andrews Kurth LLP, 1717 Main Street, Suite 3700, Dallas, Texas 75201. 

FINANCIAL INFORMATION 

A new trust fluid will be formed with respect to each series of securities and no trust fund will engage in any business activities or have any 

assets or obligations prior to the issuance of the related series of securities. Accordingly, no financial statements with respect to any trust fund will be 

included in this prospectus or in the related prospectus supplement. 

RATING 

It is a condition to the issuance of the securities of each series offered hereby and by the prospectus supplement that they shall have been rated in 

one of the four highest rating categories by the nationally recognized statistical rating agency or agencies (each, a "Rating Agency") specified in the related 

prospectus supplement. 

A rating is based on, among other things, the adequacy of the value of the Trust Fund Assets and any credit enhancement with respect to a class 

of securities and will reflect the Rating Agency's assessment solely of the likelihood that holders of that class of securities will receive payments to which 

the holders are entitled under the related Agreement. A rating will not constitute an assessment of the likelihood that principal prepayments on the related 

loans will be made, the degree to which the rate of those prepayments might differ from that originally anticipated or the likelihood of early optional 

tennination of the series of securities. A rating should not be deemed a recommendation to purchase, hold or sell securities, inasmuch as it does not 

address market price or suitability for a particular investor. Each security rating should be evaluated independently of any other security rating. A rating 

will not address the possibility that prepayment at higher or lower rates than anticipated by an investor may cause the investor to experience a lower than 

anticipated yield or that an investor purchasing a security at a significant premium might fail to recoup its initial investment under certain prepayment 

scenarios. 

There is also no assurance that any rating will remain in effect for any given period of time or that it may not be lowered or withdrawn entirely 

by the Rating Agency in the future if in its judgment circumstances in the future so warrant. In addition to being lowered or withdrawn due to any erosion 

in the adequacy of the value of the Trust Fund Assets or any credit enhancement with respect to a series, a rating might also be lowered CT withdrawn 

among other reasons, because of an adverse change in the financial or other condition of a credit enhancement provider or a change in the rating of the 

credit enhancement provider's long term debt 

The amount, type and nature of credit enhancement, if any, established with respect to a series of securities will be determined on the basis of 

criteria established by each Rating Agency rating classes of such series. These criteria are sometimes based upon an actuarial analysis of the behavior of 

mortgage loans in a larger group. This analysis is often the basis upon which each Rating Agency determines the amount of credit enhancement required 

with respect to each class of securities. There can be no assurance that the historical data supporting any such actuarial analysis will accurately reflect 

future experience nor any assurance that the data derived from a large pool of mortgage loans accurately predicts the delinquency, foreclosure or loss 

experience of any particular pool of loans. No assurance can be given that values of any Properties have remained or will remain at their levels on the 

respective dates of origination of the related loans. If the residential real estate markets should experience an overall decline in property values such that 

the outstanding principal balances of the loans in a particular trust fund and any secondary financing on the related Properties become equal to or greater 

than the value of the Properties, the rates of delinquencies, foreclosures and losses could be higher than those now generally experienced in the mortgage 

lending industry. In additional, adverse economic conditions (which may or may not affect real property values) may affect the timely payment by 

mortgagors of scheduled payments of principal and interest on the loans and, accordingly, the rates of delinquencies, foreclosures and losses with respect 

to any trust fund. To the extent that those losses are not covered by credit enhancement, they will be borne, at least in part, by the holders of one or more 

classes of the securities of the related series. 
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ANNEX I 

GLOBAL CLEARANCE, SETTLEMENT AND TAX 

DOCUMENTATION PROCEDURES 

Except in certain limited eircrunstances, the book-entry securities will be available only in book-entry form. Investors in the book-entry 

secruities may hold them through any of The Depository Trust Company ("DTC"), Clearstream, Luxembourg or Euroclear. The book-enby securities will 

be tradeable as home market instruments in both the European and U.S. domestic markets. Initial settlement and all secondary trades will settle in same-

day funds. 

Secondary market trading between investors holding interests in book- entry securities through Clearstream, Luxembourg and Euroclear will be 

conducted in accordance with their normal rules and operating procedures and in accordance with conventional eurobond practice. Secondary market 

trading between investors holding interests in book-entry securities through DTC will be conducted according to the rules and procedures applicable to 

U.S. corporate debt obligations. 

Secondary cross-market trading between investors holding interests in book-entry securities through Clearstream, Luxembourg or Euroclear and 

investors holding interests in book-entry securities through DTC participants will be effected on a delivery-against-payment basis through the respective 

depositories of Clearstream, Luxembourg and Euroclear (in that capacity) and other DTC participants. 

Although DTC, Euroclear and Clearstream, Luxembourg are expected to follow the procedures described below to facilitate transfers of interests 

in the book-entry securities among participants of DTC, Euroclear and Clearstream, Luxembourg, they are under no obligation to perform or continue to 

perform those procedures, and those procedures may be discontinued at anytime. Neither the Issuer nor the indenture trustee will have any responsibility 

for the performance by DTC, Euroclear and Clearstream, Luxembourg or their respective participants or indirect participants of their respective obligations 

under the rules and procedures governing their obligations. 

Non-U.S. holders (as described below) of book-entry securities will be subject to U.S. withholding taxes unless the holders meet certain 

requirements and deliver appropriate U.S. tax documents to the securities clearing organizations or their participants. 

INITIAL SETTLEMENT 

The book- entry securities will be registered in the name of Cede & Co. as nominee of DTC. Investors' interests in the book-entry securities will 

be represented through financial institutions acting on their behalf as direct and indirect participants in DTC. Clearstream, Luxembourg and Euroclear will 

hold positions on behalf of their participants through their respective depositories, which in turn will hold the positions in accounts as DTC participants. 

Investors electing to hold interests in book-entry securities through DTC participants, rather than through Clearstream, Luxembourg or Euroclear 

accounts, will be subject to the settlement practices applicable to similar issues of pass-through notes. Investors' securities custody accounts will be 

credited with their holdings against payment in same-day funds on the settlement date. 

Investors electing to hold interests in book-entry securities through Clearstream, Luxembourg or Euroolear accounts will follow the settlement 

procedures applicable to conventional eurobonds, except that there will be no temporary global security and no "lock-up" or restricted period. Interests in 

book-entry securities will be credited to the securities custody accounts on the settlement date against payment in same-day funds. 
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SECONDARY MARKET TRADING 

Since the purchaser determines the place of delivery, it is important to establish at the time of the trade where both the purchaser's and seller's 

accounts are located to ensure that settlement can be made on the desired value date. 

Transfers between DTC P wife Vants. Secondary market trading between DTC. participants will be settled using the DTC procedures applicable to 

similar issues of pass- through notes in same-day funds, 

Transfers between Clearstream, Luxembourg and/or Euroclear Participants. Secondary market trading between Clearstream, Luxembourg 

participants or Euroelear participants and/or investors holding interests in book-entry securities through them will be settled using the procedures 

applicable to conventional eurobonds in same-day funds. 

Transfers between DTC Seller and Clearstream, Luxembourg or .  Euroclear Purchaser. When interests in book-entry securities are to be 

transferred on behalf of a seller from the account of a DTC participant to the account of a Clearstream, Luxembourg participant or a Euroclear participant 

or a purchaser, the purchaser will send instructions to Clearstream, Luxembourg or Euroclear through a Clearstream, Luxembourg participant or Euroclear 
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participant at least one business day before settlement. Clearstream, Luxembourg or the Euroelear operator will instruct its respective depository to receive 

an interest in the book-entry securities against payment. Payment will include interest accrued on the book-entry securities from and including the last 

distribution date to but excluding the settlement date. Payment will then be made by the respective depository to the DTC participant's account against 

delivery of an interest in the book-entty securities. After settlement has been completed, the interest will be credited to the respective clearing system, and 

by the clearing system, in accordance with its usual procedures, to the Clearstream, Luxembourg participant's or Euroclear participant's account. The 

credit of the interest will appear on the next business day and the cash debit will be back-valued to, and the interest on the book-entry securities will 

accrue from, the value date (which would be the preceding day when settlement occurred in New York). If settlement is not completed through DTC on 

the intended value date (i.e., the trade fails), the Clearstream, Luxembourg or Euroclear cash debit will be valued instead as of the actual settlement date. 

Clearstream, Luxembourg participants and Euroclear participants will need to make available to the respective clearing system the hinds 

necessary to process same-day funds settlement. The most direct means of doing so is to pre-position funds for settlement from cash on hand, in which 

case the Clearstream, Luxembourg participants or Euroclear participants will take on credit exposure to Clearstream, Luxembourg or the Euroclear 

operator until interests in the book-entry securities are credited to their accounts one day later. 

As an alternative, if Clearstream, Luxembourg or the Euroclear operator has extended a line of credit to them, Clearstream, Luxembourg 

participants or Euroclear participants can elect not to pre-position funds and allow that credit line to be drawn upon. Under this procedure, Clearstream, 

Luxembourg participants or Euroclear participants receiving interests in book-entry securities for purchasers would incur overdraft charges for one day, to 

the extent they cleared the overdraft when interests in the book-entry securities were credited to their accounts. However, interest on the book-entry 

securities would accrue from the value date. Therefore, the investment income on the interest in the book-entry securities earned during that one- day 

period would tend to offset the amount of the overdraft charges, although this result will depend on each Clearstream, Luxembourg participant's or 

Euroclear participant's particular cost of funds. 

Since the settlement through DTC will take place during New York business hours, DTC participants are subject to DTC procedures for 

transferring interests in book-entry securities to the respective depository of Clearstream, Luxembourg or Euroclear for the benefit of Clearstream, 

Luxembourg participants or Euroclear participants. The sale proceeds will be available to the DTC seller on the settlement date. Thus, to the seller settling 

the sale through a DTC participant, a crass-market transaction will settle no differently than a sale to a purchaser settling through a DTC participant. 

Finally, intra-day traders that use Clearstrearn, Luxembourg participants or Euroclear participants to purchase interests in book-entry securities 

from DTC participants or sellers settling through them for delivery to Clearstrearn, Luxembourg participants or Euroclear participants should note that 

these trades will automatically fail on the sale side unless affirmative action is taken. At least three techniques SHOULD be available to eliminate this 

Potential condition: 

(a) borrowing interests in book-entry securities through Clearstream, Luxembourg or Euroclear for one day (until the purchase side of the intra-

day trade is reflected in the relevant Clearstream, Luxembourg or Euroclear accounts) in accordance with the clearing system's customary 

procedures; 

(b) borrowing interests in book-entry securities in the United States from a DTC participant no later than one day before settlement, which 

would give sufficient time for the interests to be reflected in the relevant Clearstrearn, Luxembourg or Euroclear accounts to settle the sale 

side of the trade; or 

(c) staggering the value dates for the buy and sell sides of the trade so that the value date for the purchase from the DTC participant is at least 

one day before the value date for the sale to the Clearstrearn, Luxembourg participant or Euroclear participant. 

Transfers between Clears/ream, Luxembourg or Euroclear Seller and DTC Purchaser. Due to Erne zone differences in their favor, Clearstream, 

Luxembourg participants and Euroclear participants may employ their customary procedures for transactions in which interests in book-entry securities 

are to be transferred by the respective clearing system, through the respective depository, to a DTC participant The seller will send instructions to 

Clearstrearn, Luxembourg or the Euroclear operator through a Clearstream, Luxembourg participant or Euroclear participant at least one business day 

before settlement. Clearstream, Luxembourg or Euroclear will instruct its respective depository to credit an interest in the book-entry securities to the 

DTC participant's account against payment. Payment will include interest accrued on the book-entry securities from and including the last distribution 

date to but excluding the settlement date. The payment will then be reflected in the account of the Clearstream, Luxembourg participant or Euroclear 

participant the following business day, and receipt of the cash proceeds in the Clearstream, Luxembourg participant's or Euroclear participant's account 

would be back-valued to the value date (which would be the preceding day, when settlement occurred through DTC in New York). If settlement is not 

completed on the intended value date (i.e., the trade fails), receipt of the cash proceeds in the Clearstream, Luxembourg participant's or Euroclear 

participant's account would instead be valued as of the actual settlement date. 

CERTAIN U.S. FEDERAL INCOME TAX DOCUMENTATION REQUIREMENTS 

A beneficial owner of book-entry securities holding securities through Clearstream, Luxembourg or Eumelear (or through DTC if the holder has 

an address outside the United States) will be subject to the 30% U.S. withholding tax that generally applies to payments of interest (including original 

issue discount) on registered debt issued by U.S. Persons, unless (i) each clearing system, bank or other financial institution that holds customers' 
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securities in the ordinary course of its trade or business in the chain of intermediaries between the beneficial owner and the U.S. entity required to 

withhold tax complies with applicable certification requirements and (ii) the beneficial owner takes one of the following steps to obtain an exemption or 

reduced tax rate: 

Exemption for iVon-U.S. Persons (Form W-SBEN). Beneficial owners of notes that are Non-US. Persons can obtain a complete exemption froni 

the withholding tax by filing a signed Form W-8BEN (Certificate of Foreign Status of Beneficial Owner for United States Tax Withholding). If the 

information shown on Form W-8BEN changes a new Form W-8BEN must be filed within 30 days of the change. 

Exemption for Non-U.S. Persons with Effectively Connected Income 0 7orm W-8EC). A Non-U.S. Person, including a non-U.S. corporation or 

bank with a U.S. branch, for which the interest income is effectively connected with its conduct of a trade or business in the United States can obtain an 

exemption from the withholding tax by filing Foam W-8ECI (Certificate of Foreign Person's Claim for Exemption from Withholding on Income 

Effectively Connected With the Conduct of a Trade or Business in the United States). 

-112-  

Exemption or Reduced Rate for Non-U.S. Persons Resident in Treaty Countries(Form W-SBEN) . Non-U.S. Persons that are beneficial owners 

residing in a country that has a tax treaty with the United States can obtain an exemption or reduced tax rate (depending on the treaty temis) by filing 

Form W-8BEN (Certificate of Foreign Status of Beneficial Owner for United States Tax Withholding). 

Exemption for U.S. Persons (Form W-9). U.S. Persons can obtain a complete exemption from the withholding tax by filing Form W-9 (Payer's 

Request for Taxpayer Identification Number and Certification). 

Form W-8BEN and Form W-8ECI are effective until the last day of the third succeeding calendar year from the date the form is signed, unless a 

change in circumstance makes any information on the form incorrect. 

The term "U. S. Person" means (i) a citizen or resident of the United States, (ii) a corporation or partnership or other entity treated as a corporation 

or partnership for federal income tax purposes created or organized in or under the laws of the United States, any State thereof or the District of Columbia 

or (iii) an estate the income of which is includible in gross income for United States tax purposes, regardless of its source or (iv) a trust if a court within 

the United States is able to exercise primary supervision of the administration of the trust and one or more United States persons have the authority to 

control all substantial decisions of the trust. This discussion does not deal with all aspects of U.S. federal income tax withholding that may be relevant to 

foreign holders of the book-entry securities. Investors are advised to consult their own tax advisors for specific tax advice concerning their holding and 

disposing of the book-entry securities. 

-113-  
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INFORMATION REQUIRED IN THE REGISTRATION STATEMENT 

Item 14. 	 Other Expenses of Issuance and Distribution 

Set forth below is an estimate of the amount of fees and expenses to be incurred connection with the issuance and distribution of the securities 

offered hereby, other than undervniting discounts and commissions. 

117.70 SEC Registration Fee 
Puriting..ana',1.,,rigraving.lExpe 1$0S 

Accounting Fees and Expenses 

Trustee Fees and Expenses 

Miscellaneous 

* To be calculated at a later date. 

Item 15. Indemnification of Directors and Officers. 

Section 145 of the Delaware General Corporation Law, as amended, provides that a corporation may indemnify any person who was or is a party 

or is threatened to be made a party to any threatened, pending or completed action or proceeding, whether civil, criminal, administrative or investigative, 

by reason of the fact that he is or was a director, officer, employee Of agent of the corporation or is or was serving at its request in such capacity in another 

corporation or business association, against expenses (including attorneys' fees), judgments, fines and amounts paid in settlement actually and reasonably 

incurred by him in connection with such action, suit or proceeding if he acted in good faith and in a manner he reasonably believed to be in or not 

opposed to the best interests of the corporation, and, with respect to any criminal action or proceeding, had no reasonable cause to believe his conduct was 

unlawful. 

As permitted by Section 102(b)(7) of the Delaware General Corporation Law, as amended, the Registrants Certificate of Incorporation provides 

that a director of the Registrant shall not be personally liable to the Registrant or its stockholders for monetary damages for breach of fiduciary duty as a 

director, except for liability (i) for any breach of the director's duty of loyalty to the corporation or its stockholders, (ii) for acts or omissions not in good 

faith or which involve intentional misconduct or a knowing violation of law, (iii) under Section 174 of the Delaware General Corporation Law, or (iv) for 

any transaction from which the director derived an improper personal benefit. 

The Registrant's Certificate of Incorporation and Bylaws provide that the Registrant will indemnify each person who is or was a director or officer 

of the Registrant to the maximum extent permitted from lime to time by law. 

First Horizon National Corporation, the indirect parent of First Horizon Asset Securities Inc., provides insurance from commercial carriers against 

certain liabilities incurred by its officers and directors and by the officers and directors of certain of its subsidiaries and other affiliated corporations. 

See Item 17(c) below. 

Item 16. Exhibits. 

Exhibit No.  

	

1.1 	Form of Underwriting Agreemento) 

	

3.1 	Certificate of Incorporation 0) 

	

3,2 	Bylaws( 1 ) 

	

4.1 	Porn of Pooling and Servicing Agreement for Mortgage Pass Through Certificates( 2) 

	

4.2 	Form of Indenture) 

	

4.3 	F01111 of Trust Agreement 01  

	

5.1 	Opinion of Andrews Kurth LLP regarding legality of the SecuritiesVo 
(6) 
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8.1 	Opinion of Andrews Kurth LLP regarding certain tax matters 

	

10.1 	Form of Mortgage Loan Purchase Agreemento 

	

10.2 	Fonn of Sale and Servicing Agreemento) 

	

23.1 	Consents of Andrews Kurth LLP (contained in their opinions filed as Exhibits 5.1 and 8.1 to this Registration Statement) (6)  

	

24.1 	Powers of Attorney( 6) 

(I) Previously tiled with the Commission On March 16, 1999 as an Exhibit to the Registrant's Registration Statement on Form S-3 (No. 333-74467) 

(2) Previously filed with the Commission on May 20, 1999 as an Exhibit to Amendment No. I to the Registrant's Registration Statement on Fonn 8-3 

(No. 333-74467) 
(3) Previously filed with the Commission on December 20, 1999 as an Exhibit to Amendment No. 3 to the Registrant's Registration Statement on Form 

S-3 (No. 333-74467). 
(4) Previously filed with the Commission on October 12, 2000 as an Exhibit to the Registrant's Registration Statement on Form S-3 (No. 333-100663). 

(5) Previously filed with the Commission on October 8, 2004 as an Exhibit to the Registrant's Registration Statement on Form S-3 (No. 333-119657). 

(6) Filedherevvith. 

Item 17. Undertakings 

(a) 	The undersigned registrant hereby undertakes: 

( 1 ) 	To file, during any period in which offers or sales are being made of the securities registered hereby, a post-effective amendment to this 

registration statement: 

(i) to include any prospectus required by Section 10(a)(3) of the Securities Act of 1933; 

(ii) to reflect in the prospectus any facts or events arising after the effective date of this registration statement (or the most recent 

post-effective amendment hereof) which, individually Or in the aggregate, represent a fundamental change in the information set forth in this 

registration statement; and 

(iii) to include any material information with respect to the plan of distribution not previously disclosed in this registration statement 

or any material change to such information in this registration statement. 

Provided, however, that the undertakings set forth in clauses (i) and (ii) above do not apply if the information required to be included in a post-

effective amendment by those clauses is contained in periodic reports filed with or furnished to the Commission by the registrant pursuant to 

Section 13 or Section 15(d) of the Securities Exchange Act of 1934 that are incorporated by reference in this registration statement. 

(2) 	That, for the purpose of determining any liability under the Securities Act of 1933, each such post-effective amendment shall be deemed 

to be a new registration statement relating to the securities offered therein, and the offering of such securities at that time shall be deemed to be the initial 

bona fide offering thereof 

(3) 	To remove from registration by means of a post-effective amendment any of the securities being registered which remain unsold at the 

termination of the offering. 

(b) 
	

The undersigned registrant hereby undertakes that, for purposes of determining any liability under the Securities Act of 1933, each filing of the 

registrant's annual report pursuant to Section 13(a) or Section 15(6) of the Securities Exchange Act of 1934 that is incorporated by reference in 

this registration statement shall be deemed to be a new registration statement relating to the securities offered herein, and the offering of such 

securities at that time shall be deemed to be the initial bona fide offering thereof 

Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors, officers and controlling persons of 

the registrant pursuant to the provisions described under Item 15 above, or otherwise, the registrant has been advised that in the opinion of the 

Securities and Exchange Commission such indemnification is against public policy as expressed in the Securities Act of 1933 and is, therefore, 

unenforceable. In the event that a claim for indemnification against such liabilities (other than the payment by the registrant of expenses incurred 

or paid by a director, officer or controlling person of the registrant in the successful defense of any action, suit. or proceeding) is asserted by such 

director, officer or controlling person in connection with the securities being registered, the registrant will, unless in the opinion of its counsel the 

matter has been settled by controlling precedent, submit to a court of appropriate jtuisdiction the question whether such indemnification by it is 

against public policy as expressed in the Securities Act of 1933 and will be governed by the final adjudication of such issue, 

11-2 
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SIGNATURES 

Pursuant to the requirements of the Securities Act of 1933, the Registrant certifies that (i) it has reasonable grounds to believe that it meets all of 

the requirements for filing on Eosin S-3 and (ii) it reasonably believes that the security rating requirement of Transaction Requirement B.5 of Form S-3 

will be met by the time of sale of each series of securities to which this Registration Statement relates and has duly caused this Registration Statement to 

be signed on its behalf by the undersigned, thereunto duly authorized, in the City of Irving, State of Texas, on the 23rd day of May, 2005. 

FIRST HORIZON ASSET SECURITIES INC. 

By: /s/ Gerald L. Baker 

Gerald L. Baker, President and 
Chief Executive Officer 

POWER OF ATTORNEY 

Each person whose signature appears below (together or by counterparts) does hereby make, constitute and appoint Gerald L. Baker and Peter F. 

Makowiecki and each of them his true and lawful attorney with full power of substitution to execute, deliver and file with the Securities and Exchange 

Commission, for and on his behalf, and in his capacity or capacities as stated below, any amendment (including post-effective amendments) to this 

Registration Statement with all exhibits thereto, snaking such changes in this Registration Statement as the Registrant deems appropdate. 

Pursuant to the requirements of the Securities Act of 1933, as amended, this Registration Statement has been signed by the following persons in 

the capacities and on the dates indicated: 

Signature 
	 Title 

	 Date 

/s/ Gerald L. Baker 
	 President 

	
May 23, 2005 

Gerald L. Baker 
	 Chief Executive Officer and Director 

(Principal Executive Officer) 

/s/ Peter F. Makowiecki 
	

Chief Financial Officer and Treasurer 
	 May 23, 2005 

Peter F. Makowiecloi 
	

(Principal Financial Officer and 

Principal Accounting Officer) 

/s/ Charles G. Burkett 
	 Director 

	 May 23, 2005 

Charles G. Burkett 

/s/ Thomas J. Wagernan 
	 Director 

	 May 23, 2005 

Thomas J. Wageman 

INDEX TO EXHIBITS 

Exhibit No.  

3.1 
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Form of Pooling and Servicing Agreement for Mortgage Pass Through Certificateso 
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10.2 	Form of Sale and Servicing Agreemento) 

'Conseni.§,:.:Of:kndreWS.:Ki .yrit EtT .:(cbt itailiE:elin ile-i r. :6151 ohs.::11 led 'a 	 :this R l4i)tion.: St atIniit) 

	

24.1 	Powers of Attorney (6) 

Previously filed with the Commission on March 16, 1999 as an Exhibit to the Registrant's Registration Statement on Form S-3 (No. 333-74467) 

Previously filed with the Commission on May 20, 1999 as an Exhibit to Amendment No. 1 to the Registrant's Registration Statement on Form S-3 

(No. 333-74467) 
(3) Previously filed with the Commission on December 20, 1999 as an Exhibit to Amendment No. 3 to the Registrant's Registration Statement on Form 

S-3 (No. 333-74467). 
(4) Previously filed with the Commission on October 12, 2000 as an Exhibit to the Registrant's Registration Statement on Form S-3 (No, 333-100663). 

(5) Previously filed with the Commission on October 8, 2004 as an Exhibit to the Registrant's Registration Statement on Fonn S-3 (No. 333-119657). 

(6) Filed herewith. 
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Registration No. 733471370 

UNITED STATES 

SECURITIES AND EXC HANGE COMMISSION 
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PROSPECTUS 

NaqPinie 
Nationstar Mortgage LLC 

Nationstar Capital Corporation 
Offer to Exchange any and allot our outstanding unregistered 10,825% Senior NM. dim 2015 

for 0000,000o00 aggregate principal amount of our now 10.070% Senior Notes dun 2010 

tent have Peen registered Under the Securities Act of 1033, as ay... 

Tern00 of the Ex.:mange Offer 

• VVe are offering to excionge any and all of our outstanding 10.876 0A Senior Notes due 23151601 were issued on March 26,2010 (the `Old Notes') fca an 

equal amount of new 10.87 5% Senior hobo  2015' (the 'Now Notes", and togethe.r wth the Old Nolo, the 'PloloP(. 

• The exchange offer expire o at 5110 urn. New Yoe C ty line, on 	, 2011 (sush dabe. and lime. the 'Excitation Dale', unless we extend or terminate 

1110 CYCJIange offer, in which case tho "Expiration Date" wit meon the latest debts and Ruse In which we extend the exchange offer). 

• Tenders of Old Notes may be wthdown at any tone ptior 10 100 Expiretien Dote. 

• XI Old NOW 011101 ere volidly tendered and nol nnlidly  wIldrervin Will be exchanged. 

• The exchange 01 010 Note ale; New Notos generally will not be a taxable exchange for O.S.fedeol income lax purposes. 

• We wilt not recoivo any proceeds horn the exchange offer. 

• The 18100 11 the New Notes to be issued 10 150 mob ange offer ate substanfially the Game as the terMs 01 160 Old News. except 11101 1110 offer of rile New 

Notes is regictemd under the Soomities 401 01 1933, as amended (the 'Securitieo Ace). and the New Notes have iso transfer restrictions, 101110 10 

additional interest or regid lotion iglus. 

• The Neve Notes will be senior unsecured obligotions of each of Id Monster Mortgage LLC and Nalionstar Capital Corporation, jaridly and seve rally, and vvill 

be unconditionally guaranteed, pair.lty an d ...rally, by tub 01 000 existing end future domestic sUbeidiades ethor than son.guaranter oubsidiorios at 

defined by the indo Mum governing the Nov, Notes. See • Description 01 1110 New Notes.' 

• The Now Note s MI not be fisted on any sesuntioS exchange. A public market for the Nove Notes moy net develop. which could make selling 160 New 

Notes difficult 

Wo aro making tho exchange offer in relOnce on Ito position of the staff 01 1100 SEC as set forth in interpretive tellers addressed to third patties its other 

transactions, including Ilse SEC stoff's Fro-action letter. tiaon Copirel HokOngs Corporartion, available May 13.1000 See 'Description 01 16, Exchange Offer—Resale 

of the New Sales.' 

Each broker' dealer that receives New Sobs for ii3 0.1 account pursuant toil', exchange offer mutt acknowledge that t oil deliver o prospectus in 

connection with any resale of such New Notes The letter of transmittal accompanying this prospectus stales lhat by so acknowledging and by dere arts g a 

ptoepodUe, a 6'0601.9081er soil 001 111 deemed to admit that h is an 'undorwider" wthin thy meaning of the Securities Ad. Thin prospodus, 00 11 may be amended er 

supplemented 8010110W 1011001. may be used by a broker-dealer ro connection 0e1h resales of New Notes resat:ad in exchange for Old Naas where such Old Notes 

we In acquired by such broker-dealer as a remit of notketdooking activities or other trading activities. Stalling on the Expiration Date (as defined herein) and ending 

on ihe close of business 90 days after the Ewir mien Salo, we wit 000 61 this prom echo available to any broke tde ale' Inc uao in connection with any ouch resale. 

See "Plan of Distribulton.' 

Investing ill the NOW Ratot to he issued in the exchange offer involves certain 00100. 0,8, oRiSk Carstens',  her/Inning en page 10. 

We ore not Making an otter to exchange Notes loony jurisdiction where the offer I. not permitted. 

Neither the 5.111111. and Efmhange Commission (the °SEC.) nor any state securities ternmIssten has approved or disapproved 

01 these securities or flossed upon the adequacy or accuracy of tills prospectus- Any representation to the contrary Is a crholttal 

offense. 

The date of goo prospectus in 	.2311 
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We have not authorized anyone to give any informatIon or make any representation shout the oHering that In different from, or 

in addition to, that contained in this prospectUa el' the related registration statement. 11 000 are Ina golsdletion where Offers 10 5011, 

or solicitations of offers to purohase, the securities offered by this document are unlawful, or if you aro a person to whom it is 

fallaWful 10 010001 these typ. of activities, then the offer presented In thin document does not extend to you.The information 

contained in this document speaks only an of the date of this document unless the information apadfIcally indicates that another data 

applies. 

WHERE YOU CAN WINO MORE INTORMATt ON 

We have filed with Ihe SEC a registration statement en Form 5-4 to moister this exchange offer of the New Notes. which you can access no the SEC's 

nm hsile at hflo://weinv s oc gov, This prom odor,. which forme pod of the rogiotretion obtrusion'. does not contain all 00 160 information Mewled in that registration 

slatemont. For Mither information about us and 06001 160 Now Notes offered M this pospectio, you should refer 10 160 regis1Fa000 statement and In exhibit. You 

rnay read and copy any materials we file with the SEC at Ito pot& reference Mom maintained by the SEC al 100 F Street. ME.. Washin glom D.C. 20549. These 

Meted* ato also available to Os public from the SEC's websile al lett plisommee.give. 

TIM",  of relent te 

MARKET AND INDUSTRY DATA 

Ge dein reetket and indudty date included in this prospectus 'sat been obtained from IMO party sources Mat are belbve to be reboble. Market ed./sales 

ate calculated by using melecendent indudry publications, government publications and third party forecasts in conjunction with our assumptions about cur markets. 

We love not independently verified ouch 11 ■ 4d pady information. Mile we are not aveare of any misdate no nts recording any market, industry or div ider date 

presented /worm such dub involves rish and uncertainttes and is subject to change based on various factors, including those discussed 01011 110 headings 

'Gautier. y Statement Regarding Forward- Looking Statements' and 13 isk Factors" in this prospectus. 

WEBSITES 

The information centained on 0111001 Carl he accessed Ireough any of out 1006000e in not iiiisor1iora100 in, end is not )7811 01.11115 prospectus or the 

registration statement 
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PROSPECTUS SUMMARY 

TM° proves:us summary conteins Lost infoutiation about 0. coward end the of feriii9.11Loay nOt eofdaW 	 0181 118000 IilpOr101it tO  

you. For certain includry tetras, enrestoro ere ieferred to the section entitled "Glossary of hick:ally Tennis' baginning on page 00. irndora should cafe fun/ 001) 0,), 

entire proVeclus including the information net forth soder "RUA Factors anti 'Management's Diastossion end Andy:Ws° ,  Financial Condition and Results of 

Oporatkois" and in O. consolidated Financial statements and related notes. Vines, otherwise indicated Of the context otherwise requinas references in AS 

prospectus to •teutionster,' the °Conipeny• -we,"ths' or 'our refer collecievehr to Netionstar hfonguyo ILL and /u subsfehorion With respect to lire diecuseion of the 

forma of the notes on the cover page, in 140 welion enLifed "Prospectus Surninaty—Swontary 0! the Ea:change OffeC in the secnon entitled 'Prospectus Suonnety 

—Surnrnary no/tOo Row Notes' and rh the section eseilled Toseription of the Mew Noma," rofonvices to "we,"es' or 'ono' inchnfo or* 41009,050 Mortgage TLC 

and Nalionster Capital Corporation 009 /41/ any other sultsvliodes of tletionstor Mangey? LW. 

Co na paw Overview 

We are a leading reSIdentiel mortgage loan Seilitet and Ono oft/In top fire non. ban k aerrite is in the United Slates as measured by agg tenet° unpaid 

principal balance of loans serviced. We service mortgage loans in all 50 slates and we are licensed as a redd either mortgage loan service, ander a third parly 

default specialist in all dates that require such licensing. In addition to out core Servicing busi.ss, we currently originate primarily conventional agency (Fannie 

Mae and Freddie Mac, collectively the "government sponsored enterprises" or the "ESEs) and government (Federal Housing Administration and Depaignent of 

Veterans Maim) residential mortgage loans, and we are Licensed to originate re ed enlist mortgage loard in 49 stales. Our h ea rIquarteis and operations 000 110009 

in Lewisville, Texas As of April X1,2011, we had a 10181 0/ 2170 employees. 

Loan Sao/icing 

We are One of Me largessl independent loan servicers in the United Stares. Our servicing portfolio consists of morrgage servicing tights acquired from or 

subsarvisod ter various third parties as well as loans we originate through our integrated origination Magma As of March 31 .S211 OM servicing portfolio included 

over 409,030 loans with an aggregate unpaid principal balance of 907.0 biliion. We service mortgage loans in 811 5/ states, and we aro licensed as 0 residential 

mortgage loan smite, and/or a INA party debt default speciahst in all slates thal require arch licensing. Our Servicing Segment predates retuning, tethbased 

revenues based upon contactually established servicing fees. 

Servicing fees primmity condst of an amount based on the aggregate unpaid principal balance of the loans serviced and also include ancillary fees such 

as late fees and insufficient funds fees. In addition, we earn interest income on amounts dep asked in collection accounts and amounts held in escrow to pay 

prOperly tans and insurance, which on tefer 00 008008 income. We also generate iteentate teen from owners 01 1110 loans that we Wrvice for meeting again loss-

mitigation metrics sold fel arranging successful lass mitigation programs. Mei eover, the LIG ledmal government pays us incentan Mes for loans that we 

suctessfully modify Within Ille pai omelets of she Home Affordable h1odifi0810n Program, or KAMP. In addition, we leverage our loan servicing business end 

customer Lase to provide several complementary .rvices that generaln fee-based revenues. 

We Use a flexible, high-touch servicing model that locuSes on personal contact with borrowers 809 08 desgned to decrease borrower delinquencisa and 

defaults on mortgages and to increase boil ewer repayment performance with a goal of horns own eiship preservation. Our operating culture emphasizes indrvidue I 

default specialid accountability for assel performance (what we refer to as credit loss ownership) and loss miligation ma dices to improve *met peifotnionco and 

cash flow and to reduce credit lias.s Our servicing model and operating whist° hwe proven especially valuable in the Current distressed residential market, and 

we have established an excellent hack record servicing credit. sonsittee loans. 

We believe that our demonstrated performance in servicing loans far a GEE rocketed our acqcicili000 of Iwo significant mortgage servicing rights 

POrtfolios totaling aPlimximatelY 425.0 billion since 

Iahltallfloutents 

November 2008. Theoa two portfolios were previously serviced by other servitors Theso acquisitions helped us grow our servicing poefelio train 112 7 billion on 

December 31 .2007, to 367.0 billion on March /1, 2011, including approximately 925 blithe in unpaid principal balance which we boarded ill November and 

December 2010, when we entered into a subservicing a greeme nr with a OS'E. 

Loan Originations 

Wo are also one of the few high-loucb serviwrs in the United Slates with a lean origination platform. We curiently originote primarily prime agency and 

government conforming residential mortgage loans, 409 5,0 are licensed to originals residential Ma °gage loans in 49 states. Our OrigthatIons Segment diversifies 

our offering of mortgage services and further stabilizes our revenue strearn. 1, 20/7/, we originated 517/ billien Sb agthegale principal Itslanee entkely consisting of 

converitional residenial mortgage kiwis. In 2010 and in the first quarter 01 2011, our originations totaled $2.0 billion arid $0.7 billion, respectively, 01 aggregote 

principal balance. We originate leans through our three lean origination channels. 

Comatose, ()dad Retail Channel—thiough which we market refinancing and purchnw Miley MOlgage loans directly to selected COnSUinerS from our 

centralized call Center; 

• DistriLwted Retell Oharinef—through which non market refinancing and smelt.no money mortgage leo,,, dvectly to consumers from local branches: and 

• Wholesale Channel—through which we market our refinancing and purchase money won/aye loans to tither imrty morthage brokers. 

We °lighters purchase money loans and refinance existing loans, including loans /100 000 service. Our strategy is to mitigate the credil, rnarket and 

Mimed role lisk Pam loan originations by either selling newly originated loans or placing them in GSE or government sednildations. We typically sell new Mans 

within 30 days of origination, end we do not expect to hold any of the loans that wo currently originoto on our Manta sham on a long.lorm basis A1 the Woo of 

sale, We have the Option to retain the mortgage Sereleing rights on loans we originate. 

Our origination cape bifity differentiates us from other norr.bank, lugh.touch loan :ionisers Milord an integrated origination platform by 

providing us wilh an organic source of new Inane to service as exisfing loans are repaid Or Otherwise liquidated as originated loans serviced by us 

typically generale higher returns than comparable morigoge servicing rights that we would acquire from a Med pony; 

x 	providing an attractive supplementation to our servicing loss ntergation strategies by allowing us to modify end refinance mortgage leant, including loans 

that we service: 

• (rearing a diversified sande Of revenue end 

• building brand recognition. 

Legacy Assets and ()Inv.  

We alre have a legacy asset partial°. Willett consists primarily of non.prime and nonconforming residential mortgage macn , m0:4 Of Which we Originated 

from April In July 2007. In November 2009. wo term-financed our legacy assets with novrecourso debt dial requires nc additional capital nr equity contributions. In 

conjunClion with the transaction, wo reclassified our legacy assets to 'held for investment un mu consolidated balance sheet, which allowed us to eliminate fudher 

romlotthrnathet accounting exposui e on these assets We continue to service these loans using our higteloush servicing model. Additionally, we consolidated 

certain sccuribzotion guys where it was determined that we hod both the paw, in direct the aotaities that mote significantly impact Me VIF's economic 

pefforrnance and the obligation to absorb losses or the right to receive benefits that coind potentially 
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be signifidnI In be VIE, pursuant ICI new consolidation accounting guideline releli)d le VlEs adopted Olt JallUttly 1,2010. 

Industry Overview 

Loan Serviciny 

According to Inside Mortgage Finance, !here ante $10.5 trillion lit residential mortgage Bans outstanding in the United Steles 01 01 110011 31. 2011. nod 

each mortgage loan r °quires servicinn. loan se prisms normally earn a servicing fee 01 21 10 00 basis pokits per ennui, on the ummid principal balance of leans 

serviced, as well as associated anollaiy lees, sucly as late fees. Consequently, a loan servicer can mate. value for both 110011 and the OWnel 01 1110 mortgage loan 

by increa aim the nuniber of borlowele that remain ['UMW in their repayment obligations Owners may include a lender, investor or residential mortgage•backed 

securities trod. M the case of a semigized pool of mortgages. 

Loan servicing prirnaiily involves the calculation, collection and remittance of ',Pulps] and interest payments, the adminimation of mortgage escrow 

accounts, the collection of insurance claims, the adminidiation 01 female.. procedures. he management of real estate owned and tlie making airequired 

advances. Loan .rvicers ploys Ley role in the residential mei-Mane inerket by providing loan servicing functions on behalf of the manors of toms Molesting 

collecting Me scheduled principal and interest payments, as well as taxes and Insurance: performing customer Wrvite functions; arid taking actrve stops Ka mitigate 

any potential losses associated wgla borrower delinquencies and defaults. Typically, a servicer is contiachially obligated to servico a mortgage loan in accordance 

with accepted servicing industry practices as well as appIcablo regulations and statutes. A .rvidiaS tights and oblinelions are governed by the pooling and 

servicing agreement for the underlying loans. A sub Se, dors rights and obligations are governed by the subservicing agreeMent with the Wild pally thal owns the 

rated menses° servicing rights. 

To the extenr a tionowei does not make a payment, service rs are generally required lo male sobances of principal and interest, lazes and insurance and 

legal lees until such lime entire underlying progeny is liquidated or the service( determines that add Donal advances will nor be recoverable from future payments. 

proceeds or other collections en the mortgage loan. 10 11,0 enact of foreclosuie. condoms are eddied to reimbursement of advencas horn Ilse sale proceeds of the 

related properly. Typically, in Me event such proceeds are insufficient to reimburse the advances in full, which we refer in es a non-recoveroble athartne.SelViCein 

are entitled to reimbursement of advances more collections on atm mortgage loans in the related reSdedia I Menges, barked securihes trust For this reason, 

edynrices and the right of reinturcomenl aro typically senior orb o claims of holders of securities issued by the residential mortgage Leaded securities frustn 

Loan Originations 

According to Inside Mortgage Finance, total residential mortgage originations in the United Slates were Old billion M 2010, a decrease of 13% compared 

to 2006. 01 160 2010 originations, approximately 07% were confoiming moitgages patentee d by G$Es, including Fannie Mae and Freddie Mac, or government 

agencies such as the Federal Housing Administration and the Department of Veterans Affairs. Front 2001 to 2010, the alined aggregate pancipal balance of newly 

originated mortgage loans that worn either assured or guaranteed by government agenclea or sold to GSEs Oriole government secteiliaations increased from $1.1 

linen lo $1.4 radio, or at a compound annual growth role. WIndl lee infer Is as CAGR, 01 0%. 

The United Stales residential mortgage maikel consists of a primary mortgage market that Inks boric:rivers and lenders and a secondary mortgage market 

that links trndms and investors. In tho primmy mortgage market, redilential mortgage lenders such as rnollgaga harking companies, commercial bankb savings 

instiin lions, ciedit unions and other financial institutions originate ol provide moitga yes to borrowers. Lenders obtain liquidity for originations in a volioty of ways. 

including 

,Ta/k.ef.Ctinainsa 

by selling mortgages or mortgage-related secuidies into the secondary mnrtgage market Loan °agitators that are banks also have nentsna to customer deposits la 

fund their originations business. 

The secondary ',engage market consids of institutions engaged le buying and selling mmtgages in rho (min of whole loans (i.e., mortgages lhat have nor 

leen secui6zed) and mortgage- related seCurilies. Government- Hammered enterprises, such as Fannie Mae and Freddie Mac, and a government acidity, Ginnie 

Mae, panicipate in the secondary mangey emit.' by purchasing rnortgoge Bans and mortgage. related saccades for investment and by issuing gemanteed 

mortgage. Mated secgrities. 

Industry Trends 

Loan 5orvlany 

On a weak ecennmic and cledit environment with elevated delinquencies and defaults, waking !moo rnes operationally more chaltenging and mule capital 

intensire as servicers need to add and train staff to manage the increase in delinquent borrowers. In addition, sailors are gene/ally required Is make advances on 

delinquent mortgage loans for principal and interest payinents,texes, insurance, legal teen and property maintenance fee, all of wtach are typically marveled upon 

fereclosure Or liquidation. ACcording to the Mortgage Bankers AssOciation, delinquent loans and foreclosures have increased from $0.6 linen of 0e0enther2005 to 

$1.4 trillion al December 31,2010, Rothe Oriole F mine Men estimates that oust December 31, 2010, it had $764 billion of assets within its own podia° with 

characteristics that wo believe make them credit-sensitive 

The majority of loan servicing in the United States is perforrned by the nation's money center banks SuCh as Bank of America, WO% Forge. JPMorgan 

Chum and Citibank, which together service apprnaimately 54% of all outstanding mortgage loans on one to founfarnily residences as of March 31, 2011. These 

bunk- owned service's mainly meion conventional, pedal ming mortgages anil are most offe Hire at ioutine account management of portfolios with have 

delinquencies lhat require Wiled intersclion with borrowers The traditional service, model was Constructed to process simple payments and minimize cods, and 

functioned wall in environments characterized by Mw delinquencies and defaults. However, in gm tortoni environment of rising delinquencies. extensive 

foreclosures old elevated fell 001019 owned activity, traditional seivicers are expetiencing higher operating costs, and their petformance is dedning due Mlle high 

level of foreclosures and liquidation processes. According to the Merlgage Bankers Association, from2(XJ7 thrOyigh 2010, approximately 3.4 Milian homes were losl 

to foreclosure and as of September 313. 2010, more than 30 million mortgages worn in foreclosure or 90.c days delinquent. 

We believe thel Mere is a glowing lecograCion dial the MOE mental cod of highteuch servicing, with a strong emphasis on asset performance and 

fOreclosure avoidance, is a value added service as he credit lom savings that result are grealm Man those realized from traditional loan servicing bitainess 

models. Hold ei s of reddential snorts ago MOO ask are demanding boiler performance and Many Mn moving the servicing cif their Inane to specialized servicing 

companies mith expertise and focus en asset po 

The passage of bolls the Emergency Economic Stabilization Ad 012008 on October 1,2008, did the u.0 federal government's Making Hume Affordable 

Plan announced on February 18, 2083, which we refer In as the MILAL and °thin related government initiatives provided an advantage for servicers with loss 

mitigation expeitise. The MI TA provides a tinatitial incentive to se re ice rs to modify qualifying loons in accordance with the glen's guidelines and requirement, 

Loan Orlylnations 

Residential 'midge ge Mans are geneially originated through either a direct lending nenvOrk si o mertgege brokerage misc.]b. A direct lending networn 

consists of feted Wenches, 'Memel and telephone-based operations. Typical refe nal $0510,00 for a direct lending rialworb include reallono. buirrebuirdets, credit 

unions, small banks and affinity groups 
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The length of time flout the origination or purchase of a mortgage loan In as sale or secoritimiton generally range, from 10 In GO days. depending on a 

arielY of fathom  irmindleg loan vol... Prod.( We, intetest tales and capitol Markel conditions. All important source of capital for the residential nffingede 

industry is warehouse lending These (edifies provide funding to reengage loan originators until dm loans are mid to investots in the secondary mortgage loan 

masker 

The MHA and other similar initialises, along will1 low inieled rates and a high rate of refinancing activity, provide opportunities for service's that arvei 

conduct originations to leverage trite servicing goitrero by mfinanring existing loans 

Our Strong1,110 

We believe the following competitive sit engths conttibute to our market pooilion and differentiate us (noon our conmelitiOn. 

Attractive Business Model IvinG Strong Cash How 

We have an oman/nra business model as one of the few big brooch service's in the thiled Slates with an integrated loan origination platform. 

Oui Servicing Segment produces mowing, fee•based tevenuet based open contractually established seirvcing fees, and we are exposed to minimal 

credo tisk Met iespect to tIre mortgage loans that we service We believe that we continuo to demonstrate our obdity to produce tower delinquency rotas err/Ire 

loans we ethics, including maddisensitivo loans, compared to oar comp etilois, and we behave that we Will continue to atiqUite mortgage servicing tights at 

allractive prices itom mottgege invostom or sirvide subservicing for bird paities 0.1001. our servicing capabilities 

kOh believe thet oui Originations Segment differentiates us bent other high-leech Genticers without an origination platform by provid ing us wait a more 

cosliellective a Remain° to purchasing new mortgage servicing rights as the unsaid principal balance of our existing servicing po Mello decreases ova( lime; 

divetsifying and dabiliting our revenue in a veil.) ,  of interns rate environments; and building brand recognition. 

We genemle significant cash flow for debt service as a result of the profitability of our Operating Segments. We believe Otel 001 focus on atm, 

sedum.nse and operational efficiency has enabled Oslo strengthen our relationships wilh the GSEs and other l ard settee and has allowed site glow our 

ea minds front our Operating Segments 

Substantial Liquidity and Access to Mudiple Capital and Funding Sources 

We maintain snhatarilial levels of funding and liquidity through multiple capital and funding sources for our Operating Segrnents. We hove aCCets to 

mingle funding deuces, and rae believe that ote figuidity sources are sufficient to meet out immediate and future needs These soursas include servicing advance 

lines to finance our Servicing Se ginent, waiehouse lines 10 finance our OriginalionS Segment and loans (tom 050s to facalate the acquisition of mortgage servicing 

lights At of March 31, 2011. we had a total of /859.9 million of unused capacity under our existing servicing advance facilities and origination watehouse lines. We 

believe that our strong relationships wills liquidity providers and out continued eb tidy lo access sufficient model during the tecent economic downturn demonstiate 

the depth of Oct liquidity and access to capital. See -Management's !NM ssion and Analysis of Financial Cendition end Results of Opeta0ons—Liquidity and Capital 

Resents.° and 'Managereenre Discussion and Analysis of Financial Condition and Resorts of Operalionrv—Contractual Obligadonsii 

Servicing Platform will, Loss Magellan Focus 

We believe that, by focusing nil p mama I contact with bottovists, out high-touch 
	

tviCing aPProadt reduces credil loosen arid maximizes cash colleCtiOnS 

for creak. mnsitne loans. This highly 

Table aLEmroaoa.ta 

flexible model allows for customization to meet individual bore., tequiternents, and is Gather diffeientialed by providing personal contact at CrinCal borrower Ouch 

poinls, including via telephone, mail. electronic communications and other personal Mead methods. Our approach iodinates strong relationships weh borrowers 

and merger employe° accountability for deoited performance Ace believe that our sovicing expedite and loom on optbnal outcomes:reduces credil inrvaiimenls 

and losses to loan itiveStors We believe that this model presents continued opportunities fur wow. 

Scalehto PAW elm and Established Track Record 

Eelsblidling a mivicing platform mph'ac significant initial capital investments, imbed...0re, licensing .d expertise to gropeily service credit-vomit/re 

bons, which Mates substantial barrios to entry. We operate a highly scalable plalform, with he capacity to add up In a total of opperviinately $15 billion of unpaid 

principal balance to our SOstioiag operations within 90/n 120 days Mir oiininunol incremental fixed cods. V.'s can service these additional accounts with out existing 

inflasttucture, teal estate and technology platform. 

Ad ditionally, sve have Med our highitouch servicing model and our mis of proprietary and commercially sealable technology solutions to estoblich o sock 

lecotd of superior getformaree in servicing credk sensitive loans. The unpaid principal balance 01 010 loans we serviced indermed 428% from Deoembec 31, 2007 

to Moral) 31, 2011, primarily through ecquiling mongage servicing rights and entering into tubseivicing agreements. We believe these acquisitions and agreements 

can be adriboted to nor established track record in servicing creditisensilive iesidential mottgage loans, and we believe that our track resold together with our 

scalable platform, positions us well relathe to our compedlors lo minim similar pedfolios in the future. 

Criffere of Credi Loss Ownership end Accounteholity 

Since o tir inception, our operating culture has emphasized superior operational and financial pemfstmmrntrco, credit loss ownership (out lerm for individual 

default specialist accountability for a Stet pothenance), employee development and customer relations. We eatablish foam1 and operational floals acress all 

levels of the °ironical., and compensation for all of our employee° in based upon achievement desired lounge As a re null, we have R sit ermined omen imtional 

structure that allows no be react to business needs and changes in an expeditious manner. We him recent college gtaduates and teach them our business through 

a Sydanlalic training program. We ptirearily develop existing employees for management positions. We strongly endorse piomotion from wtiliin and routinely identify 

arid place senim levet staff in our Manorgenimm paining prOgtain 6S a dee eloporeffiel tool to prepam them for supervisory positions. Suservismc typically Mon rotscla 

thong h progmsavely more Mudoy management assignments to Owl eve both MO technical amid Managglia I proficiency. 

We believe that our culture of credit loss ownership and aCCOuntablity has enabled us to outpetforni the induslty. As of December lb. 2010, according to 

boott Performence.corn, our GO or mere day delinquency rate far our legacy essort (an 0 percentage of original balance) was apsconirervely 12%, while Oro 

delinquency mare for Me 0.85 07.2 Mo linage Index vies approximately 20%. 

Stable and Seasoned Management Team 

Out senior management team in commised of experienced inottgage indult y eXeculivos with an avotage of sppro viroately 25 yets, in the Otiosity and a 

track tecord of genetaling financial and operational imp °Yemeni s. Several members on our management leant have field senior posiligna al olltur residential 

rnottgage companies. In add/inn. 0111 senior management team has remained in place 'Noun!) multiple business cycles and has a dernonshated ability In adept In 

changing market c0ndiM1005. We believe that the o merlonce of our nenior management ream and its ma nagerae nl philosophy am significant contribulo re to our 

pelatum peitOrManee. 
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Our Strategy 

Our prima.) ,  goal isle increase the value of OM leans and out clients' loans by reducing delinquencies and credit losses Plus goal is achieved through 
our culture, processes arid emerges. We plan to grow our revenue end operating cash flow by employing the fallowing business strategies, 

CapkoNing on Industry Opportunities 

We believe we are well posiboned to bench from the cunent trends in the ie sidentia I mortgage industry. The distortion in the mortgage industry has 
resutted in limited access le funding and capital, lower than anticipated petformance of residential portfolios and a strong demand lot high- touch servicing. We 

that competitors with significant residential exposure or limited access to capital have shifted their operations On selling residential real estate asters. 
including mortgagn servicing rights. This allows existing strong servicees the opportunity to acquire or nubs ervice additional portfolios at attractive voluabons. 
Additionally, due to a variety of economic factors, residential loan delinquencies and related losses are at historical highs pammfing GSEs arid other owners of 
residential mortgage loans to focus on home winership preservation and servicing for superior credit performance. The heightened focus in those areas has led to 

a strong demand for high-touch service. by Mass owne 16, Also, we believe that many of the largest loan servicers—who are experiencing unprecedonted levels of 

delinquencies end losses—do not have suffirvent inlernal capacity to perform high-touch servicing in their own portfolios and, as a result. may look to independent 

high-touch SCIViC016 to assist them in servicing their podfolios. As a moult, we believe that More vall cosign.. to be strong demand for experienced high-touch 
service's with a proven ability to improve loan performance. We also believe that there will be significant opportunities to continue to acquire mortgage wrvicing 

rights or attractive prices 

Maintaining and Growing Our Steady Feo•Oased Servicing Portfolio 

Dim r servicing business produces retorting, fee-based revenues based upon contractually established servicing fees. We intend to continue to utilize our 
established and scalable servicing platform to grow our servicing operations organically and through acquisiions. We believe thot we will continue to being from 
our strong relationship with GSEe and ether third party investo is, which We believe will enable Oslo acquire additional servicing rightg at alltactive pdces and 
eubservicing contracts in order to grow our business. Additianally, we have invested in our loan admini000lion and customer senico servicing duisinns to 

accommodate the increased scale and Si7e of our portfolio, which allows us to service newly originated conventional reengage loons at ogrectrve return levels in a 

varinly of operating and economic environments. 

Continuing To Eypand Our Originations Plationn 

Our Originalien S Segment diversifies our offering of mortgage services and Wither Mobilizes our revenue stream by providing us Mth a natural hedge 
against fluctuations in prevailing interest rides We have a diversified, multhchannel strategy to confirms to build am mnventional originations platfoun in order to 
organically [Waco servicing rum off. Through our migination platform, we am also able to create loan servicing assets at valuation levels below where our servicing 
competitors can purchase comparable mortgage Servicing tights Also, we can recapture loan payoffs in ovt existing servicing portfolio by providing origination 

seivices to our existing borrowers 

We believe that there ore significant oppodunilies to originate loans for snickers and other financial institutions lacking ofiginmion capacity, and we intend 

to capitalize on these opportunities by expanding Dar rela channels OUT ettiansion efforts wil focus primarily on media. money lending , which is a stable 

origination source through V2liOUS iDlelf10 rate cycles. Unliko certain competitors who are requited to utilize third patty interrnedinties in transactions inilit 1118 GiiEs 

and Ginnie Mae, we are a dreg lender with the cap ebitity to sell loans directly to the CaSEs and to secuptize loons directly 

7 
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with Ginnie Mae. Ws believe that this capability allows an to control the credit quality of the loans on (alginate, thereby teducing our lepurchase risk. 

Engaging in Opportunistic Acquisitions end New Business Opponungies 

There are nemernus banks, insurance companies and other financial entities that have signifi.nt P.VOSIlle ID the residential mortgage sector CM 

manag meet, together well our dedicated servicing and origination relationship learns and our sponsor, Fortress Invechnent Group U_C, or Fortress, hove extenswe 

tergineag and costae.ly aapartise, reserve ninerorm requegls to review 'Molliei acquisition opportoolies and co nline Ally Conduct duo difigence to identify potential 
oppodunielie acquisitions. We a. currently seeking out opportunities and believe there will continuo to be significant opportunities to take advantage of the 
dislocation in the residential mortgage sector and esquire assets al attractive valuations. We intend to oppoitunistically gm,' our business though acquinno 

mortgage servicing tights, subservient!a rights, servicing platforms and originating platforms To may purchage OSSOtF and/or platelets of significant size. We 

believe there are several assolo and platforms currently for sag in our industry and we are currently in the process of pursuing a number of such opportunities. 

Conspnny History 

Nalionstar Moitgage LLC is a Delaware Fended liability company. We were formed in h im! in Denver, Colotado 10 0000 Credit Corporation, a Nevada 

corporation In 1997, ive moved our executive offices and primary operations to Dallas, Tacos and changed our name to Centex Ci edit Corporation. In 2:101, Centres 
Credit Corperation was merged into Centex Home Equity Company, LLC, a Delaware limited liability company CCHEC'). In 2006. fit HE Holdings LLC, acquired 
at of our out:land ing me mboiship Mime'. (the "Acquieition and we changed out name to Nationster Mongaoe LIE. Nationstar Capital Corporation, a Delaware 
corporation, is our wholly-owned subsidiary twined solely for the purpose of being a corpse ale co-issuer of the notes 

Folfiress hivastionnt Group 

As of Mesa 31, SGI 1 , FIF HE Holdings LIC, a holding company, is the sole member of Natieristar Motio asps LLC, owning 100% of our outstanding 
Inembership interests. FIE HE Holdings LLC, in turn, is primarily owned by certain prival.:: equity funds managed by an affiliate of Fortress and company 
nc000gnieert. Fortress is o lending global investment monogement finn vidh approximately S43.1 billion in fee paying tassels under roanogement soot Maioh 31. 
2011 Fmttess is Its adquanered In Item York and has affiliates with offices in Da lies, Frankfmt, London, Los Angeles, New Canaan, Philadelphia, Rome, Singapore, 

Sydney and Tokyo. 

Fortress has 050nuno experience and expertise in the te sidentia I modgage and financial services sectors Server management members hove managed 
businesses al many leading financial firms, including OlackPock, Goldman Sachs, Lehman Brothers and UDS. (hotness hose strong back record of investing in the 

regidential moilgage sector, including current or prior inveHreents ire AMPESCO Inc., Conse co Finance Corp., Ca paged Mortgage Clip.. Italktodwio 
American Gmielal Finance Inc., Gree 'Point end Bombardier. 

Rink Fnetors 

Participation in this exchange offer imolves substantial risk. lily  should carefully consrdet lho risk factors set forth in rho section entitled 'fissk Factors' 

and the Mho illf01111:111011 contained is this pioopnblulhininm to panicipaling tin the exchange offer. One 'Risk Fosters/beginning on page IT 
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OWndrehlp Stliteldre 

Het forth below is rho monorship Madera of Nationale! relegate LLC and its subsidiaries as of June 30,2011 

Corporate Information 

Our e000ntlan offices are faceted of 350 Highland Drive. L.:ledge, Texas 75007 and our telephone number is 

Summary et the Exchange otter 

On March 25,2010, we ismted $250,000,000 aggregate principal Mount of Old Notes in an 

unregistered Minting. In connection wax that off ering,we entered into o registration rights agreement 

on March 26, 2010 (the 'Registration RightsAgte °mein) in witch we agreed, among other things, to 

complete this exchange offer. Under the terms of the midrange offer, you are entitled to exchange Old 

Notes for Near Notes evidencing the sante indebtedness and oath substantially similar loam You 

Should read the discussion under the heading "Description of the Melee' for forther rotormatron 

regarding the How Plates 

We are offering to exchange, for each $1 000 aggregate prindgel a nrail nt of our Old Note s validly 

tendered and accepted, Of I330 aggregate principal amount of our New NOM% 

We val not pay any accrued and unpaid interest en the Old Notes that me acquire M the Mich sous 

offer. Instead, interest on the notes wd acme from the most fecent date to which internal has been 

paid or, if no interact has been pa id, from and including March 26,2010, the data on w tech we issued 

the Old Notes. 

As of the dale Of this prospectus, apoloximately$253,011,000 aggregate principal Mount of the Old 

Notes are out:tending. 

Tendering holders of Old Notes must tender ad Note sin minimum denominations of $2000 and 

integral multipMs of $1030 in excess thereof. Ned Notes will be issued h minimum denominations of 

62000 and integral multiples of 61 200 in excess thereof. 

Tim exchange offer ell expire al 	,m„ New Yolk Sty lime. on 	.3011. unless we extend or 

terminals the exchange offer in which cam tire 'Expiration Date's:ill moon the latest dole and lime to 

which me Wend the exchange offer. 

Tho settlement dale of the exchange offer will be as soon an practicable after the Expiration Date of 

the exchange offer. 

Tenders of Old Notes may bo erkhdrawn at any lirno prior to the Expiation Dare, 

Our °btu/Menlo consummate the exchange offer is subject 10 Wain cumonrary conditions, which we 

may asset or waive. See •Deamiplion of rile Edhange Offer—Conditions to Ore Exchange Offer," 

To participate In the exchange offer, you ntuet follow the automatic lender offer program ( -ATOM), 

procedures este htshed by The hepoeiiory Trod Company EDTC*). for tendering Old Notes hold m 

boots entry form. The ATOP procedures ;squire drat lire exchange agent receiee, prior to the 

Tallesdiatrients 

Ilnekitround 

Me Exchange Otter 

Denominations of HOW Doted 

Expiration Dale 

Settlement Date 

Withdrawal or Teodoro 

Conditions (a lien Exchange Offer 

Procedures One Tendering 
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Expa alum Date of iho exchange Mier. a computer • 

10 

Ciehic_offeitEols. 

generated message. known 	agent's mossag 11,01 10 transmilted through ATOP and Oral DTC 

confirm Pm: 

Consequences of Failure to Exchange 

• OTC has lecrived restructions to exchange your Old Notes, and 

• you agree to be bound by the loons Of the letter of transmittal. 

For More details, please read 'Descriplioy 01 1110 Exchange Offer—Terms of Ore Exchange Offer and 

'Oeurrpbon of tho Exchange Offe r—Poced ores for Tendering.' If you elect In have Old Notes 

exchanged pursuant to this exchange offer, you must properly tender your Old blares prior 10 0:00 p.m., 

New York Oily time. on the EXpitation Dale All Old Notes validly tendered and oaf properly wilhdraam 

will be occupied for exchange. Old Notes may be exclimmod only in minimum donorninations of 02,000 

and integral mutinies of $1P00 in excess thereof. 

If we complete the exchange offer anti you 40 001 participate in it, Men: 

• your Old Notes will continue lo be subject 10 100 ousting restrictions upon their transfer; 

• we will have 110 further ohligalien M female for the registration under the Seemilies Act of those Old 

Notes except under ce dein limited circumstances; and 

• tire liquidity of the market for your Old 00100 00014 be advmsely effected. 

The exchange pursuant 10 11,0 occtrange offer generally will not be a taxable mem for U.S. federal 

income tax purposes. See "Certain 0.5. Federal Income Tax Considerations' in 11111 prospedus. 

We wig not waive any cash proceeds from the issuance 01 1110 New Notes et Ibis exchange offer. 

Wells Fargo Sank, National Aesociation Orbs exchange agent for the exchange Wt. 

Taxation 

Use of Proceeds 

Exchange Agent 

Summary of the New Notes 

11 0100001 Mortgage LLC. a Delaware limited 0001100 contgany, and Nationster Capital Corporation, a 
Delaware corporation. 

$250.000000 aggregate principal amount 01 10.070% Senior Notes due Aped 1, 2010. 

A.prIl 1,2010. 

10.07014 per annum, payable sena. annually in arrears on April 1 and October 1 of each year, 

Commencing Ocleitel 1.2010. IntelOSI on the New Notes will accrue ItOrn the most recent dale to 

which Molest has been paid or, if no interest has bean paid, from and including Match 26,2010. 

The New Notes will be guaranteed On an unsecured senior basis by each of our eOsling and Mere 

domestic subsidiaries, other then our mcurbization end certain finance cubaidiarros and aubsidiarios 

that in the future we designate as excluded NI:Pitted and umsnicted subsidiarieS. 

lire New Notes and the guarantees Mil be our and the guarantors' general unsecured senior 

indebtedness, respectively, and veil: 

• rank equally in right of payment to all of our and the guaranlors' misting mut future indecbtedness 

end ether ohligntions that are net, by their terms, expressly suberdirmted in rreht of payment In the 

notes and the guarantees; 

• rarth senior et right of parterre to any of our and the guarantors' existing and future eonier 

cobordiosIed and subordinated indebtedness and other obligations Sat ale, by their terms, 

owe ssly subordinated in right of payment II the miles and the Subsidiary guarantees; and 

• be offectreely junior in right of payment to all of our and the guarantors' e fisting and future senior 

ennUterl indebtedness snd ohm obligations le the extent of the value 011110 assets securing midi 

indobtednem and other obligations. 

(ho Now Notes will be issued in fully•registered form. The New 110105 0.11 be re pro cooled by one or 

more glotial notes, depoated with the trustee es cusiothen or CNC and registered ill the rlerne of 

Cede 0.$ Co.. OTC's nominee. Beneficial interests in the global notes will he :limn on. and any 

transfers Mil he curdle only through, records onorntairred by OTC and its parricipants. 

hitt jejillrennagy 

Usocis 

Secutilles Offered 

Maturity Date 

Intoreat Rate 

Guarantees 

Ranking 

Forts sod Denominefon 
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Optional Redemption 

The New Notes will be issuod ill minimum denominations of $2,010 end eoegie I multiples of 5100 in 

excess thereof. 

We may IS deem the New Notes, in whole oi in park at any lime ptior to Apra 1.2013, at a plice equal 

lo 100% of the aggregate principal amount of the New soles plor, the applicable 'make whole" 

preinfinn. as described in 'De scliption of the New Note s—Re demption—Optioral Red mare rt; plus 

accrued and unpaid interest, if any. In the applicable redemption dale. 

12 

Change of Control 

Asset Soles 

Absence of a Palallo Market 

Gertain tovoramls 

We may terthern the New Notes, in whale or in part, at any hire on or otter April 1,2003,00 the 

oprliceble redemption trice ere Mfied in 'De seriph. of the New NoteS—Rede motion—Optional 

Redemption.' plus accrued end unpaid interest, if oily. to the applicable mdemption date. 

In addition. we rosy redeem up to 35% 011ie aggtegate priacipal amount of the Neve Notes at el* 

time Coon prior to Aprit 1,2013 with the net cash proceeds from cettain equity offering° at the 

applicable redemption price specified "Desmiplion 01109 NOW oles—Re d9919lion—Optional 

Redemption,' plus accrued and unpaid interest. if any, to the applicable redemption dale. 

If certain chenge.of•Ceolrot 050 Ms occur, we must offer to reputchase all of the New Notes at 101% of 

their principal amount. pl00 accrued and unpaid inlmesk if any, to the repurchase date. 

t wo sell assets under ordain circumstances, we wilt be required to make an offer to purchase the 

Now Notes at their face amount. plus Deemed and unpaid interest, if any, soot the purchase date. 

The Now Notes ore now soculitios for which Chore currently is no market and 	caonul assuro you 

that any public market for the Now Notes will develop or be sustained. 

The indenture governing the New Notes will, among other things, limit our ability and the ability 01 001 

sub sidietie s to: 

• Mc. Of guarantee 04,1010001 indebtedness; 

• incur liens; 

• pay dividends on or make dieribuliono in respect 01 000 capital stock or make other reskictod 

payments 

• make investments; 

• consolidate, merge. .II or otherwise dispose of cedain assets, and 

• enter into transactions with oar affiliates, 

101050 000010015 are subject to important exCeptions, limitations and qualifications as described in 

'Description 01 000 New Noles—Colah Covenants.' 

We do ma intend to list tho New Not. en any socialites exchange. 

The NeW Notes ate governed by. and consrued ill accordanm wilh, the laws of the Slate of NEW 

YOlk, without regard to conflicts of laws principles thereof. 

DTC. 

Wells Fargo Bank, National Association. 

You should refer to the sediOn entitled 'Risk F800re for e discussion of materiel rithe you should 

carefully consider before deciding to invest in the 00* 010100. 

Listing 

0overn4ng 

gook•Ent.ty Deposiloty 

Trustee 

Risk Fqotors 

13 

SUMMARY CONSOLIDATED FINANCIAL DATA 

The following tables summarize consolidated financial irif DrIllbliD11 to r out business. You should lead these tables along with "Management", Discussion 

and Analysis of Financial Condition and Results of Operations; 'Business' and Our consolidaled financial staternents and the related notes included elsewhere in 

Ohio prospectus. 

The surnmaly consolidated statement of operations data for the years end. December 31, 21010. 2030 aril 2010 and the summary consolidated balance 

sheet data as of Decurebei 31, 2009 and 2010 have ben,o derived front our audited financial statements included elsewhere in this prospectus. The mammy 

conwalideled balance Sheet dull as of De cernbe r 31, 20(k1 has been deified kora our audited financial statements, Which is uol included ih this ponapeCIUS. '1 00 

summery consolidated statement of enema.: data for the rave months ended March 31, 2010 and 2011 and the summary consolidated balance sheet data as of 

Moms 31. 2011 have been derred from our unaudited financial Deterrents included elsewhere ie this prospect.. 

fear ...December 31,  

2009 	 0019  

490 000ees9902) 

1, 	 NicnItis Ce ■ ed 

Marts 31, 

2010 

PeVenues: 

Gad. Rossi e in rtiortgase then, lurid la 

Total ea /1,o,, Dal Sop Diem., 

Plifilyireofitie.thipereg.1.• 	. :• 

Interest into:. 
• 

kers on interest rate ssOpS and caps 

Chorrir cidw iAhr'c iisOcaabCifm: 

117.1010 

•• ICa5.5 45y: 

i f23.0h9 i) 

121,7411 

04) 

Mildr5 

. ..if Or4°f 3,212'.' 

. 00,31.1 ht.; 

00.310 

;0:550 1 : 

1.2',D5-21;  
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As .0 
Mar, b 34. 

10 10 
	

0014 

•.: 
206.92d 
	 206,072 

Total ether incone (exp..) 

Ort1idedinisi(irds0?... 

2D23 

 

(171370) (001301) 	 (10.358) (0,702) 

•, ,X(. 157,3a.11).r: 

 
 

. 	 . 	 (3.3 1 ct 

 

si oar ea.er 31 

s003 100$ 
!di) 

us and urthr.qn,.;ulnel 

Total assets 

V.E11.01.1. 11 d 1,111 1 01 :11,10.s • 
Notes pacublo 

1$'10e111.1ri''1' 1- ' 1,-.10i):j' 
ABB Uiebri,ot iftSr .  de hi 

1.1. 1,d1010 .1 .10 ...i ... • 
Total members equqn 

40211'  
1%;1,10;:' ' '1101,1K, 

1 ;2 .11:11 1 .A10,1td,  

II 

T 	 aff.ur 

Throe Menthe Ealerl 

'fear 	 4 0 camber  It 
	

Hank 31,  

1000 
	

10011 
	 2010 	 0011 

It' Ohee00001t 

... 

Not C0 ill presitiod . lay .(ussii 

Invading acterifiss 

Adjusted EBITDA 0) (eon. GAM rne1.Ie) 

Ott 133 	I 
tItters, erIt,45 1104" err!" toted anaer 

note ,  

. 	' 

Deptacalon Odd 

• . 	 ' :• ' 

........... 

ire1.r.,  .1103 

23.141 10.33 

' . . 

: 

(1) Adjusted 00110106 a bey performance measure steed by management kr evaluating the performance of OUr segments. Adjusted EBITDA represents out 

Operating Segments' income 0006, and excludes income and expenses that relate to the financing of the unsocuied senior notes, depreciable (or amortizable) 

asset base of tho business. income Mx. it any), exit costs from our 2007 restructuring and era dein non cash items. Adjusted EB1TDA excludes results from 

out legacy asset poigolio and certain secutilization trusts that were consolidated upon adoption of the nese neatening guidance eliminating the concept of 

OSPE. 

Adjusted EBITOA provides us with a key measure of our Operating Segments' performance as it assists coin compering our Operating Segments' 

performance on o conslitent basis Management believes Adjusted EBITDA is useful in assessing the prolitabiDy of our core business and us. Adjusted 

EDITDA in evaluating our operating perk/ nnance as follows: 

• Financing amendments far our Operating Segments ate socuted by assols that are allocated to these segments. Interest expense that relate 10 the 

financing of the unwearied senior notes is nol considered in evaluating our operoting pedormance because this obligation is serviced by the e rates 

earnings from our Operating Segments after the debt obligations that ate secured by theft assets. 

• To monitor operating costs of each Operating Segment excluding the impact from deprece1On, Mora/Min and fair value change of the asset base, 

exit casts Imre out 21307 restructuring and non.cash operating expense. such as shoe-based compensation. Operating costs ere analyzed to 

manage cogs per our operating plan and to assess staffing level, implementation of technology based solutions, rent and other general and 

administrative costs. 

Management do. not assess the growth prnspect and profitability of our legacy asset portfolio and certain securilization lusts that wale consolidated upon 

adoption of the new accounting guidance, except to Urn extent to assess cash flows from the swots in the legacy asset portfolio are sufficient to service ils 

debt obligations. 

to 

Tailr_011Csaierris. 

We also uso Adjusted EBITDA (with additional ailjaStrnerns)10 measure our complierm wnh coyeeants such es leverage coverage ratios for our uneecured 

senior notes. 

Adjusted EDITDA has limitations anon analytical tool, and should not be renwidered 41 iSOlalion, or as a Substitute for analysis of our results as reported tinder 

gengragy accepted ...ling p r i n ciples in the united Slates DDAAD"). Some of those final alione ate: 

A Adjusted EBIT DA floes not renect our cash expenditures. or future requitement, for capital expenditures or contracrual commitments; 

• Adjusted EBITDA does .1 reflect changes ire or cash reguimineras far. OW working capital needs 

• Adjusted 0011010 do. H01 tallest the cash fequifernerds nase.ary 10 aerme principal payments related. the finansEg of the business; 

• Adju Sled EDITDA does not roiled the irdo est experme, or the cash requirements necessary to service interest or principal payments. on our 

nnipsrutc debt: 

• although deprecinfinn and mendiratinn and changes in fair v 5i110 udttiriitoage servicing rights we no arca sh chafg., the awets being depreciated and 

amortized will often have In be replaced in the futon:, and Adiugod EBITDA do on not reflect any cash requirements tai such re plosornonts, and 

A oho companies in our intru say may calculate Adjusted EOITDA differently than we do, limiting then usefulness us conwerotive nmeeures. 

Because of Mese and other 111111i1Ii011.S. Adjusted EelTDA should nut be suriSslered as Mearares of discretionary cash available toes In incest in he growth of 

our business. Adjusted F.BITDA is presented In provide additional information about our operations. Adjusted EfilITOA is a non , OMP measure and should be 

considered in addition to, but sal eu a substitute for or sootier.. op 0i aling airtime, net income, operating cash flow and other measures of financial 

perforinance prepared in accordance with GAAP We condensate for these limitations by relying prima lily on our GAAP fossils arid using Adjusted EfilfTDA 

nnly sodpInmenially 
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Year 00dad DeeemIcr 31.  

1003 	 2009 	 2210  

(19 0023.3221 

A. 

. 	 . 	. 
Idol ineuene.  

Thra• 1.130191 034.4 
March 31.  

2010 	 2211 

27359 .  

gerelya) loos from logs sy Ponfehe and Oltiot 

kv.t for: 

_Peptecjalien and ainoniy.sationc 

Csul Costs151 

590 onion C110.1002 on interest rote moving 

Adjusted EBITDA 

075 

:24;,S;',' 

t0.088:7'...: 

91301 
'  

599 
355 

23,141 45544 	1r 65.305 11.159 27.953 

(a) Relates le restructuring program Initiated /1 2001. which included closing several offices and the I erminalion of a portion of our workforce. Restruduring 

chef ges for the years ended December 31,2009 and 2009, are pdmarily due to reserves on Mare lease payments. 

(b) Relates In an interest tete swap agreement which was treated as an economic hedge under ASC 810 since inception to September 10, 2010. 
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111818 FACTORS 

You crroukf coroll4 confider the riSkS *suited &low, together with all the other information achmied Si this firospectua before deciding to participate 

in the oNchongo oder and to irryom in rho Now Noteo See akm'Coutionory Stommord fer ‘onaling Focoard.Looking Sicionronlo-  in this prospectus. 

Risks Related to Our Business rand Industry 

Close fortudosure proreedingS in celebrant00 have been delayed due to InalleS hy certain slide Attorneys General, court administrators, and 

0000 an/ federal govannientol ogencks, the outcome of cellar could have u negative effect on our operations organ:ay. 

Carlo us state Altuineys General. court administrators and governmental agencies. as welt as representatbes of the federal goveinment, have issued 

letters of inquiry to mortgage servicing companies. including Sc. requesting written racoonsoc to questions regarding policies and procedures. especially with 

respect to notarization and affidavit procedures These requests or sny subsequent administrative, judicisl or legislative actions token by these legulolois court 

8000MM mot 2 or other governmental entities may subject us to fines and other VanCli01.5. including ebsuncionuue moratorium or suspension. Addilionally. because 

we do business in all fifty states, we may he affected by regulatory actions or court decisions that are taken on Ihe individual state kiiveli 

In addition to these inquiries. several nate Attorneys General have requested that certain rnettgage servicers. including us, suspend foreclosure 

proceedings pending edemal teview to ensure compliance will, appficoble law, and we have received requests from four suet, dote Altorneye General Purcuord le 

these requests and in light of industny-sinde Sloss coverago regarding mortgage foroclo.re documentation practices, We, as a precaution. previously delayed 

foreclosure piocoodings in 23 slates,. lost we may evaluate our foreclosure practices and underlying documentation Upon completion of out bite trial reyiew arid 

responding to such inquiries, we resumed these previously delayed proceedings. Cush inquiries. however, as well as continued court backlog and emerging court 

processes may cause an extended delay in the foreclosure process in certain State, 
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Poor in states where we have not suspended foreclosure proceedings m syliere coo have lhnd or will soon rill any such delayed foreclosures, we have 
faced, and may continue to face, increased delays and costs in the foreclosure process. For example, we have incurred, and may conlinue to incur. ad dttional 

costs related to the re ,  execelion and rending of cede in documents. We may also be regime/ to letro oilier action in our cape dly as a serviCer in connection with 
pending foreclosures. In addition, the wirers legislative and regulatory climate could load borrowers to contest foreclosures who would not have car& sted eonlr 
foreclosures under ordinary cIrcurosia noes. and we may incur increased litigation costs lilac validiry of a foreclosure action is challenged by a borrower. Delays in 
foreclosure proceedings could also require Oslo matte additional servicing advances and draw on our servicing sift/dice Dailies, or delay the recovery of 
advances, which could ma teriarly affect ma priming, rind /giddil y  and increase our need for capital. 

The Dodd.reank Act coati increase we regulatory complk nee bruden and associated carts, rend our !mum caplet raising strategies, and 
preco restrktions oat contain origination nod servking operations. 

OA July 21 2010. President Oben. doned 1110 Dodd-Frank Well Sheet Reform and Consumer Proteclion All 512010 (the DoddiF ran/ Act) into law. The 

Dodd. Fronk Act repreeenis a comprehensive overhaul of rho financial services in dour). in the United States, The Dodd. Frank Act includes, among other Dings: 
(Dille creation of a Financial Stability Oversight Count lo ideniVy en,erging systemic risks posed by financial firms, adivaies and practi.s. ends improve 
cooperation belween federal agencies, (2) the creation 04 a Bureau of Consumer Financial Prolection authorised Is promulgale and enforce consumer protection 
regulations relating to financial products, mitre establishreerd of strengthened capital and prudential standards for banks ond bank holding companies; 
(4) enhanced regulalinn of financial markers. induding clorivatives and 5¢0arili1 mina markets; (3)  arnendrnems to dm Trulls h, Lending Act aimed al improving 

consumer protections ion respect to mortgage originations., 

Inksts_eicelov  n no  

including originator compensalion, minimum repayment slandards, and prepayment vonsiderations. The eXaCt scope 01 00/ applthebildy of many of these 
requirements to us are anciently unknown. as the regrslarions to implement the Do//Flank Ad generally have not yet been lino/sod. These provisions of Dodd. 
Flank could »crease our regulatory compliance burden and associated costs and place restrictions on certain origination and servidng operations, all of which 
could in turn adversely stress our business, financial condition or resulls of npooliena 

The enforcement consent orders by wrtain federal agencies against the tamest service's related to foreclosure practkes could impose 
additional compliance costs on ow servicing bllekleSe. 

Oil April 13, all 1 .0110 four federal agencies overseeing certain aspects 01 1110 rnottgage market: the Federal Reserve. the Office of the Coropholler of the 
Currency COCO), the Office of Thrift Supervision TOTS). and the Fedm AI Deposit Insurance. Corporation (iF DIC ). entered into enforcement consent orders will, 
14 of the largest mortgage se wicers ill Ore United States rngerd,ny foreclosure practices. The enforcemenl actions require he servicers, among other things: (1) to 
promplly coned deficiencies in reside etre' mortgage Dan servicing and foreclosure practices pto make sign /cant modifications In practices for residential 

mortgage loan war icing and foreclosure processing, including coromunicalions with borrowers and linerations on doebtracking, which poems when so raisers 
continue to pursue foreclosure during the loan modification process. (3)lo enatue that foreclosures are not pursued once a mortgage has been approved for 
modification and to establish a single p oi»t of mead for borrowers throughout she loan modification end foreclosure processes; and (4) le establish robust 
oversight and controls perlaining ro their third. party vendors, including outside legal counsel, ring provide default management or foreclosure services. Wbdo Obese 
onforcemeM consent ordets are considered as not preemptive to the slate actions. It remains lo be seen from state scrims and proton/rags will be equaled by De 
federal consents. 

Although we roe not a party to he above enforcement consent orders, 'so might become millennia the Dons of the consent orders if (1) we sacs rvice 
loans for Ihe servicers that are parties to the enforcement wnsent orders, (2) the agencies begin to enforce the consent orders by looking downstream to our 
arrangement rolls certain mortgage seeded s; (3) our investors request that we comply hith certain aspects of the consent orders, or (4) we otherwise find it prudent 
to comply with certain Aspects of rho consent orders. ln addition, the praclices set forth in such enforcement consent orders may be adopted by the industry as a 
Mote, forcing us to cornply with thorn in order to follow slandard industry practices or required by our servicing agreements. While we have not inade changes to 
om °Per alrn0 Policies end Procedures. Potential dim gee In ont seid4ing Practices would increase compliance COSts Ion our servicing business, which could 
materially end adversely Wed on financier condition or results of operatione. 

continued deterioration of the residentbl mortgage market may adversely affect our business, financial condidon or woks of operations 

Since noldt'2007, adverse economic conditions, including high unemployment, have impacted the residential mortgage market, resulting in unprecedented 
delinquency, default and foreclosure rates, leading to increased loss severaies on all types cl residential modgage loans due io sharp declines in residential real 
estate values. Falling horne prices have retorted re higher loan-lot va rue ratios and combined loonboivalue ratios, which )(old lower recoveries in foreclosure. and 
result in an Increase in loss ...hires above those that would have been 1031110/ had progeny values remained the same or continued to Increase. As 
loanitoivalue ratios increase, borrowers are left with equity in their homes that Is not sufficient lopermit them to refinonCe 	theistrng loans. This may also give 
borrowers an inperrox e to defeull on their mortgage roan even if they have the ability to make principal end interesi payments, Walsh we refer toes droSegic 

defaults 

Adverne economic conditions may also impact our Originations Segment. Declining home priCeS and increasing loarb Diverse Wes may preclude many 
potential borrowers, instudim borrowers whose ex/ding loans we service, from refinancing their ordering loans. An increase in prevailing intorest rates 

."CulrIc..enCtlosticulA 

cordd decrees° our origination volume through our Consumer Died Retail originations channel, our largest originations channel by volume Donn December 31 .2036 
to March 31 , 201 1. because this channel focuses predominonlly on refinandng existing ',engage loons. 

A conlinued deletiongion or a delay in any recovery in the re ddential mortgage market may reduce An manlier of mortgages we service or new 
mortgages that we originate, reduce the profilability of mortgages currently serviced by user adversely affect OW abOity 105011 modgage loans originated by so an 
increase delinquency rates. Any of the foregoing could adversely affect our boo/coos, financial conddon or results el operations. 

We may earperionee serious financial difficulties as some servkors and originators lave experienced 

Since late 2003, 0 number of see/cools end originators of roeidential mortgage loans hove experienced GetiOUS financial difficulties and, in some cases, 
have gone out of business. These difficulties have resulled, hopes, from declining markets for their morlgage loons as well abloom claims for repurchases of 
mortgage Mane previously 00111 under provisinns that Inquire repurchase in the event of eady payment defaults or for breaches of representations and warrantieS 
regarding loan quality and codain other loan character-la:ice. Higher delinquencies end defaults may contribole to thaw difficulties by reducing the value of mortgage 
loan porffolias end requiring originators to sell their porflokos at greater discounts lapel. In addition, the cosi of servicing an inaeasingly delinquent rnorlgage loan 
porgolio ropy be rising withoul 5 co upaponding Damage in 0000icin1) compensation. The Valtle of many residual interests mona/no/hg sellers 01 00000000 10000 in 
die securilitalion market has also been declining. Overall originalron volumes me dove, significantly in the current economic environment. According to Inside 
Mertgage Finance. lolal 1.1.S residential mortgage origination votuale decreased from sau tollion in 2006 to S1.6 tido» in 2010. Any of the foregoing could 

adversely effect our businces, financial condition or results of operations. 

Borrowers with adrestabk rate mortgage loans are especially exposed to Increases In mond* payments and they nuy not be able to 
refinance, which could cause delinquency, dart& and foreclosure and therefore adenrseht effect our business. 

As of March 31 , 201 1, adjuslable rate mortgage loans by count erode up approximalely 13% of our servicing portfolio. Borrowers with adjustable rate 
mortgage loans are being exposed to indeased monthly payments when the related mortgage loan's i01e0es1 rate adjusts upward from an initial fixed rale or a low 
introductory rale, as opplicable,lo the rote computed in accordance whir the applicable index and margin. Borrowers with adjuslable rate nun/gage loans seeking 

lo refinance their diodgage loans to avoid increased monthly payments as or ef an upwards adjustment of the mortgage loan's interest role may nu longer be 
able In find available replacement Dans Al comparably low Irfeoeut mtes This increase in borrowers' monthly payments, together wets any increaro in prevailing 
nmrket interest mares, may rood1 in sigoificantly inereased monthly payments for borrowers will, adjustable rate rnortgege forme, wilich may cause delinquency, 
def WI and foreclosure. 

We principally service higher risk loans. which exposes' trs to a normber of different rdhs. 

A significant percentage 01 the mortgage loans We 58171Ce one higher risk Irons, meaning Mal the Dans are 10 less creditworrhy bra lOwela Or Inc 
properties the value of which has decrease& These loans are came expenswe to SlaviCe because they require more frequent interactions will, customers and 
greater monnoring and oversight. As a result, these loans tend 10 01000 higher delinquency and default rates, which con have a dgnificont impact on our revenues, 

expenses and the va baton of our mortgage servicing rights. It may also be more &hall Ion on to recover advances we are required In make whir respect to higher 
dale loans le tOnnatliot, wan the ongoing mortgage market reform and regulatory developments, swims of higher rub loons may be subject to boo/teased scrutiny 
by state and lederat regulators or may experience higher compliance come, which could 10.11 in higher servicing costs. We may not be able to paps along to our 

seri idng clients any incremental who we 

inakDAEL1ositePS 

incur. Al of the foregoing Inborn could therefore adversely affect our business, financial condilion or results of operations. 

A significant change in delinquencies foe the leans tee service could odversehr affect our financial results. 

Delinquency rates have a significant impact ad 001 revealles, our expenses and on rhe valuation of our altillgage SEIViCillg rights as follows: 

Revenue An increase in delinquencies will row/it in lower revenue for loans 0000 00 service for GSEs because ,  we only collect servicing Des from 

governmentisponsored enterprises for performing tear.. Additionally, while iris, eased delinquencies generate higher ancillary fees, including late fees, 
these fees 'arc  not Ithely to be recoverable Or the evenl Mat ttie cooled loan is liquidated. In adddion, an increase in delinquencies lowers the Into resl 

conie we m carve en cosh held re colDcrion and Mbar accvonl, 
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• 	&mimes An littleaso in delinquencies WM iosuli in a higher con of service doe Is the increased time an dello:1 I eq uired to collect payments from 
delinquent borrowers. It may also awn M an increase th inbred t expense as a result 01 00 increase in out advancing obligations. 

• litividiljt. fin increase in delinquencies also mold negolively impbei our liquidity because of an mfr.re rrr boi rowing under oar advance Monne, 

• Valmobn of mortgage condoing nghts We base the price we pay for mortgage servicing !Olsen, among other things, our projections of the cash flows 
had the related pool ef mortgage loans. Our expodetion of delinquencies is e significant assumption und.lying those cash now projestions. If 
delinquencies were eigniticangy greater limn expected, the estimated fair value of our moligage servicing rights could be diminished When Ole estimated 
feir value of inor/gage servicing rights is reduced, are would suffer a toss, which has a ne genes impact en our financial results. 

A timber ....mare in delinquency rates could iherefore 000nroety affect our business, financial condition or results of elucidations. 

Decreasing property values have courted on increase in lampto•ealue ratios. resulting in borrowers having little at negative minty in their 
property, which nmy reduce new loan otigniations and provide incentive to borrowers to strategically default on Mel, loans. 

Accordion to C orate gic, from De seethe! 2005 to Decombei 2010, rho number of borrower s who owe more on a related mortgage loan than the properly is 

weal. Or have ilegalim erpuly 5 their Monody, has increased born 7% 10 23%. We believe that botrowom wills negative (  equity in their progenies are more likely to 
strategically default on mottgage loans and that a aloe ificanl lOCrObSir 111 strategic defaults could niamriaty effect our business. Also ,with the exception of Mans 
modified under the MHA, OrO are unable to refinance loans rah high loanite-value ratios. Increased loareleivalue ratios could reduce our ability to originate loans 
for borrowers with low or negative equity and could atheisely affect our business, (Man cial condition or results of operationS 

The htelitsby in which we operate is highly conmetilke. 

We operate in a highly conmelfirve induPly that could become even mote coingelitive trvi a tend( Of eronunak. i,giulnlur. tegdelorY and  leCheelOgiCal 
chonges. In the eetvicing indusity, we face compctilion in areas such as fees and performance in t educing delinquencies and cattail:1g .1000ssful modifications. 
Compelition M service mollgege hens comes primarily from large commercial banks and savings institutions. These financial institutions generally have significantly 
greater resources and access to capital than we do, which poet !hem Me benefit of a Imam cost of funds Additionally. out setvicing competitors may decide lo 
modify their servicing 'nodeb to compete more directly viith our 
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servicing model, or our setvicing model may generate lower margins as* remit of competition of as email economic conditions improve. 

[lithe modgage loan oliginalions Mushy, we Ise* competition in such areas as mortgage leap offerings, later, fees end costume .,vice. Competiiion to 
anginal° mailgage loans comes piimenly from large commercial banks and savings institutions. These financial institutions generally have sienifcardly water 
resources and access Cr capital Man we do. which gives thorn the benefit of a lower cost of funds. 

In addifion, tecimological advances and heightened ex-commerce octivitios have incr0000il consume re i  occessibifity to products and cervices generally. 
Thls has intensified cainpolnion among banking as well as norm-ban/trig companies On offedng mortgage loans and loan servicing. We may be unable to compete 
successfully in our induniMs and this could adversely affect our business, ft, oncial condition and result., of °emotions. 

We might not he able to maintain or grow oar business it we can not Mentibr and aconite inortgage smeking rights or enter into othiblonal 
subseiviting agreements on bearable renter, 

Frorn December 31, 2007 to Meich 31, 2011 , we have g town the egg/ egale mop eid principal bolance oldie leans we cowiee frorn 312.7 billion M 
357.0 billion, unwieldy through *squiring mortgage servicing tights and enleting kilo subservicIng agteernents. Our servicing ponfolio is subjed to "run off," meaning 
that modgage loans serviced by us may be repaid at maturity, prepaid prier to monody, refinanced with a mortgage not overload by Ian or liquidated through 
foreclosure, deedina lieu of foieclosure or aim liquidation process or repaid through standard arnoltimtion of principal. As ererahi, oui ability lo mainiain the siee 
of our Servicing pOrlfelio depends on our Ailey to oliginale Addilional mileages and lo acquire the field le service additional pools of residential moitgagos. We 
may not be able to acquire servicing rights or enter into additional subservicing agreement on rooms favorable to on or of all. In determining the purchase price fan 
servicing rights, management makes certain assumptions, many of which me beyond our sonitol, including, among other things 

• the rateS Of prepayinent and repayment wilhin the undoilying pools of Mortgage loans; 

• Neje ded rates Of delinquendeS, delaulls and liquidations: 

• ftithro intOreel rates; 

• our 000 10 aoraice the loans; 

• ancillaiy fee income; and 

• amounts of Mime smiting advances 

We may not be able to realize our signilkent investments in personnel and our technology platform if we cannot Identihr and acmilre mottgage 
servicbm rights crooner Into eeklitional snitsetvickg agreements on favorable terms. 

We have made, and expett to cordinue to reeke, significant investments in petsorinel and our technology platten, to allow us to service gddilional loans. 
In particular, prim lo acquitIng a large portfolio of moitgage servicing tights or minting into a large subservicing C011unt, we invest significant resources in 
rectuiling, gaining. technology and systems. We may net maize the expected benefits of these irwestments W the Went we are unable to increase the pool of 
residential moirgngru serviced, em we do not appropriately value the mortgage servicing tights that we do mochas°. Any of rho foregoing could odreercoly offoct our 
business, financial condition and moues of operations. 

We may not realize a the anticipated benefits of potential Memo nognishions. 

Our abilny to malice the anticipated benefits of potential future acquisitions of serviette puilfelios, omigloofierns platforms maw companies will depend, in 
part, on ON ohm/rite scale-up lo appioPrietelY 
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service any such assets. end/or integrate the businesses of mach acquired companies with our business The process of smiting assets and/or companies may 
disrupt our business, and may not result in the full benefits expected. The risks assecieted with acquisitions include, among °thine 

• coordinating market functions; 

• unanticipated issuos in integrating information, communications and other oyetomo; 

• unanticipated incompatibility of pun:nosing, logistics, ma/kering and adminishation methods; 

• retaining key employees; and 

• the divenion of management's attention horn ongoing busirmss concerns. 

Mereover. the success of any acquisition will depend upon our ability to effectively integrate the acquired mrvicing portfolios. orighielion plalfoims or 
businesses. The ermined servicing portfolios, ofiginations pNifOrIllS Of businesses may not cent:Mute to OM revenues or earnings to any material extent, and COSI 
savings end synergies we expect at the time at en acquisition may not be reolind once the acquisition has been compleled. If we inapptopiieldy value the assets 
we acquire or the value of the assels we acquire declines aftm we acquire them, Ihe lassoing charges may negatively affect the carrying value 00 00 assets on 
our balance sheet and OM eernings. Furthermore, if we incur Additional indebtedness In finance an acquisition, the acquired businese may not be able to generale 
wfficionl cash flow to service that additional indebtedness. Unsuitable ot unsuccessful acquisilions could adversely affect our business, financial condilion and 
restille of eperalienS. 

We may be unable to obtain SUIlictent capital to meet the financing requirmnents 0( 000 business. 

Our financing strategy includes he use of signifi.n1 leverage. Accordingly. our ability to finance our operations and repay maturing obligations rests in 
largo part on OW ability in borrow: money. Wo 8/B g ennrvhly required In MO. OW financing anangoinents each me r, which PYpOteg US to refinencing and interest 
rate rishs. In additaan, 4 large penmen of out out:landing debt, including ern MRS Advance Financing Facility. OUI ABS Advance Financing Facility, out MSC? Notes, 
out 1300 Million Warehouse Facilfiy, out 1100 Million Warehouse Facility, our 575 Million Warehouse Facility, our 150 Minion Warehouse Facility and our OSE 
ASAP+ Short-Term Financing Facing, matures prior to 2013. See "Management's Oi.ussion end Analysis of Financial Condition and Porsfis of Operation s-
Sunninaty of Other Indebtedness.' Our ability to refinance existing debt and borrow a ddhional funds is affected by a variety of factors, including: 

limilalions imposed en or under the notes and ether financing agremcients that contain restristrve covenants and botroveing orMitions that may limit our 
abilay to raise additional debt; 

• the riesling in liquidity in Me credit markets; 

• prevailing interesi rates; 

• the strength of nirc lenders horn whore vm barrow; 

• borrowing on adv ance facilities io limited by tho amount of eligible collateral pledged and may be less than the bonowing capacity of the fesifiiy; and 

• accounting changes Mel may impact catculstions of covenants in our debt agreements. 

Ingle ordinal y course of set business, wo petiodirally hollow money or sell newly- originated loans to fund ma servicing and origination operations. See 
"Management's Discussion and Analysis ef Financial Condition and Results of Operations—Liquidity and Capital Resources." Our ability to fond eurient operations 
and moat OW SOrviee advance obligati°nc depend, urn 0n, abilily to secure 11106e iwes of fin.eings on acceptable !mins co/ba ranee ,  or replace existing 
financings Os they minx. Such financings may not he available with ho GSEs or -  °Pm commie m lie s 0mm 4CCEplable ietins or of alt 
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We may be owinherl to indemnify or repurchase /MIS Wif orighurted, 00 0/11 orlygmte, if our loans fart to meet certain critorle or characteristics 
or under other circumstances. 

The hormones governing our securnized pools of loans arid our cootracts wall pureness. of our syhole loan: smitten provisions that require 00 /0 
indemnify Of mpurchase the rolared loans under ordain circumstances While our contracts vary, they contain provisions that require us to repurchase loans 

• mu representations end warranties concerning loan quaky and leen circumstances me inaccurate, includino representations concerning the licensing of a 
mortgage broker; 

• we fail to secure adequate mortgage insurer,or within o certain period after Wising; 

• a mortgage Msurante provider denies coverage. and 

• we fail to comply, al Pre individual loan 10001 01 otherwise. with regulatory requirements in the current dynamic regulatory environment. 

We believe ihal, as a resell 01 100 current marel eeoii0000nl, loony purchasers of residential mortgasie Inans are particularly aware of the conditions 
under which originato re must indemnify or 

repurchase loons nod would benefit front enforceng any !wrestleuo remedies that they may have We believe that our exposure to repurchases under oto 
representations and warranties includes the current WV/aid balance 010/I thane 0101 000 haye sold In the period of three months ended March 31,201 1 and three 
yeses ended December 3 20E3, 200g, and 2010, we have gold loans lotting 10 0010001 0/ 34 g billion. To recognize the potenlial loan repurchase or 
indemnification losses, we have recorded a reserve amounting to 030 	cool  Match 31, 2010. Such reserve, however. troy nor be edequate to cover actual 
losses. See "MDF,A—Compa risen of Consolidated Valance Sheet Items—March 31. 2011 to December 31, 2010' Liabilities and Members' Equity" If we are 
required to indemnify DI rept/ICI.00 loans that wo onginate and sell 01 securitize that molt in losses that exceed our reserve, this could adversely affect our 
business, financier condition or results of operations. 

We may incur litigation tosff and related fosses if the validity of a foreclosure action is challenged by a borrower or fro court overturns o 
foreclosure. 

We may Moor costs d we Rre required to, m if we eleCt to, execute 00 10.0110 documents or take other adios in our capacity (so 0010/001 /0 connection ' 
will pending or completed forodosureo We may incur litigation costs if the validity of a foreclosure :don is challenged by a bonower If a court were to ov adorn a 
foreclosure because of errors or deficiencies in the foreclosure prose., we may have liability to a title Kamer of tiro properly sold ill fa re du me These costs and 
liabilities may not be legally or otherwise reimbursable to us, particularly lo the extent they 001010 00 socurilized n•ortgage loans to addition, if cedain documents 
required for o foreclosure notion ore missing or defeeineove could be obligated to cute the defect or repurchase the loan. A eignificant increoso in litigation costs 
could adversely affect out liquidity, and our inability to be rehnbursed for an advance could adversely affect our business, financial condition or results of operations. 

We am required to follow the gnidelines of the GSEs edlir which we do business, and we are not able to negotiate our fees with theoe enteles 
for the ptirchase of Mir bans. Our competitors may be able to seff their bans to these entities on More favorable twins. 

Even Iliongh we currently originate conventional agency arid government conform.° loans. because we previously originated non-prime mortgage Icons. 
we believe that we are required to pay higher, fee to access One secondary rnodtet for oellino out !smote goverronent•sponso red enterprises. We beliwe that 
because many 01 001 competitors have always originated conventional loans, they are able 10 sell newly originated loans on more favorable terms than us. As a 
real, gime competitors are able to earn higher rnargins than we earn on originated loans, which could materially impact our business. 

1110U/ Irensecrions with the GSEs, we are required to fotlow specifth guidelines All impact the way we service and originate mortgage loans including: 

• OW staffing levels and other servicing practices; 

• the servicog and anci l lary fees that we may charge; 

• our modification standards and procedures; and 

• the amount of advances reirnbursabk•. 

Wo cannot negotiate these terms with the GSEs and they are subject to thapeo al any time. A signiecam change in those guidelines that has the 0/1001 01 
decreasing our fees en requires. to expend additional resources in providing mortgage services could decrease our revenues or increase our costs, which could 
adversely affect our toothless, financial condition or resuls of operations. 

We are required to make servicing advances that can be surrfact to delays in recovery or may net be recoverable In certain circumstances. 

During any period in which n borrowne io not molting paymenlo, we aro regoirdl under roost of our servicing agreements to advance our own funds to 
meol contractual principal and interest 

Tat 12 titCnnumn,  

remittance requiierneres for investors, pay property loans and insurance premiums, legol expenses and other protean. advances. We also advance 10000 10 
maintain, repair and market real estate properties on behalf of investors. As honth vetoes change, we may lime to reconsider certain of the ...motions underlying 
our decisions to mato advances and, in certain striations. our contractual obligations may require us to make certain advances for which we may not be 
reimbursed, In addition, in the event a mortgage loan serviced by us defaults or becomes delinquent, the repayment Icon 00 10,0 advance nosy be delayed mail Ike 
mortgage loan is repaid or refinanced or a liquidation occurs. A delay in Ora ability to collect an advance may adversely affect out liquidity, and our inability to be 
reimbursed for an advance could adversely affect out business, financier condtion Of 10.1110 of operations. 

Changes to government mortgage modifiwrion programs 'nay adversely affect lertme incremental 'townies. 

11ndor HAMP and similar government programs, a participating senicer may be entitled to receive financial incentives in connection with any modification 
plans it enters into with eligible borrowers and subsequent 'pay for success' fees loots eatenl that a borrower remains 000ren1 in 00/ agreed upon lean 
modification While we participate in and dedicate numerous resources to HAMP, we may not continue to participate in or realiZelltithe reVentreS kern HA/OP Or 
any other government mortooge modification program. Changes in legislation regarding ROMP thot 0000/1 /0 the modification of outstanding mongago loans, and 
changes in the requirements necessary to qualify fin referent:Mg mortgage 10RfIS rnay hoped the eatenl le which we participate in and receive firthecial benefits 
Porn such programs, or nth/ increase bile expense of participating in such programa Changes in governmental loan modification programs could also recall in an 
increase to our costs. 

Under the /MA, a panicipating servicer may receive a financial incentive to ItAly quafifying loans, in accordance with the plan's guidelines end 
requirements The MHA also ollows us to refinance loans with e high loan - to- vsfue ratio of up to 125%. This allows /0 10 refinance loans to Oxitiing bo nowaS who 
have little or negative equity in their homes. Chongos in legislation or regulations regarding the MHA could redo00 eurvolunth of mfinancing originafione to 
borrowers with little 00 /00/0000 equity in their homes Changes to HAMP, the blalA and other simiar programs could adversely affect our business, financial 
modifier, 00 1001111/ of operations 

We one highly dependent upon programs administered by GSEs such os Fannie Mee and Freddie MU 00 generate revenues through mortgage 
lrten cobs to institutional invostors. Any changes in ofeisting U.S. govarnmenbsponsared mortgage programs could materially end OffIK0564/ 

affect our business, Mamie! posAkm, results of operations or COSII lbws. 

Our Mirky to generate revenues through modgage loan 03/00 10 Institutional investors depends to a significant degreo on programs administered by Pie 
GSEs. such as Fannie Mao and Freddie Mac. a government agency, Ginnie Mae, and others Nal facilitate PIP issuance of mottgage.backod SOCUtillnn in the 
secondary market_ These GSEs playa critical role in the residential mortgage industry. and We have significant business relarionskips with mony of therm Almost all 
of the ronfornting loans that Inc odginate qualify under existing standards for inclusion in guaranteed morthage securities hacked by 0010 VVe elm derive other 
material financial benefits from these relationships, including the a seurothion of credit risk by these USES on loans included in such mortgage securities in 
exchange for our payment of promote° lees and the ability to avoid certain loan inventory finance costs through streamlined loan funding and solo procedures. 

Any dIscenlinuation of, or significant reduction in, the operation of these government -  epansored enterprises irony significant adverse change in the level 
of activity in Me secondary mortgage market or the underwriing criterin of these GSEs multi adversely affect 0111 business, financial condition or results of 
operations. 

The conservatorship of Fannie Mae end Freddie Mac and related efforts, along with any changes in laws oral regulations affecting tho 
retationship between Fannie Mae and FreddleMac and the U.S. federal government, may adversely affect our business and prospects. 

Due to increase 0 market concerns about the ability 01 Fannie Mae and Freddie Mac to withstand future 000/1 110001 associated with securities held In 
their investment portfolios, and on which they provide guarani ee s. 10111001 the di ■ ect s0pp0t1 of Me US federal /oaei went. on July 3 0, 2003, the govmmonl 
passed the 000 001/ ond Economic Recovery Act 01 2000. Oil September 7, 2008, the Federal Housing Finance Agency (the "Flit'A), placed Fannie Mae and 
Freddie Mac into conservatorship and. together avith the US. Treasury, ethablisfrod a program dethgned to boost irweslor confidence in their q Wive debt and 
mortgage-60010d securities. As the conservator of Fannie Mae and Freddie Moo, the Fl/IA controls and directs the operations of Fannie Mao and Freddie Mac 
and may (i) take over the assets 01 00/ operate Fannie Mae and Freddie Mac with all the powers of the sharelooklere, Pro directors arid the officers of Fannie Mau 
arid Freddie Mac arid conduct all business of Fannie Mae and Freddie Mac; (in collect all obligations and money due to Fannie Mae and Freddie Mac; (iii) perform 
all functions of Foonie Mae and Freddie Mac which are consistent uith the conservator's appointment: (ii) preserve and coroerve the aasets and property of 
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Fannie Mee and Freddie Mae; and hi) connect for assictence in fulfilling any function, ectvity, ashen or duty of the conservator 

In addition le the FliFA becoming the conserve. of Fannie Mae and Freddie Mac, the U.S. Treasury and the FHFA he entered into preferred elect 
purchase agreements between the U.& Treasury and Fannie Mae and Fieddie Mac pursuant to which the U.S. Treasury will ensure that each of Fannie Mae and 
Freddie Mee maintains a positive eel W01111. 

Although the U.S. Treasury has committed capital to Fannie Mae and Fred& Mae, theao actions may net be adequate for their needs. If these actions 
ate inadequate, Fannie IP, and Freddie Mae could continue to suffer losses and could fell to honaf Heir guarantees and other obligations. The future roles Cl 
Fannie Mee and Freddie Mee could be sigeilicardly reduced and the nature of their guarantees could be considerably ended relative to historical measurements. 
Any clone ee to the notate of the paraniees provided by F Annie Moe and f trail° Mae could redefine what conetiluto agency and government ...meg 
mortgage- beCied SOCUIllien and tinted hae e broad adveim market implications. Suck market implicatione MOH a cly ermly affect our business, financial condition or 
omen.  oh nine/ aliens. 

The geographic concentraika of our senrking portfolio may sesta( in o higher rate of delinowencies and may affect ow I inancial condition. 

ine of March 31, 2011. apprenntalely 18%, 15% and 514 of the aggregate outstanding lean balance in oar auricle° portloio is Peeled by propolies 
located in Califoinia , Florida and Tee., tesgeetively. Some of these sleles heee experienced severe declines in propady voter. and are eepEliencirey a 
disproportionately high rale of delinquencies and foteclosures relative to other slates. To the orient that theee states continue to eeperience weaker economic 
conditions en greater rates et decline in real estate values than ihe United Slates penetally, a concentration of the loans we sereice in those opines may he 
expected to incroaee the effect of the risks listed in thiseRisk Factors section. The impact of property value declinee may increase in magnitude end it no y 
continue let V long period of lime Adddionally, if states in which we have emote, concentrations of business were to change thee licensing or other renulatory 
requiornents to make cur busine se cent prohibitive. this could lequiro cole stop doio businets he those states or increase Me cost of doing businaes in Mo. 
081,5 arid could adversely affect OUC business, financial comfolon or re SOS of operations 

25 

Sab.k.e.fiels.Meare. 

We use (Mancht models end estimates in detennInfitg the fele value ol certain assets, such as mortgage seivicing rights and Investments in 
dab, secluities. It oar estimates or assumptions prove to be incorrect. we may he required to record impairment charges, which could 
adversely affect our, earnings. 

We use infernal Moneta nrodds thet utiliee, wherever possible, market participent data to who collein of our insets, including OM mortgage suvicing 
lights, newly oliginated loans held fur sale and investments in debt Poetess for imposes of fieencial repotting. These models are complex and use asset-specific 
cellateial dela and market inputs for Marie el and discount rates In addition, the !nodding requilements of mortgage servicing riehts are complex because of the 
high nuinber of vat fables that Mire cash lbws associated with mortgage servicing rights. Oren if the general accuracy of our valuation models is v Waled. 
valualiens ere highly dependent upon the reasonableness of our assumptions and the predistabeity of the relationships lhat drive the resells of the models. IC lean 
loss levels am higher than anticipated, due to an increase in delinquencies or propsyrant speeds, or finantial market illiquidity continues beyond our estimate, the 
value of eertain 01 ow assets rosy decrease. We may be requited to 'scold ant/aimed charges, which could impact out abnity to seedy minimum net wollb 
covenants of $175.0 million end born:ming conditions in our debt agreornenis and adversely affed our buSiness, financial condition or leadle of operations. Errors 
in our fnanciel modem or changes in assumptions could advereoly affect our business, financial condeion or results of tramlines. 

Otir earnings may decrease because of changes in prevailing Interest rates. 

Out profilabilily is directly affected by changes in prevailing interest rates. The following mo the material iiste we face related to changes: in prevailing 
interest rates 

an hislease in prevailing inteiest rates could generate an increase in delinquency, default and foreclosure rates resulting in an invease Xi both Opereeng 
expenses and interest expense and could cause a reduction in the oahee el our assets; 

a substantial and sustained innease in pievailing interest fates could adversely agent our loan origination volume bee.. refinancing air exietine teen 
would be less attfactire fel homeowners and qualifying tuna loan may be mew Moult lel consumers, 

• an increase in prevailing interest rates would increase the cost of servicing lie outSandine debt, including ow chilly to finance servicing ad rouses and 
loan originations: 

• a decrease in prevailing interest otos may require as to record a decrease in the value of our morNape eewicing fighle: and 

• 5 change in prevailino interest fates weld inspect our :melees frorn our custodial deposit accounts. 

Any welt change in raveling interest rates could adversely affect OM business. financial condition or resells of eget:mons. 

Our hedging strategies may nOt be successful In mitigating our Hs las associated with interest 

From time lo time, we have used u siiousd hetive finencial instruments to provide a level of protection ageing( filmiest rate inky, bat no hedging 
strategy can mated as completely. The detiratire aneroid instruments (hal we select may not have the effect of redecino cur interest rote risk. In addition, the 
nature and liming of hedging transactions may influence the effectiveness of the. strategies Poorly designed sliategies, improperly executed and documented 
uansadions or inaccurate assumptions could actually increase our lobs and losses. In addilion, hedging strategies invoke transaction and otter costs Our hedging 
strategies and the derivatives that wa use may not be able la adequalely offset dm rides of interest Fele volatility and our hedging tratractione may result in of 
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magnify losses. Furtheirnoir, interest role derivothee rosy not be available at all, or at favorable terms, particularly dming economic downturne. Any of the 
fa meek. risks could adversely afros) our business,financial condition or results of operations 

A downgrade ht oursetvicer ratings conk! hove en edverse effect on our business, finemial condition or results of operations. 

Slam /and & Poor's and Fitch rate goose feSidentiel Man :Reviser. Our current favorable ralings kw the raeng agencies ere important he the conduct el 
our Man servicinp business. These !alines may be downgraded in the future. Any such downgrade could edv et soly affeet our business, financial condition Of results 
of operations 

We depend on the accuracy and completeness of Information about tterrotme and counterpartios. 

In deciding wheeler to extend credit or to enter into other tron nacho ne web b °mowers and counterpaities, we may rely on information furnished to on by or 
on behalf of borrowers end counterperties. itoluding financial statements and other Moneta' infoimaiion. VVe also may rely on repremetalions of b °rowels and 
counlemadim Oslo Me aairiacy and completeness of that information and, with repent be financial statements, on 001000 01 independent auditors Win 
eddilionally only on repo sernations from public officiale concerninp Me licensing and good standing of the third party mortgage brokers through whom we do 
business. While we have a practice of independently verifying the botrovver inleernation lhat we use in deciding whether to extend code or to agree to a Into 
modification, including employment, assets. income and credit score. if any of this information is intentionally or neg looney misrepie.sented and such 
teisepresentation is not detected prier la loan funding, the value of the loan may be eipificantly lower Men expected Whether a keit presentation is inede by the 
loan app [icon!. the mileage broker. another Ihiee gaily or one about employees, we geneolly bear the risk or loss associated with the misrepresentation. We have 
control, and popes05 designed to help us idenlify misrepreeented information in our loan origination operations. We. however, may rem have detectod or may not 
detect all misrepresented bnforreation In out loan originations ander our business ciente. Any such mierepresented infurnoticn could adversely affeo our trainees, 
financial condition or results of operations. 

Technology (allures could damage onr business operations and increase our costs. 

The lion.' seivices industry as a whole is characterized by rapidly changing technologies, and system distuptions and failures caused byline. power 
lop, telecomfounicetionsfailefes, unauthorized irdrusion, computer viruses and disabling devices, natural disowns and other siinilor events, may interrupt Of delay 
our ability to movide sowices to our borrowers. Security breaches, ads of vandalism and developments hi proputel capabilities could result le a compromise or 
Meech oftho technologylh5f USO10 protect our bertowors' potrional info..,mn and tfonsection deta Syeterns failures could cause este incur squib.. .oil 
and this could adversely affect our bueiness, financial condition or resu Pe of operations. 

The success oral growth of ow business will depend upon our ability to adapt to and implement technological changes. 

Our reorteage loan origination Paineso is corfently dependent upon our ability la offeclively interface with our rakers, borroweis end other third patties 
and to efficiently plOUSS loan applications and closings. The Oliginatim process te becoming more dependent upon technological advancement, such as OW 
COIllinUSd abeily to process applications ever lIre leternet, e poet electronic signaluoe, provide procees rates updeles innstu,iIiy and odor borrower...acted 
conveniences. Maieleining and inenevine this low technology and becoming proficient 	ii may elm iernelie eieniecant weal expenditures As theee 
requirements morose in Me future, we we have le fully dmelop these 
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rechnological capabililies to remain competitive and any (Awe to do no could adversely affect our business, financial condition er results of operations. 

Any (ohms of our infernal sactinM measures or broach of triar privacy protoctions could cues, ham to our reputation and snhjact us to 
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In the ordinary cou me of our bonnets, wo receive, and store certain confidonlie I information concerning bourns.. Additionally, are enter into third party 
!Matronships to assist milli vainus aspects of our business, some of wffich require the exchange of confidenlial Lorimer inf emotion. If a idid party were to 
cernpionese or breach WO Wearily measures or there of the vendors, through electronic. physical or other means, and misappi opdate such infOrinatiOn. it Could 
cause inieriuptions in our opmalions. expose us to significant trabrli005 , royortirrg obligations. romedielion coste and damage, to our repuletion. !my of the foregoing 
asks could a inettely affect our business, financial condition or results of operations. 

Our voodoo reknionshin subject us to a variety of risks. 

We have significant vendors that. among other thin us, provide or with financial, lechnnlogy and other seivicas to support PUI seivisirig and or iginalions 
businesses With respect to vendors engaged to pad°rrn edwilies required by sending mileria, we hove elected to take responsibility lot assessing compliance with 
tIra oppiicablo servicing °Nei ia for the opp/icable vendor and are required to hove procedut es in place lo provide reasonable a sertran CO that the vondor t s ectiviliec 
comply in ell material iespecis 001110 servicing mire000 applicable to the vendor. In the event Mai a vendor's activities do not comply with the setvicirig cliteria, it 
could negatively irepaol nut semicing agreements In addnion, if our Cioreel vendors were to step providing services Onus on acceptable terms. including a, a resoll 
of one or mule vendor bankrupicies due to poor economic rionditions, we may be unable to plocure alternatives from other vendors in a timely and efficient manner 
and on acceprable thorns, or at all. Fuilher. we may incur significant costs to resolve arty such disruptions in service and this could adversely affect out business, 
financial condition or lo.fis of operations. 

The foss of the services of oar senior managers conk' have an adverse effect on out business. 

The expo donee of nor sere.ur managels ia a valuable asset to us Our management ream has an average of appioximarely20 years of emerience in the 
iesidential mortgage origination and servicing eidustry and has been will us for an manage of appioximatoly 10 years. We do not maintain Fey life insurance 
policies relating to OM senDr managers The loss of the setvices of our senior managers could advenely alien our thinness, financial condition or lesulla of 
operations. 

Our historical financial sinternehts do not reflect payments One Mama :axes. 

Our historical financial daimon's set forth in this prospectus do not iefIect any payments for income taxes. The ind enluie governing lho notos permits us 
to dislribuie to our equity holders amounts (based generally on a 13meg:slicel celculalion of combined fedelat, slate and local income taxes wo would owe if we 
were la yeble as a corporation) to pay the it income taxes for so long as we are healed as a disregarded enlily or partnership lot income tax puiposes. lo use 
boommo taxable as a coiporotion, the indommo governing the notes geno redly will pelmit us re pay our combined as group's fedora!, nate and local income nay.. 
See 'Description 01 1100 New Noles—Limiralion on Restiicted Payments ' 

Our business could sutler M. fedi° attract mod torah, a highly skilled worliforce. 

Our future success will depend on our abitity to identify, hire, develop, molnele and retain highly quahfied personnel for all areas of our yip anizalion, in 
particular skilled mane 	s. thee seceders, debt default so MedietS, loan officets and undenvrite is. Trained and expetiented personnel ate in high demand, and may 
be di Omit supply in sense areas horny of the comprinies wet) which vve compote 
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for experienced employees have greater resuurors than we have and may be able to ofthr rnore attractive tennro of employrnont. In addition. we invest significant 
lime -and expense In training our employees, which increase, their value to compethon Yill0 may seek to recruit them. We may not be able to allied, develop and 
maintain an adequate skilled workforce necessary to operate our buSineSSOS, and labor expenses rnay leer Bane coo  msull eta Shoilage in Na sUpply Of qualified 
pp/sonnet. If we cm unable to otimet and Wain such poreennol, we moy not be ebb to take advantage of acquisitions and olhor growth oppodun doe that may be 
pfesenled to us and this could materially affect out business, fnancial condition or results of opetations. 

Legal proceedings mai related uists conk! adversely affect OW financial results. 

We are ioutinely mashed in legal proceedings concerning inatleis that ailm in the ordinary course of Old hUSilleSS, The outcome of these proceedings 
may adversely affect our financial lesulls. In a &Fenn, a number of pandit/arils in our in du stly have been the subieci Of class action lawsuits and rag Watery actions 
by slates' attorneys genet el. Lutigetion and other proceedings may require that we pay settlement coals, damages, penailies or other chorgos, which could adversely 
affect our tinandal resells. See 'arsine ss—Legal Homed ings. *  

Negative public opinion could daring° our repntation and adversely affect oats earnings. 

Reputation risk, or the risk to our business, millings and capital from negative public opinion. is inherent in our business. Negative public opinion can 
result froni me actual or alleged conduld in any number of acting.. including lending arid debt collection prat:lien. corporate gov affiance. and from fictions token 
by government tegulatots end community organizations in response la those activities Negative public opinion can also feta from media caverage, whether 
acmitate or nol. Negative public opinion con adversely alfecl our ability to alttact and retain customers, trading counterpanes and employees and can eXpaSe 05 50 
litigation and lopulaloty action. Although wo take stops to minimize emulation ride in deeling with our customers and communities. this risk will always be present in 
our organization. 

Fortress indirect)," controls our, sok equAyhokler mid those nary bo situatione hi which the intenests of FOdreSS and the holden of the notes 
wilt Ma be aligned. 

FIF HE Holdings LLG, a holding company, 00 our sole Manner, Owning 100% of out outstanding membelship Dieresis. FIF HE Holdings PLC, 5 urn, is 
owned by certain Ovate equity funds managed by an effiliale of Fulness and our pan and plasma management As a Ns., Fortress is abth to control our 
business direction a. policies, Deluding mergers, acquisitions and console ations with third parties and the sale of all or substantially ,  all oy our assets. 
Consequently, circunisl etrcee rimy ariiv in which the interests of Fortress couki be in centlid with your interests as a holds I alike notes. and Fortress may pursue 
tranandiene that, in their )udgment, corn] enhance their equity bye e radiant, even though the tronsaction might invoke° ticks to holders at tho notes. 

Risks Reinted to the Nese Notes 

Oar substantial indebtedness may Emit oar financial and operating activities and our ebtlity to Incur additional debt to fund Future needs. 

As of Match 3I 2011, we and our guarantors hod apptoximately $633.7 million 01 10101 indebtedness end untended availability us opprorimately 
$055.9 million under our various financing facilities Our substantial indebtedness and any future indebtednosSwe incur could: 

• ;ego.ao Or dedicate a substantial portion of castn flow hero operations:10 the pay/note of principal and intemst on indebtedness, including indebtedness 
we may incur bi Ole future, tinreby reducing the funds available for other plepOWS; 

tay.kett.Crintek. 

• make it mom difficull lot us to satisfy and comply with our obligations with tesped to the notes; 

• subject us to increased sensitivity to inneases in prevailing interest rotes; 

• place us at a competitive disadvantage to competitors with relatively less debt in economic dowrituins, adverse industry conditions or catastrophic 
internal events: or 

• reduce our flexibility in Warming for or responding to changing businasS, indostry and mime. ,  centiffiens. 

Our mbsiantial obligabons could have other important consequences. For emlinple, sue thilure In comply with the restrictive cavenent, in the agreements 
guy eining our indebtedness, including the indenture goveining the notes, whish limit our ability to incui liens, to incur debt and la sell assets, could le suit in an 
event of default lhal, if not cured or waved, could bone our business or pm seeds and could result in our bankruptcy. 

We may incur more debt, whkh coirld exacerbate the ilsks described above. 

We and our subsidiaries are able to how addilithial indeblodnesS 00 the (elute, subject to the Idnitalions contained in the agreements governing our 
indebtedness, including the indemule gemming the notes. Although those egmernonts goner ally rash id us and am reatritied sUbsichalioa flaw 'nailing additional 
indebtedness, these lestrictions, are Subja CI ha iMporlant exceptions and qualifications. dere or our subsidiaries income ddriunrat debl.lhe related risks could be 
magnified 

We may nor he able to generate sat Mien? cash thaw to meet one dab! service obligations including the notes. 

Our ehiky to generale sufficient cash low frorn 00erations:10 make scheduled payments on our debt obligations including the notes vetil depend on out 
wenn and future fihancial pa iformence, which is subject to general economic, financial, compel& 0, legioladye, regulaloly and other (actors di at are beyond our 
corr.:. Uwe do our generate sufficient cash flow horn oporeliens la satisfy our debt obligations, including inierest paymenIs and the payment of plincmal al 
malimily, we may hove In undertake eternal. fin ancfn g plans. such as refinancing Or iosloirturing our debt. soiling ossels, reducing or delaying capital 
invesments or seeking to tnise midi:Dna! capitol Such alternative financing plans may not be available et may not be able in generate timely eod sufficient mine, 
of proceeds to satisfy our debt obligalians Additional financing may not be obtained on acceptable tens, or permitted under the terms 01 000 various debt 
instrumentn then in effect Furthermore, our ability to refinance meld depend lipen the condition of Ilth finance and reedit markeie Our irialiflity to genetate 
sufficienl cash flow to sanely. GlIr debt et:heehaw., or he lefn once our obkgations on conmercially reasonable terms or on a timely basis, would materially alien ow 
business, financial condilion or results of emergent, 

III addition, we are &anemia nl on the cash 000 00 and dividends and disterbutions to as hona our subsidiaries in order to service our current indebtedness. 
Our subsidiaries ore Nemeth and distinct legal entitle, end have nu obligation, contingent or othenviso,tia pay any amounts duo pursuant 0 eny indebtedness of 
ours on to make any funds available thereto', except too them subsidianes that have guatarneed our obligations undei our outstanding indebtedness mil lhal will 
guaia Mee our oh Ignitions under the notes_ The ability of our subsidiaries to pay any dividends and distributions will be subject to, among other things, the terms of 
O0 y debt inaIrerwels of our subsidiailes then in effect as well an applieabie err. Our subindiar du may not be able In geneinte cash Pow sufficient to pay dividends 
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or disuibutions to us thal enable us to pay interest or pin yip! on Old seriatim indobladness ot I/o notes. 

We may be "noble to repay or repurchase the notes of maturity. 

Al maturity, the 001110 outstanding principal amount of the nolo, together with accrued and unpaid interest, wig become due and payable. LAM may not 
hays the funds Ia fulfill these oblisations or 

1341e.of.Csnomw 

Ilte ability Is renegotiate thone obligations. If upon the matulity date other oirarrgements prohibit 05 11010 repaying the notes, we could try to obloin wa hers of snob 
prohibitions 110011110 lenders and 	undet those arrangementu. uncle could attempt to refinance the borrowings that contain the restlicitons In these 
circumstances, if we were not able to obtain such waivers or refinance these borrowings, we would be unable to repay the notes 

The indenture governing the notes, as well as other agreements governing our debt, include provisions that nay beside( our financial and 
brosinms operations, but may not necessarily restrict one ability to take actions Mat may hnpak our 	to ropey the notes. 

The agreements governing our indebtedness, including our servicing advance (amities that stale la solvicing then portfolios, ourworeliouse facilities 'hut 
relate to originating rnottrtage loans the notes we issued to finance our purchase of a portfolio of Ir. -Nage sew ichg rights and the indentule that will govem the 
rioles, contain negati00 covenants customary for such financings, such as limiting MR ability to .11 or dispo. of assets. incto addiiinnal indebtedness or liens, 
make certain re llected payments, make certain investments, or  merger, consolidations or other business combinations or engage in other titles of 
business. These restrictions may lutedete with mu ability to engage in other necessary or desirable business actriglieS. Which Could 'Palatially effect our business, 
financial condition or results of operations. 

Our financing facilities also require us to comply with certain financial ratios and covenants. such ao maairrium Is/wage mhos, minimum tangible net 
wotth, minitnum liquidly and posarve earnings covenants. In addition, availability under cerlMs 01 001 financing facilities is limited by borrowing base and minimum 
collateral conditions. Our ability to comply with those rovenents depends on our financial condition and heti o rman se and also is subject Is 0001110 outside our 
control. Asset voite-downs, other non-cash charges and other one-time events also impact our abilily to comply wah these covenants. In addition, these restrictions 
may inter-lore with our abdrty to obtain financing or to engage in Mb er necessary or desitab le buSillOBS activities, Md/Il may have a material effect on our 
operations. These covenants ma subject to important exceptions and gualrficalione Moreover, Uwe foil to comply with lhose covenants and are unable to obtein a 
waiver or amendment, an event of default would 

Out financing facilgieS And other dolt agreements, including the indenture governing the notes, also contain other 000011 01 default cUstornaty for such 
financings In addrtinn, as a sowicof, wo ore roqui ■ od to observe and sederIll the covenants and obligations in the agreements undet which we service loans. As a 
serves., we also has e obSgations under Regulation AB under the Securities AM Failure to service ill accordance vith these requirements may lead to an even' of 
defauH under our credit facilities. We may not have sufficient liquidity to repay or refinance 1 110 notes or botrowings under our macht facilities if such amounts were 
scenterated upon an event of default. If we are unable to service our deth , this could materially affect mu business, financial condaion or I nulls of opetations. 

If we default on our obligations to poy our other h ■debtodness, see may not be able 10 111010 payments on the notes. 

Any Moult under Um agreements covering our indebledness lb at is not waived by the 'mon ied tenders, and the remedies sought by the holders of 01 loll 
indebtedness, could make us unable to pay the principal, premium, if any, and Interest oil the notes end substantially decrease the 111811 ,0 yak. of the notes If we 
are unable to generate sufficient CAI flow and are otherwise unable to oblain oriental .. .arcing necessary to nwel required payments of principal, premium, il 
any, nod interest on our indebtedness et if we Mhos/ios fail to comply with the various covenants, including financial and opetating covenants. in the instruments 
governing our indebtedness. vre would be M default under Ms terms of the agreements governing such indebtedness. which could also result loll event of default 
under other financing agreements. In the event of such default, Ille holders of such indebtedness could 01001 10 declare all the funds borrowed thereunder lobe due 
an payable, to golhor with not uod [old 
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unpaid intorest, or son could be Mmed to apply all availabte cash flows to repoy 00001 bdo Wetness, ond, in any case, we could ultimately be forced isle bankruptcy 
or liquidation_ 

The repoynmot of the notes will be effectively anbordinated to substantial& oho! our existing and brim secured dell and the existing ond 
10/001 000000110 debt of our subsidiaries. 

The notes. and each guarantee of the notes, loll be unsecured obligations The 00109, Slid any other unsecured debt securities W.b Opus, will be 
effectively junior in 11/111 01 pn yrnent 15 011 cowed indebtedness. In the event of our bankruptcy, Ol the bankluptcy of our subsidiaries or special purpose vehicles, 
holders 01 00/ seemed indebtedness of ours or of out subsidiaries wilt have claims that are prior lo the claims 01 100 holders of any debt securities imued by us 
with respect to the es.ts securing our other indebtedness. As of Match 31.2011 . the aggregate carrying value of otth and eUr SubSidisries '  secured indebtedness 
was approximately St 23 1 4 million. 

If we defaulted on our obligations under any of oui seemed debt, our secured tenders could proceed against the collateral framed to them to secure that 
indebledne.. Bony seamed indebtedness were to be accelerated, our assets may not be sufficient 10 1000/ in full that indebtedness and ow other indebtedneSs, 
including the notes. In addition, upon any distlibution of assets pursuant to any liquidation, in.lvency, dissolution. reorganization or similar proceeding, the holders 
of secured indebtedness will be entitled to receive payment in full (tontine procseds of the collateral .suing our ..red indebtedness before the holders of the 
notes will be roll/led to rec./ e any payment with respect thereto. As a result, the 101/0 10 0/ 1110 calm may weever propottionally less than holders of secured 
indebtedness. 

The notes and related snbs (dirty goonarnees mai effectively be snnordinoted to indebtedness of am existing and &lune nomenarantor 
subSidlarnes. 

alot allot our oublldiariesi will guarantee the notes. The notes MI be effectively subordinated to all indebtedness and other liabilities and core Intents, 
including trade payables, of our existing .d future subsidiaries that do not guarantee the notes. Any tight of the holders albs notes lo participate in the assets of 
a non•guatantor subsidiety upon any liquidation or reorganization of the subsidiary will be Subject to the prior claims 01 100 Subsidisty 'S CreditOIS. 

As of the dale of this prospectus, teationllor Hot. Equity Loan Trull 200S-A; Nations. ,  Horne Equity Lean 2009-A REO LW; Ustionstal Residual, LIT; 
Natio net.' Advance Funding II, LLC, Nationales Mortgage Advance Receivables TRIM 2109•ADVI; Nationale, Mortgage Advance Receivables Troll 2010- ADV1 ; 
Nalionstor Funding ILL and Nationales Advance Funding ILL are our n on- guarantor subsidiaries. Non - guarantor subsidiados held approximately 51.3% of out total 
asseto as of March 31, 2/1/. 

Unresnicled subsidiaries generally will not be subject to any of the covenants in the hat...Ware and will not guarantee Me notes, 00110 00 may 
not be able to rely on the cosh OM, or assets of those unrestricted subsidiaries to pay our indebtedness. 

Subject to.mplienco with Ike redrictive covenants contented it the indenture goveining 100 110100, we will be permitted to designsle cerlaie of our 
subsIdiaties as utnellricted subsidiaries. If we designate a subsidiary guarantor as an unrestricted subsidiary for putposes of the indent'uto governing the notes, any 
guarantees of the notes by such .bsidiery or any tills subsidiaries veil be released under the indenhoe. As a 100011, 1/n creditors of the untestrided sub sidle!) ,  
end its subsidiaries vvill have a senior claim on I/O assets 0/ 500/1 unrestricted subsidiary and its subsidiaries. 

Unrestrided subsidiaries will generally not be subject to the coverionts under the indenture goveining the notes and will not gemantee the tulles. 
Unrestricted sobsirlimies may enter info financing arrangements that limit their ability to make loans or other payments to fund payments in 

:LaTtleof.fightuts. 

rethect 01 1110 wales Accordingly, no may not be able le rely on the Cosh flow Sr 000010 01 unrestricted subsidiaties 	pay any 51 001 indebtedness, including the 
notes. 

As of the date of this prospectus there are no unrestricted subsidiaries, and we do not have any titans to designate any of our W./diode s as unrestricted 
Subs/di 

Porn right to he repaid would be odvenelyallected 	cowl determined that any of our subsidiaries made any gimrentet for Inarlonimie 
consideration or with the intent to defraud creditors. 

Under the federal banktoptcy laws and comparable proviho. 0/ 01010 fraudulent transfer laws, any guarantee made by arty of our subsidiaries could be 
voided, or claims under the guarantee made by any of our subsidiaries could be eubordinaled to MI other obligations of any such subsidiary, if the hcbsidiery, 01 100 
Owe II inCqwed the obligations under the guarantee, 

• incurred the obligations with the intent In hinder, delay or dehaud creditors; or 

• received less titan reasonably 51111i1,010/11 value in exchange for incurring them obligati. 	rid 

. 	was insolvent or rendered insolyord by tendon of that indurrcnoo; 

was eogaged in a business or liarludion for which the 100sidiol y's remaining assets constituted nines sonably small napilol, or 
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• 	intended to incur, or believed that II would Incur, debts beyond Xs alibi},  to pay those debts as they mature 

A legal challenge to the nbigations undet any guarantee 011 hautlunot annoyance pounds could locitt on any benefits received in exchange tot the 
incm fence of these obligations. A guaranion could be subject to the chins that. since the guarantee was incurred for out benefh and only inditedly for the benefit of 
010 odometer, the obligations of tile applicable gueramor Wale intoned for less than fair 0000ideislioil The liabilty of each guarantor under Its indenture salll be 
tooled to the amount that will result in its guarantee not constittlino a fraudulent cony eyance, bot 0 corm may apply an alternative standard to determine the 
maximum liability of each guarantor. We believe that each of out subsidiaries making a g000actanooill recene reasonably equivalord value for incurring the 
guarantee. but n court limy disagree with our conclusion 

The measutes of insolvency for purposes of the fraudulent Imosfer lows vary depending on the law applied in the pone edin g to dale:mine 'atoll., a 
fraudulent transfer has occurred. Generally, however, an entity would be considered inselvenl 

• the OJAI of its debts. including coolingent habitat., is greater than the lad saleable value 00 011 of As OssOIS 

• the present fair saleable value of ils essets is less thee the amount that would be required to pay Its probable liabilities on is noising debts 
	

lading 
contingent liabilities, as they become absolute and mewls or 

it cannot pay In debts cottony become due. 

The credit ratings assigned to the notes may not reffect all risIss of an investment in the notes. 

The credit reliefs assigned to the notes reflecl the rating agencies assessments of our ability to make payments on the nots whorl due Consequently, 
actual or anticipated changes in these credit ratings will gene ra lb affed the market value of the notes These credit ratings, however. may not 
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reflect tile potential impact of risks related to :Mature, market or other factors related to Ike value of the notes. 

We grey not have the ablity to rake she hinds necessary to finance the change of control offer required by the indenture governing ,  the notes. 

Upon the occutronce of a "change Of control: as defined in the indenture governing the notes,. must offet to buy back the nobs at a price equal 10 
101% of the principal amount, together with any accrued and unpaid interest and specol interest, if any. lo the dole alike repo rcha oe. Our failure to purchase, or 
give notice of purChaSe Of, the noton would be a default under the indenture gevelning the nolos. See `Description 0190W Notes—Repurchase an the Option of 
Holders—Change of Control." 

If a change of control occurs, it is possible that we sop not hove aufficiont assets al the time of the droop of connollo make the requited repurchase of 
notes 01 10 satisfy all obligations under out other debt instruments, including future debt instruments. In order 10 satisfy out obligations, We cutlet seek to tefinance 
our indebtedness or obtain a waiver front the other lenders or you as a holder of the notes. We may not lie elfin to obtain a waiver nr refinance our indebtedness 
an terms acceptable lo us, if stall. Our failure to le purchase any notes submitted ill a change of control offer could constitute an evenr of default under our egret 
debt documents, even if the change ol control offer itself would not cause a default under the indenture governing the notes. 

The change of control provision in the iodenture may not ptoteci you in the event we consummate a highly levetaged transaction, reorganisation, 
restructuring, merger or other similar transaction, unless such transaction constitutes change of COMFOI under the indenture. Such a transaction roof not involve a 
change in voting power Or beneficial ownership or. even if il does. may nol involve a change of the magnitude required under be definition of a change Of Control 
triggering event lottho indenture to trigger Oct obligation to repurchase the notes 

There is no established trading rmrkel for the notes. fl on actual trading market does not develop tar the notes, you may not be able to resell 
the notes quickly, for the price Mal yOn poid or at 

The notes ate a new issue of soculities and lhorefore there 10 00 established trading market for the noths, and an adivettading mottel may not develop 
We do not mtend to apply for the notes to be listed on any mintlias exchauge or to thronge for any quotation on any automated dealer quotation systems. Tho 
initial purchasers have adviosd us lhal they intend to make a notkel in the notes, but they are not obligated to do SO. The initial purchase,: may dieconfinue any 
market making in the notes at any limo, at Omit solo discretion. As a result, them ntight be very little liquidity of any hading market for the notes. 

You may not be able lo MI your notes el o potboiler time or 00 011. or the prices that you Eocene when you sell them may oat be favorable. You may not 
be able lo resell your notes at their fair market value. The liquidly of, and trading market rot, the notes roof also be ads erSely affected by, among other things 

• prevailing interest ratos; 

• ow operating performance and financial condition; 

• the Intelsat of securities dealers in making a market; and 

• the market for similar securities. 

Historically, the market for nobinvestruent glade debt lose been subject to disruptions that have caused volatilly in tha pfica 501 securities singer to the 
notes. 11 is possible that the market for the 
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notes vSII be mbjeci in distuptien Any disruptions may have a negative effect on noteholders, regardless of Our prospects and financial perfounance. 

The Old Hotos were 100sood olth orightal num clhoount for U.S. torrent! Income tax purposes. 

The Old Notes were issued w ith) OID fur U.S. federal income Inc purposes because the staled principal arnounl of the notes exceeded their issue throe 
by mom than a de minimis amount 

U.S. holders Will generally be required to include such OID in thoth income on a constant yield to maturity basis in advance of the receipt of cask 
payment thereof and regardless of such holders' method of accounting for U.S. federal income tax purposes. See "Certain United States ledetal Income Tax 
Considorolions." 

Risks Relating to the Exchange Offer 

The consunutnnian of the exchange offer ;nay not ocean 

We are nol obligated to complete the exchange offer under ceilain circumstances. See "Description of Ihe Exchange Offer—Conditions Is the Exchange 
Clint.' Even if the exthonge offer is completed, it may not be completed on the echedule dowdiest in this prospect.. Accordingly, holders participating in the 
exChange offer rnay have to wail longer then expeCted 10 teethe e their New Notes, during which bne !Nee holders of Old Notro will nol be able to effect handers 
of their Old boles tendered in the exchange offer. 

You may be required to deliver prospectuses and oomph, with other requirements in connection with ony resale of the New Notes. 

If you tender your Old Muslin the purpose of participating In a distribution of the New Notes, you will be required to comply with the regisitatton and 
prospectus delnery requirements 00 1010 Secorities Act in connection whh any resale of the New Melee In addition, if you are a broker-dealer that receives New 
Notes for your own account in exchange for Old Notes that you acquired as a result of market-making activities er any other liad:n fadnitios, you will be required 
to acknowledge that you will debtor a prospectus in connection wilh any reSale of such New Notes. 
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CAUTIONARY STATEMENT REGARDING FORWARD•LOOKING STATEMENTS 

This prospectus contains forward-looking statements within the meaning of the U.S. federal securities laws. Forward baking statements include. without 
limitation, statements cortheming plans, objectives, goals, projections, soolegies, future events or performance, and uncloilyill° aseuropliOne end other statements, 
which me not thotoments of historical facts. When used in this discussion, the words "anticipate, - "appeats,"foresee:Intond."should. — expecl,"esiinole; 
broject,"plart,`"may."could,"snil," 'are likely" and similar expressions Me iOlOnded to identify forward-looking statements. These dolmento involve prediclions 
of oer future froaricial condition, perfottna Me, plans arid strategies, and are thus dependent. Ori a number of factors including s without limitation. assumptions and 
data that may be imprecise Of incorrect. Specific factors lhot may impact performance or other predictions of future actions tone. in many but not all eases. beer 
idontiXed in connection with specific forward.lookby statements Also soe Factors" included elsewhere in his prospectus regarding the additional leclors lb at 
have impeded Or may impact our pedomonce end financial results Fotwatd•looking statements ate object to risks and uncetlainties including, without limitation: 

• Me impact of the ongoing implementation of ths Dodd-Frank 	Street flthotnt arta Consumer Protection Pst 01 2010 on our business activities and 
portion, crisis of operations and email results of nom:diens; 

• the impact on our son/tong practices of enforcement consent elders entered into by Id of the largest seteiters mid four federal agencies. 
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8-K I v019466_8k.htm 

SECURITIES AND EXCHANGE COMMISSION 

• 	Washington, D.C. 20549 

FORM 8-K 

CURRENT REPORT 

Pursuant to Section 13 or 15(d) of the 

Securities Exchange Act of 1934 

Date of Report: May 27, 2005 

(Date of earliest event reported) 

FIRST HORIZON ASSET SECURITIES INC., (as depositor under the Pooling and Servicing Agreement, dated as of May 1, 2005, 

providing for the issuance of the First Horizon Alternative Mortgage Securities Trust 2005-AA5, Mortgage Pass-Through 

Certificates, Series 2005-AA5). 

FIRST HORIZO1\ ASSET SECURITIES NC. 
(Exact name of Registrant as specified in its charter) 

Delaware 
	 333-119657 

	
75-2808384 

(State of Incorporation) 
	

(Commission File No.) 
	

(I.R.S. Employer 
Identification No.) 

4000 Horizon Way 
	 75063 

Irving, Texas 
	 (Zip Code) 

(Address of Principal executive offices) 

Registrant's Telephone Number, Including Area Code: (214) 441-4000 

Check the appropriate box if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under 

any of the following provisions: 

Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425) 

Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR. 240.14a-12) 

Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b)) 

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c)) 
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Item 8.01, 	Other Events. 

Reference is hereby made to the Registrant's Registration Statement on Form 5-3 (File No. 333-119657) filed with the 

Securities and Exchange Commission (the "Commission") on October 20, 2004 (the "Registration Statement"), pursuant to which 

the Registrant registered $10,000,000,000 aggregate principal amount of its mortgage pass-through certificates, issuable in various 

series, for sale in accordance with the provisions of the Securities Act of 1933, as amended. Reference is also hereby made to the 

Prospectus and the related Prospectus Supplement (collectively, the "Prospectus"), which was filed with the Commission pursuant 

to Rule 424(b)(5) on May 26, 2005, with respect to the Registrant's Mortgage Pass-Through Certificates, Series 2005-AA5 (the 

"Offered Securities"). 

Pursuant to a Mortgage Loan Purchase Agreement dated as of May 27, 2005 ("MLPA"), by and between First Horizon 

Home Loan Corporation ("FHHLC") and First Horizon Asset Securities Inc. ("FEAST"), FHHLC sold two pools of adjustable rate, 

fully amortizing, one-to four-family residential, first lien mortgage loans (the "Mortgage Loans") to FEAST. A copy of the MLPA 

is filed herewith as Exhibit 10.1. 

On May 27, 2005, the Registrant caused the issuance and sale of the Offered Securities. The Offered Securities evidence a 

beneficial ownership interest in the Mortgage Loans. The Offered Securities were created pursuant to a Pooling and Servicing 

Agreement dated as of May 1, 2005 (the "Pooling and Servicing Agreement") by and among the Registrant, as Depositor, FEIHLC, 

as Master Servicer, and The Bank of New York, as Trustee. A copy of the Pooling and. Servicing Agreement is filed herewith as 

Exhibit 4.1. 

The Offered Securities, having an aggregate principal balance of approximately $433,422,100 have been sold by the 

Registrant to (i) Citigroup Global Markets Inc. ("Citigroup") pursuant to an Underwriting Agreem ent dated as of December 20, 

2001 (the "Citigroup Underwriting Agreement"), as supplemented by a Terms Agreement dated as of May 23, 2005 (the "Citigroup 

Terms Agreement"), each by and among Citigroup, the Registrant and FHHLC and (ii) Morgan Stanley & Co. Incorporated 

("Morgan Stanley") pursuant to an Underwriting Ageem ent dated as of March 27, 2003 (the "Morgan Stanley Underwriting 

Agreement"), as supplemented by a Terms Agreement dated as of May 23, 2005 (the "Morgan Stanley Terms Agreement"), each 

by and among Morgan Stanley, the Registrant and FEEL C. The Citigroup Underwriting Agreement and the Morgan Stanley 

Underwriting Agreement have been previously filed with the Commission and are incorporated herein by reference as Exhibit 1.1  

and Exhibit 1.2,  respectively. The Citigroup Terms Agreement and the Morgan Stanley Terms Agreement are filed herewith as 

Exhibit 1.3  and Exhibit 1.4,  respectively. 
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Item 9.01 	Financial Statements and Exhibits. 

(0) 	Exhibits 

Exhibit No. Description 

	

1.1 
	

Underwriting Agreement dated December 20, 2001, by and among Citigroup, the Registrant and FHHLC 

	

1.2 	Underwriting Agreement dated March 27, 2003, by and among Morgan Stanley, the Registrant and 
FIIIILC " 

	

1.3 	Terms Agreement dated May 23, 2005 to Underwriting Agreement dated December 20, 2001, by and 
among Citigroup, the Registrant and FHHLC 

	

1.4 	Terms Agreement dated May 23, 2005 to Underwriting Agreement dated March 27, 2003, by and among 
Morgan Stanley, the Registrant and FFITILC 

	

4.1 	Pooling and Servicing Agreement dated as of May 1, 2005, by and among the Registrant, as Depositor, 
FHHLC, as Master Servicer, and The Bank of New York, as Trustee 

	

10.1 	Mortgage Loan Purchase Agreement dated as of May 1, 2005, by and between FITHLC, as Seller, and 
FHAS1, as Purchaser 

Previously filed with the Commission on January 7, 2002, as Exhibit 1.1 

to the Registrant's Current Report on Form 8-K (No. 333-73524) 
" Previously filed with the Commission on April 10, 2003, as Exhibit 1.2 to the Registrant's Current Report on Form 8-K (No. 

333- 73524) 
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Signatures 

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant as of the date first written above has 
duly caused this Report to be signed on its behalf by the undersigned hereunto duly authorized. 

FIRST HORIZON ASSET SECURITIES INC. 

June 2, 2005 
	

By: /s/ Alfred Chang 

Alfred Chang 
Vice President 

Signature Page for Form 8 -K 
(2005-AA5 Issuance of Certificates) 
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INDEX TO EXHIBITS 

Exhibit No. Description 

Underwriting Agreement dated December 20, 2001, by and among Citigroup, the Registrant and FHHLC  

1.2 	Underwriting Agreement dated March 27, 2003 by and among Morgan Stanley. the Registrant and 

FHHLC ** 

1.3 	Terms Aweem ent dated May 23. 2005 to Underwriting Agreement dated December 20, 2001, by and 

among Citigroup, the Registrant and FHHLC  

1.4 	Terms Agreement dated May 23, 2005 to Underwriting Agreement dated March 27, 2003. by and among 

Morgan Stanley, the Registrant and FHHLC 

4.1 	Pooling and Servicing Agreement dated as of May 1 2005, by and among the Registrant, as Depositor. 

FHHLC, as Master Servicer, and The Bank of New York, as Trustee  

10.1 	Mortgage Loan Purchase Agreement dated as of May 1, 2005, by and between FHHLC, as Seller, and 

FHASI, as Purchaser 

Previously filed with the Corn mission on January 7, 2002, as Exhibit 1.1 

to the Registrant's Current Report on Form 8-K (No. 333-73524) 

**Previously filed with the Commission on April 10, 2003, as Exhibit 1.2 to the Registrant's Current Report on Form 8-K (No. 

333- 73524) 
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EX-10.1 5 v019466 ex10-1.htm 

MORTGAGE LOAN PURCHASE AGREEMENT 

THIS MORTGAGE LOAN PURCHASE AGREEMENT dated as of May 27, 2005 by and between FIRST HORIZON 

HOME LOAN CORPORATION, a Kansas corporation (the "Seller"), and FIRST HORIZON ASSET SECURITIES INC. (the 

"Purchaser"). 

WHEREAS, the Seller owns certain Mortgage Loans (as hereinafter defined) which Mortgage Loans are more particularly 

listed and described in Schedule A attached hereto and made a part hereof. 

WHEREAS, the Seller and the Purchaser wish to set forth the terms pursuant to which the Mortgage Loans, excluding the 

servicing rights thereto, are to be sold by the Seller to the Purchaser. 

WHEREAS, the Seller will simultaneously transfer the servicing rights for the Mortgage Loans to First Tennessee 

Mortgage Services, Inc. ("FTMSI") pursuant to the Servicing Rights Transfer and Subserv icing Agreement (as hereinafter defined). 

WHEREAS, the Purchaser will engage FTMSI to service the Mortgage Loans pursuant to the Servicing Agreement (as 

hereinafter defined). 

NOW. THEREFORE, in consideration of the foregoing, other good and valuable consideration, and the mutual terms and 

covenants contained herein, the parties hereto agree as follows: 

ARTICLE I 
Definitions 

Agreement: This Mortgage Loan Purchase Agreement, as the same may be amended, supplemented or otherwise modified 

from time to time in accordance with the terms hereof. 

Alternative Title Product: Means one of the following: (i) Lien Protection Insurance issued by Integrated Loan Services or 

ATM Corporation of America, (ii) a Mortgage Lien Report issued by EPN Solutions/ACRAnet, (iii) a Property Plus Report issued 

by Rapid Refinance Service through SharperLending.com , or (iv) such other alternative title insurance product that the Seller 

utilizes in connection with its then current underwriting criteria. 

business Day: Any day other than (i) a Saturday or a Sunday, or (ii) a day on which banking institutions in the City of 

Dallas, or the State of Texas or New York City is located are authorized or obligated by law or executive order to be closed. 

Closing Date: May 27, 2005 

Code: The Internal Revenue Code of 1986, including any successor or amendatory provisions. 

Cooperative Corporation: The entity that holds title (fee or an acceptable leasehold estate) to the real property and 

improvements constituting the Cooperative Property and which governs the Cooperative Property, which Cooperative Corporation 

must qualify as a Cooperative Housing Corporation under Section 216 of the Code. 

Coop Shares: Shares issued by a Cooperative Corporation. 

Cooperative Loan: Any Mortgage Loan secured by Coop Shares and a Proprietary Lease. 

Cooperative Property: The real property and improvements owned by the Cooperative Corporation, including the 

'allocation of individual dwelling units to the holders of the Coop Shares of the Cooperative Corporation. 

RFJN_EX 13_ 000001 
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Cooperative Unit: A single family dwelling located M a Cooperative Property. 
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Custodian: First Tennessee Bank National Association, and its successors and assigns, as custodian under the Custodial 

Ageement dated as of May 27, 2005 by and among The Bank. of New York, as trustee, First Horizon Home Loan Corporation, as 

master servicer, and the Custodian. 

Cut-Off Date: May 1, 2005: 

Cut-off Date Principal Balance: As to any Mortgage Loan, the Stated Principal Balance thereof as of the close of business 

on the Cut-off Date. 

Debt Service Reduction: With respect to any Mortgage Loan, a reduction by a court of competent jurisdiction in a 

proceeding under the Bankruptcy Code in the Scheduled Payment for such Mortgage Loan which became final and non-appealable, 

except such a reduction resulting from a Deficient Valuation or any reduction that results in a permanent forgiveness of principal. 

Deficient Valuation: With respect to any Mortgage Loan, a valuation by a court of competent jurisdiction of the 

Mortgaged Property in an amount less than the then-outstanding indebtedness under the Mortgage Loan, or any reduction in the 

amount of principal to be paid in connection with any Scheduled Payment that results in a permanent forgiveness of principal, 

which valuation or reduction results from an order of such court which is final and non-appealable in a proceeding under the United 

States Bankruptcy Reform Act of 1978, as amended. 

Delay Delivery Mortgage Loans: The Mortgage Loans for which all or a portion of a related Mortgage File is not 

delivered to the Trustee or to the Custodian on its behalf on the Closing Date. The number of Delay Delivery Mortgage Loans shall 

not exceed 25% of the aggregate number of Mortgage Loans as of the Closing Date. 

Deleted Mortgage Loan: As defined in Section 4.1(c) hereof. 

Determination Date: The earlier of (i) the third Business Day after the 15th day of each month, and (ii) the second 

Business Day prior to the 25 th  day of each month, or if such 25 th  day is not a Business Day, the next succeeding Business Day. 

GAAP: Generally accepted accounting principles as in effect from time to time in the United States of America. 

-2- 
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Insurance Proceeds: Proceeds paid by an insurer pursuant to any insurance policy, including all riders and endorsements 

thereto in effect, including any replacement policy or policies, in each case other than any amount included in such Insurance 

Proceeds in respect of expenses covered by such insurance policy. 

Liquidation Proceeds: Amounts, including Insurance Proceeds, received in connection with the partial or complete 

liquidation of defaulted Mortgage Loans, whether through trustee's sale, foreclosure sale or otherwise or amounts received in 

connection with any condemnation or partial release of a Mortgaged Property. 

MERS: Mortgage Electronic Registration Systems, Inc., a corporation organized and existing under the laws of the State 

of Delaware, or any successor thereto. 

MERS Mortgage Loan: Any Mortgage Loan registered with MERS on the MERS System. 

MERSO System: The system of recording transfers of mortgages electronically maintained by MERE. 

MIN: The Mortgage Identification Number for any MERS Mortgage Loan. 

MOM Loan: Any Mortgage Loan as to which MERS is acting as mortgagee, solely as nominee for the originator of such 

Mortgage Loan and its successors and assigns. 

Mortgage: The mortgage, deed of trust or other instrument creating a first lien on the property securing a Mortgage Note. 

Mortgage File: The mortgage documents listed in Section 3.1 pertaining to a particular Mortgage Loan and any additional 

documents required to be added to the Mortgage File pursuant to this Agreement. 

Mortgage Loans: The mortgage loans transferred, sold and conveyed by the Seller to the Purchaser, pursuant to this 

Agreern ent. 

Mortgage Loan Purchase Price: With respect to any Mortgage Loan required to be purchased by the Seller pursuant to 

Section 4.1(c) hereof, an amount equal to the sum of (i) 100% of the unpaid principal balance of the Mortgage Loan on the date of 

such purchase, and (ii) accrued interest thereon at the applicable Mortgage Rate from the date through which interest was last paid 

by the Mortgagor to the first day in the month in which the Mortgage Loan Purchase Price is to be distributed to the Purchaser or its 

designees. 

Mortgage Note: The original executed note or other evidence of indebtedness evidencing the indebtedness of a Mortgagor 

under a Mortgage Loan. 

Mortgaged Property: The underlying property securing a Mortgage Loan, which, with respect to a Cooperative Loan, is 

the related Coop Shares and Proprietary Lease. 

Mortgagor: The obligor(s) on a Mortgage Note. 

-3- 
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Principal Prepayment: Any payment of principal by a Mortgagor on a Mortgage Loan that is received in advance of its 

scheduled Due Date and is not accompanied by an amount representing scheduled interest due on any date or dates in any month or 

months subsequent to the in onth of prepayment. 

Proprietary Lease: With respect to any Cooperative Unit, a lease or occupancy agreement between a Cooperative 

Corporation and a holder of related Coop Shares. 

Purchase Price: $442,579,782.11 

Purchaser: First Horizon Asset Securities Inc., in its capacity as purchaser of the Mortgage Loans from the Seller pursuant 

to this Agreem ent. 

Recognition Agreement: With respect to any Cooperative Loan, an agreement between the Cooperative Corporation and 

the originator of such Mortgage Loan which establishes the rights of such originator in the Cooperative Property. 

S'elledulecl. Payment: The scheduled monthly payment on a Mortgage Loan due on the first day of the month allocable to 

principal and/or interest on such Mortgage Loan which, unless otherwise specified herein, shall give effect to any related Debt 

Service Reduction and any Deficient Valuation that affects the am own of the monthly payment due on such Mortgage Loan. 

Security Agreement: 
	The security agreement with respect to a Cooperative Loan. 

jr: First Horizon Home Loan Corporation, a Kansas corporation, and its successors and assigns, in its capacity as 

seller of the Mortgage Loans. 

Servicing Agreement: The servicing agreement, dated as of November 26, 2002 by and between First Horizon Asset 

Securities Inc. and its assigns, as owner, and First Tennessee Mortgage Services, Inc., as servieer. 

Servicing Rights Transfer and Subservicing Agreement: The servicing rights transfer and subservicing agreement, dated as 

of November 26, 2002 by and between First Horizon Home Loan Corporation, as transferor and subservicer, and First Tennessee 

Mortgage Services, Inc., as transferee and servicer. 

Stated Principal Balance: As to any Mortgage Loan, the unpaid principal balance of such Mortgage Loan as specified in 

the amortization schedule at the time relating thereto (before any adjustment to such amortization schedule by reason of any 

moratorium or similar waiver or grace period) after giving effect to any previous partial Principal Prepayments and Liquidation 

Proceeds allocable to principal (other than with respect to any Liquidated Mortgage Loan) and to the payment of principal due on 

such date and irrespective of any delinquency in payment by the related Mortgagor. 

Substitute Mortgage Loan: A Mortgage Loan substituted by the Seller for a Deleted Mortgage Loan which must, on the 

date of such substitution, (i) have a Stated Principal Balance, after deduction of the principal portion of the Scheduled Payment due 

in the month of substitution, not in excess of, and not more than 10% less than the Stated Principal Balance of the Deleted 

Mortgage Loan; (ii) have a Mortgage Rate not lower than the Mortgage Rate of the Deleted Mortgage Loan; (iii) have a maximum 

mortgage rate not more than I% per annum higher or lower than the maximum mortgage rate of the Deleted Mortgage Loan; (iv) 

have a minimum mortgage rate specified in its related Mortgage Note not more than 1% per annum higher or lower than the 

minimum mortgage rate of the Deleted Mortgage Loan; (v) have the same mortgage index, reset period and periodic rate as the 

Deleted Mortgage Loan and a gross margin not more than I% per annum higher or lower than that of the Deleted Mortgage Loan 

(vi) be accruing interest at a rate no lower than and not more than 1% per annum higher than, that of the Deleted Mortgage Loan; 

(iv) have a loan-to-value ratio no higher than that of the Deleted Mortgage Loan; (vii) have a remaining term to maturity no greater 

than (and not more than one year less than that of) the Deleted Mortgage Loan; (viii) not be a Cooperative Loan unless the Deleted 

Mortgage Loan was a Cooperative Loan and (ix) comply with each representation and warranty set forth in Schedule B hereto. 
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Trustee: The Bank of New York and its successors and, if a successor trustee is appointed hereunder, such successor. 

ARTICLE II 
Purchase and Sale 

Section 2.1 	Purchase Price. In consideration for the payment to it of the Purchase Price on the Closing Date, pursuant 

to written instructions delivered by the Seller to the Purchaser on the Closing Date, the Seller does hereby transfer, sell and convey 

to the Purchaser on the Closing Date, but with effect from the Cut-off Date, (i) all right, title and interest of the Seller in the 

Mortgage Loans, excluding the servicing rights thereto, and all property securing such Mortgage Loans, including all interest and 

principal received or receivable by the Seller with respect to the Mortgage Loans on or after the Cut-off Date and all interest and 

principal payments on the Mortgage Loans received on or prior to the Cut-off Date in respect of installments of interest and 

principal due thereafter, but not including payments of principal and interest due and payable on the Mortgage Loans on or before 

the Cut-off Date, and (ii) all proceeds from the foregoing. Items (i) and (ii) in the preceding sentence are herein referred to 

collectively as "Mortgage Assets." 

Section 2.2 	Timing, The sale of the Mortgage Assets hereunder shall take place on the Closing Date. 

ARTICLE DI 
Conveyance and Delivery 

Section 3.1 	Delivery of Mortgage Files, In connection with the transfer and assignment set forth in Section 2.1 

above, the Seller has delivered or caused to be delivered to the Trustee or to the Custodian on its behalf (or, in the case of the Delay 

Delivery Mortgage Loans, will deliver or cause to be delivered to the Trustee or to the Custodian on its behalf within thirty (30) 

days following the Closing Date) the following documents or instruments with respect to each Mortgage Loan so assigned 

(collectively, the "Mortgage Files"): 
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(a) (1) the original Mortgage Note endorsed by manual or facsimile signature in blank in the following form: "Pay 
to the order of 	, without recourse," with all intervening endorsements showing a complete 
chain of endorsement from the originator to the Person endorsing the Mortgage Note (each such endorsement 
being sufficient to transfer all right, title and interest of the party so endorsing, as notehokler or assignee thereof, 
in and to that Mortgage Note); or 

(2) with respect to any Lost Mortgage Note, a lost note affidavit from the Seller stating that the original 
Mortgage Note was lost or destroyed, together with a copy of such Mortgage Note; 

(b) except as provided below and for each Mortgage Loan that is not a IMERS Mortgage Loan, the original recorded 
Mortgage or a copy of such Mortgage certified by the Seller as being a true and complete copy of the Mortgage, 
and in the case of each MERS Mortgage Loan, the original Mortgage, noting the presence of the MEN of the 
Mortgage Loans and either language indicating that the Mortgage Loan is a MOM Loan if the Mortgage Loan is 
a MOM Loan or if the Mortgage Loan was not a MOM Loan at origination, the original Mortgage and the 
assignment thereof to NIERS, with evidence of recording indicated thereon, or a copy of the Mortgage certified 
by the public recording office in which such Mortgage has been recorded; 

(c) a duly executed assignment of the Mortgage in blank (which may be included in a blanket assignment or 
assignments), together with, except as provided below, all interim recorded assignments of such mortgage (each 
such assignment, when duly and validly completed, to be in recordable form and sufficient to effect the 
assignment of and transfer to the assignee thereof, under the Mortgage to which the assignment relates); provided 
that, if the related Mortgage has not been returned from the applicable public recording office, such assignment 
of the Mortgage may exclude the information to be provided by the recording office; 

(d) the original or copies of each assumption, modification, written assurance or substitution agreement, if any; 

(a) either the original or duplicate original title policy (including all riders thereto) with respect to the related 
Mortgaged Property, if available, provided that the title policy (including all riders thereto) will be delivered as 
soon as it becomes available, and if the title policy is not available, and to the extent required pursuant to the 
second paragraph below or otherwise in connection with the rating of the Certificates, a written commitment or 
interim binder or preliminary report of the title issued by the title insurance or escrow company with respect to 
the Mortgaged Property, or, in lieu thereof, an Alternative Title Product, and 

(f) in the case of a Cooperative Loan, the originals of the following documents or instruments: 
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(1) The Coop Shares, together with a stock power in blank; 

(2) The executed Security Agreement:- 

(3) The executed Proprietary Lease; 

(4) The executed Recognition Agreement; 

(5) The executed UCC-1 financing statement with evidence of recording thereon which have been filed 

in all places required to perfect the Seller's interest in the Coop Shares and the Proprietary Lease; and 

(6) Executed UCC-3 financing statements or other appropriate UCC financing statements required by 

state law, evidencing a complete and unbroken line from the mortgagee to the Trustee with evidence of recording 

thereon (or in a form suitable for recordation). 

In the event, that in connection with any Mortgage Loan that is not a MERS Mortgage Loan the Seller cannot deliver (i) 

the original recorded Mortgage or (ii) all interim recorded assignments satisfying the requirements of clause (b) or (c) above, 

respectively, concurrently with the execution and delivery hereof because such document or docum ants have not been returned 

from the applicable public recording office, the Seller shall promptly deliver or cause to be delivered to the Trustee or the 

Custodian on its behalf such original Mortgage or such interim assignment, as the case may be, with evidence of recording 

indicated thereon upon receipt thereof from the public recording office, or a copy thereof, certified, if appropriate, by the relevant 

recording office, but in no event shall any such delivery of the original Mortgage and each such interim assignment or a copy 

thereof, certified, if appropriate, by the relevant recording office, be made later than one year following the Closing Date; provided, 

however, in the event the Seller is unable to deliver or cause to be delivered by such date each Mortgage and each such interim 

assignment by reason of the fact that any such documents have not been returned by the appropriate recording office, or, in the case 

of each such interim assignment, because the related Mortgage has not been returned by the appropriate recording office, the Seller 

shall deliver or cause to be delivered such documents to the Trustee or the Custodian on its behalf as promptly as possible upon 

receipt thereof and, in any event, within 720 days following the Closing Date; provided, further, however, that the Seller shall not 

be required to provide an original or duplicate lender's title policy (together with all riders thereto) if the Seller delivers an 

Alternative Title Product in lieu thereof The Seller shall forward or cause to be forwarded to the Trustee or the Custodian on its 

behalf (i) from time to tim e additional original documents evidencing an assumption or modification of a Mortgage Loan and (ii) 

any other documents required to be delivered by the Seller to the Trustee. In the event that the original Mortgage is not delivered 

and in connection with the payment in full of the related Mortgage Loan and the public recording office requires the presentation of 

a "lost instruments affidavit and indemnity" or any equivalent document, because only a copy of the Mortgage can be delivered 

with the instrument of satisfaction or reconveyance, the Seller shall execute and deliver or cause to be executed and delivered such 

a document to the public recording office. In the case where a public recording office retains the original recorded Mortgage or in 

the case where a Mortgage is lost after recordation in a public recording office, the Seller shall deliver or cause to be delivered to 

the Trustee or the Custodian on its behalf a copy of such Mortgage certified by such public recording office to be a true and 

complete copy of the original recorded Mortgage. 
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In addition, in the event that in connection with any Mortgage Loan the Seller cannot deliver or cause to be delivered the 

original or duplicate original lender's title policy (together with all riders thereto), satisfying the requirements of clause (v) above, 

concurrently with the execution and delivery hereof because the related Mortgage has not been returned from the applicable public 

recording office, the Seller shall promptly deliver or cause to be delivered to the Trustee or the Custodian on its behalf such original 

or duplicate original lender's title policy (together with all riders thereto) upon receipt thereof from the applicable title insurer, but 

in no event shall any such delivery of the original or duplicate original lender's title policy be made later than one year following 

the Closing Date; provided, however, in the event the Seller is unable to deliver or cause to be delivered by such date the original or 

duplicate original lender's title policy (together with all riders thereto) because the related Mortgage has not been returned by the 

appropriate recording office, the Seller shall deliver or cause to be delivered such documents to the Trustee or the Custodian on its 

behalf as promptly as possible upon receipt thereof and, in any event, within 720 days following the Closing Date, 

Notwithstanding anything to the contrary in this Agreement; within thirty days after the Closing Date, the Seller shall 

either (i) deliver or cause to he delivered to the Trustee or the Custodian on its behalf the Mortgage File as required pursuant to this 

Section 3.1 for each Delay Delivery Mortgage Loan or (ii) (A) substitute or cause to be substituted a Substitute Mortgage Loan for 

the Delay Delivery Mortgage Loan or (B) repurchase or cause to be repurchased the Delay Delivery Mortgage Loan, which 

substitution or repurchase shall be accomplished in the manner and subject to the conditions set forth in Section 4.1 (treating each 

Delay Delivery Mortgage Loan as a Deleted Mortgage Loan for purposes of such Section 4.1), provided, however, that if the Seller 

fails to deliver a Mortgage File for any Delay Delivery Mortgage Loan within the thirty-day period provided in the prior sentence, 

the Seller shall use its best reasonable efforts to effect or cause to be effected a substitution, rather than a repurchase of, such 

Deleted Mortgage Loan and provided further that the cure period provided for in Section 4.1 hereof shall not apply to the initial 

delivery of the Mortgage File for such Delay Delivery Mortgage Loan, but rather the Seller shall have five (5) Business Days to 

cure or cause to be cured such failure to deliver. 

ARTICLE IV 
Representations and Warranties 

Section 4.1 	Representations and Warranties of the Seller.  (a) The Seller hereby represents and warrants to the 

Purchaser, as of the date of execution and delivery hereof, that: 

(1) 	The Seller is duly organized as a Kansas corporation and is validly existing and in good standing 

under the laws of the State of Kansas and is duly authorized and qualified to transact any and all business 

contemplated by this Agreement to be conducted by the Seller in any state in which a Mortgaged Property is 

located or is otherwise not required under applicable law to effect such qualification and, in any event, is in 

compliance with the doing business laws of any such state, to the extent necessary to ensure its ability to enforce 

each Mortgage Loan and to perform any of its other obligations under this Agreement in accordance with the terms 

thereof 
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(2) The Seller has the full corporate power and authority to sell each Mortgage Loan, and to execute, 

deliver and perform, and to enter into and consummate the transactions contemplated by this Agreement and has 

duly authorized by all necessary corporate action on the part of the Seller the execution, delivery and performance 

of this Agreement; and this Agreement, assuming the due authorization, execution and delivery thereof by the other 

parties thereto, constitutes a legal, valid and binding obligation of the Seller, enforceable against the Seller in 

accordance with its terms, except that (a) the enforceability thereof may be limited by bankruptcy, insolvency, 

moratorium, receivership and other similar laws relating to creditors' rights generally and (b) the remedy of specific 

performance and injunctive and other forms of equitable relief may be subject to equitable defenses and to the 

discretion of the court before which any proceeding therefor may be brought. 

(3) The execution and delivery of this Agreement by the Seller, the sale of the Mortgage Loans by the 

Seller under this Agreement, the consummation of any other of the transactions contemplated by this Agreement, 

and the fulfillment of or compliance with the terms thereof are in the ordinary course of business of the Seller and 

will not (a) result in a material breach of any term or provision of the charter or by-laws of the Seller or (b) 

materially conflict with, result in a material breach, violation or acceleration of, or result in a material default under, 

the terms of any other material agreement or instrument to which the Seller is a party or by which it may be bound, 

or (c) constitute a material violation of any statute, order or regulation applicable to the Seller of any court, 

regulatory body, administrative agency or governmental body having jurisdiction over the Seller; and the Seller is 

not in breach or violation of any material indenture or other material agreement or instrument, or in violation, of any 

statute, order or regulation of any court, regulatory body, administrative agency or governmental body having 

jurisdiction over it which breach or violation may materially impair the Seller's ability to perform or meet any of its 

obligations under this Agreement. 

(4) No litigation is pending or, to the best of the Seller's knowledge, threatened against the Seller that 

would prohibit the execution or delivery of, or performance under, this Agreement by the Seller. 

(5) The Seller is a member of MERS in good standing, and will comply in all material respects with the 

rules and procedures of MERS in connection with the servicing of the MERS Mortgage Loans for as long as such 

Mortgage Loans are registered with NIERS. 

(b) The Seller hereby makes the representations and warranties set forth in Schedule B hereto to the Purchaser, as of 

the Closing Date, or if so specified therein, as of the Cut-off Date. 
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(c) Upon discovery by either of the parties hereto of a breach of a representation or warranty made pursuant to 
Schedule B hereto that materially and adversely affects the interests of the Purchaser in any Mortgage Loan, the 
party discovering such breach shall give prompt notice thereof to the other party. The Seller hereby covenants that 
within 90 days of the earlier of its discovery or its receipt of written notice from the Purchaser of a breach of any 
representation or warranty made pursuant to Schedule B hereto which materially and adversely affects the interests 
of the Purchaser in any Mortgage Loan, it shall cure such breach in all material respects, and if such breach is not so 
cured, shall, (i) if such 90-day period expires prior to the second anniversary of the Closing Date, remove such 
Mortgage Loan (a "Deleted Mortgage Loan") from the pools of mortgages listed on Schedule B hereto and 
substitute in its place a Substitute Mortgage Loan, in the manner and subject to the conditions set forth in this 
Section; or (ii) repurchase the affected Mortgage Loan or Mortgage Loans from the Purchaser at the Mortgage Loan 
Purchase Price in the manner set forth below. With respect to the representations and warranties described in this 
Section which are made to the best of the Seller's knowledge, if it is discovered by either the Seller or the Purchaser 
that the substance of such representation and warranty is inaccurate and such inaccuracy materially and adversely 
affects the value of the related Mortgage Loan or the interests of the Purchaser therein, notwithstanding the Seller's 
lack of knowledge with respect to the substance of such representation or warranty, such inaccuracy shall be 
deemed a breach of the applicable representation or warranty. 

With respect to any Substitute Mortgage Loan or Loans, the Seller shall deliver to the Trustee or to the Custodian 
on its behalf the Mortgage Note, the Mortgage, the related assignment of the Mortgage, and such other documents and 
agreements as are required by Section 3.1, with the Mortgage Note endorsed and the Mortgage assigned as required by 
Section 3.1, No substitution is permitted to be made in any calendar month after the Determination Date for such month. 
Scheduled Payments due with respect to Substitute Mortgage Loans in the month of substitution will be retained by the 
Seller. Upon such substitution, the Substitute Mortgage Loan or Loans shall be subject to the terms of this Agreement in 
all respects, and the Seller shall be deemed to have made with respect to such Substitute Ivloitgage Loan or Loans, as of 
the date of substitution, the representations and warranties made pursuant to Schedule B hereto with respect to such 
Mortgage Loan. 

It is understood and agreed that the obligation under this Agreement of the Seller to cure, repurchase or replace 
any Mortgage Loan as to which a breach has occurred and is continuing shall constitute the sole remedy against the Seller 
respecting such breach available to the Purchaser on its behalf. 

The representations and warranties contained in this Agreement shall not be construed as a warranty or guaranty by the 
Seller as to the future paym e,nts by any Mortgagor. 

It is understood and agreed that the representations and warranties set forth in this Section 4.1 shall survive the sale of the 
Mortgage Loans to the Purchaser hereunder. 
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ARTICLE V 
iViiscellaneous 

Section 5.1 	Transfer Intended as Sale.  It is the express intent of the parties hereto that the conveyance of the 

Mortgage Loans by the Seller to the Purchaser be, and be construed as, an absolute sale thereof in accordance with GAAP and for 

regulatory purposes It is, further, not the intention of the parties that such conveyances be deemed a pledge thereof by the Seller to 

the Purchaser. However, in the event that, notwithstanding the intent of the parties, the Mortgage Loans are held to be the property 

of the Seller or the Purchaser, respectively, or if for any other reason this Agreement is held or deemed to create a security interest 

in such assets, then (i) this Agreement shall be deemed to be a security agreement within the meaning of the Uniform Commercial 

Code of the State of Texas and GO the conveyance of the Mortgage Loans provided for in this Agreement shall be deemed to be an 

assignment and a grant by the Seller to the Purchaser of a security interest in all of the Mortgage Loans, whether now owned or 

hereafter acquired. 

The Seller and the Purchaser shall, to the extent consistent with this Agreement, take such actions as may be necessary to 

ensure that, if this Agreement were deemed to create a security interest in the Mortgage Loans, such security interest would be 

deem ed to be a perfected security interest of first priority under applicable law and will be maintained as such throughout the term 

of the Agreement. The Seller and the Purchaser shall arrange for filing any Uniform Commercial Code continuation statements in 

connection with any security interest granted hereby. 

Section 5.2 	Seller's Consent to Assignment.  The Seller hereby acknowledges the Purchaser's right to assign, transfer 

and convey all of the Purchaser's rights under this Ageement to a third party and that the representations and warranties niade by 

the Seller to the Purchaser pursuant to this Agreement will, in the case of such assignment, transfer and conveyance, be for the 

benefit of such third party. The Seller hereby consents to such assignment, transfer and conveyance. 

Section 5.3 	Specific Performance.  Either party or its assignees may enforce specific performance of this Agreement 

Section 5.4 	Notices.  All notices, demands and requests that may be given or that are required to be given hereunder 

shall be sent by United States certified mail, postage prepaid, return receipt requested., to the parties at their respective addresses as 

follows: 

If to 

the Purchaser: 

If to the Seller: 

4000 Horizon Way 
Irving, Texas 75063 
Attn: Larry P. Cole 

4000 Horizon Way 

Irving, Texas 75063 
Attn: Larry P. Cole 
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Section 5.5 	Choice of Law.  This Agreement shall be construed in accordance with and governed by the substantive 

laws of the State of Texas applicable to agreements made and to be performed in the State of Texas and the obligations, rights and 

remedies of the parties hereto shall be determined in accordance with such laws. 

[remainder of page intentionally left blank] 
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IN WITNESS WHEREOF, the Purchaser and the Seller have caused their names to be signed hereto by their respective 

officers thereunto duly authorized as of the 27th day of May, 2001 

FIRST HORIZON HOME LOAN CORPORATION, as Seller 

By: /s/ 

Terry McCoy 
Executive Vice President 

FIRST HORIZON ASSET SECURITIES INC., as Purchaser 

By: /s/  

Alfred Chang 
Vice President 
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SCHEDULE A 

[BEGINS ON NEXT PAGE] 

[Available Upon Request From Trustee] 
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SCHEDULE B 

Representations and 'Warranties as to the Mortgage Loans 

First Horizon Home Loan Corporation (the "Seller") hereby makes the representations and warranties set forth in this 

Schedule 13 on which First Horizon Asset Securities Inc. (the "Purchaser") relies in accepting the Mortgage Loans. Such 

representations and warranties speak as of the execution and delivery of the Mortgage Loan Purchase Agreement, dated as of May 

27, 2005 (the "MLPA"), between First Horizon Home Loan Corporation, as seller, and the Purchaser and as of the Closing Date, or 

if so specified herein, as of the Cut-off Date or date of origination of the Mortgage Loans, but shall survive the sale, transfer, and 

assignment of the Mortgage Loans to the Purchaser and any subsequent sale, transfer and assignment by the Purchaser to a third 

party. Capitalized terms used but not otherwise defined in this Schedule B shall have the meanings ascribed thereto in the MLPA or 

the Pooling and Servicing Agreement, dated as of May 1, 2005, between First Horizon Asset Securities Inc., as depositor, First 

Horizon Home Loan Corporation, as master servicer, and The Bank of New York, as trustee. 

(1) The information set forth on Schedule A to the MLPA, with respect to each Mortgage Loan is true and correct in 

all material respects as of the Closing Date. 

(2) Each Mortgage is a valid and enforceable first lien on the Mortgaged Property subject only to (a) the lien of 

nondelinquent current real property taxes and assessments and liens or interests arising under or as a result of any 

federal, state or local law, regulation or ordinance relating to hazardous wastes or hazardous substances and, if 

the related Mortgaged Property is a unit in a condominium project or Planned Unit Development, any lien for 

common charges permitted by statute or homeowner association fees, (b) covenants, conditions and restrictions, 

rights of way, easements and other matters of public record as of the date of recording of such Mortgage, such 

exceptions appearing of record being generally acceptable to mortgage lending institutions in the area wherein 

the related Mortgaged Property is located or specifically reflected in the appraisal made in connection with the 

origination of the related Mortgage Loan, and (c) other matters to which like properties are commonly subject 

which do not materially interfere with the benefits of the security intended to be provided by such Mortgage. 

(3) Immediately prior to the assigrnnent of the Mortgage Loans to the Purchaser, the Seller had good title to, and was 

the sole owner of, each Mortgage Loan free and clear of any pledge, lien, encumbrance or security interest and 

had full right and authority, subject to no interest or participation of, or agreement with, any other party, to sell 

and assign the same pursuant to this Agreement. 

(4) As of the date of origination of each Mortgage Loan, there was no delinquent tax or assessment lien against the 

related Mortgaged Property. 
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(5) There is no valid offset, defense or counterclaim to any Mortgage Note or Mortgage, including the obligation of 
the Mortgagor to pay the unpaid principal of or interest on such Mortgage Note. 

(6) There are no mechanics' liens or claims for work, labor or material affecting any Mortgaged Property which are 
or may be a lien prior to, or equal with, the lien of such Mortgage, except those which are insured against by the 
title insurance policy referred to in item (11) below. 

(7) To the best of the Seller's knowledge, no Mortgaged Property has been materially damaged by water, fire, 
earthquake, windstorm, flood, tornado or similar casualty (excluding casualty from the presence of hazardous 
wastes or hazardous substances, as to which the Seller makes no representation) so as to affect adversely the 
value of the related Mortgaged Property as security for such Mortgage Loan. With respect to the representations 
and warranties contained within this item (7) that are made to the knowledge or the best knowledge of the Seller 
or as to which the Seller has no knowledge, if it is discovered that the substance of any such representation and 
warranty is inaccurate and the inaccuracy materially and adversely affects the value of the related Mortgage 
Loan, or the interest therein of the Purchaser, then notwithstanding the Seller's lack of knowledge with respect to 
the substance of such representation and warranty being inaccurate at the time the representation and warranty 
was made, such inaccuracy shall be deemed a breach of the applicable representation and warranty and the Seller 
shall take such action described in Section 4.1(c) of this Agreement in respect of such Mortgage Loan. 

(8) Each Mortgage Loan at origination complied in all material respects with applicable local, state and federal laws, 
including, without limitation, usury, equal credit opportunity, real estate settlement procedures, truth-in-lending 
and disclosure laws and specifically applicable predatory and abusive lending laws, or any noncompliance does 
not have a material adverse effect on the value of the related Mortgage Loan. 

(9) No Mortgage Loan is a "high cost loan" as defined by the specific applicable predatory and abusive lending laws. 

(10) Except as reflected in a written document contained in the related Mortgage File, the Seller has not. modified the 
Mortgage in any material respect; satisfied, cancelled or subordinated such Mortgage in whole or in part; released 
the related Mortgaged Property in whole or in part from the lien of such Mortgage; or executed any instrument of 
release, cancellation, modification or satisfaction with respect thereto. 

(11) A lender's policy of title insurance together with a condominium endorsement and extended coverage 
endorsement, if applicable, in an amount at least equal to the Cut-off Date Principal Balance of each such 
Mortgage Loan or a commitment (binder) to issue the same was effective on the date of the origination of each 
Mortgage Loan, each such policy is valid and remains in full force and effect, or, in lieu thereof, an Alternative 
Title Product. 
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(12) To the best of the Seller's knowledge, all of the improvements which were included for the purpose of 

determining the appraised value of the Mortgaged Property lie wholly within the boundaries and building 

restriction lines of such property, and no improvements on adjoining properties encroach upon the Mortgaged 

Property, unless such failure to be wholly within such boundaries and restriction lines or such encroachment, as 

the case may be, does not have a material effect on the value of such Mortgaged Property. 

(13) To the best of the Seller's knowledge, as of the date of origination of each Mortgage Loan, no improvement 

located on or being part of the Mortgaged Property is in violation of any applicable zoning law or regulation 

unless such violation would not have a material adverse effect on the value of the related Mortgaged Property. To 

the best of the Seller's knowledge, all inspections, licenses and certificates required to be made or issued with 

respect to all occupied portions of the Mortgaged Property and, with respect to the use and occupancy of the 

same, including but not limited to certificates of occupancy and fire underwriting certificates, have been made or 

obtained from the appropriate authorities, unless the lack thereof would not have a material adverse effect on the 

value of such Mortgaged Property. 

(14) The Mortgage Note and the related Mortgage are genuine, and each is the legal, valid and binding obligation of 

the maker thereof, enforceable in accordance with its terms and under applicable law. 

(15) The proceeds of the Mortgage Loans have been fully disbursed and there is no requirement for future advances 

thereunder. 

(16) The related Mortgage contains customary and enforceable provisions which render the rights and remedies of the 

holder thereof adequate for the realization against the Mortgaged Property of the benefits of the security, 

including, (i) in the case of a Mortgage designated as a deed of trust, by trustee's sale, and (ii) otherwise by 

judicial foreclosure. 

(17) With respect to each Mortgage constituting a deed of trust, a trustee, duly qualified under applicable law to serve 

as such, has been properly designated and currently so serves and is named in such Mortgage, and no fees or 

expenses are or will become payable by the holder of the Mortgage to the trustee under the deed of trust, except 

in connection with a trustee's sale after default by the Mortgagor. 

(18) As of the Closing Date, the improvements upon each Mortgaged Property are covered by a valid and existing 

hazard insurance policy with a generally acceptable carrier that provides for fire and extended coverage and 

coverage for such other hazards as are customarily required by institutional single family mortgage lenders in the 

area where the Mortgaged Property is located, and the Seller has received no notice that any premiums due and 

payable thereon have not been paid; the Mortgage obligates the Mortgagor thereunder to maintain all such 

insurance including flood insurance at the Mortgagor's cost and expense. Anything to the contrary in this item 

(18) notwithstanding, no breach of this item (18) shall be deemed to give rise to any obligation of the Seller to 

repurchase or substitute for such affected Mortgage Loan or Loans so long as the Seller maintains a blanket 

policy. 
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(19) If at the time of origination of each Mortgage Loan, related the Mortgaged Property was in an. area then identified 
in the Federal Register by the Federal Emergency Management Agency as having special flood hazards, a flood 
insurance policy in a form meeting the then-current requirements of the Flood Insurance Administration is in 
effect with respect to such Mortgaged Property with a generally acceptable carrier. 

(20) To the best of the Seller's knowledge, there is no proceeding pending or threatened for the total or partial 
condemnation of any Mortgaged Property, nor is such a proceeding currently occurring, 

(21) To best of the Seller's knowledge, there is no material event which, with the passage of time or with notice and 
the expiration of any grace or cure period, would constitute a material non-monetary default, breach, violation or 
event of acceleration under the Mortgage or the related Mortgage Note; and the Seller has not waived any 
material non-monetary default, breach, violation or event of acceleration. 

(22) Any leasehold estate securing a Mortgage Loan has a stated term at least as long as the term of the related 
Mortgage Loan. 

(23) Each Mortgage Loan was selected from among the outstanding adjustable-rate one- to four-family mortgage 
loans in the Seller's portfolio at the Closing Date as to which the representations and warranties made with 
respect to the Mortgage Loans set forth in this Schedule B can be made. No such selection was made in a manner 
intended to adversely affect the interests of the Certificateholders. 

(24) The Mortgage Loans provide for the full amortization of the amount financed over a series of monthly payments. 

(25) At origination, substantially all of the Mortgage Loans had stated terms to maturity of 30 years. 

(26) Scheduled monthly payments made by the Mortgagors on the Mortgage Loans either earlier or later than their 
Due Dates will not affect the amortization schedule or the relative application of the payments to principal and 
interest. 

(27) The Mortgage Loans may be prepaid at any time by the related Mortgagors without penalty. 

B-4 

REJN_EX 13_ 0000019 

littp://www.see.gov/Archives/edgar/data/1081915/000114420405017895/v019466  ex10-1.htm 	9/26/201d465 



Unassociated Document 	 Page 20 of 20 

(28) Some of the Mortgage Loans are jumbo mortgage loans that have Stated Principal Balances at origination that 
exceed the then applicable limitations for purchase by Fannie Mae and Freddie Mac. 

(29) Each Mortgage Loan in Pool I and Pool II was originated on or after November 11, 2004 and September 24, 
2004, respectively. 

(30) The latest stated maturity date of any Mortgage Loan in Pool I is June 1, 2035, and the earliest is December I, 
2034. The latest stated maturity date of any Mortgage Loan in Pool II is Tune 1, 2035, and the earliest is October 
1, 2034. 

(31) No Moitgage Loan was delinquent more than 30 days as of the Cut-off Date. 

(32) No Mortgage Loan had a Loan-to-Value Ratio at origination of more than 95%. Generally, each Mortgage Loan 
with a Loan-to-Value Ratio at origination of greater than 80% is covered by a Primary Insurance Policy issued by 
a mortgage insurance company that is acceptable to Fannie Mae or Freddie Mac. 

(33) Each Mortgage Loan constitutes a "qualified mortgage" within the meaning of Section 860G(a)(3) of the Code. 

(34) No Mortgage Loan is a "high cost loan" as defined by the specific applicable predatory and abusive lending laws. 
In addition, no Mortgage Loan is a "High Cost Loan" or a "Covered Loan", as applicable (as such terms are 
defined in the then current Standard & Poor's LEVEL Se Glossary which is now Version 5.6b Revised, 
Appendix E) and no Mortgage Loan originated on or after October 1, 2002 through March 6, 2003 is governed by 
the Georgia Fair Lending Act. 

(35) Appraisal form 1004 or form 2055 with an interior inspection for first lien mortgage loans has been obtained for 
all related mortgaged properties, other than condominiums, investment properties, two to four unit properties and 
exempt properties, for which appraisal form 1004 or form 2055 has not been obtained. 

Appraisal form 704, 2065 or 2055 with an exterior only inspection for junior lien mortgages combined with first 
lien mortgages (including home equity lines of credit) has been obtained for all related mortgaged properties, 
other than condominiums, investment properties, two to four unit properties and exempt properties, for which 
appraisal form 1004 or form 2055 has not been obtained. Appraisal form 704, 2065 or 2055 with an exterior only 
inspection for all other junior lien mortgages has been obtained for all related mortgaged properties, other than 
those related mortgaged properties that qualify for an Automated Valuation Model. 
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FIRST HORIZON ASSET SECURITIES INC. 

MORTGAGE PASS-THROUGH CERTIFICATES 

SERIES 2005-AA5 

TERMS AGREEMENT  

(to Underwriting Agreement, 

dated December 20, 2001 
between the Company and the Underwriter) 

	

First Horizon Asset 	Securities Inc. 	 New York, New York 

	

4000 Horizon Way 
	 May 23, 2005 

Irving, Texas 75063 

Citigroup Global Markets Inc. (formerly known as Salomon Smith Barney Inc.) (the "Underwriter") agrees, subject to the 

terms and provisions herein and of the captioned Underwriting Agreement (the "Underwriting Agreement"), to purchase such 

Classes of Series 2005-AA5 Certificates specified in Section 2(a) hereof (the "Offered Certificates"). This letter supplements and 

modifies the Underwriting Agreement solely as it relates to the purchase and sale of the Offered Certificates described below. The 

Series 2005-AA5 Certificates are registered with the Securities and Exchange Commission by means of an effective Registration 

Statement (No. 333-119657). Capitalized terms used and not defined herein have the meanings given them in the Underwriting 

Agreement. 

	

Section 1. 	The Mortgage Pools: The Series 2005-AA5 Certificates shall evidence the entire beneficial ownership 

interest in two pools (the "Mortgage Pools") of primarily 30-year adjustable rate, fully amortizing, one- to four-family residential 

mortgage loans (the "Mortgage Loans") haying the following characteristics as of May 1, 2005 (the "Cut-off Date"): 

(a) Aggregate Principal Amount of the Mortgage Pools: Approximately $440,023,247 aggregate principal 

balance as of the Cut-off Date, subject to an upward or downward variance of up to 5%, the precise aggregate principal 

balance to be determined by the Company. 

(b) Original Term to Maturity: The original term to maturity of each Mortgage Loan included in Pool I and 

Pool II shall be 360 months. 

	

Section 2. 	The Certificates: The Offered Certificates shall be issued as follows: 

	

(a) 	Classes: The Offered Certificates shall be issued with the following Class designations, interest rates 

and principal balances, subject in the aggregate to the variance referred to in Section 1(a) and, as to any particular Class, to 

an upward or downward variance of up to 5%: 
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Class 	 Principal 
	 Interest 

	 Class Purchase 

Balance 
	 Rate 

	 Price Percentage 

I-A-1 

I-A-2 

I-A-R 

II-A-1 

II-A-2 

81,005,000.00 

3,600,000.00 

100.00 

315,016,000.00 

14,000,000.00 

Variable ( ) )  

Variable ())  

Variable ( ) )  

Variable )  

Variable ())  

101.164062500% 

101.164062500% 

101.164062500% 

101.171875000% 

101.171875000% 

(1) The pass-through rates on each class of Certificates listed above for each distribution date will be variable and will be 

calculated as described in the prospectus supplement. 

(b) 
	

The Offered Certificates shall have such other characteristics as described in the related Prospectus. 

Section 3. 	Purchase Price:  The Purchase Price for each Class of the Offered Certificates shall be the Class Purchase 

Price Percentage therefor (as set forth in Section 2(a) above) of the initial Class Certificate Principal Balance thereof plus accrued 

interest at the per annum initial interest rate applicable thereto from and including the Cut-off Date up to, but not including, May 

27, 2005 (the "Closing Date"). 

Section 4. 	Required Ratings:  The Offered Certificates shall have received Required Ratings of (i) at least "AAA" 

from Standard and Poor's Ratings Services, a division of The McGraw-Hill Companies, Inc. ("S&P"), and "Aaa" from Moody's 

Investors Service, Inc. ("Moody's) in the case of the Class 1-A-1, Class I-A-R and Class II-A-1 Certificates and (ii) at least "AAA" 

from S&P and "Aal" from Moody's in the case of the Class I-A-2 and Class II-A-2 Certificates. 

Section 5, 	Tax Treatment:  One or more elections will be made to treat the assets of the Trust Fund as a REMIC, 
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If the foregoing is in accordance with your understanding of our agreement, please sign and return to the undersigned a 

counterpart hereof, whereupon this letter and your acceptance shall represent a binding ageement between the Underwriter and the 

Company.  

Very truly yours, 

CITIGROUP GLOBAL MARKETS INC. 

Date: 
	 By: 

Name: 
Title: 

The foregoing ADeement is 

hereby confirmed and accepted 
as of the date first above written. 

FIRST HORIZON ASSET SECURITIES INC.  

By: 	  
Name: Alfred Chang 
Title: Vice President 

FIRST HORIZON HOME LOAN CORPORATION 

By: 
Name: Terry McCoy 
Title: Executive Vice President 
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EXECUTION 

FIRST HORIZON ASSET SECURITIES INC. 

MORTGAGE PASS-THROUGH CERTIFICATES 
SERIES 2005-AA5 

TERMS AGREEMENT  
(to Underwriting Agreement, 

dated March 27, 2003, 
between the Company and the Underwriter) 

First Horizon Asset Securities Inc. 	 New York, New York 

	

4000 Horizon Way 
	 May 23, 2005 

Irving, Texas 75063 

Morgan Stanley & Co. Incorporated (the "Underwriter") agrees, subject to the terms and provisions herein and of the 

captioned Underwriting Agreement (the "Underwriting Agreem ent"), to purchase such Classes of Series 2005-AA5 Certificates 

specified in Section 2(a) hereof (the "Offered Certificates"). This letter supplements and modifies the Underwriting Agreement 

solely as it relates to the purchase and sale of the Offered Certificates described below. The Series 2005-AA5 Certificates are 

registered with the Securities and Exchange Commission by means of an effective Registration Statement (No. 333-119657). 

Capitalized terms used and not defined herein have the meanings given them in the Underwriting Agreement. 

	

Section 1. 	The Mortgage Pools: The Series 2005-AA5 Certificates shall evidence the entire beneficial ownership 

interest in two pools (the "Mortgage Pools") of primarily 30-year adjustable rate, fully amortizing one- to four-family residential 

mortgage loans (the "Mortgage Loans") having the following characteristics as of May 1, 2005 (the "Cut-off Date"): 

(a) Aggregate Principal Amount of the Mortgage Pools: Approximately $440,023,247 aggregate principal 

balance as of the Cut-off Date, subject to an upward or downward variance of up to 5%, the precise aggregate principal 

balance to be determined by the Company. 

(b) Original Terms to MaturitT  The original term to maturity of each Mortgage Loan included in Pool I 

and Pool 1.1 shall be 360 months. 

	

Section 2. 	The Certificates: The Offered Certificates shall be issued as follows: 

(a) 	Classes: The Offered Certificates shall be issued with the following Class designations, interest rates 

and principal balances, subject in the aggregate to the variance referred to in Section 1(a) and, as to any particular Class, to 

an upward or downward variance of up to 5%: 
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Principal 
	

Interest 
	 Class Purchase 

Class 
	 Balance 

	 Rate 
	 Price Percentage 

B-1 
	

$11,441,000.00 
	

Variable (1) 
	

101.578125000% 

B-2 
	

$ 5,060,000.00 
	 Vari abl e(1 ) 

	
100.843750000% 

B-3 
	

$ 3,300,000,00 
	

Variable (1) 
	

99.156250000% 

(1) The Certificate Rates on the Class B-1, Class B-2 and Class B-3 Certificates are variable and will be calculated as 

described in the Prospectus Supplement. 

(b) 
	

The Offered Certificates shall have such other characteristics as described in the related Prospectus. 

Section 3. 	Purchase Price: The Purchase Price for each Class of the Offered Certificates shall be the Class 

Purchase Price Percentage therefor (as set forth in Section 2(a) above) of the initial Class Certificate Principal Balance thereof plus 

accrued interest at the per annum initial interest rate applicable thereto from and including the Cut-off Date up to, but not including, 

May 27, 2005 (the "Closing Date"). 

Section 4. 	Required Ratings: The Offered Certificates shall have received Required Ratings of (i) at least "AA" 

from Standard and Poor's Ratings Services, a division of The McGraw-Hill Companies, Inc. ("S&P") in the case of the Class B-1 

Certificates, (ii) at least "A" from S&P in the case of the Class B-2 Certificates and (iii) at least "BBB" from S&P in the case of the 

Class B-3 Certificates. 

Section 5. 	Tax Treatm ent: One or more elections will be made to treat the assets of the Trust Fund as a REMIC. 
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If the foregoing is in accordance with your understanding of our agreement, please sign and return to the undersigned a 
counterpart hereof, whereupon this letter and your acceptance shall represent a binding agreement between the Underwriter and the 
Corn pany. 

Very truly yours, 

IvIORGAN STANLEY & CO. INCORPORATED 

By: /s/ 

  

Name: 
Title: 

The foregoing Agreement is 
hereby confirmed and accepted 
as of the date first above written. 

FIRST HORIZON ASSET SECURITIES INC. 

Is/ 

Name: Alfred Chang 
Title: Vice President 

FIRST HORIZON HOME LOAN CORPORATION 

Is/ 

Name: Terry McCoy 
Title: Executive Vice President 
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AVAILABLE INFORMATION 

The depositor has filed with the Securities and Exchange Commission ("SEC") a Registration Statement under the Securities Act covering the 

securities. This prospectus, which forms a part of the Registration Statement, and the prospectus supplement relating to each series of certificates contain 

summaries of the material terms of the documents referred to in this prospectus and in the prospectus supplement, but do not contain all of the information 

in the Registration Statement pursuant to the rules and regulations of the SEC. For further information, reference is made to the Registration Statement and 

its exhibits. The Registration Statement and exhibits can be inspected and copied at prescribed rates at the public reference facilities maintained by the 

SEC at its Public Reference Room at 450 Fifth Street, N.W., Washington, D.C. 20549. You may obtain information on the operation of the Public 

Reference Room by calling the SEC at 1-800-SEC- 0330. The SEC maintains an Internet Web site that contains reports, infomiation statements and other 

information regarding the registrants that file electronically with the SEC, including the depositor. The address of that Internet Web site is 

http://wwwsec.gov .  

This prospectus and any applicable prospectus supplement do not constitute an offer to sell or a solicitation of an offer to buy any securities other 

than the securities offered by this prospectus and the prospectus supplement nor an offer of the securities to any person in any state or other jurisdiction in 

which the offer would be unlawful. 

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE 

All documents filed under the name of First Horizon Asset Securities Inc. and/or the name of the trust referred to in the accompanying prospectus 

supplement. after the date of this prospectus and before the end of the related offering with the SEC pursuant to Section 13(a), 13(c), 14 or 15(d) of the 

Securities Exchange Act of 1934, as amended, are incorporated by reference in this prospectus and are a part of this prospectus from the date of their 

filing. Any statement contained in a document incorporated by reference in this prospectus is modified or superseded for all purposes of this prospectus to 

the extent that a statement contained in this prospectus (or in the accompanying prospectus supplement) or in any other subsequently filed document that 

also is incorporated by reference differs from that statement. Any statement so modified or superseded shall not, except as so modified or superseded, 

constitute a part of this prospectus. 

The trustee on behalf of any trust fund will provide without charge to each person to whom this prospectus is delivered, on the person's written or 

oral request, a copy of any or all of the documents referred to above that have been or may be incorporated by reference in this prospectus (not including 

exhibits to the information that is incorporated by reference unless the exhibits are specifically incorporated by reference into the information that this 

prospectus incorporates). Requests should be directed to the corporate trust office of the trustee specified in the accompanying prospectus supplement. 

REPORTS TO SECURITYHOLDERS 

Periodic and annual reports concerning the trust fund will be forwarded to securityholders. However, these reports will neither be examined nor 

reported on by an independent public accountant. See "Description of the Securities — Reports to Secmityholders." 

USE OF PROCEEDS 

The net proceeds to be received from the sale of the securities will be applied by the depositor to acquire the related Trust Fund Assets and for 

other general corporate purposes consistent with the limitations set forth in its charter documents. See "The Depositor." The depositor expects to sell 

securities in series from time to time, but the timing and amount of offerings of securities will depend on a number of factors, including the volume of 

Trust Fund Assets acquired by the depositor, prevailing interest rates, availability of funds and general market conditions. 
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THE DEPOSITOR 

First Horizon Asset Securities Inc., a Delaware corporation, the depositor, was incorporated in March 9, 1999 for the limited purpose of 

acquiring, owning and transferring mortgage collateral and selling interests in mortgage collateral or bonds secured by mortgage collateral. The depositor 

is a wholly owned limited purpose finance subsidiary of First Horizon Home Loan Corporation, a Kansas corporation ("First Horizon"). The depositor 

maintains its principal office at 4000 Horizon Way, Irving, Texas 75063, Its telephone number is (214) 441-4000. 

Neither the depositor nor any of the depositor's affiliates will insure or guarantee distributions on the securities of any series. 

LOAN PROGRAM 
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The loans will have been purchased by the depositor, either clirectly or through affiliates, from sellers. The applicable prospectus supplement may 

provide for the underwriting criteria used in originating the loans, but if it does not, the loans so acquired by the depositor will have been originated in 

accordance with the underwriting criteria specified below under "Underwriting Standards." 

Underwriting Standards 

General Standards for First Lien Mortgage Loans. First Horizon's underwriting standards with respect to first lien mortgage loans will 

generally conform to those published in First Horizon's guide for alternative documentation programs for first lien mortgage loans (the "Guide"). The 

underwriting standards as set forth in the Guide are continuously revised based on opportunities and prevailing conditions in the residential mortgage 

market and the market for the depositor's mortgage pass-through certificates. The mortgage loans may be underwritten by First Horizon or by a 

designated third party. See " — Qualifications of Sellers." First Horizon may perform only sample quality assurance reviews to determine whether the 

mortgage loans in any mortgage pool were underwritten in accordance with applicable standards. 

First Horizon's underwriting standards, as well as any other underwriting standards that may be applicable to any first lien mortgage loans, 

generally include a set of specific criteria pursuant to which the underwriting evaluation is made. However, the application of those underwriting standards 

does not imply that each specific criterion was satisfied individually. Rather, a mortgage loan will be considered to be originated in accordance with a 

given set of underwriting standards if, based on an overall qualitative evaluation, the loan substantially complies with the underwriting standards. For 

example, a mortgage loan may be considered to comply with a set of underwriting standards, even if one or more specific criteria included in the 

underwriting standards were not satisfied, if other factors compensated for the criteria that were not satisfied or if the mortgage loan is considered to be in 

substantial compliance with the underwriting standards. 

The level of review by First Horizon, if any, of any mortgage loan for conformity with the applicable underwriting standards will vary depending 

on any one of a number of factors, including: 

• factors relating to the experience and status of the seller, 

• characteristics of the specific mortgage loan, including the principal balance, the Loan-to-Value Ratio, the loan type or loan program, and 

• the applicable credit score of the related mortgagor used in connection with the origination of the mortgage loan, as determined based on a 

credit scoring model acceptable to First Horizon. 

Generally, credit scoring models provide a means for evaluating the information about a prospective borrower that is available from a credit 

reporting agency. The underwriting criteria applicable to any program under which the mortgage loans may be originated and reviewed may provide that 

qualification for the loan, or the availability of specific loan features, such as maximum loan amount, maximum Loan-to-Value Ratio, property type and 

use, and documentation level, may depend on the borrower's credit score. 

-23- 

First Horizon's underwriting standards are intended to evaluate the prospective mortgagor's credit standing and repayment ability, and the value 

and adequacy of the proposed property as collateral. Due to the variety of underwriting standards and review procedures that may be applicable to the 

mortgage loans included in any mortgage pool, the related prospectus supplement generally will not distinguish among the various underwriting standards 

applicable to the mortgage loans nor describe any review for compliance with applicable underwriting standards performed by First Horizon. Moreover, 

there can be no assurance that every mortgage loan was originated in conformity with the applicable underwriting standards in all material respects, or that 

the quality or performance of mortgage loans underwritten pursuant to varying standards as described above will be equivalent under all circumstances. In 

the loan application process, prospective mortgagors will be required to provide information regarding such factors as their assets, liabilities income, credit 

history, employment history and other related items. Each prospective mortgagor will also provide an authorization to apply for a credit report which 

summarizes the mortgagor's credit history. With respect to establishing the prospective mortgagor's ability to make timely payments, First Horizon will 

require evidence regarding the mortgagor's employment and income, and of the amount of deposits made to financial institutions where the mortgagor 

maintains demand or savings accounts. In some instances, mortgage loans which were originated under a limited documentation origination program may 

be sold to or originated by First Horizon. For a mortgage loan originated under a limited documentation origination program to qualify for First Horizon, 

the prospective mortgagor must have a good credit history and be financially capable of making a larger cash down payment, in a purchase, or be willing 

to finance less of the appraised value, in a refinancing, than would otherwise be required by First Horizon. Currently, First Horizon's underwriting 

standards provide that only mortgage loans with certain Loan-to-Value ratios will qualify. If the mortgage loan qualifies, First Horizon waives some of its 

documentation requirements and may eliminate verification of income, employment or assets for the prospective mortgagor. 

First Horizon's underwriting standards generally follow guidelines acceptable to Fannie Mae and Freddie Mac, except for maximum loan size. In 

determining the adequacy of the property as collateral, an independent appraisal is made of each property considered for financing. The appraiser is 

required to inspect the property and verify that it is in good condition and that construction, if new, has been completed. The appraisal is based on the 

appraiser's judgment of values, giving appropriate weight to both the market value of comparable homes and the cost of replacing the property. 

The mortgaged properties may be located in states where, in general, a lender providing credit one single- tinnily property may not seek a 

deficiency judgment against the mortgagor but rather must look solely to the Properly for repayment in the event of foreclosure. See "Legal Aspects of the 
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Loans — Anti-Deficiency Legislation and Other Limitations on Lenders." First Horizon's underwriting standards applicable to all states, including anti-

deficiency states, require that the value of the Property being financed, as indicated by the appraisal, currently supports and is anticipated to support in the 

future the outstanding loan balance, although there can be no assurance that the value of the Property will continue to support the loan balance in the 

. future. 

General Standards for Home Equity and Home Improvement Loans. The applicable prospectus supplement may provide for the seller's 

representations and warranties relating to the home equity/home improvement loans, but if it does not, each seller will represent and warrant that all home 

equity/home improvement loans originated and/or sold by it to the depositor or one of its affiliates will have been underwritten in accordance with 

standards consistent with those utilized by mortgage lenders generally during the period of origination for similar types of loans. 

Underwriting standards are applied by or on behalf of a lender to evaluate the borrower's credit standing and repayment ability, and the value and 

adequacy of the related Property as collateral. In general, a prospective borrower applying for a home equity/home improvement loan is required to fill out 

a detailed application designed to provide to the underwriting officer pertinent credit information, including the principal balance and payment history 

with respect to any senior mortgage, if any. The applicable prospectus supplement may specify whether that credit information will be verified by the 

seller, but if it does not, the credit information supplied by the borrower will be verified by the related seller. As part of the description of the borrower's 

financial condition, the borrower generally is required to provide a current list of assets and liabilities and a statement of income and expenses, as well as 

an authorization to apply for a credit report which summarizes the borrower's credit history with local merchants and lenders and any record of 

bankruptcy. In most cases, an employment verification is obtained from an independent source (typically the borrower's employer) which verification 

reports, among other things, the length of employment with that organization andthe borrower's current salary. If a prospective borrower is self-employed, 

the borrower may be required to submit copies of signed tax returns. The borrower may also be required to authorize verification of deposits at financial 

institutions where the borrower has demand or savings accounts. 
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In determining the adequacy of the Property to be used as collateral, an appraisal will generally be made of each Property considered for 

financing. The appraiser is generally required to inspect the Property, issue a report on its condition and, if applicable, verify construction, if new, has 

been completed. The appraisal is generally based on the market value of comparable homes, the estimated rental income (if considered applicable by the 

appraiser) and the cost of replacing the home. The value of the Property being financed, as indicated by the appraisal, must be such that it currently 

supports, and is anticipated to support in the future, the outstanding loan balance. 

The maximum loan amount will vary depending upon a borrower's credit grade and loan program but will not generally exceed $1,000,000. 

Variations in maximum loan amount limits will be permitted based on compensating factors. Compensating factors may generally include, to the extent 

specified in the related prospectus supplement, low Loan-to-Value Ratio, low debt-to-income ratio, stable employment, favorable credit history and the 

nature of the underlying first mortgage loan, if applicable. 

Each seller's underwriting standards will generally permit home equity/home improvement loans with Loan-to-Value Ratios at origination of up 

to 125% depending on the loan program, type and use of the Property, creditworthiness of the borrower and debt-to-income ratio. If so specified in the 

related prospectus supplement, a seller's underwriting criteria may permit home equity/home improvement loans with Loan-to- Value Ratios at origination 

in excess of 125%, such as for debt consolidation or home improvement purposes. Loan-to-Value Ratios may not be evaluated in the ease of Title I loans. 

After obtaining all applicable employment, credit and Property information, the related seller will use a debt-to-income ratio to assist in 

determining whether the prospective borrower has sufficient monthly income available to support the payments of principal and interest on the mortgage 

loan in addition to other monthly credit obligations. The "debt-to-income ratio" is the ratio of the borrower's total monthly payments to the borrower's 

gross monthly income. The maximum monthly debt-to-income ratio will vary depending upon a bonower's credit grade and loan program but will not 

generally exceed 55%. Variations in the monthly debt-to-income ratio limit will be permitted based on compensating factors to the extent specified in the 

related prospectus supplement. 

In the case of a home equity/home improvement loan secured by a leasehold interest in Property, the title to which is held by a third party lessor, 

the applicable prospectus supplement may provide for the related representations and warranties of the seller, but if it does not, the related seller will 

represent and warrant, among other things, that the remaining term of the lease and any sublease is at least five years longer than the remaining term on the 

home equity/home improvement loan. 

Certain of the types of home equity/home improvement loans that may be included in a trust fund are recently developed and may involve 

additional uncertainties not present in traditional types of loans. For example, certain of the loans may provide for escalating or variable payments by the 

borrower. These types of home equity/home improvement loans are underwritten on the basis of a judgment that the borrowers have the ability to make the 

monthly payments required initially In some instances, a borrower's income may not be sufficient to permit continued loan payments as those payments 

increase. These types of loans may also be underwritten primarily upon the basis of Loan-to-Value Ratios or other favorable credit factors. 

Qualifiealions of Sellers 

Each seller will be required to satisfy the following qualifications. Each seller must be an institution experienced in originating and servicing 

loans of the type contained in the related pool in accordance with accepted practices and prudent guidelines, and must maintain satisfactory facilities to 
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originate and service those loans. Each seller must be a seller/servicer approved by either Fannie Mae or Freddie Mac. Each seller must be a mortgagee 

approved by the FHA or an institution the deposit accounts of which are insured by the FDIC. 

Representations by Sellers; Repurchases 

Each seller will have made representations and warranties in respect of the loans sold by that seller and evidenced by all, or a part, of a. series of 

securities. These representations and warranties may include, among other things: 

• that tide insurance (or in the case of Properties located in areas where title insurance policies are generally not available, an attorney's 

certificate of title) and any required hazard insurance policy were effective at origination of each loan, other than cooperative loans and certain 

home equity loans, and that each policy (or certificate of title as applicable) remained in effect on the date of purchase of the loan from the 

seller by or on behalf of the depositor; 

• that the seller had good title to each loan and the loan was subject to no offsets, defenses, counterclaims or rights of rescission except to the 

extent that any buydown agreement may forgive certain indebtedness of a borrower; 

• that each loan constituted a valid lien on, or a perfected security interest with respect to, the Property (subject only to permissible liens 

disclosed, if applicable, title insurance exceptions, if applicable, and certain other exceptions described in the Agreement) and that the Property 

was free from damage and was in acceptable condition; 

• that there were no delinquent tax or assessment liens against the Property; 

• that no required payment on a loan was delinquent more than the number of days specified in the related prospectus supplement; and 

• that each loan was made in compliance with, and is enforceable under, all applicable local, state and federal laws and regulations in all material 

respects. 

In addition, if any required payment on a mortgage loan was more than 31 days delinquent at any time during the twelve months before the cut-

off date, the related prospectus supplement shall so indicate. 

As to any mortgage loan insured by the FHA or partially guaranteed by the VA, the seller will represent that it has complied with underwriting 

policies of the FHA or the VA, as the case may be. 

If so specified in the related prospectus supplement, the representations and warranties of a seller in respect of a loan will be made not as of the 

cut-off date but as of the date on which the seller sold the loan to the depositor or one of its affiliates, Under those circumstances, a substantial period of 

time may have elapsed between the sale date and the date of initial issuance of the series of smarties evidencing an interest in the loan. Since the 

representations and warranties of a seller do not address events that may occur following the sale of a loan by the seller, its repurchase obligation described 

below will not arise if the relevant event that would otherwise have given rise to such an obligation with respect to a loan occurs after the date of sale of 

the loan by the seller to the depositor or its affiliates or after' the origination of the mortgage loan, as the case may be. In addition, certain representations, 

including the condition of the related Property, will be limited to the extent the seller has knowledge and the seller will be under no obligation to 

investigate the substance of the representation. However, the depositor will not include any loan in the trust fund for any series of securities if anything has 

come to the depositor's attention that would cause it to believe that the representations and warranties of a seller will not be accurate and complete in all 

material respects in respect of the loan as of the date of initial issuance of the related series of securities. If the master servicer is also a seller of loans with 

respect to a particular series of securities, the representations will be in addition to the representations and warranties made by the master servicer in its 

capacity as a master servicer. 
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The master seivicer or the trustee, if the master servicer is the seller, will promptly notify the relevant seller of any breach of any representation or 

warranty made by it in respect of a loan which materially and adversely affects the interests of the securityholders in the loan. If the seller cannot cure the 

breach within 90 days following notice from the master servicer or the trustee, as the ease may be, the applicable prospectus supplement may provide for 

the seller's obligations under those circumstances, but if it does not, then the seller will be obligated either 

• to repurchase the loan from the trust fund at a price (the "Purchase Price") equal to 100% of the unpaid principal balance thereof as of the date 

of the repurchase plus accrued interest thereon to the first day of the month following the month of repurchase at the Loan Rate (less any 

advances or amount payable as related servicing compensation if the seller is the master servicer) or 
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• substitute for the loan a replacement loan that satisfies the criteria specified in the related prospectus supplement. 

If a REMIC election is to be made with respect to a trust fund, the applicable prospectus supplement may provide for the obligations of the 

master seivicer or residual ceitificateholder, but if it does not, the master servicer or a holder of the related residual certificate generally will be obligated 

to pay any prohibited transaction tax which may arise in connection with any repurchase or substitution and the trustee must have received a satisfactory 

opinion of counsel that the repurchase or substitution will not cause the trust fund to lose its status as a REMIC or otherwise subject the trust fund to a 

prohibited transaction tax. The master servicer may be entitled to reimbursement for these tax payments from the assets of the related trust fund or from 

any holder of the related residual certificates. See "Description of the Securities — General." Except in those cases in which the master servicer is the 

th.e master seivicer will be required under the applicable Agreement to enforce this obligation for the benefit of the trustee and the holders of the 

securities, following the practices it would employ in its good faith business judgment were it the owner of the loan. This repurchase or substitution 

obligation will constitute the sole remedy available to holders of securities or the trustee for a breach of representation by a seller. 

Neither the depositor nor the master servicer (unless the master servicer is the seller) will be obligated to purchase or substitute a loan ifs seller 

defaults on its obligation to do so, and no assurance can be given that sellers will carry out their respective repurchase or substitution obligations with 

respect to loans. However, to the extent that a breach of a representation and warranty of a seller may also constitute a breach of a representation made by 

the master servicer, the master servicer may have a repurchase Or substitution obligation as described below under "The Agreements — Assignment of the 

Trust Fund Assets." 

DESCRIPTION OF THE SECURITIES 

Each series of certificates will be issued pursuant to separate agreements (each, a Pooling and Servicing Agreement Or a "Trust Agreement") 

among the depositor, the master servicer and the trustee. A form of Pooling and Servicing Agreement and Trust Agreement has been filed as an exhibit to 

the Registration Statement of which this prospectus forms a part Each series of notes will be issued pursuant to an indenture (the "Indenture) between the 

related trust fund and the entity named in the related prospectus supplement as trustee with respect to the series, and the related loans will be serviced by 

the master servicer pursuant to a Sale and Servicing Agreement. A form of Indenture and Sale and Servicing Agreement has been filed as an exhibit to the 

Registration Statement of which this prospectus forms a part. A series of securities may consist of both notes and certificates. Each Agreement, dated as of 

the related cut-off date, will be among the depositor, the master servicer and the trustee for the benefit of the holders of the securities of the series. The 

provisions of each Agreement will vary depending upon the nature of the securities to be issued thereunder and the nature of the related trust fund. The 

following are descriptions of the material provisions which may appear in each Agreement. The depositor will provide a copy of the Agreement (without 

exhibits) relating to any series without charge upon written request of a holder of record of a security of the series addressed to First Horizon Asset 

Securities Inc., 4000 Horizon Way, Irving, Texas 75063, Attention: Secretary. 

General 

The securities of each series will be issued in book-entry or fully registered form, in the authorized denominations specified in the related 

prospectus supplement, will, in the case of certificates, evidence specified beneficial ownership interests in, and in the case of notes, be secured by, the 

assets of the related trust fiind created pursuant to each Agreement and will not be entitled to payments in respect of the assets included in any other trust 

fund established by the depositor. The applicable prospectus supplement may provide for guarantees or insurance obtained from a governmental entity or 

other person, but if it does not, the Trust Fund Assets will not be guaranteed or insured by any governmental entity or other person. Each trust fund will 

consist of, to the extent provided in the related Agreement, 
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• the Trust Fund Assets, as from time to time are subject to the related Agreement (exclusive of any amounts specified in the related prospectus 

supplement ("Retained Interest")), including all payments of interest and principal received with respect to the loans after the cut-off date (to 

the extent not applied in computing the principal balance of the loans as of the cut-off date (the "Cut-off Date Principal Balance")); 

• the assets required to be deposited in the related Security Account from time to time; 

• Property which secured a loan and which is acquired on behalf of the securityholders by foreclosure or deed in lieu of foreclosure and any 

insurance policies or other forms of credit enhancement required to be maintained pursuant to the related Agreement. 

If so specified in the related prospectus supplement, a trust fund may also include one or more of the following: reinvestment income on 

payments received on the Trust Fund Assets, a reserve fund, a mortgage pool insurance policy, a special hazard insurance policy, a bankniptcy bond, one 

or more letters of credit, a surety bond, guaranties or similar instmments. 

Each series of securities will be issued in one or more classes. Each class of certificates of a series will evidence beneficial ownership of a. 

specified percentage (which may be 0%) or portion of future interest payments and a specified percentage (which may be 0%) or portion of future 

principal payments on, and each class of notes of a series will be secured by, the related Trust Fund Assets. A series of securities may include one or more 

classes that are senior in right to payment to one or inure other classes of securities of the series. Certain series or classes of securities may be covered by 
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insurance policies, surety bonds or other forms of credit enhancement, in each case as described under "Credit Enhancement" in this prospectus and in the 

related prospectus supplement. One or more classes of securities of a series may be entitled to receive distributions of principal, interest or any 

combination thereof Distributions on one or more classes of a series of securities may be made prior to one or snore other classes, after the occurrence of 

specified events, in accordance with a schedule or formula or on the basis of collections from designated portions of the related Trust Fund Assets, in each 

case as specified in the related prospectus supplement. The timing and amounts of distributions may vary among classes or over time as specified in the 

related prospectus supplement. 

Distributions of principal and interest (or, where applicable, of principal only or interest only) on the related securities will be made by the trustee 

on each distribution date (i.e., monthly, quarterly, semi- annually or at such other intervals and on the dates as are specified in the related prospectus 

supplement) in proportion to the percentages specified in the related prospectus supplement. Distributions will be made to the persons in whose names the 

securities arc registered at the close of business on the dates specified in the related prospectus supplement (each, a "Record Date"). Distributions will be 

made in the manner specified in the related prospectus supplement to the persons entitled thereto at the address appearing in the register maintained for 

holders of securities (the "Security Register"); provided, however, that the final distribution in retirement of the securities will be made only upon 

presentation and surrender of the securities at the office or agency of the trustee or other person specified in the notice to securityholders of the final 

distribution. 

The securities will be freely transferable and exchangeable at the corporate trust office of the trustee as set forth in the related prospectus 

supplement. No service charge will be made for any registration of exchange or transfer of securities of any series, but the trustee may require payment of 

a sum sufficient to cover any related tax or other governmental charge. 

Under current law the purchase and holding of a class of securities entitled only to a specified percentage of payments of either interest or 

principal or a notional amount of either interest or principal on the related loans or a class of securities entitled to receive payments of interest and 

principal on the loans only after payments to other classes or after the occurrence of certain specified events by or on behalf of any employee benefit plan 

or other retirement arrangement (including individual retirement accounts and annuities, Keogh plans and collective investment funds in which the plans, 

accounts or arrangements are invested) subject to provisions of the Employee Retirement Income Security Act of 1974, as amended ("ERI SA") or the 

Internal Revenue Code of 1986, as amended (the "Code"), may result in prohibited transactions, within the meaning of ERISA and the Code. See "ERISA 

Considerations." The applicable prospectus supplement may provide for the conditions for transferring a security of that type of class, but if it does not, 

the transfer of securities of that class will not be registered unless the transferee (i) represents that it is not, and is not purchasing on behalf of,  any plan, 

account or arrangement or (ii) provides an opinion of counsel satisfactory to the trustee and the depositor that the purchase of securities of that class by or 

on behalf of a plan, account or arrangement is permissible under applicable law and will not subject the trustee, the master servieer or the depositor to any 

obligation or liability in addition to those undertaken in the Agreements. 

As to each series, an election may be made to treat the related trust fund or designated portions thereof as a "real estate mortgage investment 

conduit" or REM1C as defined in the Code. The related prospectus supplement will specify whether a REMIC election is to be made. Alternatively, the 

Agreement for a series may provide that a REMIC election may be made at the discretion of the depositor or the master seivicer and may only be made if 

certain conditions are satisfied. As to any series for which a REMIC election will be made, the terms and provisions applicable to the making of the 

REMIC election will be set forth in the related prospectus supplement. If a RE MIC election is made with respect to a series, one of the classes will be 

designated as evidencing the sole class of "residual interests" in the related REMIC, as defined in the Code. All other classes of securities in the series will 

constitute "regular interests" in the related REMIC, as defined in the Code. As to each series with respect to which a REMIC election is to be made, the 

master servicer or a. holder of the related residual certificate will be obligated to take all actions required in order to comply with applicable laws and 

regulations and will be obligated to pay any prohibited transaction taxes. The master servicer, unless otherwise provided in the related prospectus 

supplement, will be entitled to reimbursement for these payments from the assets of the trust fund or from any holder of the related residual certificate. 

1)istributions on Securities 

General. In general, the method of determining the amount of distributions on a particular series of securities will depend on the type of credit 

support, if any, that is used with respect to the series. See "Credit Enhancement." Set forth below are descriptions of various methods that may be used to 

determine the amount of distributions on the securities of a particular series. The prospectus supplement for each series of securities will describe the 

method to be used in determining the amount of distributions on the securities of the series. 

Distributions allocable to principal and interest on the securities will be made by the trustee out of, and only to the extent of, funds in the related 

Security Account, including any funds transferred from any reserve fund. As between securities of different classes and as between distributions of 

principal (and, if applicable, between distributions of Principal Prepayments, as defined below, and scheduled payments of principal) and interest, 

distributions made on any distribution date will be applied as specified in the related prospectus supplement. The prospectus supplement will also describe 

the method for allocating distributions among securities of a particular class. 

Available Funds, All distributions on the securities of each series on each distribution date will be made from the Available Funds described 

below, in accordance with the terms described in the related prospectus supplement and specified in the Agreement. "Available Funds" for each 

distribution date will generally equal the amount on deposit in the related Security Account on the distribution date (net of related fees and expenses 

payable by the related trust fund) other than amounts to be held in the Security Account for distribution on future distribution dates. 
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Distributions of Interest. Interest will accrue on the aggregate principal balance of the securities (or, in the case of securities entitled only to 

distributions allocable to interest, the aggregate notional amount) of each class of securities (the "Class Security Balance") entitled to interest from the 

date, at the Pass-Through Rate or interest rate, as applicable (which in either case may be a fixed rate or rate adjustable as specified in the prospectus 

supplement), and foe the periods specified in the prospectus supplement. To the extent funds are available therefor, interest accrued during each specified 

period on each class of securities entitled to interest (other than a class of securities that provides for interest that accrues, but is not currently payable) will 

be distributable on the distribution dates specified in the related prospectus supplement until the aggregate Class Security Balance of the securities of the 

class has been distributed in full or, in the case of securities entitled only to distributions allocable to interest, until the aggregate notional amount of the 

securities is reduced to zero or for the period of time designated in the related prospectus supplement. The original Class Security Balance of each security 

will equal the aggregate distributions allocable to principal to which the security is entitled. Distributions allocable to interest on each security that is not 

entitled to distributions allocable to principal will be calculated based on the notional amount of the security. The notional amount of a security will not 

evidence an interest in or entitlement to distributions allocable to principal but will be used solely for convenience in expressing the calculation of interest 

and for certain other purposes. 
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Interest payable on the securities of a series on a distribution date will include all interest accrued dining the period specified in the related 

prospectus supplement. In the event interest accrues over a per 	ending two or more days prior to a distribution date, the effective yield to 

securityholders will be reduced from the yield that would otherwise be obtainable if interest payable on the security were to accrue through the day 

immediately preceding the distribution date, and the effective yield (at par) to securityholders will be less than the indicated coupon rate, 

With respect to any class of accrual securities, if specified in the related prospectus supplement, any interest that has accrued but is not paid on a 

given distribution date will be added to the aggregate Class Security Balance of the class of securities on that distribution date. Distributions of interest on 

any class of accrual securities will commence only after the occurrence of the events specified in the prospectus supplement. Prior to that time, the 

beneficial ownership interest in the trust fund or the principal balance, as applicable, of the class of accrued securities, as reflected in the aggregate Class 

Security Balance of the class of accrual securities, will increase on each distribution date by the amount of interest that accrued on the class of accrual 

securities during the preceding interest accmal period but that was not required to be distributed to that class on the distribution date. The class of accrual 

securities will thereafter accrue interest on its outstanding Class Security Balance as so adjusted. 

Distributions of Principal . The related prospectus supplement will specify the method by which the amount of principal to be distributed onthe 

securities on each distribution date will be calculated and the manner in which the amount will be allocated among the classes of securities entitled to 

distributions of principal. The aggregate Class Security Balance of any class of securities entitled to distributions of principal generally will be the 

aggregate original Class Security Balance of the class of securities specified in the prospectus supplement, reduced by all distributions reported to the 

holders of the securities as allocable to principal and, 

• in the case of accrual securities, in general, increased by all interest accrued but not then distributable on the accrual securities; and 

• in the case of adjustable rate securities, subject to the effect of negative amortization, if applicable. 

If so provided in the related prospectus supplement, one or more classes of securities will be entitled to receive all or a disproportionate 

percentage of the payments of principal which are received from borrowers in advance of their scheduled due dates and are not accompanied by amounts 

representing scheduled interest due after the month of the payments ("Principal Prepayments') in the percentages and under the circumstances or for the 

periods specified in the prospectus supplement The allocation of Principal Prepayments to a class or classes of securities will have the effect of 

accelerating the amortization of those securities while increasing the interests evidenced by one or more other classes of securities in the trust fund. 

Increasing the interests of the other classes of securities relative to that of certain securities is intended to preserve the availability of the subordination 

provided by the other securities. Sec "Credit Enhancement — Subordination." 

Unscheduled Distributions, if specified in the related prospectus supplement, the securities will be subject to receipt of distributions before the 

next scheduled distribution date under the circumstances and in the manner described below and in the prospectus supplement. If applicable, the trustee 

will be required to make unscheduled distributions on the day and in the amount specified in the related prospectus supplement if, due to substantial 

payments of principal (including Principal Prepayments) on the Tmst Fund Assets, the trustee or the master servicer determines that the funds available or 

anticipated to be available from the Security Account and, if applicable, any reserve fund, may be insufficient to make required distributions on the 

securities on that distribution date. The applicable prospectus supplement may provide for limits on the amount of art unscheduled distribution, but if it 

does not, the amount of any unscheduled distribution that is allocable to principal will not exceed the amount that would otherwise have been required to 

be distributed as principal on the securities on the next distribution date. The applicable prospectus supplement may specify whether the unscheduled 

distribution will include interest, but if it does not, the unscheduled distributions will include interest at the applicable Pass-Through Rate (if any) or 

interest rate Of any) on the amount of the unscheduled distribution allocable to principal for the period and to the date specified in the prospectus 

supplement. 
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Advances 

To the extent provided in the related prospectus supplement the master seivicer will be required to advance on or before each distribution date 

(from its own funds, funds advanced by sub-servicers or funds held in the Security Account for future distributions to the holders of securities of the 

related series), an amount equal to the aggregate of payments of interest andlor principal that were delinquent on the related Determination Date (as that 

term is defined in the related prospectus supplement) and were not advanced by any sub -servicer, subject to the master servicer's determination that those 

advances may be recoverable out of late payments by borrowers, Liquidation Proceeds, Insurance Proceeds (as defined below) or otherwise. In the case of 

cooperative loans, the master servicer also may be required to advance any unpaid maintenance fees and other charges under the related proprietary leases 

as specified in the related prospectus supplement. 

In making advances, the master seivicer will endeavor to maintain a regular flow of scheduled interest and principal payments to holders of the 

securities, rather than to guarantee or insure against losses. If advances are made by the master servicer from cash being held for future distribution to 

securityholdels, the master servicer will replace those funds on or before any future distribution date to the extent that funds in the applicable Security 

Account on the future distribution date would be less than the amount required to be available for distributions to securityholders on that distribution date. 

Any master seivicer funds advanced will be reimbursable to the master servicer out of recoveries on the specific loans with respect to which those 

advances were made (e.g., late payments made by the related borrower, any related Insurance Proceeds, Liquidation Proceeds or proceeds of any loan 

purchased by the depositor, a sub-servicer ore seller pursuant to the related Agreement). Advances by the master servicer (and any advances by a sub-

servicer) also will be reimbursable to the master seivicer (or sub-servicer) from cash otherwise distributable to securityholders (including the holders of 

Senior securities) to the extent that the master servicer determines that the advances previously made are not ultimately recoverable as described above. To 

the extent provided in the related prospectus supplement, the master servicer also will be obligated to make advances, to the extent recoverable out of 

Insurance Proceeds, Liquidation Proceeds or otherwise, in respect of certain taxes and insurance premiums not paid by borrowers on a timely basis. Funds 

so advanced are reimbursable to the master servicer to the extent permitted by the related Agreement. The obligations of the master servicer to make 

advances may be supported by a cash advance reserve fund, a surety bond or other arrangement of the type described in this prospectus under "Credit 

Enhancement," in each case as described in the related prospectus supplement. 

In the event the master servicer or a sub-servicer fails to snake a required advance, the applicable prospectus supplement may specify whether 

another party will have advancing obligations, but if it does not, the trustee will be obligated to make the advance in its capacity as successor servicer. If 

the trustee makes an advance, it will be entitled to be reimbursed for the advance to the same extent and degree as the master seivicer or a sub-servicer is 

entitled to be reimbursed for advances. See "Description of the Securities — Distributions on Securities." 

Reports to Securityholders 

Prior to or concurrently with each distribution on a distribution date the master servicer or the trustee will furnish to each securityholder of record 

of the related series a statement setting forth, to the extent applicable to the related series of securities, among other things: 
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• the amount of the distribution allocable to principal, separately identifying the aggregate amount of any Principal Prepayments arid if so 

specified in the related prospectus supplement, any applicable prepayment penalties included in the distribution; 

• the amount of the distribution allocable to interest; 

• the amount of any advance; 

• the aggregate amount (a) otherwise allocable to the Subordinated Securityholders on the distribution date, and (b) withdrawn from the reserve 

fund, if any, that is included in the amounts distributed to the Senior Securityholders; 

• the outstanding principal balance or notional amount of each class of the related series after giving effect to the distribution of principal on the 

distribution date; 

• the percentage of principal payments on the loans (excluding prepayments), if any, which each class will be entitled to receive on the following 

distribution date; 

• the percentage of Principal Prepayments on the loans, if any, which each class will be entitled to receive on the following distribution date; 

• the related amount of the servicing compensation retained Or withdrawn from the Security Account by the master servicer, and the amount of 

additional servicing compensation received by the master servicer attributable to penalties, fees, excess Liquidation Proceeds and other similar 

charges and items; 

• the number and aggregate principal balances of loans (A) delinquent (exclusive of loans in foreclosure) 1 to 30 days, 31 to 60 days, 61 to 90 

days and 91 or more days and (B) in foreclosure and delinquent 1 to 30 days, 31 to 60 days, 61 to 90 days and 91 or more days, as of the close 
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of business on the last day of the calendar month preceding the distribution date; 

• the book value of any real estate acquired through foreclosure or grant of a deed in lieu of foreclosure; 

• the Pass-Through Rate or interest rate, as applicable, if adjusted from the date of the last statement, of any class expected to be applicable to 

the next distribution to that class; 

• if applicable, the amount remaining in any reserve fund at the close of business on the distribution date; 

• if applicable, the amount of the Pre-Funding Amount deployed by the trustee to purchase Subsequent Loans (as defined herein) during the 

preceding collection period; 

• the Pass-Through Rate or interest rate, as applicable, as of the day prior to the immediately preceding distribution date; 

• any amounts remaining under letters of credit, pool policies or other forms of credit enhancement; and 

• the servicing fee payable to the master servicer and any subseivicer, if applicable. 

Where applicable, any amount set forth above may be expressed as a dollar amount per single security of the relevant class having the percentage 

interest specified in the related prospectus supplement. The report to securityholders for any series of securities may include additional or other 

information of a similar nature to that specified above. 
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In addition, within a reasonable period of time after the end of each calendar year, the master son/jeer or the trustee will mail to each 

securityholder of record at any time during that calendar year a report as to (a) the aggregate of amounts reported pursuant to (i) and (ii) above for that 

calendar year or, in the event the person was a securityholder of record dining a portion of that calendar year, for the applicable portion of that calendar 

year and (b) such other customary information as may be deemed necessary or desirable for securityholders to prepare their tax returns. 

Categories of Classes of Securities 

The securities of any series may be comprised of one or more classes. These classes, in general, fall into different categories. The following chart 

identifies and generally defines certain of the more typical categories. The prospectus supplement for a series of securities may identify the classes which 

comprise the series by reference to the following categories. 

Component Securities 

Non-Accelerated Senior or NAS 

Notional Amount Securities 

DEFINITION 

A class that receives principal payments from the accreted interest from specified 
Accrual classes. An accretion directed class also may receive principal payments 
from principal paid on the underlying Trust Fund Assets for the related series. 

A class consisting of "components." The components of a class of component 
securities may have different principal and/or interest payment characteristics but 
together constitute a single class. Each component of a class of component securities 
may be identified as falling into one or snore of the categories in this chart. 

A class that, for the period of time specified in the related prospectus supplement, 
generally will not receive (in other words, is locked out of) (1) principal 
prepayments on the underlying Mortgage Assets that are allocated disproportionately 
to the senior certificates because of the shifting interest structure of the certificates in 
the trust and/or (2) scheduled principal payments on the underlying Mortgage Assets, 
as specified in the related prospectus supplement. During the lock-out period, the 
portion of the principal distributions on the underlying Mortgage Assets that the 
NAS class is locked out of will be distributed to the other classes of senior 
certificates. 

A class having no principal balance and bearing interest on the related notional 
amount. The notional amount is used for purposes of the determination of interest 
distributions. 

CATEGORIES OF CLASSES 

Principal Types 

Accretion Directed 
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Planned Principal Class or PAC'S A class that is designed to receive principal payments using a predetermined 
principal balance schedule derived by assuming two constant prepayment rates for 
the underlying Trust Fund Assets. These two rates are the endpoints for the 
"structuring range" for the planned principal class. The planned principal classes in 
any series of certificates May be subdivided into different categories (e.g., primary 
planned principal classes, secondary planned principal classes and so forth) having 
different effective structuring ranges and different principal payment priorities. The 
structuring range for the secondary planned principal class of a series of certificates 
will be narrower than that for the primary planned principal class of the series. 
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CATEGORIES OF CLASSES 

Scheduled Principal Class 

Sequential Pay 

Super Senior 

Strip 

Support Class (also sometimes referred to as "companion 
classes") 

Targeted Principal Class or TACs 

Interest Types 

Fixed Rate 

DEFINITION 

A class that is designed to receive principal payments using a predetermined 
principal balance schedule but is not designated as a Planned Principal Class or 
Targeted Principal class. In many cases, the schedule is derived by assuming two 
constant prepayment rates for the underlying Trust Fund Assets, These two rates are 
the endpoints for the "stmeturing range" for the scheduled principal class. 

Classes that receive principal payments in a prescribed sequence, that do not have 
predetermined principal balance schedules and that under all circumstances receive 
payments of principal continuously from the first distribution date on which they 
receive principal until they are retired. A single class that receives principal 
payments before or after all other classes in the same series of securities may be 
identified as a sequential pay class. 

A class that will not bear its proportionate share of realized losses (other than excess 
losses) as its share is directed to another class, referred to as the "support. class" until 
the class certificate balance of the support class is reduced to zero. 

A class that receives a constant proportion, or "strip," of the principal payments on 
the underlying Trust Fund Assets. 

A class that receives principal payments on any distribution date only if scheduled 
payments have been made on specified planned principal classes, targeted principal 
classes and/or Scheduled Principal Classes. 

A class that is designed to receive principal payments using a predetermined 
principal balance schedule derived by assuming a single constant prepayment rate 
for the underlying Trust Fund Assets. 

A class with an interest rate that is fixed throughout the life of the class. 
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CATEGORIES OF CLASSES 

Floating Rate 

Inverse Floating Rate 

Variable Rate 

DEFINITION 

A class with an interest rate that resets periodically based upon a designated index 
and that varies directly with changes in the index. 

A class with an interest rate that resets periodically based upon a designated index 
and that varies inversely with changes in the index, 

A class with an interest rate that resets periodically and is calculated by reference to 
the rate or rates of interest applicable to specified assets or inshuments (e.g., the 
Loan Rates borne by the underlying loans). 
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Interest Only 

Principal Only 

Partial Accrual 

Accrual 

A class that receives some or all of the interest payments made on the underlying 
Trust Fund Assets and little or no principal. Interest Only classes have either a 
nominal principal balance or a notional amount. A nominal principal balance 
represents actual principal that will be paid on the class. It is referred to as nominal 
since it is extremely small compared to other classes. A notional amount is the 
amount used as a reference to calculate the amount of interest due on an Interest Only 
class that is not entitled to any distributions in respect of principal. 

A class that does not bear interest and is entitled to receive only distributions in 
respect of principal. 

A class that accretes a portion of the amount of accrued interest thereon, which 
amount will be added to the principal balance of that class on each applicable 
distribution date, with the remainder of the accrued interest to be distributed 
currently as interest on that class. This accretion may continue until a specified event 
has occurred or until the Partial Accrual class is retired. 

A class that accretes the amount of accrued interest otherwise distributable on that 
class, which amount will be added as principal to the principal balance of that class 
on each applicable distribution date. The accretion may continue until some specified 
event has occurred or until the Accrual class is retired, 

Indices Applicable to Floating Rate and Inverse Floating Rate Classes 

LIBOR 

The applicable prospectus supplement may specify some other basis for determining LIBOR, but if it does not, on the LIBOR determination date 
(as defined in the related prospectus supplement) for each class of certificates of a series for which the applicable interest rate is determined by reference 
to an index denominated as LIBOR, the person designated in the related Pooling and Servicing Agreement as the calculation agent will determine LIBOR 
in accordance with one of the two methods described below (which method will be specified in the related prospectus supplement): 
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LIBO Method 

If using this method to calculate LIBOR, the calculation agent will determine LIBOR by reference to the quotations, as set forth on the Reuters 
Screen LIBO Page, offered by the principal London office of each of four reference banks meeting the criteria set forth in this prospectus for making one-
month United States dollar deposits to prime banks in the London interbank market, as of approximately 11:00 a.m. (London time) on the LIBOR 
determination date. In lieu of relying on the quotations for those reference banks that appear at the time on the Reuters Screen LIBO Page, the calculation 
agent will request each of the reference banks to provide the offered quotations at the time. 

Under this method LIBOR will be established by the calculation agent on each LIBOR determination date as follows: 

(a) If on any LIBOR determination date two or more reference banks provide offered quotations, LIBOR for the next interest accrual period 
shall be the arithmetic mean of the offered quotations (rounded if necessary to the nearest one hundred-thousandth of a percentage point). 

(b) If on any LIBOR determination date only one or none of the reference banks provides offered quotations, LIBOR for the next interest 
accrual period shall be the reserve interest rate. 

The reserve interest rate shall be the rate per annum which the calculation agent determines to be the arithmetic mean (rounded if necessary to 
the nearest one hundred- thousandth of a percentage point) of the one-month United States dollar lending rates that major New York City banks selected 
by the calculation agent are quoting, at approximately 11.00 am. New York City time on the relevant LIBOR determination date, to leading European 
banks to which the quotations are, in the opinion of the calculation agent being so made. 

Each reference bank shall be a major bank in the London interbank market. 

BRA Method 

If using this method of determining LIBOR, the calculation agent will determine LIBOR on the basis of the British Bankers' Association "Interest 
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Settlement Rate" for one-month deposits in United States dollars as found on Telerate page 3750 as of 11:00 am. London time on each LIBOR 

determination date. Interest Settlement Rates currently are based on rates quoted by eight British Bankers' Association designated banks as being, in the 

view of the banks, the offered rate at which deposits are being quoted to prime banks in the London interbank market The Interest Settlement Rates are 

calculated by eliminating the two highest rates and the two lowest rates, averaging the four remaining rates, canying the result (expressed as a percentage) 

out to six decimal places, and rounding to five decimal places. 

If on any LIBOR determination date, the calculation agent is unable to calculate LIBOR in accordance with the method set forth in the 

immediately preceding paragraph, LIBOR for the next interest accmal period shall be calculated in accordance with the LIBOR method described under 

"LIBO Method." 

The establishment of LIBOR on each LIBOR determination date by the calculation agent and its calculation of the rate of interest. for the 

applicable classes for the related interest accrual period shall (in the absence of manifest error) be final and binding. 

The Eleventh District Cost of Funds Index is designed to represent the monthly weighted average cost of funds for savings institutions in 

Arizona, California and Nevada that are member institutions of the Eleventh Federal Home Loan Bank District (the "Eleventh District"). The Eleventh 

District Cost of Funds Index for a particular month reflects the interest costs paid on all types of funds held by Eleventh District member institutions and is 

calculated by dividing the cost of funds by the average of the total amount of those funds outstanding at the end of that month and of the prior month and 

annualizing and adjusting the result to reflect the actual number of days in the particular month. If necessary, before these calculations are made, the 

component figures are adjusted by the Federal Home Loan Bank of San Francisco ("FHLB SF") to neutralize the effect of events such as member 

institutions leaving the Eleventh District or acquiring institutions outside the Eleventh District. The Eleventh District Cost of Funds Index is weighted to 

reflect the relative amount of each type of funds held at the end of the relevant month. The major components of funds of Eleventh District member 

institutions are: savings deposits, time deposits, FHLBSF advances, repurchase agreements and all other borrowings. Because the component funds 

represent a variety of maturities whose costs may react in different ways to changing conditions, the Eleventh District Cost of Funds Index does not 

necessarily reflect current market rates. 
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A number of factors affect the performance of the Eleventh District Cost of Funds Index, which may cause it to move in a manner different from 

indices tied to specific interest rates, such as United States Treasury bills or LIBOR. Because the liabilities upon which the Eleventh District Cost of Funds 

Index is based were issued at various times under various market conditions and with various maturities, the Eleventh District Cost of Funds Index may 

not necessarily reflect the prevailing market interest rates on new liabilities of similar maturities. Moreover, as stated above, the Eleventh District Cost of 

Funds Index is designed to represent the average cost of funds for Eleventh District savings institutions for the month prior to the month in which it its due 

to be published. Additionally, the Eleventh District Cost of Funds Index may not necessarily move in the same direction as market interest rates at all 

times, since as longer term deposits or borrowings mature and are renewed at prevailing market interest rates, the Eleventh District Cost of Funds Index is 

influenced by the differential between the prior and the new rates on those deposits or borrowings. In addition, movements of the Eleventh District Cost of 

Funds Index, as compared to other indices tied to specific interest rates, may be affected by changes instituted by the FHLBSF in the method used to 

calculate the Eleventh District Cost of Funds Index. 

The FHLBSF publishes the Eleventh District Cost of Funds Index in its monthly Information Bulletin. Any individual may request regular 

receipt by mail of Information Bulletins by writing the Federal Home Loan Bank of San Francisco, P.O. Box 7948, 600 California Street, San Francisco, 

California 94120, or by calling (415) 616-1000. The Eleventh District Cost of Funds Index may also be obtained by calling the FHLBSF at (415) 616- 

2600. 

The FHLBSF has stated in its Information Bulletin that the Eleventh District Cost of Funds Index for a month 'will be announced on or near the 

last working day" of the following month and also has stated that it "cannot guarantee the announcement" of the index on an exact date. So long as the 

index for a month is announced on or before the tenth day of the second following month, the interest rate for each class of securities of a series as to 

which the applicable interest rate is determined by reference to an index denominated as COPT (each, a class of "COFI securities") for the Interest Accrual 

Period commencing in the second following month will be based on the Eleventh District Cost of' Funds Index for the second preceding month. If 

publication is delayed beyond the tenth day, the interest rate will be based on the Eleventh District Cost of Funds Index for the third preceding month. 

The applicable prospectus supplement may specify some other basis for determining COFI, but slit does not, then if on the tenth day of the month 

in which any interest accrual period commences for a class of COFI certificates the most recently published Eleventh Distdct Cost. of Funds Index relates 

to a month before the third preceding month, the index for the current interest accrual period and for each succeeding interest accrual period will, except as 

described in the next to last sentence of this paragraph, be based on the National Monthly Median Cost of Funds Ratio to SAM-Insured Institutions (the 

"National Cost of Funds Index") published by the Office of Thrift Supervision (the "OTS") for the third preceding month (or the fourth preceding month if 

the National Cost of Funds index for the third preceding month has not been published on the tenth day of an interest accrual period). Information on the 

National Cost of Funds Index may be obtained by writing the or s at 1700 G Street, N.W,, Washington, D.C. 20552 or calling (202) 906-6677, and the 

current National Cost of Funds Index may be obtained by calling (202) 906-6988. If on the tenth day of the month in which an interest accrual period 

commences the most recently published National Cost of Funds Index relates to a month before the fourth preceding month, the applicable index for the 

interest accrual period and each succeeding interest accrual period will be based on LIBOR, as determined by the calculation agent in accordance with the 
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Agreement relating to the series of certificates. A change of index from the Eleventh District Cost of Funds Index to an alternative index will result in a 

change in the index level and could increase its volatility, particularly if LIBOR is the alternative index. 

The establishment of COFI by the calculation agent and its calculation of the rates of interest for the applicable classes for the related interest 

accrual period shall (in the absence of manifest error) be final and binding. 
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Treasury Index 

The applicable prospectus supplement may specify some other basis for determining and defining the Treasury index, but if it does not, on the 

Treasury index determination date for each class of securities of a series for which the applicable interest rate is determined by reference to an index 

denominated as a Treasury index, the calculation agent will ascertain the Treasury index for Treasury securities of the maturity and for the period (or, if 

applicable, date) specified in the related prospectus supplement. The Treasury index for any period means the average of the yield for each business day 

during the specified period (and for any date means the yield for the date), expressed as a per annum percentage rate, on U.S. Treasury securities adjusted 

to the "constant maturity" specified in the prospectus supplement or if no "constant maturity" is so specified, U.S. Treasury securities trading on the 

secondary market having the maturity specified in the prospectus supplement, in each case as published by the Federal Reserve Board in its Statistical 

Release No. H.15 (519). Statistical Release No. H.15 (519) is published on Monday or Tuesday of each week and may be obtained by writing or calling 

the Publications Department at the Board of Governors of the Federal Reserve System, 21st and C Streets, Washington, D.C. 20551 (202) 452-3244. If the 

calculation agent has not yet received Statistical Release No. H. 15 (519) for a week, then it will use the Statistical Release from the preceding week. 

Yields on US. Treasury securities at "constant maturity" are derived from the U.S. Treasury's daily yield curve. This curve, which relates the 

yield on a security to its time to maturity, is based on the closing market bid yields on actively traded Treasury securities in the over-the-counter market. 

These market yields are calculated from composites of quotations reported by five leading U.S. Government securities dealers to the Federal Reserve 

Bank of New Yolk. This method provides a yield for a given maturity even if no security with that exact maturity is outstanding. In the event that the 

Treasury Index is no longer published, a new index based upon comparable data and methodology will be designated in accordance with the Agreement 

relating to the particular series of securities. The Calculation Agent's determination of the Treasury Index, and its calculation of the rates of interest for the 

applicable classes for the related Interest Accrual Period shall (in the absence of manifest enor) be final and binding. 

Prime Rate 

The applicable prospectus supplement may specify the party responsible for determining the Prime Rate, but if it does not, on the Prime Rate 

Determination Date (as that term is defined in the related prospectus supplement) for each class of securities of a series as to which the applicable interest 

rate is determined by reference to an index denominated as the Prime Rate, the calculation agent will ascertain the Prime Rate for the related interest 

accrual period. The applicable prospectus supplement may provide for the means of determining the Prime Rate, but if it does not, the Prime Rate for an 

interest accnial period will be the "Prime Rate" as published in the "Money Rates" section of The Wall Street Journal (or if not so published, the "Prime 

Rate" as published in a newspaper of general circulation selected by the calculation agent in its sole discretion) on the related Prime Rate Determination 

Date. If a prime rate range is given, then the average of the range will be used. In the event that the Prime Rate is no longer published, a new index based 

upon comparable data and methodology will be designated in accordance with the Agreement relating to the particular series of securities. The calculation 

agent's determination of the Prime Rate and its calculation of the rates of interest for the related interest accrual period shall (in the absence of manifest 

error) be final and binding. 

Book- cut!)' Registration of Securities 

As described in the related prospectus supplement, if not issued in fully registered form, each class of securities will be registered as book-entry 

securities. Persons acquiring beneficial ownership interests in the securities ("Security Owners") will hold their securities through the Depository Trust 

Company ("DTC") in the United States, or Clearstream, Luxembourg or Euroclear (in Europe) if they are participants of those systems, or indirectly 

through organizations which are participants in those systems. The book-entry securities will be issued in one or more certificates which equal the 

aggregate principal balance of the securities and will initially be registered in the name of Cede Sc Co., the nominee of DTC. Clearstream, Luxembourg 

and Euroclear will hold omnibus positions on behalf of their participants through customers' securities accounts in Clearstream, Luxembourg's and 

Euroclear's names on the books of their respective depositories which in turn will hold those positions in customers' securities accounts in the 

depositories' names on the books of DTC. Citibank, N.A., will act as depositary for Clearstream, Luxembourg and JP Morgan Chase Bank will act as 

depositary for Euroclear (in those capacities, individually the "Relevant Depositary" and collectively the "European Depositories"). Except as described 

below, no person acquiring a book-entry security (each, a "beneficial owner") will be entitled to receive a physical certificate representing the seculity (a 

"Definitive Security"). Unless and until Definitive Securities are issued, it is anticipated that the only "securityholders" of the securities will be Cede & 

Co., as nominee of DTC. Security Owners are only pemiitted to exercise their rights indirectly through the participating organizations that use the services 

of DTC, including securities brokers and dealers, banks and trust companies and clearing corporations and certain other organizations and DTC. 
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A Security Owner's ownership of a hook-entry security will be recorded on the records of the brokerage film, bank, thrift institution or other 
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financial intermediary (each, a "Financial Intermediary') that maintains the beneficial owner's account for that purpose. In turn, the Financial 

Intermediary's ownership of the book-entry security will be recorded on the records of DTC (or of a participating firm that acts as agent for the Financial 

Intermediary, whose interest will in turn be recorded on the records of DTC, if the beneficial owner's Financial Intermediary is not a DTC participant, and 

on the records of Clearstrearn Luxembourg or Euroclear, as appropriate). 

Security Owners will receive all distributions of principal of, and interest on, the securities from the applicable trustee through DTC and DTC 

participants. While the securities are outstanding (except under the circumstances described below), under the rules, regulations and procedures creating 

and affecting DTC and its operations (the "Rules"), DTC must make book-entry transfers among participants on whose behalf it acts with respect to the 

securities and is required to receive and transmit distributions of principal of, and interest on, the securities. Participants and organizations that have 

indirect access to the DTC system, such as banks, brokers, dealers, trust companies and other indirect participants that clear through or maintain a 

custodial relationship with a participant, with whom Security Owners have accounts for securities are similarly required to make book-entry transfers and 

receive and transmit those distributions on behalf of their respective Security Owners. Accordingly, although Security Owners will not possess physical 

certificates, the Rules provide a mechanism by which Security Owners will receive distributions and will be able to transfer their interest. 

Security Owners will not receive or be entitled to receive certificates representing their respective interests in the book-entry securities, except 

under the limited circumstances described below. Unless arid until Definitive Securities are issued, Security Owners who are not participants may transfer 

ownership of securities only through participants and indirect participants by instructing them to transfer securities, by book-entry transfer, through DTC 

for the account of the purchasers of the securities, which account is maintained with their respective participants. Under the Rides and in accordance with 

DTC's normal procedures, transfers of ownership of securities will be executed through DTC and the accounts of the respective Participants at DTC will 

be debited and credited. Similarly, the participants and indirect participants will make debits or credits, as the case may be, on their records on behalf of 

the selling and purchasing Security Owners. 

Because of time zone differences, credits of securities received in Clearstrearn, Luxembourg or Euroclear as a result of a transaction with a 

participant will be made during subsequent securities settlement processing and dated the business day following the lyre settlement date. Those credits or 

any transactions in those securities will be reported to the relevant Eurocleal or Clearstream, Luxembourg participants on the business day following the 

DTC settlement date. Cash received in Clearstrearn, Luxembourg or Euroclear as a result of sales of securities by or through a Clearstream, Luxembourg 

participant or Euroclear participant to a D'TC participant will be received with value on the DTC settlement date but will be available in the relevant 

Clearstream, Luxembourg or Euroclear cash account only as of the business day following settlement in DTC. For information with respect to tax 

documentation procedures relating to the notes, see "Material Federal Income Tax Consequences —Tax Treatment of Foreign Investors" and " — Tax 

Consequences to Holders of the Notes — Backup Withholding" in this prospectus and "Global Clearance, Settlement and Tax Documentation Procedures 

— Certain U.S. Federal Income Tax Documentation Requirements" in Annex I attached to this prospectus. 

Transfers between participants will occur in accordance with DTC rules. Transfers between Clearstrearn, Luxembourg participants and Euroclear 

participants will occur in accordance with their respective rules and operating procedures. 
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Cross-market transfers between persons holding directly or indirectly through DTC, on the one hand, and directly or indirectly through 

Clearstream, Luxembourg participants or Ersoclear participants, on the other, will be effected in DTC in accordance with DTC rules on behalf of the 

relevant European international clearing system by the Relevant Depositary. However, these cross-market transactions wilt require delivery of instructions 

to the relevant European international clearing system by the counterparty in that system in accordance with its rules and procedures and within its 

established deadlines (European time). The relevant European international clearing system will, if the transaction meets its settlement requirements, 

deliver instructions to the Relevant Depositary to take action to effect final settlement on its behalf by delivering or receiving securities in DTC, and 

making or receiving payment in accordance with normal procedures for same day funds settlement applicable to DTC. Clearstrearn, Luxembourg 

participants and Euroclear participants may not deliver instructions directly to the European Depositories. 

DTC, which is a New York-chartered limited purpose trust company, performs services for its participants, some of which (or their 

representatives) own DTC. In accordance with its normal procedures, DTC is expected to record the positions held by each DTC participant in the book-

entry securities, whether held for its own account or as a nominee for another person. In general, beneficial ownership of book-entry securities will be 

subject to the rules, regulations and procedures governing DTC and DTC participants as in effect from time to time, 

Clearstream Banking, Societe anonyrne, 67 Bd Grande-Du.chesse Charlotte, L-2967 Luxembourg ("Clearstream, Luxembourg"), was 

incorporated in 1970 as "Cedel S.A," a company with limited liability under Luxembourg law (a societe anonyme). Cedel S.A. Subsequently changed its 

name to Cedelbank. On January 10, 2000, Cedelbank's parent company, Cedel International, societe anonyme merged its clearing, settlement and custody 

business with that of Deutsche Borse Clearing AG. The merger involved the transfer by Cedel International of substantially all of its assets and liabilities 

to a new Luxembourg company, New Cedel International, societe anonyme, which is 50% owned by Cedel International and 50% owned by Deutsche 

Borse Clearing .AG's parent company Deutsche Horse AG. The shareholders of these two entities are banks, securities dealers and financial institutions. 

Cedel International currently has 92 shareholders, including U.S. financial institutions or their subsidiaries. No single entity may own more than 5 percent 

of Cedel International's stock. 

Further to the merger, the Board of Directors of New Cedel International decided to re-name the companies in the group to give them a cohesive 

brand name. The new brand name that was chosen is "Clearstream." With effect from January 14, 2000 New Cedel international has been renamed 

RFJN_EX 18_00000323 

0360 



"Clearstrearn International, societe anonyme," On January 18, 2000, Cedelbank was renamed "Clearstream Banking, societe anonyme," and Cedel Global 

Services was renamed "Clearsteam Services, societe anonyme." 

On January 17, 2000 Deutsche Borse Clearing AG was renamed "Clearstream Banking AG." This means that there are now two entities in the 

corporate group headed by Clearstream International which share the name "Clearsteam Banking," the entity previously named "Cedelbank" and the 

entity previously named "Deutsche Borsc Clearing AG." 

Clearstream, Luxembourg holds securities for its customers and facilitates the clearance and settlement of securities transactions between 

Clearstrearn, Luxembourg participants through electronic book-entry changes in accounts of Clearstream, Luxembourg participants, thereby eliminating 

the need for physical movement of securities. Transactions may be settled in Clearstrearn, Luxembourg in any of 36 currencies, including United States 

dollars. Clearstream, Luxembourg provides to its participants, among other things, services for safekeeping, administration, clearance and settlement of 

internationally traded securities and securities lending and borrowing. Clearstream, Luxembourg also deals with domestic securities markets in over 30 

countries through established depository and custodial relationships. Clearstream, Luxembourg is registered as a bank in Luxembourg, and as such is 

subject to regulation by the Commission de Surveillance du Secteur Financier, which supervises Luxembourg banks. Clearstream, Luxembourg's 

participants are world-wide financial institutions including underwriters, securities brokers and dealers, banks, trust companies and clearing corporations, 

Clearstream, Luxembourg's U.S. participants are limited to securities brokers and dealers and banks, Currently, Clearstream, Luxembourg has 

approximately 2,000 customers located in over 80 countries, including all major European countries, Canada and the United States. Indirect access to 

Clearstream, Luxembourg is also available to other institutions that clear through or maintain a custodial relationship with an account holder of 

Clearstream, Luxembourg. Clearstream, Luxembourg has established an electronic bridge with Morgan Guaranty Trust Company of New York as the 

operator of the Euroclear System ("MGT/E0C") in Brussels to facilitate settlement of trades between Clearstream, Luxembourg and MGT/EOC. 
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Euroclear was created in 1968 to hold securities for its participants and to clear and settle transactions between Euroclear participants through 

simultaneous electronic book-entry delivery against payment, thereby eliminating the need for physical movement of securities and any risk from lack of 

simultaneous transfers of securities and cash. Transactions may be settled in any of 32 currencies, including United States dollars. Euroclear includes 

various other services, including securities lending and borrowing and deals with domestic securities markets in several counties generally similar to the 

arrangements for cross-market transfers with DTC described above. Euroclear is operated by MGT/EOC under contract with Euroclear Clearance Systems 

S.C., a Belgian cooperative corporation. All operations are conducted by MGT/EOC, and all Euroclear securities clearance accounts and Euroclear cash 

accounts are accounts with the Euroclear Operator, not Euroclear Clearance Systems, S.C. Euroclear Clearance Systems S.C. establishes policy for 

Euroclear on behalf of Euroelear participants. Euroclear Participants include banks (including central banks), securities brokers and dealers and other 

professional financial intermediaries. Indirect access to Euroclear is also available to other firms that clear through or maintain a custodial relationship 

with a Euroclear participant, either directly or indirectly. 

MGT/EOC is the Belgian branch of a New York banking corporation which is a member bank of the Federal Reserve System. As such, it is 

regulated and examined by the Board of Governors of the Federal Reserve System and the New York State Banking Department, as well as the Belgian 

Banking Commission. 

Securities clearance accounts and cash accounts with MGT/EOC are governed by the Terms and Conditions Governing Use of Euroclear and the 

related Operating Procedures of the Euroclear System and applicable Belgian law (collectively, the "Terms and Conditions"). The Terms and Conditions 

govern transfers of securities and cash within Euroclear, withdrawals of securities and cash from Euroclear, and receipts of payments with respect to 

securities in Euroclear. All securities in Euroclear are held on a fungible basis without attribution of specific certificates to specific securities clearance 

accounts. MGT/E0C acts under tire Terms and Conditions only on behalf of Euroclear Participants, and has no record of or relationship with persons 

holding through Euroclear Participants. 

Under a book-entry format, beneficial owners of the book-entry securities may experience some delay in their receipt of payments, since those 

payments will be forwarded by the trustee to Cede & Co., as nominee of DTC. Distributions with respect to securities held through Clearstream, 

Luxembourg or Euroclear will be credited to the cash accounts of Clearstream, Luxembourg participants or Euroclear participants in accordance with the 

relevant system's rules and procedures, to the extent received by the Relevant Depositary. Those distributions will be subject to tax reporting in 

accordance with relevant United States tax laws and regulations. See "Material Federal Income Tax Consequences — Tax Treatment of Foreign Investors" 

and" —Tax Consequences to Holders of the Notes — Backup Withholding" in this prospectus and "Global Clearance, Settlement and Tax 

Documentation Procedures — Certain U.S. Federal Income Tax Documentation Requirements" in Annex I attached to this prospectus. Because DTC can 

only act on behalf of Financial Intermediaries, the ability of a Security Owner to pledge book-entry secmities to persons or entities that do not participate 

in the depository system may be limited due to the lack of physical certificates for the book-entry securities. In addition, issuance of the book-entry 

securities in book-entry form may reduce the liquidity of those securities in the secondary market since certain potential investors may be unwilling to 

purchase securities for which they cannot obtain physical certificates. 

Monthly and annual reports on the Trust will be provided to Cede & Co., as nominee of DTC, and may be made available by Cede & Co. to 

Security Owners upon request, in accordance with the Rules, and to the Financial Intermediaries to whose DTC accounts the book-entry securities of those 

Security Owners are credited. 

DTC has advised the depositor and the trustee that, unless and until Definitive Securities are issued, DTC will take any action permitted to be 
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taken by the holders of the book-entry securities under the applicable Agreement only at the direction of one or more Financial Intermediaries to whose 

DTC accounts the book-entry securities are credited, to the extent that the actions are taken on behalf of Financial Intermediaries whose holdings include 

the book-entry securities. Clearstream, Luxembourg or MGT/E0C., as the case may be, will take any other action permitted to be taken by a securityholder 

under the Agreement on behalf of a Clearstream, Luxembourg participant or Euroclear participant only in accordance with its relevant rules and 

procedures and subject to the ability of the Relevant Depositary to effect the actions on its behalf through DTC. Div may take actions, at the direction of 

the related participants, with respect to some securities which conflict with actions taken with respect to other securities. 
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The applicable prospectus supplement may specify when and for what reasons Definitive Securities may be issued, but if it does not Definitive 

Securities will be issued to Security Owners or their nominees, rather than to DTC, only if 

• DTC or the depositor advises the trustee in writing that DTC is no longer willing, qualified or able to discharge properly its responsibilities as 
nominee and depository with respect to the book-entry securities and the depositor or the trustee is unable to locate a qualified successor; 

• the depositor, at s sole option, elects to terminate the book-entry system through DTC; or 

• after the occurrence of an event of default under the applicable Agreement, beneficial owners of securities representing not less than 51% of 
the aggregate percentage interests evidenced by each class of securities of the related series issued as book-entry securities advise the trustee 

and the DTC through the financial intermediaries in writing that the continuation of a book-entry system through DTC, or a successor to it, is 

no longer in the best interests of the beneficial owners. 

Upon the availability of Definitive Securities, the applicable trustee will be required to notify all Security Owners of the occurrence of the event 

resulting in their availability and the availability through DTC of Definitive Securities. Upon surrender by DTC of the global certificate or certificates 

representing the book-entry securities and instructions for re-registration, the applicable trustee will issue Definitive Securities, and thereafter the 

applicable trustee will recognize the holders of Definitive Securities as securityholders under the applicable Agreement. 

Although DTC, Clearstreant, Luxembourg and Euroclear have agreed to the foregoing procedures in order to facilitate transfers of securities 

among participants of DTC, Clearstream, Luxembourg and Euroclear, they are under no obligation to perform or continue to perform those procedures and 

those procedures may be discontinued at any time. 

The foregoing information with respect to DTC, Clearstream, Luxembourg and Euroclear has been provided for informational purposes only and 

is not a representation, warranty or contract modification of any kind by DTC, Cleaistream, Luxembourg or Euroclear. 

None of the master servicer, the depositor or the trustee will have any responsibility for any aspect of the records relating to or payments made on 

account of beneficial ownership interests of the book-entry securities held by Cede & Co., as nominee of DTC, or for maintaining, supervising or 

reviewing any records relating to the beneficial ownership interests. 

CREDIT ENHANCEMENT 

General 

Credit enhancement may be provided with respect to one or more classes of a series of securities or with respect to the related Trust Fund Assets. 

Credit enhancement may be in the form of a limited financial guaranty policy issued by an entity named in the related prospectus supplement, the 

subordination of one or more classes of the securities of the series, the establishment of one or more reserve funds, the use of a cross- collateralization 

feature, use of a mortgage pool insurance policy, FHA Insurance, VA Guarantee, bankruptcy bond, special hazard insurance policy, surety bond, letter of 

credit, guaranteed investment contract, overcollateralization, or another method of credit enhancement contemplated in this prospectus or described in the 
related prospectus supplement, or any combination of the foregoing. See "The Agreements — Realization upon Defaulted Loans — FHA Insurance; VA 

Guaranties" for a description of FHA Insurance and VA Guaranties and "— Insurance Policies, Surety Bonds and Guaranties" for a description of 

guaranteed investment contracts. The applicable prospectus supplement may provide for credit enhancement which covers all the classes of securities, but 

if it does not, credit enhancement will not provide protection against all risks of loss and will not guarantee repayment of the entire principal balance of the 

securities and interest thereon. If losses occur which exceed the amount covered by credit enhancement or which are not covered by the credit 

enhancement, securityholders will bear their allocable share of any deficiencies. 
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Subordination 

If so specified in the related prospectus supplement, protection afforded to holders of one or more classes of securities of a series by means of the 

subordination feature may be accomplished by the preferential right of holders of one or more other classes of the series (the "Senior Securities") to 
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distributions in respect of scheduled principal, Principal Prepayments, interest Or any combination thereof that otherwise would have been payable to 

holders of subordinated securities under the circumstances and to the extent specified in the related prospectus supplement. Protection may also be 

afforded to the holders of Senior Securities of a series by: (i) reducing the ownership interest (if applicable) of the related subordinated securities; (ii) a 

combination of the inunediately preceding sentence and clause (i) above; or (iii) as otherwise described in the related prospectus supplement. If so 

specified in the related prospectus supplement, delays in receipt of scheduled payments on the loans and losses on defaulted loans may be borne first by 

the various classes of subordinated securities and thereafter by the various classes of Senior Securities, in each case snider the circumstances and subject to 

the limitations specified in the prospectus supplement. The aggregate distributions in respect of delinquent payments on the loans over the lives of the 

securities or at any time, the aggregate losses in respect of defaulted loans which must be bome by the Subordinated Securities by virtue of subordination 

and the amount of the distributions otherwise distributable to the Subordinated Securityholders that will be distributable to Senior Securityholders on any 

distribution date may be limited as specified in the related prospectus supplement. If aggregate distributions in respect of delinquent payments on the loans 

or aggregate losses in respect of the loans were to exceed an amount specified in the related prospectus supplement, holders of Senior Securities would 

experience losses on the securities. 

In addition to or in lieu of the foregoing, if so specified in the related prospectus supplement, all or any portion of distributions otherwise payable 

to holders of Subordinated Securities on any distribution date may instead be deposited into one or more reserve funds established with the trustee or 

distributed to holders of Senior Securities. Those deposits may be made on each distribution date, for specified periods or until the balance in the reserve 

fund has reached a specified amount and, following payments from the reserve fund to holders of Senior Securities or otherwise, thereafter to the extent 

necessary to restore the balance in the reserve fund to required levels, in each case as specified in the related prospectus supplement. Amounts on deposit 

in the reserve fund may be released to the holders of certain classes of securities at the times and under the circumstances specified in the prospectus 

supplement. 

lf specified in the related prospectus supplement, various classes of Senior Securities and Subordinated Securities may themselves be subordinate 

in their right to receive certain distributions to other classes of Senior and Subordinated Securities, respectively, through a cross-collateralization 

mechanism or otherwise. 

As between classes of Senior Securities and as between classes of Subordinated Securities, distributions may be allocated among those classes (i) 

in the order of their scheduled final distribution dates, (ii) in accordance with a schedule or formula, (iii) in relation to the occurrence of events, or (iv) 

otherwise, in each case as specified in the related prospectus supplement. As between classes of Subordinated Securities, payments to holders of Senior 

Semites on account of delinquencies or losses and payments to any reserve fund will be allocated as specified in the related prospectus supplement. 

Letter of Credit 

The letter of credit, if any, with respect to a series of securities will be issued by the bank or financial institution specified in the related 

prospectus supplement (the "L/C Bank"). Under the letter of credit, the L/C Bank will be obligated to honor drawings thereunder in an aggregate fixed 

dollar amount, net of unreimbursed payments thereunder, equal to the percentage specified in the related prospectus supplement of the aggregate principal 

balance of the loans on the related cut-off date or of one or more classes of securities (the "L/C Percentage"). If so specified in the related prospectus 

supplement, the letter of credit may permit drawings in the event of losses not covered by insurance policies or other credit support, such as losses arising 

from damage not covered by standard hazard insurance policies, losses resulting from the bankruptcy of a borrower and the application of certain 

provisions of the federal Bankruptcy Code, or losses resulting from denial of insurance coverage due to misrepresentations in connection with the 

origination of a loan. The amount available under the letter of credit will, in all cases, be reduced to the extent of the unreimbursed payments thereunder. 

The obligations of the L/C Bank under the letter of credit for each series of securities will expire at the earlier of the date specified in the related 

prospectus supplement or the termination of the trust fund. See "The Agreements — Termination; Optional Termination." A copy of the letter of credit for 

a series, if any, will be filed with the Securities and Exchange Commission (the "SEC") as an exhibit to a Current Report on Form 8-K to be filed after the 

issuance of the securities of the related series. 

Insurance Policies, Surety Bonds and Guaranties 

If so provided in the prospectus supplement for a series of securities, deficiencies in amounts otherwise payable on the securities or certain 

classes thereof will be covered by insurance policies and/or surety bonds provided by one or more insurance companies or sureties. Those instniments may 

cover, with respect to one or more classes of securities of the related series, timely distributions of interest and/or full distributions of principal on the 

basis of a schedule of principal distributions set forth in or determined in the manner specified in the related prospectus supplement. In addition, if 

specified in the related prospectus supplement, a trust fund may also include bankruptcy bonds, special hazard insurance policies, other insurance or 

guaranties (including guaranteed investment contracts) for the purpose of (1) maintaining timely payments or providing additional protection against losses 

on the assets included in the tmst fund, (ii) paying administrative expenses or (in) establishing a minimum reinvestment rate on the payments made in 

respect of those assets or a principal payment rate on those assets. These arrangements may include agreements under which securityholders are entitled to 

receive amounts deposited in various accounts held by the trustee upon the terms specified in the prospectus supplement. A copy of any related instrument 

for a series will be filed with the SEC as an exhibit to a Current Report on Form S-K to be filed with the SEC after the issuance of the securities of the 

related series. 

Over-collateralization 
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If so provided in the prospectus supplement for a series of securities, a portion of the interest payment on each loan may be applied as an 

additional distribution in respect of principal to reduce the principal balance of a certain class or classes of securities and, thus, accelerate the rate of 

payment of principal on that class or those classes of securities. Reducing the principal balance of the securities without a corresponding reduction in the 

principal. balance of the underlying Trust Fund Assets will result in over- collateralization. 

Reserve Accounts 

If specified in the related prospectus supplement, credit support with respect to a series of securities will be provided by the establishment and 

maintenance with the trustee for the series of securities, in trust, of one or more reserve funds for the series. The related prospectus supplement will specify 

whether Or not any reserve funds will be included in the trust fund for a series. 

The reserve fund for a series will be funded (i) by the deposit of cash, United States Treasury securities, instruments evidencing ownership of 

principal or interest payments thereon, letters of credit, demand notes, certificates of deposit or a combination thereof in the aggregate amount specified in 

the related prospectus supplement, (ii) by the deposit from time to time of certain amounts, as specified in the related prospectus supplement to which the 

Subordinate Securityholders, daily, would otherwise be entitled or (iii) in such other manner as may be specified in the related prospectus supplement. 

Any amounts on deposit in the reserve fund and the proceeds of any other instrument upon maturity will be held in cash or will be invested in 

"Permitted Investments" which may include 

(i) obligations of the United States or any agency thereof, provided those obligations are backed by the full faith and credit of the United States; 
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(ii) general obligations of or obligations guaranteed by any state of the United States or the District of Columbia receiving the highest long-term 

debt rating of each Rating Agency (as defined herein) rating the related series of securities; 

(iii) commercial or finance company paper which is then receiving the highest commercial or finance company paper rating of each Rating Agency; 

(iv) certificates of deposit, demand or time deposits, or bankers' acceptances issued by any depository institution or trust company incorporated 

under the laws of the United States or of any state thereof and subject to supervision and examination by federal and/or state banking 

authorities, provided that the commercial paper and/or long term unsecured debt obligations of the depository institution or trust company (or 

in the case of the principal depository institution in a holding company system, the commercial paper or long-term unsecured debt obligations 

of such holding company, but only if Moody's Investors Service, Inc. ("Moody's") is not a Rating Agency) are then rated one of the two 

highest long-term and the highest short-term ratings of each Rating Agency for the securities; 

(v) demand or time deposits or certificates of deposit issued by any bank or trust company or savings institution to the extent that the depositsare 

fully insured by the FDIC and receiving the highest short-term debt rating of each Rating Agency; 

(vi) guaranteed reinvestment agreements issued by any bank, insurance company or other corporation receiving the highest short-term debt rating 

of each Rating Agency and containing, at the time of the issuance of the agreements, terms and conditions that will not result in the 

downgrading or withdrawal of the rating then assigned to the securities by any Rating Agency; 

(vii) repurchase obligations with respect to any security described in clauses (i) and (ii) above, in either case entered into with a depository 

institution or trust company (acting as principal) described in clause (iv) above; 

(viii) securities (other than shipped bonds, stripped coupons or instruments sold at a purchase puce in excess of 115% of the face amount thereon 

bearing interest or sold at a discount issued by any corporation incorporated under the laws of the United States or any state thereof which, at 

the time of the investment, have one of the two highest ratings of each Rating Agency (except if the Rating Agency is Moody's or S&P (as 

defined herein), such rating shall be the highest commercial paper rating of Moody's or S&P, as applicable, for any such securities); 

(ix) units of a taxable money-market portfolio having the highest rating assigned by each Rating Agency (except if Fitch is a Rating Agency and 

has not rated the portfolio, the highest rating assigned by Moody's) and restricted to obligations issued or guaranteed by the United States of 

America or entities whose obligations are backed by the full faith and credit of the United States of America and repurchase agreements 

collateralized by such obligations; and 

(x) such other investments bearing interest or sold at a discount acceptable to each Rating Agency as will not result in the downgrading or 

withdrawal of the rating then assigned to the securities by either Rating Agency, as evidenced by a signed wiiting delivered by each Rating 

Agency. 
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If a letter of credit is deposited with the trustee, that letter of credit will be irrevocable and will name the trustee, in its capacity as trustee for the 

holders of the securities, as beneficiary and will be issued by an entity acceptable to each Rating Agency that rates the securities of the related series. 

Additional information with respect to the instruments deposited in the reserve funds will be set forth in the related prospectus supplement. 

Any amounts so deposited and payments on instruments so deposited will be available for withdrawal from the reserve fund for distribution to the 

holders of securities of the related series for the purposes, in the manner and at the times specified in the related prospectus supplement. 
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Pool Insurance Policies 

If specified in the related prospectus supplement, a separate pool insurance policy ("Pool Insurance Policy") will be obtained for the pool and 

issued by the insurer (the "Pool Insurer") named in the prospectus supplement. Each Pool Insurance Policy will, subject to the limitations described below, 

cover loss by reason of default in payment on loans in the pool in an amount equal to a percentage specified in the prospectus supplement of the aggregate 

principal balance of the loans on the cut-off date which are not covered as to their entire outstanding principal balances by Primary Mortgage Insurance 

Policies. As more fully described below, the master servicer will present claims thereunder to the Pool Insurer on behalf of itself, the trustee and the 

holders of the securities of the related series. The Pool Insurance Policies, however, are not blanket policies against loss, since claims thereunder may only 

be made respecting particular defaulted loans and only upon satisfaction of certain conditions precedent described below. The applicable prospectus 

supplement may provide for the extent of coverage provided by the related Pool Insurance Policy, but if it does not, the Pool Insurance Policies will not 

cover losses due to a failure to pay or denial of a claim under a Primary Mortgage Insurance Policy. 

The applicable prospectus supplement may provide for the conditions for the presentation of claims under a Pool Insurance Policy, but if it does 

not, the Pool Insurance Policy will provide that no claims may be validly presented unless (i) any required Primary Mortgage Insurance Policy is in effect 

tbr the defaulted loan and a claim thereunder has been submitted and settled; (ii) hazard insurance on the related Property has been kept in force and real 

estate taxes and other protection and preservation expenses have been paid; (iii) if there has been physical loss or damage to the Property, it has been 

restored to its physical condition (reasonable wear and tear excepted) at the time of issuance of the policy; and (iv) the insured has acquired good and 

merchantable title to the Property free and clear of liens except certain permitted encumbrances. Upon satisfaction of these conditions, the Pool Insurer 

will have the option either (a) to purchase the Property securing the defaulted loan at a price equal to the principal balance thereof plus accrued and unpaid 

interest at the Loan Rate to the date of purchase and certain expenses incurred by the master servicer on behalf of the trustee and securityholders, or (b) to 

pay the amount by which the sum of the principal balance of the defaulted loan plus accrued and unpaid interest at the Loan Rate to the date of payment of 

the claim and the aforementioned expenses exceeds the proceeds received from an approved sale of the Property, in either case net of certain amounts paid 

or assumed to have been paid under the related Primary Mortgage Insurance Policy. If any Property securing a defaulted loan is damaged and proceeds, if 

any, from the related hazard insurance policy or the applicable special hazard insurance policy are insufficient to restore the damaged Property to a 

condition sufficient to permit recovery under the Pool Insurance Policy, the master servicer will not be required to expend its own hands to restore the 

damaged Property unless it determines that (i) the restoration will increase the proceeds to securityholders on liquidation of the loan after reimbursement 

of the master servicer for its expenses and (ii) the expenses will be recoverable by it through proceeds of the sale of the Property or proceeds of the related 

Pool Insurance Policy or any related Primary Mortgage Insurance Policy. 

The applicable prospectus supplement may provide for a Pool Insurance Policy covering losses resulting from defaults, but if it does not, the Pool 

Insurance Policy will not insure (and many Primary Mortgage Insurance Policies do not insure) against loss sustained by reason of a default arising from, 

among other things, 

• fraud or negligence in the origination or servicing of a loan, including misrepresentation by the borrower, the originator or persons involved in 

the origination thereof, or 

* failure to construct a Property in accordance with plans and specifications. 

A failure of coverage attributable to one of the foregoing events might result in a breach of the related seller's representations described above 

and might give rise to an obligation on the part of the related seller to repurchase the defaulted loan if the breach cannot be cured by the related seller. No 

Pool Insurance Policy will cover (and many Primary Mortgage Insurance Policies do not cover) a claim in respect of a defaulted loan occurring when the 

servicer of the loan, at the time of default or thereafter, was not approved byte applicable insurer. 

The applicable prospectus supplement may provide for a Pool Insurance Policy featuring a fixed amount of coverage over the life of the policy, 

but if it does not, the original amount of coverage under each Pool Insurance Policy will be reduced over the life of the related securities by the aggregate 

dollar amount of claims paid less the aggregate of the net amounts realized by the Pool Insurer upon disposition of all foreclosed properties. The applicable 

prospectus supplement may provide for the exclusion of specified expenses from the coverage of the Pool Insurance Policy, but if it does not, the amount of 

claims paid will include certain expenses incurred by the master servicer as well as accrued interest on delinquent loans to the date of payment of the 

claim. Accordingly, if aggregate net claims paid under any Pool Insurance Policy reach the original policy limit, coverage under that Pool Insurance Policy 

will be exhausted and any further losses will be borne by the related securityholders. 
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Special Hazard Insurance Policies 

If specified in the related prospectus supplement, a separate special hazard insurance policy will be obtained for the mortgage pool and will be 

issued by the insurer named in the prospectus supplement. Each special hazard insurance policy will, subject to policy limitations, protect holders of the 

related securities from loss caused by the application of the coinsurance clause contained in hazard insurance policies and loss from damage to mortgaged 

properties caused by certain hazards not insured against under the standard form of hazard insurance policy in the states where the mortgaged properties 

are located or under a flood insurance policy if the Property is located in a federally designated flood area. Some of the losses covered include earthquakes 

and, to a limited extent, tidal waves and related water damage and other losses that may be specified in the related prospectus supplement. See "The 

Agreements — Hazard Insurance." No special hazard insurance policy will cover losses from fraud or conversion by the trustee or master servicer, war, 

insurrection, civil war, certain governmental action, errors in design, faulty workmanship or materials (except under certain circumstances), nuclear or 

chemical reaction, flood (if the Property is located in a federally designated flood area), nuclear or chemical contamination and certain other risks. The 

amount of coverage under any special hazard insurance policy will be specified in the related prospectus supplement. Each special hazard insurance policy 

will provide that no claim may be paid unless hazard and, if applicable, flood insurance on the Property securing the mortgage loan have been kept in 

force and other protection and preservation expenses have been paid. 

The applicable prospectus supplement may provide for other payment coverage, but if it does not, each special hazard policy will insure against 

damage to mortgaged properties caused by special hazard losses in an amount equal to the lesser of 

• the cost of repair to or replacement of the damaged Property, or 

• upon transfer of the Property to the special hazard insurer, the unpaid principal balance of the mortgage loan at the time of acquisition of the 

Property by foreclosure or deed in lieu of foreclosure, plus accrued interest to the date of claim settlement and certain expenses incurred by the 

master seivicer with respect to the Property. 

If the unpaid principal balance of a mortgage loan, plus accrued interest and expenses, is paid by the special hazard insurer, the amount of further 

coverage under the related special hazard insurance policy will be reduced by that amount less any net proceeds from the sale of the Property. In addition, 

any amount paid to repair or replace the Property will further reduce special hazard coverage by that amount, 

No special hazard policy will insure against damage that is covered by a hazard insurance policy or flood insurance policy, if any, maintained by 

the mortgagor or the master servicer. 

So long as a mortgage pool insurance policy remains in effect, the payment by the special hazard insurer of the cost of repair or of the unpaid 

principal balance of the related mortgage loan plus accrued interest and certain expenses will not affect the total insurance proceeds paid to 

certificateholders, but will affect the relative amounts of coverage remaining under the related special hazard insurance policy and mortgage pool 

insurance policy. 

To the extent specified in the prospectus supplement, the master servicer may deposit cash, an irrevocable letter of credit, or any other instrument 

acceptable to each rating agency rating the securities of the related series at the request of the depositor in a special trust account to provide protection in 

lieu of or in addition to that provided by a special hazard insurance policy. The amount of any special hazard insurance policy or of the deposit to the 

special trust account relating to the securities may be reduced so long as the reduction will not result in a downgrading of the rating of the securities by a 

rating agency rating securities at the request of the depositor. 
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Bankruptcy Bonds 

If specified in the related prospectus supplement, a bankruptcy bond to cover losses resulting from proceedings under the federal Bankruptcy 

Code with respect to a mortgage loan will be issued by an insurer named in the prospectus supplement. Each bankruptcy bond will cover, to the extent 

specified in the related prospectus supplement, certain losses resulting from a reduction by a bankruptcy court of scheduled payments of principal and 

interest on a mortgage loan or a reduction by the court of the principal amount of a mortgage loan and will cover certain unpaid interest on the amount of a 

principal reduction from the date of the filing of a bankruptcy petition. The required amount of coverage under each bankruptcy bond will be set forth in 

the related prospectus supplement. Coverage under a bankruptcy bond may be canceled or reduced by the master servicer if the cancellation or reduction 

would not adversely affect the then current rating or ratings of the related securities. See "Legal Aspects of the Loans — Anti-deficiency Legislation and 

Other Limitations on Lenders." 

To the extent specified in the prospectus supplement, the master servicer may deposit cash, an irrevocable letter of credit or any other instrument 

acceptable to each nationally recognized rating agency rating the certificates of the related series at the request of the depositor in a special trust account to 

provide protection in lieu of or in addition to that provided by a bankruptcy bond. The amount of any bankruptcy bond or of the deposit to the special trust 

account relating to the certificates may be reduced so long as the reduction will not result in a downgrading of the rating of the certificates by a rating 

agency rating certificates at the request of the depositor. 
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Cross Support 

If specified in the related prospectus supplement, the beneficial ownership of separate groups of assets included in a trust fund may be evidenced 
by separate classes of the related series of securities. In that case, credit support may be provided by a cross support feature that requires that distributions 
be made on securities evidencing a beneficial ownership interest in other asset groups within the same trust fund. The related prospectus supplement for a 
series that includes a cross support feature will describe the manner and conthtions for applying the cross support feature, 

If specified in the related prospectus supplement, the coverage provided by one or more forms of credit support may apply concurrently to two or 
more related trust funds. If applicable, the related prospectus supplement will identify the trust funds to which the credit support relates and the manner of 
determining the amount of the coverage provided by it and of the application of the coverage to the identified trust funds. 

Financial Instruments 

If specified in the related prospectus supplement, the trust fund may include one or more swap arrangements or other financial instruments that 
are intended to meet the following goals: 

• to convert the payments on some or all of the mortgage loans from fixed to floating payments, or from floating to fixed, or from floating based 
on a particular index to floating based on another index; 

• to provide payments in the event that any index rises above Or falls below specified levels; or 

• to provide protection against interest rate changes, certain type of losses, including reduced market value, or other payment shortfalls to one or 
more classes of the related series. 

If a trust fund includes financial instruments of this type, the instruments may be structured to be exempt from the registration requirements of the 
Securities Act. 

YIELD AND PREPAYMENT CONSIDERATIONS 

The yields to maturity and weighted average lives of the securities will be affected primarily by the amount and timing of principal payments 
received on or in respect of the Trust Fund Assets included in the related trust fund. The original terms to maturity of the loans in a given pool will vary 
depending upon the type of loans included the pool. Each prospectus supplement will contain information with respect to the type and maturities of the 
loans in the related pool. The related prospectus supplement will specify the circumstances, if any, under which the related loans will be subject to 
prepayment penalties. The prepayment experience on the loans in. a pool will affect the weighted average life of the related series of securities. 

The rate of prepayment on the loans cannot be predicted. Home equity loans and home improvement contracts have been originated in significant 
volume only during the past few years and the depositor is not aware of any publicly available studies or statistics on the rate of prepayment of these types 
of loans. Generally, home equity loans and home improvement contracts are not viewed by borrowers as permanent financing. Accordingly, home equity 
loans and home improvement loans may experience a higher rate of prepayment than traditional first mortgage loans. On the other hand, because home 
equity loans such as the revolving credit line loans generally are not fully amortizing, the absence of voluntary borrower prepayments could cause rates of 
principal payments lower than, or similar to, those of traditional fully-amortizing first mortgage loans. The prepayment experience of the related trust fund 
may be affected by a wide variety of factors, including general economic conditions, prevailing interest rate levels, the availability of alternative financing, 
homeowner mobility and the frequency and amount of any future draws on an} ,  revolving credit line loans. Other factors that might be expected to affect 
the prepayment rate of a pool of home equity mortgage loans or home improvement contracts include the amounts of and interest rates on, the underlying 
senior mortgage loans, and the use of first mortgage loans as long-term financing for home purchase and subordinate mortgage loans as shorter- term 
financing for a variety of purposes, including home improvement, education expenses and purchases of consumer durables such as automobiles. 
Accordingly, these loans may experience a higher rate of prepayment than traditional fixed-rate mortgage loans. In addition, any future limitations on the 
right of borrowers to deduct interest payments on home equity loans for federal income tax purposes may further increase the rate of prepayments of the 
loans. The enforcement of a "due-on-sale" provision (as described below) will have the same effect as a prepayment of the related loan. See "Legal 
Aspects of the Loans — Due-on-Sale Clauses." The yield to an investor who purchases securities in the secondary market at a price other than par will 
vary from the anticipated yield if the rate of prepayment Orl the loans is actually different than the rate anticipated by the investor at the time the securities 
were purchased. 

Collections on revolving credit line loans may vary because, among other things, borrowers may (i) make payments during any month as low as 
the minimum monthly payment for that month or, during the interest-only period for certain revolving credit line loans and, in more limited 
circumstances, closed-end loans, with respect to which an interest-only payment option has been selected, the interest and the fees and charges for that 
month or (ii) make payments as high as the entire outstanding principal balance plus accused interest and the fees and charges thereon. It is possible that 
borrowers may fail to make the required periodic payments. In addition, collections on the loans may vary due to seasonal purchasing and the payment 
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habits of borrowers. 

Generally, all conventional loans will contain due-on- sale provisions permitting the mortgagee to accelerate the maturity of the loan upon sale or 

certain transfers by the borrower of the related Property. Loans insured by the PHA, and single family loans partially guaranteed by the VA, are assumable 

with the. consent of the FHA and the VA, respectively. Thus, the rate of prepayments on those types of loans may be lower than that of conventional loans 

bearing comparable interest rates. The master servicer generally will enforce any due-on-sale or due-on-encumbrance clause, to the extent it has 

knowledge of the conveyance or further encumbrance or the proposed conveyance or proposed further encumbrance of the Property and reasonably 

believes that it is entitled to do so under applicable law; provided, however, that the master servicer will not take any enforcement action that would impair 

or threaten to impair any recovery under any related insurance policy. See "The Agreements —Collection Procedures" and "Legal Aspects of the Loans" 

for a description of certain provisions of each Agreement and certain legal developments that may affect the prepayment experience on the loans. 

The rate of prepayments with respect to conventional mortgage loans has fluctuated significantly in recent years. In general, if prevailing rates 

fall significantly below the Loan Rates borne by the loans, the loans are more likely to be subject to higher prepayment rates than if prevailing interest 

rates remain at or above the Loan Rates. Conversely, if prevailing interest rates rise appreciably above the Loan Rates borne by the loans, the loans are 

more likely to experience a lower prepayment rate than if prevailing rates remain at or below the Loan Rates. However, there can be no assurance that this 

will be the case. 

When a full prepayment is made on a loan, the borrower is charged interest on the principal amount of the loan so prepaid only for the number of 

days in the month actually elapsed up to the date of the prepayment, rather than for a full month. The effect of prepayments in full will be to reduce the 

amount of interest passed through or paid in the following month to holders of securities because interest on the principal amount of any loan so prepaid 

will generally be paid only to the date of prepayment. Partial prepayments in a given month may be applied to the outstanding principal balances of the 

loans so prepaid on the first day of the month of receipt or in the month following receipt. In the latter case, partial prepayments will not reduce the amount 

of interest passed through or paid in the month of receipt. The applicable prospectus supplement may specify when prepayments are passed through to 

securityholders, but if it does not, neither full nor partial prepayments will be passed through or paid until the month following receipt. 

Even assuming that the Properties provide adequate security for the loans, substantial delays could be encountered in connection with the 

liquidation of defaulted loans and corresponding delays in the receipt of related proceeds by securityhoklers could occur. An action to foreclose on a 

Property securing a loan is regulated by state statutes and rules and is subject to many of the delays and expenses of other lawsuits if defenses or 

counterclaims are interposed, sometimes requiring several years to complete. Furthermore, in some states an action to obtain a deficiency judgment is not 

permitted following a nonjudicial sale of a Property In the event of a default by a borrower, these restrictions among other things, may impede the ability 

of the master servicer to foreclose on or sell the Property or to obtain liquidation proceeds sufficient to repay all amounts due on the related loan. In 

addition, the master servicer will be entitled to deduct from related liquidation proceeds all expenses reasonably incurred in attempting to recover amounts 

due on defaulted loans and not yet repaid, including payments to senior lienholders, legal fees and costs of legal action, real estate taxes and maintenance 

and preservation expenses. 

Liquidation expenses with respect to defaulted mortgage loans generally do not vary directly with the outstanding principal balance of the loan at 

the time of default. Therefore, assuming that a servicer took the same steps in realizing upon a defaulted mortgage loan having a small remaining principal 

balance as it would in the case of a defaulted mortgage loan having a large remaining principal balance, the amount realized after expenses of liquidation 

would be smaller as a percentage of the remaining principal balance of the small mortgage loan than would be the case with the other defaulted mortgage 

loan having a large remaining principal balance. 

Applicable state laws generally regulate interest rates and other charges, require certain disclosures, and require licensing of certain originators 

and servicers of loans. In addition, most have other laws, public policy and general principles of equity relating to the protection of consumers, unfair and 

deceptive practices and practices which.may apply to the origination, servicing and collection of the loans. Depending onthe provisions of the applicable 

law and the specific facts and circumstances involved, violations of these laws, policies and principles may limit the ability of the master servicer to collect 

all or part of the principal of or interest on the loans, may entitle the borrower to a refund of amounts previously paid and, in addition, could subject the 

master servicer to damages and administrative sanctions. 

If the rate at which interest is passed through or paid to the holders of securities of a series is calculated on a loan-by-loan basis, disproportionate 

principal prepayments among loans with different Loan Rates will affect the yield on those securities. Inmost cases, the effective yield to securityholders 

will be lower than the yield otherwise produced by the applicable Pass-Through Rate or interest rate and purchase price, because while interest will 

generally accrue on each loan from the first day of the month, the distribution of the interest will not be made earlier than the month following the month 

of accrual. 

Under certain circumstances, the master servicer, the holders of the residual interests in a REMIC or any person specified M the related 

prospectus supplement may have the option to purchase the assets of a trust fund thereby effecting earlier retirement of the related series of securities. See 

"The Agreements Termination; Optional Termination." 
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The relative contribution of the various factors affecting prepayment may vary from time to time. There can be no assurance as to the rate of 

payment of principal of the Trust Fund Assets at any time or over the lives of the securities. 

The prospectus supplement relating to a series of securities will discuss in greater detail the effect of the rate and timing of principal payments 

(including prepayments), delinquencies and losses on the yield, weighted average lives and maturities of the securities. 

THE AGREEMENTS 

Set forth below is a description of the material provisions of each Agreement which are not described elsewhere in this prospectus. Where 

particular provisions or terms used in the Agreements are referred to, the provisions or terms are as specified in the Agreements. 

Assignment of the Trust Fund Assets 

..4ssignment of the Loans. At the time of issuance of the securities of a series, the depositor will cause the loans comprising the related trust fund 

to be assigned to the trustee, without recourse, together with all principal and interest received by or on behalf of the depositor on or with respect to the 

loans after the cut- off date, other than principal and interest due on or before the cut- off date and other than any Retained Interest specified in the related 

prospectus supplement. The trustee will, concurrently with the assignment, deliver the securities to the depositor in exchange for the loans. Each loan will 

be identified in a schedule appearing as an exhibit to the related Agreement. This schedule will include information as to the outstanding principal balance 

of each loan after application of payments due on or before the cut-off date, as well as information regarding the Loan Rate or APR, the maturity of the 

loan, the Loan-to-Value Ratios or Combined Loan-to-Value Ratios, as applicable, at origination and certain other information. 

In addition, the depositor will also deliver or cause to be delivered to the trustee (or to the custodian) for each single family loan or home equity 

loan. 

• the mortgage note or contract endorsed without recourse in blank or to the order of the trustee, except that the depositor may deliver or cause to 

be delivered a lost note affidavit in lieu of any original mortgage note that has been lost, 

• the mortgage, deed of trust or similar instrument (a "Mortgage") with evidence of recording indicated thereon (except for any Mortgage not 

returned flout the public recording office, in which case the depositor will deliver or cause to be delivered a copy of the Mortgage together 

with a certificate that the original of the Mortgage was delivered to the recording office), 

• an assignment of the Mortgage in blank, which assignment will be in recordable form in the case of a Mortgage assignment, and any other 

security documents, including those relating to any senior interests in the Property, as may be specified in the related prospectus supplement or 

the related Agreement. 

The applicable prospectus supplement may provide other arrangements for assuring the priority of assignments, but if it does not, the depositor 

will promptly cause the assignments of the related loans to be recorded in the appropriate public office for real property records, except in those states 

designated by the Rating Agencies where recording is not required to protect the trustee's interest in those loans against the claim of any subsequent 

transferee or any successor to or creditor of the depositor or the originator of the related loans. 

If so specified in the related prospectus supplement, and in accordance with the rules of membership of Mortgage Electronic Registration 

Systems, Inc. or, MERS, assignments of the Mortgages for the mortgage loans in the related trust will be registered electronically through Mortgage 

Electronic Registration Systems, Inc., or MERS 0 System. For any Mortgage held through the MERS 0 System, the Mortgage is recorded in the name of 

Mortgage Electronic Registration Systems, Inc., or MF,RS, as nominee for the owner of the mortgage loan, and subsequent assignments of the Mortgage 

were, or in fire future may be, at the discretion of the master servicer, registered electronically through the MERS 0 System. For each of these mortgage 

loans, MERS serves as mortgagee of record on the Mortgage solely as a nominee in an administrative capacity on behalf of the trustee, and does not have 

any interest in the mortgage loan 

-51- 

With respect to any loans that are cooperative loans, the depositor will cause to be delivered to the trustee (or to the custodian) for each 

cooperative loan, 

• the related original cooperative note endorsed without recourse in blank or to the order of the trustee or, to the extent the related Agreement so 

provides, a lost note affidavit, 

• the original secunty agreement, 

• the proprietary lease or occupancy agreement 
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• the recognition agreement, 

• an executed financing agreement and the relevant stock ceitificate, together with the related blank stock powers, and 

• any other document specified in the related prospectus supplement. 

The depositor will cause to be filed in the appropriate office an assignment and a financing statement evidencing the trustee's security interest in 
each cooperative loan. 

The applicable prospectus supplement may provide for the depositor's delivery obligations in connection with home improvement contracts, but 
if it does not, the depositor will as to each home improvement contract, deliver or cause to be delivered to the trustee (or to the custodian) the original 
home improvement contract and copies of documents and instnunents related to each home improvement contract and the security interest in the Property 
securing the home improvement contract. In general, it is expected that the home improvement contracts will not be stamped or otherwise marked to 
reflect their assignment to the trustee. Therefore, if, through negligence, fraud or otherwise, a subsequent purchaser were able to take physical possession 
of the home improvement contracts without notice of the assignment, the interest of securityholders in the home improvement contracts could be defeated. 
See "Legal Aspects of the Loans — Home Improvement Contracts." 

The trustee (or the custodian) will review the loan documents within the time period specified in the related prospectus supplement after receipt 
thereof, and the trustee will hold the loan documents in trust for the benefit of the related securityholders. Generally, if the document is found to be 
missing or defective in any material respect, the trustee (or the custodian) will notify the master servicer and the depositor, and the master servicer will 
notify the related seller. If the seller cannot cure the omission or defect within the time period specified in the related prospectus supplement alter receipt 
of notice, the seller will be obligated to either purchase the related loan from the trust fund at the Purchase Price or if so specified in the related prospectus 
supplement, remove the loan from the trust fund and substitute in its place one or snore other loans that meets certain requirements set forth in the related 
prospectus supplement. There can be no assurance that a seller will fulfill this purchase or substitution obligation. Although the master servicer may be 
obligated to enforce the obligation to the extent described above under "Loan Program — Representations by Sellers; Repurchases," neither the master 
servicer nor the depositor will be obligated to purchase or replace a loan if the seller defaults on its obligation, unless the breach also constitutes a breach 
of the representations or warranties of the master servicer or the depositor, as the case may be, The applicable prospectus supplement may provide other 
remedies, but if it does not, this obligation to cure, purchase or substitute constitutes the sole remedy available to the securityholders or the trustee for 
omission of, or a material defect in, a constituent document. 

The trustee will be authorized to appoint a custodian pursuant to a custodial agreement to maintain possession of and, if applicable, to review the 
documents relating to the loans as agent of the trustee. 

-52- 

The master servicer will make certain representations and warranties regarding its authority to enter into, and its ability to perform its obligations 
under, the Agreement. Upon a breach of a representation of the master servicer which materially and adversely affects the interests of the securityholders in 
a loan, the master servicer will be obligated either to cure the breach in all material respects or to purchase (at the Purchase Price) or if so specified in the 
related prospectus supplement, replace the loan. The applicable prospectus supplement may provide other remedies, but if it does not, this obligation to 
cure, purchase or substitute constitutes the sole remedy available to the securityholders or the trustee for a breach of representation by the master servicer. 

Assignment ofAgeney Securities. The depositor will cause the agency securities to be registered in the name of the trustee or its nominee, and the 
trustee concurrently will execute, countersign and deliver the certificates, Each agency security will be identified in a schedule appearing as an exhibit to 
the Pooling and Servicing Agreement, which will specify as to each agency security the original principal amount and outstanding principal balance as of 
the cut-off date, the annual pass-through rate and the maturity date. 

Assignment ofPrivate Mortgage-Backed Securities. The depositor will cause the private mortgage-backed securities to be registered in the name 
of the trustee. The trustee or the custodian will have possession of any certificated private mortgage-backed securities. Generally, the trustee will not be in 
possession of or be assignee of record of any underlying assets for a private mortgage-backed security, See "The Trust Fund Private Mortgage-Backed 
Securities." Each private mortgage-backed security will be identified in a schedule appearing as an exhibit to the related Pooling and Servicing Agreement 
which will specify the original principal amount, outstanding principal balance as of the cut-off date, annual pass-through rate or interest rate and maturity 
date and other specified pertinent information for each private mortgage-backed security conveyed to the trustee. 

Conveyance of Subsequent Loans. 'With respect to a series of securities for which a Pre-Funding Arrangement is provided, in connection with 
any conveyance of Subsequent Loans to the trust fund after the issuance of the related securities, the related Agreement will require the seller and the 
depositor to satisfy the following conditions, among others: 

• each Subsequent loan purchased after the applicable closing date must satisfy the representations and warranties contained in the subsequent 
transfer agreement to be entered into by the depositor, the seller and the trustee and in the related Agreement; 
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• the seller will not select the Subsequent Loans in a manner that it believes is adverse to the interests of the securityholders; 

• as of the related cut- off date, all of the loans in the loan pool at that time, including the Subsequent Loans purchased after the closing date, will 

satisfy the criteria set forth in the related Agreement; 

• the Subsequent Loans will have been approved by any third party provider of credit. enhancement, if applicable; and 

• before the purchase of each Subsequent loan the trustee will perform an initial review of certain related loan file documentation for the loan 

and issue an initial certification for which the required documentation in the loan file has been received with respect to each Subsequent loan. 

The Subsequent loans, on an aggregate basis, will have characteristics similar to the characteristics of the initial pool of loans as described in the 

related prospectus supplement Each acquisition of any Subsequent Loans will be subject to the review by any third party provider of credit enhancement, 

if applicable, the rating agencies and the seller's accountants of the aggregate statistical characteristics of the related loan pool for compliance with the 

applicable statistical criteria set forth in the related Agreement. 

Notwithstanding the foregoing provisions, with respect to a trust fund for which a REMIC election is to be made, no purchase or substitution of a 

loan will be made if the purchase or substitution would result in a prohibited transaction tax under the Code. 

.53- 

Payments on Loans; Deposits to Security Account 

The master servicer will establish and maintain or cause to be established and maintained with respect to the related trust fund a separate account 

or accounts for the collection of payments on the related Trust Fund Assets in the trust fund (the "Security Account"). The applicable prospectus 

supplement may provide for other requirements for the Security Account, but if it does not, the Security Account must be either (i) maintained with a 

depository institution the debt obligations of which (or in the case of a depository institution that is the principal subsidiary of a holding company, the 

obligations of which) are rated in one of the two highest rating categories by the Rating Agency or Rating Agencies that rated one or more classes of the 

related series of securities, (ii) an account or accounts the deposits in which are fully insured by either the Bank Insurance Fund (the "BIF") of the FDIC or 

the Savings Association Insurance Fund (as successor to the Federal Savings and Loan Insurance Corporation ("SAIF")), (iii) an account or accounts the 

deposits in which are insured by the BIF or SAIF (to the limits established by the FDIC), and the uninsured deposits in which are otherwise secured such 

that, as evidenced by an opinion of counsel, the securityholders have a claim with respect to the funds in the security account or a perfected first priority 

security interest against any collateral securing those funds that is superior to the claims of any other depositors or general creditors of the depository 

institution with which the Security Account is maintained, or (iv) an account or accounts otherwise acceptable to each Rating Agency. The collateral 

eligible to secure amounts in the Security Account is limited to Permitted Investments. A Security Account may be maintained as an interest bearing 

account or the funds held in a Security Account may be invested pending each succeeding distribution date in Permitted Investments. To the extent 

provided in the related prospectus supplement, the master servicer or its designee will be entitled to receive any interest or other income earned on funds 

in the Security Account as additional compensation and will be obligated to deposit in the Security Account the amount of any loss immediately as 

realized, The Security Account may be maintained with the master servicer or with a depository institution that is an affiliate of the master servicer, 

provided it meets the standards set forth above. 

The master servicer will deposit or cause to be deposited in the Security Account for each trust fund, to the extent applicable and unless 

otherwise specified in the Agreement, the following payments and collections received or advances made by or onbehalf of it subsequent to the cut-off 

date (other than payments due on or before the cut- off date and exclusive of any amounts representing Retained Interest): 

• all payments on account of principal, including Principal Prepayments and, if specified in the related prospectus supplement, any applicable 

prepayment penalties, on the loans; 

• all payments on account of interest on the loans, net of applicable servicing compensation; 

• all proceeds (net of =reimbursed payments of property taxes, insurance premiums and similar items ("Insured Expenses") incurred, and 

unreimbursed advances made, by the master servicer, if any) of the hazard insurance policies and any Primary Mortgage Insurance Policies, to 

the extent those proceeds are not applied to the restoration of the Property or released to the Mortgagor in accordance with the master servicer's 

normal servicing procedures (collectively, "Insurance Proceeds") and all other cash amounts (net of unreimbursed expenses incurred in 

connection with liquidation or foreclosure ("Liquidation Expenses") and tuueimbursed advances made, by the master servicer, if any) received 

and retained in connection with the liquidation of defaulted loans, by foreclosure or otherwise ("Liquidation Proceeds"), together with any net 

proceeds received on a monthly basis with respect to any properties acquired on behalf of the seourityholders by foreclosure or deed in lieu of 

foreclosure; 

• all proceeds of any loan or Property in respect thereof purchased by the master servicer, the depositor or any seller as described under "Loan 

Program—Representations by Sellers; Repurchases" or " — Assignment of Trust Fund Assets" above and all proceeds of any loan 

repurchased as described under " — Termination; Optional Termination" below; 
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• all payments required to be deposited in the Security Account with respect to any deductible clause in any blanket insurance policy described 

under " — Hazard Insurance" below; 

-54. 

• any amount required to be deposited by the master servicer in connection with losses realized on investments for the benefit of the master 

servicer of funds held in the Security Account and, to the extent specified in the related prospectus supplement, any payments required to be 

made by the master servicer in connection with prepayment interest shortfalls; and 

• all other amounts required to be deposited in the Security Account pursuant to the Agreement. 

The master servicer (or the depositor, as applicable) may from time to time direct the institution that maintains the Security Account to withdraw 

funds from the Security Account for the following purposes: 

* to pay to the master servicer the servicing fees described in the related prospectus supplement, the master servicing fees (subject to reduction) 

and, as additional servicing compensation, earnings on or investment income with respect to funds in the amounts in the Security Account 

credited thereto; 

• to reimburse the master servicer for advances, this right of reimbursement with respect to any loan being limited to amounts received that 

represent late recoveries of payments of principal and/or interest on the loan (or Insurance Proceeds or Liquidation Proceeds with respect 

thereto) with respect to which the advance was made; 

• to reimburse the master servicer for any advances previously made which the master servicer has determined to be nonrecoverable; 

• to reimburse the master servicer from Insurance Proceeds for expenses incurred by the master servicer and covered by the related insurance 

policies; 

• to reimburse the master servicer for unpaid master servicing fees and unreirnbursed out-of-pocket costs and expenses incurred by the master 

servicer in the performance of its servicing obligations, this right of reimbursement being limited to amounts received representing late 

recoveries of the payments for which the advances were made; 

• to pay to the master servicer, with respect to each loan or Property acquired in respect thereof that has been purchased by the master servicer 

pursuant to the Agreement, all amounts received thereon and not taken into account in determining the principal balance of the repurchased 

loan; 

• to reimburse the master servicer or the depositor for expenses incurred and reimbursable pursuant to the Agreement; 

* to withdraw any amount deposited in the Security Account and not required to be deposited therein; and 

• to clear and terminate the Security Account upon termination of the Agreement. 

In addition, the Agreement will generally provide that, on or prior to the business day immediately preceding each distribution date, the master 

servicer shall withdraw from the Security Account the amount of Available Funds, to the extent on deposit, for deposit in an account maintained by the 

trustee for the related series of securities. 

Pre - Funding Account 

If so provided in the related prospectus supplement, the master servicer will establish and maintain an account (the "Pre- Funding Account"), in 

the name of the related trustee on behalf of the related securityholders, into which the depositor will deposit cash in an amount specified in the prospectus 

supplement (the "Pre-Funded Amount") on the related closing date. The Pre-Funding Account will be maintained with the trustee for the related series of 

securities and is designed solely to hold funds to be applied by the trustee during the period from the 
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closing date to a date not more than a year after the closing date (the "Funding Period") to pay to the depositor the purchase price for loans purchased 
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during the Funding Period (the "Subsequent Loans"). Monies on deposit in the Pre-Funding Account will not be available to cover losses on or in respect 

of the related loans. The Pre-Funded Amount will not exceed 50% of the initial aggregate principal amount of the certificates and notes of the related 

series. The Pre-Funded Amount will be used by the related trustee to purchase Subsequent Loans from the depositor from time to time dming the Funding 

Period. The Funding Period, if any, for a trust fund will begin on the related closing date and will end on the date specified in the related prospectus 

supplement, which in no event will be later than the date that is one year after the related closing date. Monies on deposit, in the Pre-Funding Account may 

be invested in Permitted Investments under the circumstances and in the manner described in the related Agreement. See "Credit Enhancement — Reserve 

Accounts" for a description of the types of investments which may constitute "Permitted Investments." Earnings on investment of funds in the Pre-

Funding Account will be deposited into the related Security Account or such other trust account as is specified in the related prospectus supplement and 

losses will be charged against the funds on deposit in the Pre-Funding Account. Any amounts remaining in the Pre-Funding Account at the end of the 

Funding Period will be distributed to the related seciwityholders in the manner and priority specified in the related prospectus supplement, as a prepayment 

of principal of the related securities. Prior to or concurrently with each distribution on a distribution date within the Funding Period, the master servicer or 

the trustee will furnish to each securityholder of record of the related series of securities a statement setting forth the amounts of the Pre-Funding Amount 

deployed by the trustee to purchase Subsequent Loans during the preceding collection period. The depositor will file or cause such statement to be filed 

with the SEC as an exhibit to a Current Report on Form 8-K within 15 days after the related distribution date. See "Description of the Securities — 

Reports to Securityholders." The underwriting standards for the Subsequent Loans will not materially differ from the underwriting standards for the 

mortgage loans initially included in the trust fund. 

In addition, if so provided in the related prospectus supplement, on the related closing date the depositor will deposit in an account (the 

"Capitalized Interest Account") cash in such amount as is necessary to cover shortfalls in interest on the related series of securities that may arise as a 

result of utilization of the Pre-Funding Account as described above. The Capitalized Interest Account shall be maintained with the trustee for the related 

series of securities and is designed solely to cover the above-mentioned interest shortfalls. Monies on deposit in the Capitalized Interest Account will not 

be available to cover losses on or in respect of the related loans. To the extent that the entire amount on deposit in the Capitalized Interest Account has not 

been applied to cover shortfalls in interest on the related series of securities by the end of the Funding Period, any amounts remaining in the Capitalized 

Interest Account will be paid to the depositor. 

Sub- servicing by Sellers 

Each seller of a loan or any other servicing entity may act as the sub-servicer for the loan pursuant to a sub-servicing agreement, which will not 

contain any terms inconsistent with the related Agreement. While each sub-servicing agreement will be a contract solely between the master servicer and 

the sub- servicer, the Agreement pursuant to which a series of securities is issued will provide that, if for any reason the master seivicer for the series of 

securities is no longer the master seivicer of the related loans, the trustee or any successor master servicer must recognize the sub-servicer's rights and 

obligations under the sub-servicing agreement. Notwithstanding any subservicing arrangement, unless otherwise provided in the related prospectus 

supplement, the master servicer will remain liable for its servicing duties and obligations under the Sale and Servicing Agreement as if the master servicer 

alone were servicing the loans. 

Collection Procedures 

The master servicer, directly or through one or more sub-servicers, will make reasonable efforts to collect all payments called for under the loans 

and will, consistent with each Agreement and any Pool Insurance Policy, Primary Mortgage Insurance Policy, FHA Insurance, VA Guaranty (as defined 

herein), bankruptcy bond or alternative arrangements, follow those collection procedures as are customary with respect to loans that are comparable to the 

loans. Consistent with the above, the master servicer may, in its discretion, waive any assumption fee, late payment or other charge in connection with a 

loan and to the extent not inconsistent with the coverage of the loan by a Pool Insurance Policy, Primary Mortgage Insurance Policy, FHA Insurance, VA 

Guaranty, bankruptcy bond or alternative arrangements, if applicable, arrange with a borrower a schedule for the liquidation of delinquencies running for 

no more than 125 days after the applicable due date for each payment. 
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In any case in which Property securing a loan has been, or is about to be, conveyed by the mortgagor or obligor, the master servicer will, to the 

extent it has knowledge of the conveyance or proposed conveyance, exercise or cause to be exercised its rights to accelerate the maturity of the loan under 

any due-on-sale clause applicable thereto, but only if the exercise of those fights is permitted by applicable law and will not impair or threaten to impair 

any recovery under any Primary Mortgage Insurance Policy. If these conditions are not met or if the master seivicer reasonably believes it is unable under 

applicable law to enforce the due-on-sale clause or if the loan is a mortgage loan insured by the FHA or partially guaranteed by the VA, the master 

servicer will enter into or cause to be entered into an assumption and modification agreement with the person to whom the Property has been or is about to 

be conveyed, pursuant to which the person becomes liable for repayment of the loan and, to the extent permitted by applicable law, the mortgagor remains 

liable thereon. Any fee collected by or on behalf of the master seivicer for entering into an assumption agreement will be retained by or on behalf of the 

master seivicer as additional servicing compensation. See "Legal Aspects of the Loans — Due-on-Sale Clauses." In connection with the assumption of 

any loan, the terms of the related loan may not be changed. 

With respect to cooperative loans, any prospective purchaser will generally have to obtain the approval of the board of directors of the relevant 

cooperative before purchasing the shares and acquiring rights under the related proprietary lease or occupancy agreement. See "Legal Aspects of the 

Loans." This approval is usually based on the purchaser's income and net worth and numerous other factors. Although the cooperative's approval is 

unlikely to be unreasonably withheld or delayed, the necessity of acquiring the approval could limit the number of potential purchasers for those shares 

and otherwise limit the trust fund's ability to sell and realize the value of those shares. 
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In general a "tenant-stockholder" (as defined in Code Section 216(b)(2)) of a corporation that qualifies as a "cooperative housing corporation" 

within the meaning of Code Section 216(b)(1) is allowed a deduction for amounts paid or accrued within his taxable year to the corporation representing 

his proportionate share of certain interest expenses and certain real estate taxes allowable as a deduction under Code Section 216(a) to the corporation 

under Code Sections 163 and 164. In order for a corporation to qualify under Code Section 216(b)(1) for its taxable year in which those items are 

allowable as a deduction to the corporation, that Section requires, among other things, that at least 80% of the gross income of the corporation be derived 

from its tenant-stockholders (as defmed in Code Section 216(b)(22). By virtue of this requirement, the status of a corporation for purposes of Code Section 

216(b)(1) must be determined on a year-to-year basis. Consequently, there can be no assurance that cooperatives relating to the cooperative loans will 

qualify under that Section for any particular year. In the event that a cooperative fails to qualify for one or more years, the value of the collateral securing 

any related cooperative loans could be significantly impaired because no deduction would be allowable to tenant-stockholders under Code Section 216(a) 

with respect to those years. In view of the significance of the tax benefits accorded tenant-stockholders of a corporation that qualifies under Code Section 

216(b)(I), the likelihood that a failure would be permitted to continue over a period of years appears remote. 

Hazard Insurance 

In general, the master servicer will require the mortgagor or obligor on each loan to maintain a hazard insurance policy providing for no less than 

the coverage of the standard form of fire insurance policy with extended coverage customary for the type of Property in the state in which the Property is 

located. This coverage will be in an amount that is at least equal to the lesser of 

• the maximinn insurable value of the improvements securing the loan or 

• the greater of 

(1) the outstanding principal balance of the loan, and 

(2) an amount such that the proceeds of the policy shall be sufficient to prevent the mortgagor and/or the mortgagee from becoming a co-

insurer. 
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All amounts collected by the master servicer under any hazard policy (except for amounts to be applied to the restoration or repair of the Property 

or released to the mortgagor or obligor in accordance with the master servicer's normal servicing procedures) will be deposited in the related Security 

Account. In the event that the master servicer maintains a blanket policy insuring against hazard losses on all the loans comprising part of a trust fund, it 

will conclusively be deemed to have satisfied its obligation relating to the maintenance of hazard insurance. This blanket policy may contain a deductible 

clause, in which case the master servicer will be required to deposit from its own funds into the related Security Account the amounts which would have 

been deposited in the Security Account but for that clause. 

In general, the standard form of fire and extended coverage policy covers physical damage to or destruction of the improvements securing a loan 

by fire, lightning, explosion, smoke, windstorm and hail, riot, strike and civil commotion, subject to the conditions and exclusions particularized in each 

policy. Although the policies relating to the loans may have been underwritten by different insurers under different state laws in accordance with different 

applicable forms and therefore may not contain identical terms and conditions, the basic terms thereof are dictated by respective state laws, and most of 

those policies typically do not cover any physical damage resulting from the following: war, revolution, governmental actions, floods and other water-

related causes, earth movement (including earthquakes, landslides and mud flows), nuclear reactions, wet or dry rot, vermin, rodents, insects or domestic 

animals, theft and, in certain cases, vandalism and hurricanes. The foregoing list is merely indicative of certain lands of uninsured risks and is not intended 

to be all inclusive. If the Property securing a loan is located in a federally designated special flood area at the time of origination, the master servicer will 

require the mortgagor or obligor to obtain and maintain flood insurance. 

The hazard insurance policies covering properties securing the loans typically contain a clause which in effect requires the insured at all time to 

carry insurance of a specified percentage of a specified percentage (generally 80% to 90%) of the full replacement value of the insured Property in order to 

recover the full amount. of any partial loss. If the insured's coverage falls below this specified percentage, then the insurer's liability in the event of partial 

loss will not exceed the larger of 

• the actual cash value (generally defined as replacement cost at the time and place of loss, less physical depreciation) of the improvements 

damaged or destroyed or 

• such proportion of the loss as the amount of insurance carried bears to the specified percentage of the full replacement cost of the 

improvements. 

Since the amount of hazard insurance the master servicer may cause to be maintained on the improvements securing the loans declines as the 

principal balances owing thereon decrease, and since improved real estate generally has appreciated in value over time in the past, the effect of this 

requirement in the event of partial loss may be that hazard insurance proceeds will be insufficient to restore fully the damaged Property If specified in the 
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related prospectus supplement, a special hazard insurance policy will be obtained to insure against certain of the uninsured risks described above. See 

"Credit Enhancement." 

The master servicer will not require that a standard hazard or flood insurance policy be maintained On the cooperative dwelling relating to any 

cooperative loan. Generally, the cooperative itself is responsible for maintenance of hazard insurance for the Property owned by the cooperative and the 

tenant-stockholders of that cooperative do not maintain individual hazard insurance policies. To the extent, however, that a cooperative and the related 

borrower on a cooperative loan do not maintain hazard insurance or do not maintain adequate coverage or any insurance proceeds are not applied to the 

restoration of damaged Property, any damage to the borrower's cooperative dwelling or the cooperative's building could significantly reduce the value of 

the collateral securing the related cooperative loan to the extent not covered by other credit support 

If the Property securing a defaulted loan is damaged and proceeds, if any, from the related hazard insurance policy are insufficient to restore the 

damaged Property, the master servicer is not required to expend its own funds to restore the damaged Property unless it determines (i) that restoration will 

increase the proceeds to securityholders on liquidation of the loan after reimbursement of the master servicer for its expenses and (ii) that the related 

expenses will be recoverable by it from related Insurance Proceeds or Liquidation Proceeds. 
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If recovery on a defaulted loan under any related Insurance Policy is not available for the reasons set forth in the preceding paragraph, or if the 

defaulted loan is not covered by an Insurance Policy, the master servicer will be obligated to follow or cause to be followed those normal practices and 

procedures as it deems necessary or advisable to realize upon the defaulted loan If the proceeds of any liquidation of the Property securing the defaulted 

loan are less than the principal balance of the related loan plus interest accrued thereon that is payable to securityhohlers, the trust fund will realize a loss 

in the amount of the difference plus the aggregate of expenses incurred by the master servicer in connection with the liquidation proceedings and which are 

reimbursable under the Agreement. In the unlikely event that any liquidation proceedings result in a total recovery Much is, after reimbursement to the 

master servicer of its expenses, in excess of the principal balance of the loan plus interest accrued thereon that is payable to secruityholders, the master 

servicer will be entitled to withdraw or retain from the Security Account amounts representing its normal servicing compensation with respect to the loan 

and amounts representing the balance of the excess, exclusive of any amount required by law to be fonvarded to the related borrower, as additional 

servicing compensation. 

If the master servicer or its designee recovers Insurance Proceeds which, when added to any related Liquidation Proceeds and after deduction of 

certain expenses reimbursable to the master servicer, exceed the principal balance of the loan plus interest accrued thereon that is payable to 

securityholders, the master servicer will be entitled to withdraw or retain from the Security Account amounts representing its normal servicing 

compensation with respect to the loan. In the event that the master servicer has expended its own funds to restore the damaged Property and those funds 

have not been reimbursed under the related hazard insurance policy, it will be entitled to withdraw from the Security Account out of related Liquidation 

Proceeds or Insurance Proceeds an amount equal to those expenses incurred by it, in which event the trust fund may realize a loss up to the amount so 

charged. Since Insurance Proceeds cannot exceed deficiency claims and certain expenses incurred by the master servicer, no such payment or recovery will 

result in a recovery to the trust fund which exceeds the principal balance of the defaulted loan together with accrued interest thereon. See "Credit 

Enhancement." 

The proceeds from any liquidation of a loan will be applied in the following order of priority: first, to reimburse the master servicer for any 

unreimbursed expenses incurred by it to restore the related Property and any unreimbursed servicing compensation payable to the master servicer with 

respect to the loan; second, to reimburse the master servicer for any unreimbursed advances with respect to the loan; third, to accrued and unpaid interest 

(to the extent no advance has been made for that amount) on the loan; and fourth, as a recovery of principal of the loan. 

Realization upon Defaulted Loans 

Primal),  Mortgage Insurance Policies. If so specified in the related prospectus supplement, the master servicer will maintain or cause to be 

maintained, as the case may be, in full force and effect, a Primary Mortgage Insurance Policy with regard to each loan for which this type of coverage is 

required. Primary Mortgage Insurance Policies reimburse certain losses sustained by reason of defaults in payments by borrowers. The master servieer will 

not cancel Or refuse to renew any Primary Mortgage Insurance Policy in effect at the time of the initial issuance of a series of securities that is required to 

be kept in force under the applicable Agreement unless the replacement Primary Mortgage Insurance Policy for the cancelled or nonrenewed policy is 

maintained with an insurer whose claims-paying ability is sufficient to maintain the current rating of the classes of securities of the series that have been 

rated. 

FHA Insurance; VA Guaranties. Loans designated in the related prospectus supplement as insured by the FHA will be insured by the FHA as 

authorized under the United States Horning Act of 1937, as amended. In addition to the Title I Program of the FHA, see "Legal Aspects of the Loans—

The Title I Program," certain loans will be insured under various FBA programs including the standard FHA 203(b) program to finance the acquisition of 

one- to four-family housing units and the FHA 245 graduated payment mortgage program. These programs generally limit the principal amount and 

interest rates of the mortgage loans insured. Loans insured by FHA generally require a minimum down payment of approximately 5% of the original 

principal amount of the loan. No FHA-insured loans relating to a series may have an interest rate or original principal amount exceeding the applicable 

PHA limits at the time of origination of the loan. 
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Loans designated in the related prospectus supplement as guaranteed by the VA will be partially guaranteed by the VA under the Serviceman's 

Readjustment Act of 1944, as amended (a "VA Guaranty"). The Serviceman's Readjustment Act of 1944, as amended, permits a veteran (or in certain 

instances the spouse of a veteran) to obtain a mortgage loan guaranty by the VA covering mortgage financing of the purchase of a one- to four-family 

dwelling unit at interest rates permitted by the VA. The program has no mortgage loan limits, requires no down payment from the purchaser and permits 

the guaranty of mortgage loans of up to 30 years' duration. However, no loan guaranteed by the VA will have an original principal amount greater than 

five times the partial VA Guaranty for the loan. The maximum guaranty that may be issued by the VA under a VA guaranteed mortgage loan depends 

upon the original principal amount of the mortgage loan, as further described in 38 United States Code Section 1803(a), as amended. 

Servicing and Other Compensation and Payment of Expenses 

The principal servicing compensation to be paid to the master servicer in respect of its master servicing activities for each series of securities will 

be equal to the percentage per annum described in the related prospectus supplement (which may vary under certain circumstances) of the outstanding 

principal balance of each loan, and this compensation will be retained by it from collections of interest on the loan in the related trust fund (the "Master 

Servicing Fee"). As compensation for its servicing duties, a sub-servicer or, if there is no sub-servicer, the master seivicer will be entitled to a monthly 

servicing fee as described in the related prospectus supplement. In addition, generally, the master servicer or sub- servicer will retain all prepayment 

charges, assumption fees and late payment charges, to the extent collected from borrowers, and any benefit that may accrue as a result of the investment of 

funds in the applicable Security Account 

The master servicer will pay or cause to be paid certain ongoing expenses associated with each trust fund and incurred by it in connection with 

its responsibilities under the related Agreement, including, without limitation, payment of any fee or other amount payable in respect of any credit 

enhancement arrangements, payment of the fees and disbursements of the trustee, any custodian appointed by the trustee, the certificate registrar and any 

paying agent, and payment of expenses incurred in enforcing the obligations of sub-servicers and sellers. The master servicer will be entitled to 

reimbursement of expenses incurred in enforcing the obligations of sub -servicers and sellers under certain limited circumstances. In addition, the master 

servicer will be entitled to reimbursement for certain expenses incurred by it in connection with any defaulted mortgage loan as to which it has 

determined that all recoverable liquidation proceeds and insurance proceeds have been received, and in connection with the restoration of mortgaged 

properties, the right of reimbursement being before the rights of ceffificateholders to receive any related liquidation proceeds, including insurance 

proceeds. 

Evidence as to Compliance 

Each Agreement will provide that on or before a specified date in each year, a firm of independent public accountants will furnish a statement to 

the trustee to the effect that, on the basis of the examination by that firm conducted substantially in compliance with the Uniform Single Attestation 

Program for Mortgage Bankers or the Audit Program for Mortgages serviced for FHLMC, the servicing by or on behalf of the master servicer of mortgage 

loans or private asset backed securities, Or under pooling and servicing agreements substantially similar to each other (including the related Agreement) 

was conducted in compliance with those agreements except for any significant exceptions or errors in records that, in the opinion of the firm, the Audit 

Program for Mortgages serviced for FHLMC, or the Uniform Single Attestation Program for Mortgage Bankers, it is required to report. In rendering its 

statement the firm may rely, as to matters relating to the direct servicing of loans by sub- servicers, upon comparable statements for examinations 

conducted substantially in compliance with the Unitbrrn Single Attestation Program for Mortgage Bankers or the Audit Program for Mortgages serviced 

for FHLMC (rendered within one year of the statement) of firms of independent public accountants with respect to the related sub- servicer. 

Each Agreement will also provide for delivery to the trustee, on or before a specified date in each year, of an annual statement signed by two 

officers of the master servicer to the effect that the master servicer has fulfilled its obligations under the Agreement throughout the preceding year. 
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Copies of the annual accountants' statement and the statement of officers of the master servicer may be obtained by securityholders of the related 

series without charge upon written request to the master servicer at the address set forth in the related prospectus supplement. 

Certain Matters Regarding the Master Servicer and the Depositor 

The applicable prospectus supplement may provide that another entity will act as the master servicer under a Pooling and Servicing Agreement or 

Sale and Servicing Agreement, as applicable, but if it does not, the master servicer will be First Horizon. First Horizon is an indirect wholly owned 

subsidiary of First Horizon National Corporation, a Tennessee corporation incorporated in 1968 and registered as a bank holding company under the Bank 

Holding Company Act of 1956, as amended. First Horizon is not a party to any legal proceedings that could have a material impact on its ability to service 

the mortgage loans under the applicable Agreement. First Horizon maintains its principal office at 4000 Horizon Way, Dallas, Texas 75063. Its telephone 

number is (2.14) 441-4000. 

First Horizon Or any other entity acting as master servicer under a Pooling and Servicing Agreement or Sale and Servicing Agreement, as 

applicable, may have normal business relationships with the depositor or the depositor's affiliates. 
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Each Agreement will provide that the master servicer may not resign from its obligations and duties under the Agreement except upon a 

determination that its duties thereunder are no longer permissible under applicable law, The master servicer may, however, be removed from its 

obligations and duties as set forth in the Agreement. No resignation by the master servicer will become effective until the trustee or a successor servicer 

has assumed the master seivicer's obligations and duties under the Agreement. 

Each Agreement will further provide that neither the master servicer, the depositor nor any director, officer, employee or agent of the master 

servicer or the depositor will be under any liability to the related trust fund or securityholders for any action taken or for refraining from the taking of any 

action in good faith pursuant to the Agreement, or for en -ors in judgment; provided, however, that neither the master servicer, the depositor nor any 

director, officer, employee or agent of the master servicer or the depositor will be protected against any liability which would otherwise be imposed by 

reason of willful misfeasance, bad faith or gross negligence in the performance of duties thereunder or by reason of reckless disregard of obligations and 

duties thereunder. Each Agreement will further provide that the master servicer, the depositor and any director, officer, employee or agent of the master 

servicer or the depositor will be entitled to indemnification by the related trust fund and will be held harmless against any loss, liability or expense 

incurred in connection with any legal action relating to the Agreement or the securities, other than any loss, liability or expense related to any specific loan 

or loans (except for any loss, liability or expense otherwise reimbursable pursuant to the Agreement) and any loss, liability or expense incurred by reason 

of willful misfeasance, bad faith or gross negligence in the performance of duties thereunder or by reason of reckless disregard of obligations and duties 

thereunder, In addition, each Agreement will provide that neither the master servicer nor the depositor will be under any obligation to appear in, prosecute 

or defend any legal action which is not incidental to its respective responsibilities under the Agreement and which in its opinion may involve it in any 

expense or liability. The master servicer or the depositor may, however, in its discretion undertake any action which it may deem necessary or desirable 

with respect to the Agreement and the rights and duties of the parties thereto and the interests of the securityholders thereunder. In this event, the legal 

expenses and costs of the action and any liability resulting therefrom will be expenses, costs and liabilities of the trust fund and the master servicer or the 

depositor, as the case may be, will be entitled to be reimbursed therefor out of funds otherwise distributable to securityholders. 

In general, any person into which the master servicer may be merged or consolidated, or any person resulting from any merger or consolidation to 

which the master servicer is a party, or any person succeeding to the business of the master servicer, will be the successor of the master seivicer under each 

Agreement, provided that 

• that person is qualified to sell mortgage loans to, and service mortgage loans on behalf of, Fannie Mae or Freddie Mac and 

• the related merger, consolidation or succession does not adversely affect the then current rating or ratings of the class or classes of securities of 

the related series that have been rated. 
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Events of Default; Rights upon Event of Default 

Pooling and Servicing Agreement; Sale and Servicing Agreement. The applicable prospectus supplement may provide for other "Events of 

Default" under any Pooling and Servicing Agreement or Sale and Servicing Agreement, but if it does not, the Events of Default will consist of 

• any failure by the master seivicer to distribute or cause to be distributed to securityholders of any class any required payment (other than an 

advance) which continues muemedied for five days after the giving of written notice of the failure to the master servicer by the trustee Or the 

depositor, or to the master servicer, the depositor and the trustee by the holders of securities of the class evidencing not less than 25% of the 

total distributions allocated to the class ("percentage interests"); 

• any failure by the master servicer to make an advance as required under the Agreement, unless cured as specified in the Agreement; 

• any failure by the master servicer duly to observe or perform in any material respect any of its other covenants or agreements in the Agreement 

which continues unremedied for thirty days after the giving of written notice of the failure to the master seivicer by the trustee or the depositor, 

or to the master servicer, the depositor and the trustee by the holders of securities of any class evidencing not less than 25% of the aggregate 

percentage interests constituting the class; and 

• certain events of insolvency, readjustment of debt, marshaling of assets and liabilities or similar proceeding and certain actions by or on behalf 

of the master servicer indicating its insolvency, reorganization or inability to pay its obligations. 

If specified in the related Prospectus Supplement, the Agreement will permit the trustee to sell the Trust Fund Assets and the other assets of the 

trust fund described under "Credit Enhancement" in this prospectus in the event that payments in respect thereto are insufficient to make payments 

required in the Agreement. The assets of the trust fund will be sold only under the circumstances and in the manner specified in the related prospectus 

supplement. 

The applicable prospectus supplement may provide for steps required to be taken if an Event of Default remains unremedied, but if it does not, so 

long as an Event of Default under an Agreement remains unremedied, the depositor or the trustee may, and at the direction of holders of securities of any 

class evidencing not less than 25% of the aggregate percentage interests constituting the class and under such other circumstances as may be specified in 
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the Agreement, the trustee shall terminate all of the rights and obligations of the master seivicer under the Agreement relating to the trust fund and in and 

to the related Trust Fund Assets, whereupon the trustee will succeed to all of the responsibilities, duties and liabilities of the master servicer under the 

Agreement, including, if specified in the related prospectus supplement, the obligation to make advances, and will be entitled to similar compensation 

. arrangements. In the event that the trustee is unwilling or unable so to act, it may appoint, or petition a court of competent jurisdiction for the appointment 

of, a mortgage loan servicing institution with a net worth of at least $10,000,000 to act as successor to the master seivicer under the Agreement. Pending 

that appointment, the trustee is obligated to act in that capacity. The trustee and any successor to the master servicer may agree upon the servicing 

compensation to be paid, which in no event may be greater than the compensation payable to the master servicer under the Agreement. 

Unless otherwise provided in the related prospectus supplement, no securityholder, solely by virtue of the holder's status as a securityholder, will 

have any right under any Agreement to institute any proceeding with respect to the Agreement, unless the holder previously has given to the trustee written 

notice of default and unless the holders of securities of any class of the series evidencing not less than 25% of the aggregate percentage interests 

constituting the class have made written request upon the trustee to institute the proceeding in its own name as trustee thereunder and have offered to the 

trustee reasonable indemnity, and the trustee for 60 days has neglected or refused to institute the proceeding. 
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Indenture. The applicable prospectus supplement may provide for other Events of De thult, but if it does not, the Events of Default under each 

Indenture will consist of 

• a default in the payment of any principal of or interest on any note of the series which continues umemedied for five days after the giving of 

written notice of the default is given as specified in the related prospectus supplement; 

• failure to perform in any material respect any other covenant of the depositor or the trust fund in the Indenture which continues for a period of 

thirty (30) days after notice thereof is given in accordance with the procedures described in the related prospectus supplement; 

• certain events of bankruptcy, insolvency, receivership or liquidation of the depositor or the trust fund; or 

• any other Event of Default provided with respect to notes of that series including but not limited to certain defaults on the part of the issuer, if 

any, of a credit enhancement instrument supporting the notes. 

If an Event of Default with respect to the notes of any series at the time outstanding occurs and is continuing, either the trustee or the holders of a 

majority of the then aggregate outstanding amount of the notes of the series may declare the principal amount (or, if the notes of the series have an interest 

rate of 0%, that portion of the principal amount as may be specified in the terms of the series, as provided in the related prospectus supplement) of all the 

notes of the series to be due and payable immediately. This declaration may, under certain circumstances, be rescinded and annulled by the holders of 

more than 50% of the percentage interests of the notes of the series. 

If, following an Event of Default with respect to any series of notes, the notes of the series have been declared to be due and payable, the trustee 

may, in its discretion, notwithstanding the acceleration, elect to maintain possession of the collateral securing the notes of the series and to continue to 

apply distributions on the collateral as if there had been no declaration of acceleration if the collateral continues to provide sufficient funds for the payment 

of principal of and interest on the notes of the series as they would have become due if there had not been a declaration of acceleration. In addition, the 

trustee may not sell or otherwise liquidate the collateral seeming the notes of a series following an Event of Default, other than a default in the payment of 

any principal or interest on any note of the series for five days or more, unless 

• the holders of 100% of the percentage interests of the notes of the series consent to the sale, 

• the proceeds of the sale or liquidation are sufficient to pay in full the principal of and accrued interest, due and unpaid, on the outstanding notes 

of the series at the date of the sale or 

• the trustee determines that the collateral would not be sufficient on an ongoing basis to make all payments on the notes as the payments would 

have become due if the notes had not been declared due and payable, and the trustee obtains the consent of the holders of 66 213% of the 

percentage interests of the notes of the series. 

In the event that the tmstee liquidates the collateral in connection with an Event of Default involving a default for five days or more in the 

payment of principal of or interest on the notes of a series, the Indenture provides that the trustee will have a prior lien on the related liquidation proceeds 

for unpaid fees and expenses. As a result, upon the occurrence of such an Event of Default, the amount available for distribution to the noteholders would 

be less than would otherwise be the case. However, the trustee may not institute a proceeding for the enforcement of its lien except in connection with o 

proceeding for the enforcement of the lien of the Indenture for the benefit of the noteholders after the occurrence of such an Event of Default 
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In the event the principal of the notes of a series is declared due and payable, as described above, the holders of any notes issued at a discount 

from par may be entitled to receive no more than an amount equal to the unpaid principal amount thereof less the amount of the discount which is 

unamortized. 

Subject to the provisions of the Indenture relating to the duties of the trustee, in case an Event of Default shall occur and be continuing with 

respect to a series of notes, the trustee shall be under no obligation to exercise any of the rights or powers under the Indenture at the request or direction of 

any of the holders of notes of the series, unless the holders offered to the trustee security or indemnity satisfactory to it against the costs, expenses and 

liabilities which might be incurred by it in complying with the request or direction. Subject to the provisions for indemnification and certain limitations 

contained in the Indenture, the holders of a majority of the then aggregate outstanding amount of the notes of the series shall have the right to direct the 

lime, method and place of conducting any proceeding for any remedy available to the trustee or exercising any trust or power conferred on the trustee with 

respect to the notes of the series, and the holders of a majority of the then aggregate outstanding amount of the notes of the series may, in certain cases, 

waive any default with respect thereto, except a default in the payment of principal or interest or a default in respect of a covenant or provision of the 

Indenture that cannot be modified without the waiver or consent of all the holders of the outstanding notes of the series affected thereby. 

Amendment 

The applicable prospectus supplement may specify other amendment provisions, but if it does not, each Agreement may be amended by the 

depositor, the master scilicet and the trustee, without the consent of any of the security -holders, 

(a) to cure any ambiguity; 

(b) to correct any defective provision in the Agreement or to supplement any provision in the Agreement that may be inconsistent with any 

other provision in it; or 

(c) to make any other revisions with respect to matters or questions arising under the Agreement which are not inconsistent with the 

provisions in it, 

provided that the action will not adversely affect in any material respect the interests of any securityholder. An amendment will be deemed not to 

adversely affect in any material respect the interests of the securityholders if the person requesting the amendment obtains a letter from each Rating 

Agency requested to rate the class or classes of securities of the series staling that the amendment will not result in the downgrading or withdrawal of the 

respective ratings then assigned to the securities. 

In addition, to the extent provided in the related Agreement, an Agreement may be amended without the consent of any of the securityholders, to 

change the manner in which the Security Account is maintained, provided that any change does not adversely affect the then current rating on the class or 

classes of securities of the series that have been rated. Moreover, the related Agreement may be amended to modify, eliminate or add to any of its 

provisions to the extent necessary to maintain the qualification of the related trust fund as a REMIC or to avoid or minimize the risk of imposition of any 

tax on the REMIC, if a REMIC election is made with respect to the trust fund, or to comply with any other requirements of the Code, if the trustee has 

received an opinion of counsel to the effect that the action is necessary or helpful to maintain the qualification, avoid or minimize that risk or comply with 

those requirements, as applicable. 

The applicable prospectus supplement may specify other amendment provisions, but if it does not, each Agreement may also be amended by the 

depositor, the master servicer and the trustee with consent of holders of securities of the series evidencing not less than 66% of the aggregate percentage 

interests of each class affected thereby for the purpose of adding any provisions to or changing in an manner or eliminating any of the provisions of the 

Agreement or of modifying in any manner the rights of the holders of the related securities; provided, however, that no amendment may 

• reduce in any manner the amount of or delay the timing ot,  payments received on 10011S which are required to be distributed on any security 

without the consent of the holder of the security, or 

• reduce the aforesaid percentage of securities of any class the holders of which are required to consent to any such amendment, 

in each case without the consent of the holders of all securities of the class covered by the Agreement then outstanding. 
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If a REMIC election is made with respect to a trust fund, the trustee will not be entitled to consent to an amendment to the related Agreement 

without having first received an opinion of counsel to the effect that the amendment will not cause the trust fund to fail to qualify as a REMIC 

Termination; Optional Termination 

Pooling and Servicing Agreement Tmst Agreement . The applicable prospectus supplement may provide for the timing by which the Agreement 
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terminates, but if it does not, the obligations created by each Pooling and Servicing Agreement and Trust Agreement for each series of securities will 

terminate upon the payment to the related secruityholders of all amounts held in the Security Account or by the master servicer and required to be paid to 

them pursuant to the Agreement following the later of 

(i) the final payment of or other liquidation of the last of the Trust Fund Assets subject thereto or the disposition of all Property acquired upon 

foreclosure of any Trust Fund Assets remaining in the trust fund, and 

(ii) the purchase by the master servicer or, if REMIC treatment has been elected and if specified in the related prospectus supplement, by the 

holder of the residual interest in the REMIC (see "Material Federal Income Tax Consequences" below), from the related trust fund of all of the 

remaining Trust Fund Assets and all Property acquired in respect of the Trust Fund Assets. 

Any purchase of Trust Fund Assets and Property acquired in respect of Trust Fund Assets evidenced by a series of securities will be made at the 

option of the master servicer, or the party specified in the related prospectus supplement, including the holder of the REMIC residual interest, at a price 

specified in the related prospectus supplement. The exercise of this right will effect early retirement of the securities of that series, but the right of the 

master servicer, or the other party or, if applicable, the holder of the REMIC residual interest, to so purchase is subject to the principal balance of the 

related Trust Fund Assets being less then the percentage specified in the related prospectus supplement of the aggregate principal balance of the Trust Fund 

Assets at the cut-off date for the series. The foregoing is subject to the provision that if a REMIC election is made with respect to a trust fund, any 

repurchase pursuant to clause (ii) above will be made only in connection with a "qualified liquidation" of the REM IC within the meaning of Section 

860 F(g)(4) of the Code. 

Indenture. The Indenture will be discharged with respect to a series of notes (except with respect to certain continuing rights specified in the 

Indenture) upon the delivery to the trustee for cancellation of all the notes of the series or, with certain limitations, upon deposit with the trustee of funds 

sufficient for the payment in full of all of the notes of the series. 

In addition to the discharge with certain limitations, the Indenture will provide that, if so specified with respect to the notes of any series, the 

related trust fund will be discharged from any and all obligations in respect of the notes of the series (except for certain obligations relating to temporary 

notes and exchange of notes, to register the transfer of or exchange notes of the series, to replace stolen, lost or mutilated notes of the series, to maintain 

paying agencies and to hold monies for payment in trust) upon the deposit with the trustee, in trust, of money and/or direct obligations of or obligations 

guaranteed by the United States of America which through the payment of interest and principal in respect thereof in accordance with their terms will 

provide money in an amount sufficient to pay the principal of and each installment of interest on the notes of the series on the last scheduled dishibution 

date for the notes and any installment of interest on the notes in accordance with the terms of the Indenture and the notes of the series. In the event of any 

defeasance and discharge of notes of a series, holders of notes of the series would be able to look only to this money and/or direct obligations for payment 

of principal and interest, if any, on their notes until maturity. 
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The Trustee 

The trustee under each Agreement will be named in the applicable prospectus supplement. The commercial bank or trust company serving as 

trustee may have normal banking relationships with the depositor, the master servicer and any of their respective affiliates. 

CERTAIN LEGAL ASPECTS OF THE LOANS 

The following discussion contains summaries, which are general in nature, of certain legal matters relating to the loans. Because the legal aspects 

are governed primarily by applicable state law (which laws may differ substantially), the descriptions do not, except as expressly provided below, reflect 

the laws of any particular state, nor encompass the laws of all states in which the security for the loans is situated. The descriptions are qualified in their 

entirety by reference to the applicable federal laws and the appropriate Laws of the states in which loans may be originated. 

General 

The loans for a series may be secured by deeds of trust, mortgages, security deeds or deeds to secure debt, depending upon the prevailing practice 

in the state in which the Property subject to the loan is located. Deeds of trust are used almost exclusively in California instead of mortgages. A mortgage 

creates a lien upon the Property encumbered by the mortgage, which lien is generally not prior to the lien for real estate taxes and assessments. Priority 

between mortgages depends on their terms and generally on the order of recording with a state or county office. There are two panics to a mortgage, the 

mortgagor, who is the borrower and owner of the Property, and the mortgagee, who is the lender. Under the mortgage instrument, the mortgagor delivers 

to the mortgagee a note or bond and the mortgage. Although a deed of trust is similar to a mortgage, a deed of trust formally has three parties, the 

borrower-property owner celled the trustor (similar to a mortgagor), a lender (similar to a mortgagee) called the beneficiary, and a third-party grantee 

called the trustee. Under a deed of trust, the borrower grants the Property, irrevocably until the debt is paid, in trust, generally with a power of sale, to the 

trustee to secure payment of the obligation. A security deed and a deed to secure debt are special types of deeds which indicate on their face that they are 

granted to secure an underlying debt. By executing a security deed or deed to secure debt, the grantor conveys title to, as opposed to merely creating a lien 

upon, the subject Property to the grantee until the underlying debt is repaid. The trustee's authority under a deed of trust, the mortgagee's authority under a 

mortgage and the grantee's authority under a security deed or deed to secure debt are governed by law and, with respect to some deeds of trust, the 
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directions of the beneficialy. 

Cooperatives. Certain of the loans may be cooperative loans. The cooperative owns all the Property that comprises the project, including the land, 

separate dwelling units and all common areas. The cooperative is directly responsible for project management and, in most cases, payment of real estate 

taxes and hazard and liability insurance. If there is a blanket mortgage on the cooperative and/or underlying land, as is generally the case, the cooperative, 

as project mortgagor, is also responsible for meeting these mortgage obligations. A blanket mortgage is ordinarily incurred by the cooperative in 

connection with the construction or purchase of the cooperative's apartment Wilding. The interest of the occupant under proprietary leases or occupancy 

agreements to which that cooperative is a party are generally subordinate to the interest of the holder of the blanket mortgage in that building. If the 

cooperative is unable to meet the payment obligations arising under its blanket mortgage, the mortgagee holding the blanket mortgage could foreclose on 

that mortgage and terminate all subordinate proprietary leases and occupancy agreements. In addition, the blanket mortgage on a cooperative may provide 

financing in the form of a mortgage that does not fully amortize with a significant portion of principal being due in one lump sum at final maturity. The 

inability of the cooperative to refinance this mortgage and its consequent inability to make the final payment could lead to foreclosure by the mortgagee 

providing the financing. A foreclosure in either event by the holder of the blanket mortgage could eliminate or significantly diminish the value of any 

collateral held by the lender who financed the purchase by an individual tenant-stockholder of cooperative shares or, in the case of a trust fund including 

cooperative loans, the collateral securing the cooperative loans. 
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The cooperative is owned by tenant-stockholders who, through ownership of stock, shares or membership certificates in the corporation, receive 

proprietary leases or occupancy agreements which confer exclusive rights to occupy specific units. Generally, a tenant-stockholder of a cooperative must 

make a monthly payment Co the cooperative representing the tenant- stockholder's pro rata share of the cooperative's payments for its blanket mortgage, 

real property taxes, maintenance expenses and other capital or ordinary expenses. An ownership interest in a cooperative and accompanying rights is 

financed through a cooperative share loan evidenced by a promissory note and secured by a security interest in the occupancy agreement or proprietary 

lease and in the related cooperative shares. The lender takes possession of the share certificate and a counterpart of the proprietary lease or occupancy 

agreement, and a financing statement covering the proprietary lease or occupancy agreement and the cooperative shares is filed in the appropriate state and 

local offices to perfect the lender's interest in its collateral. Subject to the limitations discussed below, upon defitult of the tenant-stockholder, the lender 

may sue for judgment on the promissory note, dispose of the collateral at a public or private sale or otherwise proceed against the collateral or tenant-

stockholder as an individual as provided in the security agreement covering the assignment of the proprietary lease or occupancy agreement and the pledge 

of cooperative shares. 

Foreclosure 

Deed of Trust. Foreclosure of a deed of trust is generally accomplished by a non-judicial sale under a specific provision in the deed of trust 

which authorizes the trustee to sell the Property at public auction upon any material default by the borrower under the terms of the note or deed of trust, In 

certain states, the foreclosure also may be accomplished by judicial action in the manner provided for foreclosure of mortgages. In addition to any notice 

requirements contained in a deed of trust, in some states (including California), the trustee must record a notice of default and send a copy to the borrower-

trustor and to any person who has recorded a request for a copy of any notice of default and notice of sale. In addition, the trustee must provide notice in 

some states to any other individual having an interest of record in the Property, including any junior lienholders. In some states (including California), the 

borrower- tnistor has the right to reinstate the loan at any time following default until shortly before the trustee's sale. In general, the borrower, or any 

other person having a junior encumbrance on the real estate, may, during a reinstatement period, cure the default by paying the entire amount in arrears 

plus the costs and expenses incurred in enforcing the obligation. Certain state laws control the amount of foreclosure expenses and costs, including 

attorney's fees, which may be recoverable by a lender. If the deed of trust is not reinstated within any applicable cure period, a notice of sale must be 

posted in a public place and, in most states (including California), published for a specified period of time in one or more newspapers. These notice 

provisions require that a copy of the notice of sale be posted on the Property and sent to all parties having an interest of record in the Property. In 

California, the entire process from recording a notice of default to a non-judicial sale usually takes four to five months. 

Mortgages. Foreclosure of a mortgage is generally accomplished by judicial action. The action is initiated by the service of legal pleadings upon 

all parties having an interest in the Property. Delays in completion of the foreclosure may occasionally result from difficulties in locating necessary 

parties. judicial foreclosure proceedings are often not contested by any of the parties. When the mortgagee's right to foreclosure is contested, the legal 

proceedings necessary to resolve the issue can be time consuming. After the completion of a judicial foreclosure proceeding, the court generally issues a 

judgment of foreclosure and appoints a referee or other court officer to conduct the sale of the Property. In some states, mortgages may also be foreclosed 

by advertisement, pursuant to a power of sale provided in the mortgage. Foreclosure of a mortgage by advertisement is essentially similar to foreclosure of 

a deed of trust by nonjudicial power of sale. In general, the borrower, or any other person having a junior encumbrance on the real estate, may, during a 

statutorily prescribed reinstatement period, cure a monetary default by paying the entire amount in wears plus other designated costs and expenses 

incurred in enforcing the obligation. Generally, state law controls the amount of foreclosure expenses and costs, including attorney's fees, which may be 

recovered by a lender. After the reinstatement period has expired without the default having been cured, the borrower or junior lienholders no longer has 

the right to reinstate the loan and must pay the loan in full to prevent the scheduled foreclosure sale. If tire deed of trust is not reinstated, a notice of a sale 

must be posted in a public place and, in most states, published for a specific period of time in one or more newspapers. In addition, some state laws 

require that a copy of the notice of sale be posted on the property and sent to all parties having an interest in the real property. 
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Although foreclosure sales are typically public sales, frequently no third party purchaser bids in excess of the lender's lien because of the 

difficulty of determining the exact status of title to the Property, the possible deterioration of the Property during the foreclosure proceedings and a. 

requirement that the purchaser pay for the Property in casts or by cashier's check. Thus the foreclosing lender often purchases the Property from the trustee 

or referee foe an amount equal to the principal amount outstanding under the loan, accrued and unpaid interest and the expenses of foreclosure in which 

event the mortgagor's debt will be extinguished or the lender may purchase for a lesser amount in order to preserve its right against a borrower to seek a 

deficiency judgment in states where the judgment is available. Thereafter, subject to the right of the borrower in some states to remain in possession 

during the redemption period, the lender will assume the burden of ownership, including obtaining hazard insurance and making the repairs at its own 

expense as are necessary to render the Property suitable for sale, The lender will commonly obtain the services of a real estate broker and pay the broker's 

commission in connection with the sale of the Property. Depending upon market conditions, the ultimate proceeds of the sale of the Property may not 

equal the lender's investment in the Property. Any loss may be reduced by the receipt of any mortgage guaranty insurance proceeds, 

Courts have imposed general equitable principles upon foreclosure, which are generally designed to mitigate the legal consequences to the 

borrower of the borrower's defaults under the loan documents. Some courts have been faced with the issue of whether federal or state constitutional 

provisions reflecting due process concerns for fair notice require that borrowers under deeds of trust receive notice longer than that prescribed by statute. 

For the most part, these cases have upheld the notice provisions as being reasonable or have found that the sale by a trustee under a deed of trust does not 

involve sufficient state action to afford constitutional protection to the borrower. 

When the beneficiary under a junior mortgage or deed of trust cures the default and reinstates or redeems by paying the full amount of the senior 

mortgage or deed of trust, the amount paid by the beneficiary so to cure or redeem becomes a part of the indebtedness secured by the junior mortgage or 

deed of trust. See "Junior Mortgages and Rights of Senior Mortgagees" below. 

Cooperalive Loans. The cooperative shares owned by the tenant-stockholder and pledged to the lender are, in almost all cases, subject to 

restictions on transfer as set forth in the cooperative's certificate of incorporation and bylaws, as well as the proprietary lease or occupancy agreement, 

and may be cancelled by the cooperative for failure by the tenant-stockholder to pay rent or other obligations or charges owed by the tenant-stockholder, 

including mechanics' liens against the cooperative apartment building incurred by the tenant-stockholder. The proprietary lease or occupancy agreement 

generally permits the cooperative to terminate the lease or agreement in the event an obligor fails to make payments or defaults in the performance of 

covenants required thereunder. Typically, the lender and the cooperative enter into a recognition agreement which establishes the rights and obligations of 

both parties in the event of a default by the tenant-stockholder on its obligations under the proprietary lease or occupancy agreement. A default by the 

tenant-stockholder under the proprietary lease or occupancy agreement will usually constitute a default under the security agreement between the lender 

and the tenant-stockholder. 

The recognition agreement generally provides that, in the event that the tenant-stockholder has defaulted under the proprietary lease or occupancy 

agreement, the cooperative will take no action to terminate the lease or agreement until the lender has been provided with an opportunity to cure the 

default The recognition agreement typically provides that if the proprietary lease or occupancy agreement is terminated, the cooperative will recognize the 

lender's lien against proceeds form the sale of the cooperative apartment, subject, however, to the cooperative's right to sums due under the proprietary 

lease or occupancy agreement. The total amount owed to the cooperative by the tenant-stockholder, which the lender generally cannot restrict and does not 

monitor, could reduce the value of the collateral below the outstanding principal balance of the cooperative loan and accrued and unpaid interest thereon. 

Recognition agreements also provide that in the event of a foreclosure on a cooperative loan, the lender must obtain the approval or consent of the 

cooperative as required by the proprietary lease before transferring the cooperative shares or assigning the proprietary lease. Generally, the lender is not 

limited in any rights it may have to dispossess the tenant-stockholders. 
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in some states, foreclosure on the cooperative shares is accomplished by a sale its accordance with the provisions of Article 9 of the Uniform 

Commercial Code (the "UCC") and the security agreement relating to those shares. Article 9 of the UCC requires that a sale be conducted in a 

"commercially reasonable" manner. Whether a foreclosure sale has been conducted in a "commercially reasonable" manner will depend on the facts in 

each case. In determining commercial reasonableness, a court will look to the notice given the debtor and the method, manner, time, place and terms of the 

foreclosure. Generally, a sale conducted according to the usual practice of banks selling similar collateral will be considered reasonably conducted. 

Article 9 of the UCC provides that the proceeds of the sale will be applied first to pay the costs and expenses of the sale and then to satisfy the 

indebtedness secured by the lender's security interest. The recognition agreement, however, generally provides that the lender's right to reimbursement is 

subject to the right of the cooperative to receive sums due under the proprietary lease or occupancy agreement. If there are proceeds remaining, the lender 

must account to the tenant-stockholder for the surplus. Conversely, if a portion of the indebtedness remains unpaid, the tenant-stockholder is generally 

responsible for the deficiency. See "Anti-Deficiency Legislation and Other Limitations on Lenders" below. 

In the case of foreclosure on a building which was converted from a rental building to a budding owned by a cooperative under a non-eviction 

plan, some states require that a purchaser at a foreclosure sale take the Property subject to rent control and rent stabilization laws which apply to certain 

tenants who elected to remain in the building but who did not purchase shares in the cooperative when the building was so converted. 

EllVir0 nmenta I Risks 
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Property pledged as security to a lender may be subject to unforeseen, environmental risks. Under the laws of certain states, contamination of a 

Property may give rise to a lien on the Property to assure the payment of the costs of clean-up. In several states this type of lien has pnority over the hen of 

an existing mortgage against the Property. In addition, under the federal Comprehensive Environmental Response, Compensation and Liability Act, as 

amended ("CERCLA"), the EPA may impose a lien on Property where EPA has incurred clean-up costs. However, a CERCLA hen is subordinate to pre-

existing, perfected security interests. 

Under the laws of some states, and under C.ERCLA, it is conceivable that a secured lender may be held liable as an "owner" or "operator" for the 

costs of addressing releases or threatened releases of hazardous substances at a Property, even though the environmental damage or threat was caused by a 

prior or current owner or operator. CERCLA imposes liability for those costs on any and all "responsible parties," including owners or operators. However, 

CERCLA excludes from the definition of "owner or operator" a secured creditor who holds indieia of ownership primarily to protect its security interest 

(the "secured creditor exclusion") but without "participating in the management" Of the Property. Thus, if a lender's activities begin to encroach on the 

actual management of a contaminated facility or Property, the lender may incur liability as an "owner or operator" under CERCLA. Similarly, if a lender 

forecloses and takes title to a contaminated facility or Property, the lender may incur CERCLA liability in various circumstances, including, but not 

limited to, when it holds the facility or Property as an investment (including leasing the facility or Property to third party), or fails to market the Property 

in a timely fashion. 

Whether actions taken by a lender would constitute participation in the management of a Property, or the business of a borrower, so as to render 

the secured creditor exemption unavailable to a lender has been a matter of judicial interpretation of the statutory language, and court decisions have been 

inconsistent In 1990, the Court of Appeals for the Eleventh Circuit suggested that the mere capacity of the lender to influence a borrower's decisions 

regarding disposal of hazardous substances was sufficient participation in the management of the borrower's business to deny the protection of the secured 

creditor exemption to the lender. 

This ambiguity appears to have been resolved by the enactment of the Asset Conservation, Lender Liability and Deposit Insurance Protection Act 

of 1996, which was signed into law by President Clinton on September 30, 1996. This legislation provides that in order to be deemed to have participated 

in the management of a Property, a lender must actually participate in the operational affairs of the Property or the borrower. The legislation also provides 

that participation in the management of the Property does not include "merely having the capacity to influence, or unexercised right to control" operations. 

Rather, a lender will lose the protection of the secured creditor exemption only if it exercises decision-making control over the borrower's environmental 

compliance and hazardous substance handling and disposal practices, or assumes day-to-day management of all operational functions of the Property. 

-69- 

If a lender is or becomes liable, it can bring an action for contribution against any other "responsible parties," including a previous owner or 

operator, who created the environmental hazard, but those persons or entities may be bankrupt or otherwise judgment proof The costs associated with 

environmental cleanup may be substantial. It is conceivable that the costs arising from the circumstances set forth above would result in a loss to 

certificateholders. 

CERCLA does not apply to petroleum products, and the secured creditor exclusion does not govern liability for cleanup costs under federal laws 

other than CERCLA, in particular Subtitle I of the federal Resource Conservation and Recovery Act ("RCRA"), which regulates underground petroleum 

storage tanks (except heating oil tanks). The EPA has adopted a lender liability rule for underground storage tanks under Subtitle I of RCRA. Under that 

rule, a holder of a security interest in an underground storage tank or real property containing an underground storage tank is not considered an operator of 

the underground storage tank as long as petroleum is not added to, stored in or dispensed from the tank. Moreover, under the Asset Conservation Act, the 

protections accorded to lenders under CERCLA are also accorded to holders of security interests in underground petroleum storage tanks. It should be 

noted, however, that liability for cleanup of petroleum contamination may be governed by state law, which may not provide for any specific protection for 

secured creditors or, alternatively, may not impose liability on secured creditors at all. 

In general, at the time the loans were originated no environmental assessment, or a very limited environmental assessment, of the Properties was 

conducted. 

Rights of Redemption 

In some states, after sale pursuant to a deed of trust or foreclosure of a mortgage, the borrower and foreclosed junior lienors are given a statutory 

period in which to redeem the Property from the foreclosure sale. In certain other states (including California), this right of redemption applies only to 

sales following judicial foreclosure, and not to sales pursuant to a non-judicial power of sale. In most states where the right of redemption is available, 

statutory redemption may occur upon payment of the foreclosure purchase price, accrued interest and taxes. In other states, redemption may be authorized 

if the former borrower pays only a portion of the sums due. The effect of a statutory right of redemption is to diminish the ability of the lender to sell the 

foreclosed Property. The exercise of a right of redemption would defeat the title of any purchaser from the lender subsequent to foreclosure or sale under a 

deed of trust. Consequently, the practical effect of the redemption right is to force the lender to retain the Property and pay the expenses of ownership until 

the redemption period has run. In some states, there is no right to redeem Property after a trustee's sale under a deed of trust. 

Anti- deficiency Legislation and Other Limitations on Lenders 

Certain states have imposed statutory and judicial restrictions that limit the remedies of a beneficiary under a deed of trust or a mortgagee under a 
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mortgage. In some states (including California) statutes and case law limit the right of the beneficiary or mortgagee to obtain a deficiency judgment against 

borrowers financing the purchase of their residence or following sale under a deed of trust or certain other foreclosure proceedings. A deficiency judgment 

is a personal judgment against the borrower equal in most cases to the difference between the amount due to the lender and the fair market value of the 

Property at the time of the foreclosure sale. In certain states, including California, if a lender simultaneously originates a loan secured by a senior lien on a 

particular Property and a loan secured by a junior lien on the same Property, the lender, as the holder of the junior lien, may be precluded from obtaining a 

deficiency judgment with respect to the excess of the aggregate amount owed under both loans over the proceeds of any sale under a deed of trust or other 

foreclosure proceedings. As a result of these prohibitions, it is anticipated that in most instances the master servicer will utilize the non-judicial 

foreclosure remedy and will not seek deficiency judgments against defaulting borrowers. 
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Some state statutes require the beneficiary or mortgagee to exhaust the security afforded under a deed of trust or mortgage by foreclosure in an 

attempt to satisfy the full debt before bringing a personal action against the borrower. In certain other states, the lender has the option of bringing a 

personal action against the borrower on the debt without first exhausting the security; however, in some of these states, the lender, following judgment on 

the personal action, may be deemed to have elected a remedy and may be precluded from exercising remedies with respect to the security. Consequently, 

the practical effect of the election requirement, when applicable, is that lenders will usually proceed first against the security rather than bringing a 

personal action against the borrower. In some states, exceptions to the anti-deficiency statutes are provided for in certain instances where the value of the 

lender's security has been impaired by acts or omissions of the borrower, for example, in the event of waste of the Property. Finally, other statutory 

provisions limit any deficiency judgment against the former borrower following a foreclosure sale to the excess of the outstanding debt over the fair 

market value of the Property at the time of the public sale. The purpose of these statutes is generally to prevent a beneficiary or a mortgagee from 

obtaining a large deficiency judgment against the former borrower as a result of low or no bids at the foreclosure sale. 

Generally, Article 9 of the UCC governs foreclosure on cooperative shares and the related proprietary lease or occupancy agreement. Some courts 

have interpreted section 9-504. of the UCC to prohibit a deficiency award unless the creditor establishes that the sale of the collateral (which, in the case of 

a cooperative loan, would be the shares of the cooperative and the related proprietary lease or occupancy agreement) was conducted in a commercially 

reasonable manner. 

In addition to anti-deficiency and related legislation, ninnerous other federal and state statutory provisions, including the federal bankruptcy 

laws, and state laws affording relief to debtors, may interfere with or affect the ability of the secured mortgage lender to realize upon its security. For 

example, in a proceeding under the federal Bankruptcy Code, slender may not foreclose on a Property without the permission of the bankruptcy court. The 

rehabilitation plan proposed by the debtor may provide, if the Property is not the debtor's principal residence and the court determines that the value of the 

Property is less than the principal balance of the mortgage loan, for the reduction of the secured indebtedness to the value of the Property as of the date of 

the commencement of the bankruptcy, rendering the lender a general unsecured creditor for the difference, and also may reduce the monthly payments due 

under the mortgage loan, change the rate of interest and alter the mortgage loan repayment schedule. The effect of these types of proceedings under the 

federal Bankruptcy Code, including but not limited to any automatic stay, could result in delays in receiving payments on the loans underlying a series of 

securities and possible reductions in the aggregate amount of the payments. 

The federal tax laws provide priority to certain tax liens over the lien of a mortgage or secured party. Numerous federal and state consumer 

protection laws impose substantive requirements upon mortgage lenders in connection with the origination, servicing and enforcement of mortgage loans. 

These laws include the federal Truth-in-Lending Act, Real Estate Settlement Procedures Act, Equal Credit Opportunity Act, Fair Credit Billing Act, Fair 

Credit Reporting Act and related statutes and regulations. These federal and state laws impose specific statutory liabilities on lenders who fail to comply 

with the provisions of the law. In some cases, this liability may affect assignees of the loans or contracts. 

Due- on-Sale Clauses 

Generally, each conventional loan will contain a due-on-sale clause which will generally provide that if the mortgagor or obligor sells, transfers 

or conveys the Property, the loan or contract may be accelerated by the mortgagee or secured party. Court decisions and legislative actions have placed 

substantial restriction on the right of lenders to enforce due-on-sale clauses in many states. For instance, the California Supreme Court in  August 1978 

held that due-on-sale clauses were generally unenforceable. However, the Gam-St Germain Depository Institutions Act of 1982 (the "Gam-St Germain 

Act"), subject to certain exceptions, preempts state constitutional, statutory and case law prohibiting the enforcement of due-on-sale clauses. As a result, 

due-on-sale clauses have become generally enforceable except in those states whose legislatures exercised their authority to regulate the enforceability of 

those clauses with respect to mortgage loans that were (i) originated or assumed during the "window period" under the (ham- St c7lermain Act which ended 

in all cases not later than October 15, 1982, and (ii) originated by lenders other than national banks, federal savings institutions and federal credit unions. 

FHLMC has taken the position in its published mortgage servicing standards that, out of a total of eleven "windowperiod states," five states (Arizona, 

Michigan, Minnesota, New M esico and Utah) have enacted statutes extending, on various terms and for varying periods, the prohibition on enforcement of 

due-on-sale clauses with respect to certain categories of widow period loans. Also, the Gam-St Germans Act does "encourage" lenders to permit 

assumption of loans at the original rate of interest or at some other rate less than the average of the original rate and the market. rate. 
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As to loans secured by an owner-occupied residence, the Gam- St Germ n Act sets forth nine specific instances in which a mortgagee covered by 
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the Act may not exercise its rights under a due-on-sale clause, notwithstanding the fact that a transfer of the Property may have occurred. The inability to 

enforce a clue-on-sale clause may result in transfer of the related Property to an uncreditworthy person, which could increase the likelihood of default or 

may result in a mortgage bearing an interest rate below the current market rate being assumed by a new home buyer, which may affect the average life of 

the loans and the number of loans which may extend to maturity. 

In addition, under federal banlanptcy law, due-on-sale clauses may not be enforceable in bankruptcy proceedings and may, under certain 

circumstances, be eliminated in any modified mortgage resulting from the bankruptcy proceeding. 

Enforceability of Prepayment and Late Payment Fees 

Forms of notes, mortgages and deeds of trust used by lenders may contain provisions obligating the borrower to pay a late charge if payments are 

not timely made, and in some circumstances may provide for prepayment fees or penalties if the obligation is paid prior to maturity. In certain states, there 

are or may be specific limitations upon the late charges which a lender may collect from a borrower for delinquent payments. Certain states also limit the 

amounts that a lender may collect from a borrower as an additional charge if the loan is prepaid. Under certain state laws, prepayment charges may not be 

imposed after a certain period of time following the origination of mortgage loans with respect to prepayments on loans secured by liens encumbering 

owner-occupied residential properties. Since many of the Properties will be owner- occupied, it is anticipated that prepayment charges may not be imposed 

with respect to many of the loans. The absence of a prepayment penalty, particularly with respect to fixed rate loans having higher Loan Rates, may 

increase the likelihood of refinancing or other early retirement of the those loans or contracts. Late charges and prepayment penalties are typically retained 

by service's as additional servicing compensation. 

Applicability of Usury Laws 

Title V of the Depository Institutions Deregulation and Monetary Control Act of 1980, enacted in March 1980 ("Title V") provides that state 

usury limitations shall not apply to certain types of residential first mortgage loans originated by certain lenders after March 31, 1980. The Office of Thrift 

Supervision, as successor to the Federal Home Loan Bank Board, is authorized to issue rules and regulations and to publish interpretations governing 

implementation of Title V. The statute authorized the states to reimpose interest rate limits by adopting, before April 1, 1983, a law or constitutional 

provision which expressly rejects an application of the federal law. Fifteen states adopted these laws prior to the April 1, 1983 deadline. In addition, even 

where Title V is not so rejected, any state is authorized by the law to adopt a provision limiting discount points or other charges on mortgage loans covered 

by Title V. Certain states have taken action to reimpose interest rate limits and/or to limit discount points or other charges. 

Hume Improvement Contracts 

General. Some home improvement contracts may in addition to being secured by mortgages on real estate, also be secured by purchase money 

security interests in home improvements financed thereby (these home improvement contracts are refened to in this section as "contracts"). These 

contracts generally are "chattel paper" or constitute "purchase money security interests" each as defined in the UCC. Pursuant to the UCC, the sale of 

chattel paper is treated in a manner similar to perfection of a security interest in chattel paper. Under the related Agreement, the depositor will transfer 

physical possession of the contracts to the trustee or a designated custodian or may retain possession of the contracts as custodian for the trustee. In 

addition, the depositor will make an appropriate filing of a UCC- 1 financing statement in the appropriate states to, among other things, give notice of the 

trust fund's ownership of the contracts. In general, the contracts will not be stamped or otherwise marked to reflect their assignment from the depositor to 

the trustee. Therefore, if through negligence, fraud or otherwise, a subsequent purchaser were able to take physical possession of the contracts without 

notice of the assignment, the trust fund's interest in the contracts could be defeated. 
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Security Interests in Home Improvements. The contracts that are secured by the home improvements financed thereby grant to the originator of 

the contracts a purchase money security interest in the home improvements to secure all or part of the purchase price of the home improvements and 

related services. A financing statement generally is not required to be filed to perfect a purchase money security interest in consumer goods. These 

purchase money security interests are assignable. In general, a purchase money security interest grants to the holder a security interest that has priority 

over a conflicting security interest in the same collateral and the proceeds of the collateral. However, to the extent that the collateral subject to a purchase 

money security interest becomes a fixture, in order for the related purchase money security interest to take priority over a conflicting interest in the 

fixture, the holder's interest in the home improvement must generally be perfected by a timely fixture filing. In general, a security interest does not exist 

under the UCC in ordinary building material incorporated into an improvement on land. Home improvement contracts that finance lumber, bricks, other 

types of ordinary building material or other goods that are deemed to lose this characterization upon incorporation of the materials into the related 

Property, will not be secured by a purchase money security interest in the home improvement being financed. 

Enforcement of Security Interest in Home littprovements. So long as the home improvement has not become subject to the real estate law, a 

creditor can repossess a home improvement securing a contract by voluntary surrender, by "self-help" repossession that is "peaceful" (i.e., without breach 

of the peace) or, in the absence of voluntary surrender and the ability to repossess without breach of the peace, by judicial process. The holder of a contract 

must give the debtor a number of days' notice, which varies from 10 to 30 days depending on the state, prior to commencement of any repossession. The 

UCC and consumer protection laws in most states place restrictions on repossession sales, including requiring prior notice to the debtor and commercial 

reasonableness in effecting a repossession sale. The law in most states also requires that the debtor be given notice of any sale prior to resale of the unit 

that the debtor may redeem at or before the resale. 
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Under the laws applicable in most states, a creditor is entitled to obtain a deficiency judgment from a debtor for any deficiency on repossession 

and resale of the Property securing the debtor's loan. However, some states impose prohibitions or limitations on deficiency judgments, and in many cases 

the defaulting borrower would have no assets with which to pay a judgment. 

Certain other statutory provisions, including federal and state bankruptcy and insolvency laws and general equitable principles, may limit or 

delay the ability of a lender to repossess and resell collateral or enforce a deficiency judgment. 

Consumer PYotaction LOWS . The so-called holder in due course rule of the Federal Trade Commission is intended to defeat the ability of the 

transferor of a consumer credit contract which is the seller of goods which gave rise to the transaction (and certain related lenders and assignees) to 

transfer the contract flee of notice of claims by the debtor thereunder. The effect of this rule is to subject the assignee of a contract to all claims and 

defenses which the debtor could assert against the seller of goods. Liability under this rule is limited to amounts paid under a contract; however, the 

obligor also may be able to assert the rule to set off remaining amounts due as a defense against a claim brought by the trustee against the obligor. 

Numerous other federal and state consumer protection laws impose requirements applicable to the origination and lending pursuant to the contracts, 

including the Truth in Lending Act, the Federal Trade Commission Act, the Fair Credit Billing Act, the Fair Credit Reporting Act, the Equal Credit 

Opportunity Act, the Fair Debt Collection Practices Act and the Uniform Consumer Credit Code. In the case of some of these laws, the failure to comply 

with their provisions may affect the enforceability of the related contract. 

Applicability of Usury Law. Title V, provides that, subject to the following conditions, state usury limitations shall not apply to any contract 

which is secured by a first lien on certain kinds of consumer goods. The contracts would be covered if they satisfy certain conditions governing, among 

other things, the terms of any prepayments, late charges and deferral fees and requiring a 30-day notice period prior to instituting any action leading to 

repossession of the related unit. 
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Title V authorized any state to reimpose limitations on interest rates and finance charges by adopting before April 1, 1983 a law or constitutional 

provision which expressly rejects application of the federal law. Fifteen states adopted this type of law prior to the April 1, 1983 deadline. In addition, 

even where Title V was not so rejected, any state is authorized by the law to adopt a provision limiting discount points or other charges on loans covered 

by Title V. 

Installment Contracts 

The loans may also consist of installment contracts. Under an installment contract the seller (referred to in this section as the "lender") retains 

legal title to the Property and enters into an agreement with the purchaser (referred to in this section as the "borrower") for the payment of the purchase 

price, plus interest, over the term of the contract. Only after full performance by the borrower of the contract is the lender obligated to convey title to the 

Property to the purchaser. As with mortgage or deed of trust financing, during the effective period of the installment contract, the borrower is generally 

responsible for maintaining the Property in good condition and for paying real estate taxes, assessments and hazard insurance premiums associated with 

the Property. 

The method of enforcing the rights of the lender under an installment contract varies on a state-by-state basis depending upon the extent to which 

state courts are willing, or able pursuant to state statute, to enforce the contract strictly according to its terms. The terms of installment contracts generally 

provide that upon a default by the borrower, the borrower loses his or her right to occupy the Property, the entire indebtedness is accelerated, and the 

buyer's equitable interest in the Property is forfeited. The lender in this type of situation does not have to foreclose in order to obtain title to the Property, 

although in sonic cases a quiet title action is in order if the borrower has filed the installment contract in local land records and an ejectment action may be 

necessary to recover possession. In a few states, particularly in cases of borrower default during the early years of an installment contract, the courts will 

permit ejectment of the buyer and a forfeiture of his or her interest in the Property. However, most state legislatures have enacted provisions by analogy to 

mortgage law protecting borrowers under installment contracts from the harsh consequences of forfeiture. Under these statutes, a judicial or nonjudicial 

foreclosure may be required, the lender may be required to give notice of default and the borrower may be granted some grace period during which the 

installment contract may be reinstated upon full payment of the default amount and the borrower may have a post-foreclosure statutory redemption right. 

In other states, courts in equity may permit a borrower with significant investment in the Property under an installment contract for the sale of real estate 

to share in the proceeds of sale of the Property after the indebtedness is repaid or may otherwise refuse to enforce the forfeiture clause. Nevertheless, 

generally speaking, the lender's procedures for obtaining possession and clear title under an installment contract in a given state are simpler and less time-

consuming and costly than are the procedures for foreclosing and obtaining clear title to a Property subject to one or more liens. 

Servicemembers Civil Relief Act 

Generally, under the terms of the Servicemembers Civil Relief Act (the "Relief Act"), a borrower who enters military service after the origination 

of the borrower's loan (including a borrower who is in reserve status at the time of the origination of the loan and is later called to active duty) may not be 

charged interest above an annual rate of 6% during the period of the borrower's active duty status, unless a court orders otherwise upon application of the 

lender. The California Military and Veterans Code (the "California Military Code") provides protection equivalent to that provided by the Relief Act to 

California National Guard members called up to active service by the Governor of California, California National Guard members called up to active 

service by the President of the United States and reservists called to active duty. Because the Relief Act and the California Military Code apply to 
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borrowers who enter military service, no information can be provided as to the number of mortgage loans that may be affected by the Relief Act or the 

California Military Code, It is possible that the interest rate limitation could have an effect, for an indeterminate period of time, on the ability of the master 

servicer to collect full amounts of interest on certain of the loans. Unless otherwise provided in the related prospectus supplement, any shortfall in interest 

collections resulting from the application of the Relief Act and the California Military Code could result in losses to securityholders. The Relief Act and 

the California Military Code also impose limitations which would impair the ability of the master servicer to foreclose on an affected loan or enforce rights 

under a home improvement contract during the borrower's period of active duty status and, under certain circumstances, during an additional three month 

period after that period. Moreover, the Relief Act and the California Military Code permit the extension of a loan's maturity and the re-adjustment of its 

payment schedule beyond the completion of military service. Thus, in the event that a loan that is subject to the Relief Act or the California Military Code 

goes into default, there may be delays and losses occasioned by the inability to realize upon the Property in a timely fashion. 
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Junior Mortgages and Rights of Senior Mortgagees 

To the extent that the loans comprising the trust fund for a series are secured by mortgages which are junior to other mortgages held by other 

lenders or institutional investors, the rights of the trust fund (and therefore the securityholders), as mortgagee under the junior mortgage, are subordinate to 

those of any mortgagee under any senior mortgage. The senior mortgagee has the right to receive hazard insurance and condemnation proceeds and to 

cause the Property seeming the loan to be sold upon default of the mortgagor, thereby extinguishing the junior mortgagee's lien unless the junior 

mortgagee asserts its subordinate interest in the Property in foreclosure litigation and, possibly, satisfies the defaulted senior mortgage. A junior mortgagee 

may satisfy a defaulted senior loan in full and, in some states, may cure a default and bring the senior loan current, in either event adding the amounts 

expended to the balance due on the junior loan. In most states, absent a provision in the mortgage or deed of trust, no notice of default is required to be 

given to a junior mortgagee. 

The standard form of the niortgage used by most institutional lenders confers on the mortgagee the fight both to receive all proceeds collected 

under any hazard insurance policy and all awards made in connection with condemnation proceedings, and to apply these proceeds and awards to any 

indebtedness secured by the mortgage, in the order determined by the mortgagee. Thus, in the event improvements on the Property are damaged or 

destroyed by fire or other casualty, or in the event the Property is taken by condemnation, the mortgagee or beneficiary under senior mortgages will have 

the prior right to collect any insurance proceeds payable under a hazard insurance policy and any award of damages in connection with the condemnation 

and to apply the same to the indebtedness secured by the senior mortgages. Proceeds in excess of the amount of senior mortgage indebtedness, in most 

cases, may be applied to the indebtedness of a junior mortgage. 

Another provision sometimes found in the form of the mortgage or deed of trust used by institutional lenders obligates the mortgagor to pay 

before delinquency all taxes and assessments on the Property and, when due, all encumbrances, charges and liens on the Property which appear prior to the 

mortgage or deed of trust, to provide and maintain fire insurance on the Property, to maintain and repair the Property and not to commit or permit any 

waste thereof, and to appear in and defend any action or proceeding purporting to affect the Property or the rights of the mortgagee under the mortgage, 

Upon a failure of the mortgagor to perform any of these obligations, the mortgagee is given the right under certain mortgages to perform the obligation 

itself, at its election, with the mortgagor agreeing to reimburse the mortgagee for any sums expended by the mortgagee on behalf of the mortgagor. All 

sums so expended by the mortgagee become part of the indebtedness secured by the mortgage. 

The form of credit line trust deed or mortgage generally used by most institutional lenders which make revolving credit line loans typically 

contains a "future advance" clause, which provides, in essence, that additional amounts advanced to or on behalf of the borrower by the beneficiary or 

lender are to be secured by the deed of trust or mortgage. Any amounts so advanced after the cut-off date with respect to any Mortgage will not be 

included in the trust fund. The priority of the lien securing any advance made under the clause may depend in most states on whether the deed of trust or 

mortgage is called and recorded as a credit line deed of trust or mortgage. If the beneficiary or lender advances additional amounts, the advance is entitled 

to receive the same priority as amounts initially advanced under the trust deed or mortgage, notwithstanding the fact that there may be junior trust deeds or 

mortgages and other liens which intervene between the date of recording of the trust deed or mortgage and the date of the future advance, and 

notwithstanding that the beneficiary or lender had actual knowledge of the intervening junior trust deeds or mortgages and other liens at the time of the 

advance. Inmost states, the trust deed or mortgage lien securing mortgage loans of the type which includes home equity credit lines applies retroactively 

to the date of the original recording of the trust deed or mortgage, provided that the total amount of advances under the home equity credit line does not 

exceed the maxinnun specified principal amount of the recorded trust deed or mortgage, except as to advances made after receipt by the lender of a written 

notice of lien from a judgment lien creditor of the trustor. 
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Home Equity Line of Credit Loans 

The form of credit line trust deed or mortgage generally used by most institutional lenders which make home equity line of credit loans typically 

contains a "future advance" clause, which provides, in essence, that additional amounts advanced to or on behalf of the borrower by the beneficiary or 

lender are to be secured by the deed of trust or mortgage. The priority of the lien securing any advance made under the clause may depend in most states 

on whether the deed of trust or mortgage is called and recorded as a credit line deed of trust or mortgage. If the beneficiary or lender advances additional 

amounts, the advance is entitled to receive the same priority as amounts initially advanced under the credit line deed of trust or mortgage, notwithstanding 
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the fact that there may be junior trust deeds or mortgages and other liens which intervene between the date of recording of the trust deed or mortgage and 

the date of the future advance, and notwithstanding that the beneficiary or lender had actual knowledge of the intervening junior trust deeds or mortgages 

and other liens at the time of the advance. Inmost states, the trust deed or mortgage liens securing mortgage loans of the type which includes home equity 

credit lines applies retroactively to the date of the original recording of the trust deed or mortgage, provided that the total amount of advances under the 

home equity credit line does not exceed the maximum specified principal amount of the recorded trust deed or mortgage, except as to advances made after 

receipt by the lender of a written notice of lien from a. judgment lien creditor of the trustor. 

The. Title I Progyani 

General. Certain of the loans contained in a trust fund may be loans insured under the FBA Title I Credit Insurance program created pursuant to 

Sections 1 and 2(a) of the National Housing Act of 1934 (the "Title I Program"). Under the Title I Program, the FHA is authorized and empowered to 

insure qualified lending institutions against losses on eligible loans. The Title I Program operates as a coinsurance program in which the FHA insures up to 

90% of certain losses incurred on an individual insured loan, including the unpaid principal balance of the loan, but only to the extent of the insurance 

coverage available in the lender's FHA insurance coverage reserve account, The owner of the loan bears the uninsured loss on each loan. 

The types of loans which are eligible for insurance by the FHA under the Title I Program include property improvement loans ("Property 

Improvement Loans" or "Title I Loans"). A Property Improvement Loan or Title I Loan means a loan made to finance actions or items that substantially 

protect or improve the basic livability or utility of a Property and includes single family improvement loans. 

There are two basic methods of lending or originating these loans which include a "direct loan" or a "dealer loan." With respect to a direct loan, 

the borrower makes application directly to a lender without any assistance from a dealer, which application may be filled out by the borrower or by a 

person acting at the direction of the borrower who does not have a financial interest in the loan transaction, and the lender may disburse the loan proceeds 

solely to the borrower or jointly to the borrower and other parties to the transaction. With respect to a dealer loan, the dealer, who has a direct or indirect 

financial interest in the loan transaction, assists the borrower in preparing the loan application or otherwise assists the borrower in obtaining the loan from 

lender and the lender may distribute proceeds solely to the dealer or the borrower or jointly to the borrower and the dealer or other parties. With respect to 

a dealer Title I Loan, a dealer may include a seller, a contractor or supplier of goods or services. 

Loans insured under the Title I Program are required to have fixed interest rates and, generally, provide for equal installment payments due 

weekly, biweekly, semi-monthly or monthly, except that a loan may be payable quarterly or semi-annually in order to correspond with the borrower's 

irregular flow of income. The first or last payments (or both) may vary in amount but may not exceed 150% of the regular installment payment, and the 

first scheduled payment may he due no later than two months from the date of the loan. The note must contain a provision permitting full or partial 

prepayment of the loan. The interest rate may be established by the lender and must be fixed for the term of the loan and recited in the note. Interest on an 

insured loan must accrue from the date of the loan and be calculated on a simple interest basis. The lender must assure that the note and all other 

documents evidencing the loan are in compliance with applicable federal, state and local laws. 

Each insured lender is required to use prudent lending standards in underwriting individual loans and to satisfy the applicable loan underwriting 

requirements under the Title 1 Program prior to its approval of the loan and disbursement of loan proceeds. Generally, the lender must exercise prudence 

and diligence to determine whether the borrower and any co-maker is solvent and an acceptable credit risk, with a reasonable ability to make payments on 

the loan obligation. The lender's credit application and review must determine whether the borrower's income will be adequate to meet the periodic 

payments required by the loan, as well as the borrower's other housing and recurring expenses, which determination must be made in accordance with the 

expense-to-income ratios published by the Secretary of HUD. 
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Under the Title I Program, the FHA does not review or approve for qualification for insurance the individual loans insured thereunder at the time 

of approval by the lending institution (as is typically the case with other federal loan programs). If, after a loan has been made and reported for insurance 

under the Title I Program, the lender discovers any material misstatement of fact or that the loan proceeds have been misused by the borrower, dealer or 

any other party, it shall promptly report this to the FHA. In this case, provided that the validity of any lien on the Property has not been impaired, the 

insurance of the loan under the Title I Program will not be affected unless the material misstatements of fact or misuse of loan proceeds was caused by (or 

was knowingly sanctioned by) the lender or its employees. 

Requirenzents for Title I Loans. The maximum principal amount for Title I Loans must not exceed the actual cost of the project plus any 

applicable fees and charges allowed under the Title I Program; provided that the maximum amount does not exceed $25,000 (or the current applicable 

amount) for a single family property improvement loan. Generally, the term of a Title 1 Loan may not be less than six months nor greater than 20 years 

and 32 days. A borrower may obtain multiple Title I Loans with respect to multiple properties, and a borrower may obtain more than one Title I Loan with 

respect to a single Property, in each case as long as the total outstanding balance of all Title I Loans in the same Property does not exceed the maximum 

loan amount for the type of Title I Loan thereon having the highest permissible loan amount. 

Borrower eligibility for a Title I Loan requires that the borrower have at least a one-half interest in either fee simple title to the real property, a 

lease thereof for a tem) expiring at least six months after the final maturity of the Title I Loan or a recorded land installment contract for the purchase of 

the real property, and that the borrower have equity in the property being improved at least equal to the amount of the Title 1 Loan if the loan amount 

exceeds $15,000. Any Title I Loan in excess of $7,500 must be secured by a recorded lien on the improved property which is evidenced by a mortgage or 
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deed of trust executed by the borrower and all other owners in fee simple. 

The proceeds from a Title I Loan may be used only to finance property improvements which substantially protect or improve the basic livability 

or utility of the Properly as disclosed in the loan application. The Secretary of HUD has published a list of items and activities which cannot be financed 

with proceeds from any Title I Loan and from time to time the Secretary of HUD may amend the list of items and activities. With respect to any dealer 

Title I Loan, before the lender may disburse funds, the lender must have in its possession a completion certificate on a HUD approved form, signed by the 

borrower and the dealer. With respect to any direct Title I Loan, the borrower is required to submit to the lender, promptly upon completion of the 

improvements but not later than six months after disbursement of the loan proceeds with one six month extension if necessary, a completion certificate, 

signed by the borrower. The lender or its agent is required to conduct an on-site inspection on any Title I Loan where the principal obligation is $7,500 or 

more, and on any direct Title I Loan where the borrower fails to submit a completion certificate. 

FHA Insurance Coverage. Under the Title I Program the FHA establishes an insurance coverage reserve account for each lender which has been 

granted a Title I insurance contract. The amount of insurance coverage in this account is 10% of the amount disbursed, advanced or expended by the lender 

in originating or purchasing eligible loans registered with FHA for Title I insurance, with certain adjustments. The balance in the insurance coverage 

reserve account is the maximum amount of insurance claims the FHA is required to pay. Loans to be insured under the Title I Program will be registered 

for insurance by the FHA and the insurance coverage attributable to the loans will be included in the insurance coverage reserve account for the 

originating or purchasing lender following the receipt and acknowledgment by the FHA of a loan report on the prescribed form pursuant to the Title I 

regulations. The FHA charges a fee of 0.50% per annum of the net proceeds (the original balance) of any eligible loan so reported and acknowledged for 

insurance by the originating lender. The FHA bills the lender for the insurance premium on each insured loan annually, on approximately the anniversary 

date of the loan's origination. If an insured loan is prepaid during the year, FHA will not refund the insurance premium, but will abate any insurance 

charges falling due after the prepayment. 
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Under the Title I Program the FHA will reduce the insurance coverage available in the lender's FHA insurance coverage reserve account with 

respect to loans insured under the lender's contract of insurance by (i) the amount of the FHA insurance claims approved for payment relating to the 

insured loans and (ii) the amount of insurance coverage attributable to insured loans sold by the lender. The balance of the lender's FHA insurance 

coverage reserve account will be further adjusted as required under Title I or by the FHA, and the insurance coverage in the lender's FHA insurance 

coverage reserve account may be earmarked with respect to each or any eligible loans insured thereunder, if a determination is made by the Secretary of 

HUD that it is in its interest to do so. Originations and acquisitions of new eligible loans will continue to increase a lender's insurance coverage reserve 

account balance by 10% of the amount disbursed, advanced or expended in originating or acquiring the eligible loans registered with the FHA for 

insurance under the Title I Program. The Secretary of HUD may transfer insurance coverage between insurance coverage reserve accounts with 

earmarking with respect to a particular insured loan or group of insured loans when a determination is made that it is in the Secretary's interest to do so. 

The lender may transfer (except as collateral in a bona fide loan transaction) insured loans and loans reported for insurance only to another 

qualified lender under a valid Title 1 contract of insurance. Unless an insured loan is transferred with recourse or with a guaranty or repurchase agreement, 

the FHA, upon receipt of written notification of the transfer of the loan in accordance with the Title I regulations, will transfer from the transferor's 

insurance coverage reserve account to the transferee's insurance coverage reserve account an amount, if available, equal to 10% of the actual purchase 

price or the net unpaid principal balance of the loan (whichever is less). However, under the Title I Program not more than $5,000 in insurance coverage 

shall be transferred to or from a lender's insurance coverage reserve account during any October 1 to September 30 period without the prior approval of 

the Secretary of HUD. 

Claims Procedures Under Title I. Under the Title I Program tie lender may accelerate an insured loan following a default on the loan only after 

the lender or its agent has contacted the borrower in a face-to-face meeting or by telephone to discuss the reasons for the default and to seek its cure. If the 

borrower does not cure the default or agree to a modification agreement or repayment plan, the lender will notify the borrower in writing that, unless 

Within 30 days the default is cured or the borrower enters into a modification agreement or repayment plan, the loan will be accelerated and that, if the 

default persists, the lender will report the default to an appropriate credit agency. The lender may rescind the acceleration of maturity after fill payment is 

due mid reinstate the loan only if the borrower brings the loan current, executes a modification agreement or agrees to an acceptable repayment plan. 

Following acceleration of maturity upon a secured Title I Loan, the lender may either (a) proceed against the Property under any security 

instrument, or (b) make a claim under the lender's contract of insurance. If the lender chooses to proceed against the Property under a security instrument 

(or if it accepts a voluntary conveyance or surrender of the Property), the lender may file an insurance claim only with the prior approval of the Secretary 

of HUD. 

When a lender files an insurance claim with the FHA under the Title I Program, the FHA reviews the claim, the complete loan file and 

documentation of the lender's efforts to obtain recourse against any dealer who has agreed thereto, certification of compliance with applicable state and 

local laws in carrying out any foreclosure or repossession, and evidence that the lender has properly filed proofs of claims, where the borrower is bankrupt 

or deceased. Generally, a claim for reimbursement for loss on any Title I Loan must be filed with the FHA no later than nine months after the date of 

default of the loan. Concurrently with filing the insurance claim, the lender shall assign to the United States of America the lender's entire interest in the 

loan note (or a judgment in lieu of the note), in any security held and in any claim filed in any legal proceedings. If, at the time the note is assigned to the 

United States, the Secretary has reason to believe that the note is not valid or enforceable against the borrower, the FHA may deny the claim and reassign 

the note to the lender. If a defect is discovered after the FHA has paid a claim, the FHA may require the lender to repurchase the paid claim and to accept 

a reassignment of the loan note. If the lender subsequently obtains a valid and enforceable judgment against the borrower, the lender may resubmit a new 
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insurance claim with an assignment of the judgment. The FHA may contest any insurance claim and make a demand for repurchase of the loan at any time 

up to two years from the date the claim was certified for payment and may do so thereafter in the event of fraud or misrepresentation on the part of the 

lender. 
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Under the Title I Program the amount of an FHA insurance claim payment, when made, is equal to the Claimable Amount, up to the amount of 

insurance coverage in the lender's insurance coverage reserve account, For the purposes hereof, the "Claimable Amount" means an amount equal to 90% 

of the sum of (a) the unpaid loan obligation (net unpaid principal and the uncollected interest earned to the date of default) with adjustments thereto if the 

lender has proceeded against Properly securing the loan; (b) the interest on the unpaid amount of the loan obligation from the date of default to the date of 

the claim's initial submission for payment plus 15 calendar days (but not to exceed 9 months from the date of default), calculated at the rate of 7% per 

annum; (c) the uncollected court costs; (d) the attorney's fees not to exceed $500; and (e) the expenses for recording the assignment of the security to the 

United States. 

Consumer Protection Laws 

Numerous federal and state consumer protection laws impose substantive requirements upon mortgage lenders in connection with the origination, 

servicing and enforcement of loans secured by Single Family Properties. These laws include the federal Truth-in-Lending Act and Regulation Z 

promulgated thereunder, Real Estate Settlement Procedures Act and Regulation B promulgated thereunder, Equal Credit Opportunity Act, Fair Credit 

Billing Act, Fair Credit Reporting Act, the Home Equity Loan Consumer Protection Act of 1988 and related statutes and regulations. In particular, 

Regulation Z, requires certain disclosures to the borrowers regarding the terms of the loans; the Equal Credit Opportunity Act and Regulation B 

promulgated thereunder prohibit discrimination on the basis of age, race, color, sex, religion, marital status, national origin, receipt of public assistance or 

the exercise of any right under the Consumer Credit Protection Act, in the extension of credit; the Fair Credit Reporting Act regulates the use and reporting 

of information related to the borrower's credit experience. Certain provisions of these laws impose specific statutory liabilities upon lenders who fail to 

comply therewith. In addition, violations of these laws may limit the ability of the sellers to collect all or part of the principal of or interest on the loans and 

could subject the sellers and in some cases their assignees to damages and administrative enforcement. 

Home Ownership and Equity Protection Act of 1994 and Similar State Laws 

Some loans and contracts, known as "High Cost Loans," may be subject to special rules, disclosure requirements and other provisions that were 

added to the federal Truth-in-Lending Act by the Home Ownership and Equity Protection Act of 1994, or "Homeownership Act," if such trust assets were 

originated on or after October 1, 1995, are not loans made to finance the purchase of the mortgaged property and have interest rates or origination costs in 

excess of certain prescribed levels. The Homeownership Act requires certain additional disclosures, specifies the timing of those disclosures and limits or 

prohibits inclusion of certain provisions in mortgages subject to the Homeownership Act. Purchasers or assignees of any High Cost Loan, including any 

trust fund, could be liable under federal law for all claims and subject to all defenses that the borrower could assert against the originator of the High Cost 

Loan, under the federal Truth-in-Lending Act or any other law, unless the purchaser or assignee did not know and could not with reasonable diligence 

have determined that the loan was subject to the provisions of the Homeownership Act. Remedies available to the borrower include monetary penalties, as 

well as rescission rights if appropriate disclosures were not given as required or if the particular mortgage includes provisions prohibited bylaw. The 

maximum damages that may be recovered under these provisions from an assignee, including the trust fund, is the remaining amount of indebtedness plus 

the total amount paid by the borrower in connection with the home loan. 

In addition to the Homeownership Act, a number of legislative proposals have been introduced at both the federal and state level that are 

designed to discourage predatory lending practices. Some states have enacted, or may enact, laws or regulations that prohibit inclusion of some provisions 

in home loans that have interest rates or origination costs in excess of consummation of the home loans. In some cases, state law may impose requirements 

and restrictions greater than those in the Homeownership Act, An originators' failure to comply with these laws could subject the trust fund, and other 

assignees of the home loans, to monetary penalties and could result in the borrowers rescinding the home loans against either the trust fund or subsequent 

holders of the home loans. 

Some of the mortgage loans in a mortgage pool that were originated between October 1, 2002 and March 6,2003 may be "home loam" and also 

may be "covered home loans" under the Georgia Fair Lending Act, or "Georgia Act." The Georgia Act applies to any mortgage loan that is secured by a 

property located in the State of Georgia that is the mortgagor's principal residence and has a principal amount not in excess of the conforming loan balance 

limit established by Fannie Mae. These loans are referred to under the Georgia Act as "home loans." Certain home loans, which are referred to as "covered 

home loans," have met certain fee and finance-charge criteria. Certain covered home loans, which are referred to as "Georgia high-cost home loans," have 

met higher limits regarding fees and finance charges. The Georgia Act prohibits certain activities and charges in connection with home loans. Additional 

prohibitions apply to covered home loans and further prohibitions apply to Georgia high-cost home loans. Except in the case of a transaction in which the 

mortgage loans are provided by an unaffiliated seller or unless otherwise specified in the accompanying prospectus supplement, First Horizon will 

represent and warrant that all of the mortgage loans in the mortgage pool complied in all materials respects with all applicable local, state and federal laws 

at the time of origination. 
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Purchasers or assignees of a Georgia high- cost home loan, including the related trust, could be exposed to all claims and defenses that the 

mortgagor could assert against the originator of the home loan, Purchasers or assignees of a covered home loan, including the related trust, could be 

subject to defenses to foreclosure or an action to collect or to counterclaims by a mortgagor if the loan is in violation of the Georgia Act. Remedies 

available to a mortgagor include actual, statutory and punitive damages, costs and attorneys fees, rescission rights and other, unspecified equitable 

remedies. No maximum penalty has been set with respect to violations of the Georgia Act, and courts have been given discretion under the statute to 

fashion equitable remedies as they deem 'appropriate. 

With respect to loans originated during the period between October 1, 2002 and March 6, 2003, there are some uncertainties in making a 

determination as to whether a particular Georgia loan is a covered home loan or a Georgia high-cost home loan, and in determining whether a loan 

complies with all of the provisions of the Georgia Act. Although First Horizon will be obligated to repurchase any mortgage loan as to which a breach of 

its representation and warranty has occurred if that breach is material and adverse to the interests of the certificateholders, the repurchase price of those 

mortgage loans could be less than the damages and/or equitable remedies imposed pursuant to the Georgia Act. 

The Georgia Act was amended on March 7, 2003. Mortgage loans originated on or after that date are subject to a less stringent version of the 

Georgia Act. 

Lawsuits have been brought in various states making claims against assignees of High Cost Loans for violations of state law allegedly committed 

by the originator. Named defendants in these cases include numerous participants within the secondary mortgage market, including some securitization 

trusts. 
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MATERIAL FEDERAL INCOME TAX CONSEQUENCES 

General 

The following discussion is the opinion of Andrews Kurth LLP, counsel to the depositor, as to the material federal income tax consequences of 

the purchase, ownership, and disposition of the securities and is based upon the provisions of the Code, the regulations promulgated thereunder, including, 

where applicable, proposed regulations, and the judicial and administrative rulings and decisions now in effect, all of which are subject to change or 

possible differing interpretations. The statutory provisions, regulations, and interpretations on which this interpretation is based are subject to change, and 

such a change could apply retroactively. 

The discussion does not purport to deal with all aspects of federal income taxation that may affect particular investors in light of their individual 

circumstances, nor with ceitain types of investors subject to special treatment under the federal income tax laws including, for example, financial 

institutions, broker-dealers, insurance companies, tax-exempt organizations, U.S. expatriates and persons in special situations, such as those who hold 

securities as part of a straddle, hedge, conversion transaction, or other integrated investment. This discussion focuses piimarity upon investors who will 

hold securities as "capital assets" (generally, property held for investment) within the meaning of Section 1221 of the Code, but much of the discussion is 

applicable to other investors as well. If a partnership holds securities, the tax treatment of a partner will generally depend on the status of the partner and on 

the activities of the partnership. Partners of partnerships holding securities should consult their tax advisors. Prospective investors are encouraged to 

consult their own tax advisors concerning the particular federal, state, local and any other tax consequences to them of the purchase, ownership and 

disposition of the securities. 

The federal income tax consequences to holders will vary depending on whether 

• the securities of a series are classified as indebtedness; 

• an election is made to treat the trust fund relating to a particular series of securities, or a portion of the trust fund, as a REMIC under the Code; 

• the securities represent an ownership interest in some or all of the assets included in the trust fund for a series; or 

• an election is made to treat the trust fund relating to a particular series of certificates as a partnership. 

The prospectus supplement for each series of securities will specify how the securities will be treated for federal income tax purposes and will 

discuss whether a REM IC election, if any, will be made with respect to the series. Prior to issuance of each series of securities, the depositor shall file with 

the SEC a Foam 8-K on behalf of the related trust fund containing an opinion of Andrews Kurth LLP adopting the discussion set forth under "Material 

Federal Income Tax Consequences" in this prospectus and in the related prospectus supplement, 

For purposes of this discussion, the term "U.S. Person" means a citizen or resident of the United States, a corporation, partnership or other entity 

treated as a corporation or partnership for federal income tax purposes created or organized in or under the laws of the United States, any state thereof or 

the District of Columbia (other than a partnership that is not treated as a United States person under any applicable Treasury regulations), or an estate 
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whose income is subject to U.S. federal income tax regardless of its source of income, or a trust if a court within the United States is able to exercise 

primary supervision of the administration of the trust and one or more United States persons have the authority to control all substantial decisions of the 

trust. Notwithstanding the preceding sentence, to the extent provided in regulations, certain trusts in existence on August 20, 1996 and treated as United 

States persons prior to that date that elect to continue to be so treated also shall be considered U.S. Persons. 

A "Non-U.S. Person" is any person that is not a U.S. Person. 
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Taxation of Debt Securities 

Interest and Acquisition Discount. Securities representing regular interests in a REMIC ("Regular Interest Securities") are generally taxable to 

holders in the same manner as evidences of indebtedness issued by the REMIC. Stated interest on the Regular Interest Securities will be taxable as 

ordinary income and taken into account using the accrual method of accounting, regardless of the holder's normal accounting method. Interest (other than 

original issue discount or "OID") on securities (other than Regular Interest Securities) that are characterized as indebtedness for federal income tax 

purposes will be includible in income by holders thereof in accordance with their usual methods of accounting. Securities characterized as debt for federal 

income tax purposes and Regular Interest Securities will be referred to collectively as "Debt securities" in this section. 

Debt securities that are Compound Interest securities will, and certain of the other Debt securities may, be issued with DID. The following 

discussion is based in part on the rules governing OID which are set forth in Sections 1271-1275 of the Code and the related Treasury regulations (the 

"OID Regulations"). A holder should be aware, however, that the OID Regulations do not adequately address certain issues relevant to prepayable 

securities, such as the Debt securities. 

In general, OID, if any, will equal the difference between the stated redemption price at maturity of a Debt security and its issue price. A holder 

of a Debt security must include the DID in gross income as ordinary interest income as it accrues under a method taking into account an economic accrual 

of the discount. In general, OID must be included in income in advance of the receipt of the cash representing that income. The amount of OID on a Debt 

security will be considered to be zero if it is less than a de minimis amount determined under the Code Or OID Regulations. 

The issue price of a Debt security is the first price at which a substantial amount of Debt securities of that class is sold to the public (excluding 

bond houses, brokers, underwriters or wholesalers). If less than a substantial amount of a particular class of Debt securities is sold for cash on or prior to 

the related closing date, the issue price for the class will be treated as the fair market value of the class on the closing date. The issue price of a Debt 

security also includes the amount paid by an initial Debt security holder for accrued interest that relates to a period prior to the issue date of the Debt 

security. The stated redemption price at maturity of a Debt security includes the original principal amount of the Debt security, but generally will not 

include distributions of interest if the distributions constitute "qualified stated interest." 

Under the OID Regulations, qualified stated interest generally means interest payable at a single fixed rate or qualified variable rate (as described 

below) provided that the interest payments are unconditionally payable at intervals of one year or less during the entire term of the Debt security. The OID 

Regulations state that interest payments are unconditionally payable only ifs late payment or nonpayment is expected to be penalized or reasonable 

remedies exist to compel payment. Certain Debt securities may provide for default remedies in the event of late payment or nonpayment of interest. The 

interest on the Debt securities will be unconditionally payable and constitute qualified stated interest, not OID. However, absent clarification of the OID 

Regulations, where Debt securities do not provide for default remedies, the interest payments may be included in the Debt security's stated redemption 

price at maturity and taxed as OID. Interest is payable at a single fixed rate only if the rate appropriately takes into account the length of the interval 

between payments. Distributions of interest on Debt securities with respect to which deferred interest will accrue will not constitute qualified stated 

interest payments, in which case the stated redemption price at maturity of those Debt securities will include all distributions of interest as well as 

principal thereon. Where the interval between the issue date and the first distribution date on a Debt security is either longer or shorter than the interval 

between subsequent distribution dates, all Of part of any interest foregone, in the case of the longer interval, and all of any additional interest, in the case of 

the shorter interval, will be included in the stated redemption price at maturity and tested under the de minimis rule described below. In the case of a Debt 

security with a long first period which has non-de minimis DID, all stated interest in excess of interest payable at the effective interest rate for the long 

first period will be included in the stated redemption price at maturity. The IRS has issued proposed regulations, effective for Regular Interest Securities 

issued after the regulations become final, that would require the period of OID accrual generally to coincide with the period over which the interest 

accrues -under the Pooling and Servicing Agreement, if there is a delay between the Record Date and the related distribution date. Holders of Debt 

securities are encouraged to consult their own tax advisors to determine the issue price and stated redemption price at maturity of a Debt security. 
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Under the de minimis rule, OID on a Debt security will be considered to be zero if the MD is less than 0.25% of the stated redemption price at 

maturity of the Debt security multiplied by the weighted average maturity of the Debt security. For this purpose, the weighted average maturity of the 

Debt security is computed as the sum of the amounts determined by multiplying the number of full years (i.e., rounding down partial years) from the issue 

date until each distribution in reduction of stated redemption price at maturity is scheduled to be made by a fraction, the numerator of which is the amount 

of each distribution included in the stated redemption price at maturity of the Debt security and the denominator of which is the stated redemption price at 

maturity of the Debt security. Although it is not entirely free from doubt, in the case of a pre-payable Debt security, the weighted average maturity of the 
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Debt security should be determined with reference to the Prepayment Assumption (as defined below). Holders generally must report de m nanis OID pro 

rata as principal payments are received, and the income will be capital gain if the Debt security is held as a capital asset. However, holders may elect to 

accrue all de minimis OID as well as market discount under a constant interest method. 

Debt securities may provide for interest based on a qualified variable rate. Under the OID Regulations, interest is treated as payable at a qualified 

variable rate and not as contingent interest if, generally, 

• the interest is unconditionally payable at least annually, 

• the issue price of the debt instrument does not exceed the total noncontingent principal payments by more than a specified amount and 

• interest is based on a "qualified floating rate," an "objective rate," or a combination of "qualified floating rates" that do not operate in a manner 

that significantly accelerates or defers interest payments on the Debt security. 

In the case of Compound Interest securities, certain Interest Weighted Securities (as defined below), and certain of the other Debt securities, none 

of the payments under the instrument will be considered qualified stated interest, and thus the aggregate amount of all payments will be included in the 

stated redemption price. 

Treasury regulations governing the calculation of OID on instruments having contingent interest payments (the "Contingent Regulations") 

specifically do not apply for purposes of calculating OID on debt instnunents such as the Debt securities that are REMIC regular interests or that may be 

accelerated by reason of prepayments of other debt instruments securing them, and thus are subject to Code Section 1272(a)(6). Additionally, the OID 

Regulations do not contain provisions specifically interpreting Code Section 1272(a)(6). Until the Treasury issues guidance to the contrary, the trustee 

intends to base its computation on Code Section 1272(a)(6) and the OID Regulations as described in the following paragraphs of this prospectus. However, 

because no regulatory guidance currently exists under Code Section 1272(a)(6), there can be no assurance that this methodology represents the correct 

manner of calculating OID. 

The holder of a Debt security issued with OID must include in gross income, for all days during its taxable year on which it holds the Debt 

security, the sum of the "daily portions" of the original issue discount. The amount of OID includible in income by a holder will be computed by allocating 

to each day during a taxable year a pro rata portion of the original issue discount that accrued during the relevant accrual period. In the case of a Debt 

security that is not a Regular Interest Security and the principal payments on which are not subject to acceleration resulting from prepayments on the loans, 

the amount of OID includible in income of a holder for an accrual period (generally the period over which interest accrues on the debt instrument) will 

equal the product of the yield to maturity of the Debt security and the adjusted issue price of the Debt security, reduced by any payments of qualified stated 

interest The adjusted issue price is the sum of its issue price plus prior accruals of OM, reduced by the total payments made with respect to the Debt 

security in all prior periods, other than qualified stated interest payments. 
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The amount of OID to be included in income by a holder of a debt instrument, such as certain classes of the Debt securities, that is subject to 

acceleration due to prepayments on other debt obligations securing those instruments (a "Pay-Through Security"), is computed by taking into account the 

anticipated rate of prepayments assumed in pricing the debt instrument (the "Prepayment Assumption"). The amount of OID that will accrue during an 

accrual period on a Pay-Through Security is the excess, if any, of the sum of (a) the present value of all payments remaining to be made on the Pay-

Through Security as of the close of the accrual period and (b) the payments during the accrual period of amounts included in the stated redemption price of 

the Pay-Through Security, over the adjusted issue price of the Pay-Through Security at the beginning of the accrual period. The present value of the 

remaining payments is to be determined on the basis of three factors: (i) the original yield to maturity of the Pay-Through Security (determined on the basis 

of compounding at the end of each accrual period and properly adjusted for the length of the accrual period), (ii) events which have occurred before the 

end of the accrual period and (iii) the assumption that the remaining payments will be made in accordance with the original Prepayment Assumption. The 

effect of this method is to increase the portions of OID required to be included in income by a holder to take into account prepayments with respect to the 

loans at a rate that exceeds the Prepayment Assumption, and to decrease (but not below zero for any period) the portions of OID required to be included in 

income by a holder of a Pay-Through Security to take into account prepayments with respect to the loans at a rate that is slower than the Prepayment 

Assumption. Although OID will be reported to holders of Pay-Through Securities based on the Prepayment Assumption, no representation is made to 

holders that loans will be prepaid at that rate or at any other rate. 

The depositor may adjust the accrual of OID on a class of Regular Interest Securities (or other regular interests in a REMIC) in a manner that it 

believes to be appropriate to take account of realized losses on the loans, although the OID Regulations do not provide for these adjustments. If the IRS 

were to require that OID be accrued without these adjustments, the rate of accrual of OID for a class of Regular Interest Securities could increase. 

Certain classes of Regular Interest Securities may represent more than one class of REMIC regular interests. Unless otherwise provided in the 

related prospectus supplement, the trustee intends, based on the OID Regulations, to calculate OID on those securities as if, solely for the purposes of 

computing OID, the separate regular interests were a single debt instrument. 

A subsequent holder of a Debt security will also be required to include OID in gross income, but a subsequent holder who purchases the Debt 

security for an amount that exceeds its adjusted issue price will be entitled (as will an initial holder who pays more than a Debt security's issue price) to 
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offset the OID by comparable economic accruals of portions of the excess. 

Effects of Dejliults and Delinquencies. Holders will be required to report income with respect to the related securities raider an accrual method 

. without giving effect to delays and reductions in distributions attributable to a default or delinquency on the loans, except possibly to the extent that it can 

be established that those amounts are =collectible. As a result, the amount of income (including OID) reported by a holder of a security in any period 

could significantly exceed the amount of cash distributed to the holder in that period. The holder will eventually be allowed a loss (or will be allowed to 

report a lesser amount of income) to the extent that the aggregate amount of distributions on the securities is reduced as a result of a loan default. However, 

the timing and character of any losses or reductions in income are uncertain and, accordingly, holders of securities are encouraged to consult their own tax 

advisors on this point. 

Interest Weighted Securities It is not clear how income should be accrued with respect to Regular Interest Securities Or Stripped Securities (as 

defined under " — Tax Status as a Grantor Trust - General" in this prospectus) the payments on which consist solely or primarily of a specified portion of 

the interest payments on qualified mortgages held by the REMIC or on loans underlying Pass-Through Securities ("Interest Weighted Securities"). The 

Issuer intends to take the position that all of the income derived from an Interest Weighted Security should be treated as OID and that the amount and rate 

of accrual of the OID should be calculated by treating the Interest Weighted Security as a Compound Interest security. However, in the case of Interest 

Weighted Securities that are entitled to some payments of principal and that are Regular Interest Securities, the IRS could assert that income derived from 

an Interest Weighted Security should be calculated as if the security were a security purchased at a premium equal to the excess of the price paid by the 

holder for the security over its stated principal amount, if any. Under this approach, a holder would be entitled to amortize the premium only if the holder 

has in effect an election under Section 171 of the Code with respect to all taxable debt instruments held by the holder, as described below. Alternatively, 

the IRS could assert that an Interest Weighted Security should be taxable under the rules governing bonds issued with contingent payments, This treatment 

may be more likely in the case of Interest Weighted Securities that are Stripped Securities as described below. See " — Tax Status as a Grantor Trust — 

Discount or Premium on Pass-Through Securities." 
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Variable Rate Debt Securities. In the case of Debt securities bearing interest at a rate that varies directly, according to a fixed fbrinula, with an 

objective index, it appears that (i) the yield to maturity of those Debt securities and (ii) in the case of Pay-Through Securities, the present value of all 

payments remaining to be made on those Debt securities, should be calculated as if the interest index remained at its value as of the issue date of those 

securities. Because the proper method of adjusting accruals of OID on a variable rate Debt security is uncertain, holders of variable rate Debt securities are 

encouraged to consult their own tax advisors regarding the appropriate treatment of those securities for federal income tax purposes. In the case of any 

REMle, no class of Regular Interest: Security (or other regular interest in a RE/vile) will bear interest based on an objective rate (other than two or more 

qualified floating rates). 

Market Discount. A purchaser of a security may be subject to the market discount rules of Sections 1276-1278 of the Code. A holder that 

acquires a Debt security with more than a prescribed de minimis more of "market discount" (generally, the excess of the principal amount of the Debt 

security, or the adjusted issue price if the Debt security is issued with OID, over the purchaser's purchase price) will be required to include accrued market 

discount in income as ordinary income in each month, but limited to an amount not exceeding the principal payments on the Debt security received in that 

month and, if the securities are sold, the gain realized. This market discount would accrue in a manner to be provided in Treasury regulations but, until 

those regulations are issued, this market discount would in general accrue either (i) on the basis of a constant yield (in the case of a Pay-Through Security, 

taking into account a Prepayment Assumption) or (ii) in the ratio of (a) in the case of securities (or in the case of a Pass-Through Security, as set forth 

below, the loans underlying the security) not originally issued with original issue discount; stated interest payable in the relevant period to total stated 

interest remaining to be paid at the beginning of the period or (b) in the case of securities (or, in the case of a Pass-Through Security, as described below, 

the loans underlying the security) originally issued at a discount, OID in the relevant period to total OID remaining to be paid. 

The excess of interest paid or accrued to purchase or carry a security (or, in the case of a Pass-Through Security, as described below, the 

underlying loans) with market discount over interest received on the security is allowed as a current deduction only to the extent the excess is greater than 

the market discount that accrued during the taxable year in which the interest expense was incurred. In general, the deferred portion of any interest expense 

will be deductible when the market discount is included in income, including upon the sale, disposition, or repayment of the security (or in the case of a 

Pass-Through Security, an underlying loan). A holder may elect to include market discount in income currently as it accrues on all market discount 

obligations acquired by the holder during the taxable year the election is made and thereafter, in which case the interest deferral rule will not apply. 

Holders are encouraged to consult their own tax advisors before making this election. 

Premium, A holder who purchases a Debt security, other than an Interest Weighted Security to the extent described above, at a cost greater than 

its stated redemption price at maturity, generally will be considered to have purchased the security at a premium, which the holder may elect to amortize 

as an offset to interest income on the security (and not as a separate deduction item) on a constant yield method. Although no regulations addressing the 

computation of premium accrual on securities similar to the securities have been issued, the legislative history of the Tax Reform Act of 1986 indicates 

that premium is to be accrued. in the same manner as market cliscount. Accordingly, it appears that the accrual of premium on a class of Pay-Through 

Securities will be calculated using the Prepayment Assumption used in pricing the class. If a holder makes an election to amortize premium on a Debt 

security, the election will apply to all taxable debt instruments, including all KWIC regular interests and all pass-through certificates representing 

ownership interests in a trust holding debt obligations, held by the holder at the beginning of the taxable year in which the election is made, and to all 

taxable debt instruments subsequently acquired by the holder, and will be irrevocable without the consent of the IRS. Purchasers who pay a premium for 

the securities are encouraged to consult their own tax advisors regarding the election to amortize premium and the method to be employed. 
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Treasury regulations dealing with amortizable bond premium (the "Final Bond Premium Regulations") specifically do not apply to prepayable 

debt instruments subject to Code Section 1272(a)(6) such as the Debt securities. Absent further guidance from the IRS, the trustee intends to account for 

amortizable bond premium in the manner described above. Prospective purchasers of the securities are encouraged to consult their own tax advisors 

regarding the possible application of the Final Bond Premium Regulations. 

.55- 

Election to Treat All Interest as Original Issue Discount. The OID Regulations permit a holder of a Debt security to elect to accrue all interest, 

discount (including de rninimis market or original issue discount) and premium in income as interest, based one constant yield method for debt If this 

election were to be made with respect to a Debt security with market discount, the holder of the Debt security would be deemed to have made an election 

to include in income currently market discount with respect to all other debt instruments having market discount that the holder of the Debt security 

acquires during the year of the election or thereafter. Similarly, a holder of a Debt security that makes this election for a Debt security that is acquired at a 

premium will be deemed to have made an election to amortize bond premium with respect to all debt instruments having amortizable bond premium that 

the holder owns or acquires. The election to accrue interest, discount and premium on a constant yield method with respect to a Debt security is 

irrevocable. Holders are encouraged to consult their own tax advisors before making this election. 

Taxation of the REMIC and its Holders 

In the opinion of Andrews Kurth LLP, special counsel to the depositor, if a REMIC election is made with respect to a series of securities, then the 

arrangement by which the securities of that series are issued will be treated as a REMIC as long as all of the provisions of the applicable Agreement are 

complied with and the statutory and regulatory requirements are satisfied. Securities will be designated as "Regular Interests" or "Residual Interests" in a 

REMIC, as specified in the related prospectus supplement 

Except to the extent specified otherwise in a prospectus supplement, if a REMIC election is made with respect to a series of securities, (i) 

securities held by a domestic building and loan association will constitute "a regular or a residual interest in a REMIC" within the meaning of Code 

Section 7701(a)(19)(C)(xi) (assuming that at least 95% of the REMIC's assets consist of cash, government securities, "loans secured by an interest in real 

property," and other types of assets described in Code Section 7701(a)(19)(C)); and (ii) securities held by a real estate investment trust will constitute "real 

estate assets" within the meaning of Code Section 856(c)(5)(B), and income with respect to the securities will be considered "interest on obligations 

secured by mortgages on real property or on interests in real property" within the meaning of Code Section 856(c)(3)(B) (assuming, for both purposes, that 

at least 95% of the REMIC's assets are real estate assets). If less than 95% of the REMIC's assets consist of assets described in Code Section 

7701(a)(19)(C), then securities held by a domestic building and loan association will represent assets described in Code Section 7701(a)(19)(C) in the 

same proportion that the REMIC assets would be so treated. Similarly, if less than 95% of the REMIC's assets consist of "real estate assets" under Code 

Section 856(c)(5)(B), then securities held by a real estate investment trust will represent "real estate assets" in the same proportion that the REMIC's 

assets would be so treated and income on the seculities certificates will represent "interests on obligations secured by mortgages on real property or on 

interests in real property" in the same proportion that the income on the REMIC's assets would be so treated. 

REMIC Expenses; Single Class REIVIICs 

As a general rule, all of the expenses of a REMIC will be taken into account by holders of the Residual Interest Securities. In the case of a "single 

class RE MIC," however, the expenses will be allocated, under Treasury regulations, among the holders of the Regular Interest Securities and the holders 

of the Residual Interest Securities on a daily basis in proportion to the relative amounts of income accruing to each holder on that day. In the case of a 

holder of a Regular Interest Security who is an individual or a "pass-through interest holder," including certain pass-through entities but not including real 

estate investment trusts, the expenses will be deductible only to the extent that the expenses, plus other "miscellaneous itemized deductions" of the holder, 

exceed 2% of the holder's adjusted gross income. In addition, the amount of itemized deductions otherwise allowable for the taxable year for an individual 

whose adjusted gross income exceeds the specified amount (which amount will be adjusted for inflation for taxable years beginning after 1990) will be 

reduced by the lesser of 

• 3% of the excess of adjusted gross income over the specified amount, or 

• 80% of the amount of itemized deductions otherwise allowable for taxable years ending on or before December 31, 2005, and by a reduced 

portion of such amount for taxable years beginning on or after January I, 2006. 
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The reduction or disallowance of this deduction may have a significant impact on the yield of the Regular Interest Security to a holder. In general 

terms, a single class REMIC is one that either 

• would qualify, murder existing Treasury regulations, as a grantor trust if it were not a REMIC (treating all interests as ownership interests, even 

if they would be classified as debt for federal income tax purposes) or 
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• is similar to such a trust and is structured with the principal purpose of avoiding the single class REMIC rules. 

The applicable prospectus supplement may provide for the allocation of REIVIIC expenses, hut if it does not, the expenses of the REMIC will be 

allocated to holders of the related residual interest securities. 

Taxation of the REMIC 

General. Although a REMIC is a separate entity for federal income tax purposes, a REMIC is not generally subject to entity-level tax. Rather, 

the taxable income or net loss of a REMIC is taken into account by the holders of residual interests. As described above, the Regular Interests are 

generally taxable as debt of the REMIC. 

Calculation of REMIC Income. The taxable income or net loss of a REMIC is determined under an accrual method of accounting and in the same 

manner as in the case of an individual, with certain adjustments. In general, the taxable income or net loss will be the difference between 

• the gross income produced by the REMIC's assets, including stated interest and any original issue discount or market discount on loans and 

other assets, and 

• deductions, including stated interest and original issue discount accrued on Regular Interest Securities, amortization of any premium with 

respect to loans, and servicing fees and other expenses of the REMIC. 

A holder of a Residual Interest Security (as defined below) that is an individual or a "pass-through interest holder" (including certain pass-

through entities, but not including real estate investment trusts) will be unable to deduct servicing fees payable on the loans or other administrative 

expenses of the REMIC for a given taxable year to the extent that the expenses, when aggregated with the holder's other miscellaneous itemized 

deductions for that year, do not exceed two percent of the holder's adjusted gross income. 

For purposes of computing its taxable income or net loss, the REMIC should have an initial aggregate tax basis in its assets equal to the 

aggregate fair market value of the regular interests and the residual interests on the Startup Day (generally, the day that the interests are issued). That 

aggregate basis will be allocated among the assets of the REMIC in proportion to their respective fair market values. 

The OID provisions of the Code apply to loans of individuals originated on or after March 2, 1984, and the market discount provisions apply to 

loans originated after July 18, 1984. Subject to possible application of the de minirnis rules, the method of accrual by the REMIC of OID income on these 

loans will be equivalent to the method under which holders of Pay-Through Securities accrue original issue discount, i.e., under the constant yield method 

taking into account the Prepayment Assumption. The REMIC will deduct OID on the Regular Interest Securities in the same manner that the holders of 

the Regular Interest Securities include this discount in income, but without regard to the de minimis rules. See "— Taxation of Debt Securities" above. 

However, a REM1C that acquires loans at a market discount must include the market discount in income currently, as it accrues, on a constant interest 

basis. 
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To the extent that the REMIC's basis allocable to loans that it holds exceeds their principal amounts, the resulting premium, if attributable to 

mortgages originated after September 27, 1985, will be amortized over the life of the loans (taking into account the Prepayment Assumption) on a constant 

yield method. Although the law is somewhat unclear regarding recovery of premium attributable to loans originated on or before this date, it is possible 

that this premium may be recovered in proportion to payments of loan principal. 

Prohibited Transactions and Contributions Tax. The REM1C will be subject to a 100% tax on any net income derived from a "prohibited 

transaction." For this purpose, net income will be calculated without taking into account any losses from prohibited transactions or any deductions 

attributable to any prohibited transaction that resulted in a loss. In general, prohibited transactions include: 

• subject to limited exceptions, the sale Or other disposition of any qualified mortgage transferred to the RE MIC; 

• subject to a limited exception, the sale or other disposition of a cash flow investment; 

• the receipt of any income from assets not permitted to be held by the REMIC pursuant to the Code; or 

• the receipt of any fees or other compensation for services rendered by the REMIC. 

It is anticipated that a. REM IC will not engage in any prohibited transactions in which it would recognize a material amount of net income. In 

addition, subject to a number of exceptions, a tax is imposed at the rate of 100% on amounts contributed to a REMIC alter the close of the three-month 

period beginning on the Startup Day. The holders of Residual Interest securities will generally be responsible for the payment of these taxes imposed on 

the REMIC. To the extent not paid by the holders or otherwise, however, these taxes will be paid out of the trust fund and will be allocated pro rata to all 
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outstanding classes of securities of the REMIC. 

Taxation of Holders of Residual Interest: Securities 

The holder of a security representing a residual interest (a "Residual Interest Security") will take into account the "daily portion" of the taxable 

income or net loss of the REMIC for each day during the =able year on which the holder held the Residual Interest Security. The daily portion is 

determined by allocating to each day in any calendar quarter its ratable portion of the taxable income or net loss of the REMIC for the quarter, and by 

allocating that amount among the holders (on that day) of the Residual Interest Securities in proportion to their respective holdings on that day. 

The holder of a Residual Interest Security must report its proportionate share of the taxable income of the REMIC whether or not it receives cash 

distributions from the REMIC attributable to the income or loss. The reporting of taxable income without corresponding distributions could occur, for 

example, in certain REMIC issues in which the loans held by the REMIC were issued or acquired at a discount, since mortgage prepayments cause 

recognition of discount income, while the corresponding portion of the prepayment could be used in whole or in part to make principal payments on 

REMIC Regular Interests issued without any discount or at an insubstantial discount (if this occurs, it is likely that cash distributions will exceed taxable 

income in later years). Taxable income may also be greater in earlier years of certain REMIC issues as a result of the fact that interest expense deductions, 

as a percentage of outstanding principal on REMIC Regular Interest Securities, will typically increase over time as lower yielding securities are paid, 

whereas interest income with respect to loans will generally remain constant over time as a percentage of loan principal. 

Special rules apply regarding the federal income tax treatment of "inducement fees" received by transferees of REMIC residual interests 

determined to be noneconomic residual interests. These rules (i) provide tax accounting rules for the treatment of such fees as income over an appropriate 

period and (ii) specify that inducement fees constitute income from sources within the United States. Prospective purchasers of Residual Interest Securities 

are encouraged to consult with their own tax advisors regarding the effect of these regulations. 
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In any event, because the holder of a residual interest is taxed on the net income of the REMIC, the taxable income derived from a Residual 

Interest Security in a given taxable year will not be equal to the taxable income associated with investment in a corporate bond or stripped instrument 

having similar cash flow characteristics and pretax yield. Therefore, the after-tax yield on the Residual Interest Security may be less than that of this type 

of a bond or instrument. 

• 	 Limitation on Losses. The amount of the REMIC' s net loss that a holder may take into account currently is limited to the holder's adjusted basis 

at the end of the calendar quarter in which the loss arises. A holder's basis in a Residual Interest Security will initially equal the holder's purchase price, 

and will subsequently be increased by the amount of the REMIC's taxable income allocated to the holder, and decreased (but not below zero) by the 

amount of distributions made and the amount of the REMIC's net loss allocated to the holder. Any disallowed loss may be carried forward indefinitely, 

but may be used only to offset income of the REMIC generated by the same REMIC. The ability of holders of Residual Interest Securities to deduct net 

losses may be subject to additional limitations under the Code, as to which the holders are encouraged consult their own tax advisors. 

Distributions, Distributions on a Residual Interest Security, whether at their scheduled times or as a result of prepayments, will generally not 

result in any additional taxable income or loss to a holder of a Residual Interest Security. If the amount of the payment exceeds a holder's adjusted basis in 

the Residual Interest Security, however, the holder will recognize gain, treated as gain from the sale of the Residual Interest Security, to the extent of the 

excess. 

Sale or Exchange. A holder of a Residual Interest Security will recognize gain or loss on the sale or exchange of a Residual Interest Security 

equal to the difference, if any, between the amount realized and the holder's adjusted basis in the Residual Interest Security at the time of the sale or 

exchange. Except to the extent provided in Treasury regulations, which have not yet been issued, any loss upon disposition of a Residual Interest Security 

will be disallowed if the selling holder acquires any residual interest in a REM IC or similar mortgage pool within six months before or after the 

disposition. 

Excess Inclusions. The portion of the REMIC taxable income of a holder of a Residual Interest Security consisting of "excess inclusion" income 

may not be offset by other deductions or losses, including net operating losses, on the holder's federal income tax return. Further, if the holder of a 

Residual Interest Security is an organization subject to the tax on unrelated business income imposed by Code Section 511, the holder's excess inclusion 

income will be treated as unrelated business taxable income of the holder. In addition, under Treasury regulations yet to be issued, if a real estate 

investment trust, a regulated investment company, a common trust fund, or certain cooperatives were to own a Residual Interest Security, a portion of 

dividends (or other distributions) paid by the real estate investment trust, or other entity, would be treated as excess inclusion income. If a Residual 

Security is owned by a Non-U.S. Person, excess inclusion income is subject to tax at a rate of 30% which may not be reduced by treaty, is not eligible for 

treatment as "portfolio interest" and is subject to certain additional limitations. Please read "Tax Treatment of Foreign Investors." 

In addition, there are three rules for determining the effect of excess inclusions on the alternative minimum taxable income of a residual holder. 

First, alternative minimum taxable income for the residual holder is determined without regard to the special rule that taxable income cannot be less than 

excess inclusions. Second, a residual holder's alternative minimum taxable income for a tax year cannot be less than excess inclusions for the year. Third, 

the amount of any alternative minimum tax net operating loss deductions must be computed without regard to any excess inclusions. 
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The excess inclusion portion of a REMIC's income is generally equal to the excess, if any, of REMIC taxable income for the quarterly period 

allocable to a Residual Interest Security, over the daily accruals for the quarterly period of (i) 120% of the long tem applicable federal rate on the Startup 

Day multiplied by (ii) the adjusted issue price of the Residual Interest Security at the beginning of the quarterly period. The adjusted issue price of a 

Residual Interest at the beginning of each calendar quarter will equal its issue price, calculated in a manner analogous to the determination of the issue 

price of a Regular Interest, increased by the aggregate of the daily accruals for prior calendar quarters, and decreased, but not below zero, by the amount of 

loss allocated to a holder and the amount of distributions made on the Residual Interest Security before the beginning of the quarter. In the case of a 

Residual Interest Security having no economic value, the issue price will generally remain at zero, and all income allocated to the Residual Interest 

Security will be excess inclusions. The long-term federal rate, which is announced monthly by the Treasury Department, is an interest rate that is based on 

the average market yield of outstanding marketable obligations of the United States government having remaining maturities in excess of nine years. 
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Under the REMIC Treasury regulations, in certain circumstances, transfers of Residual Interest Securities may be disregarded. Please read "— 

Restrictions on Ownership and Transfer of Residual Interest Securities" and" — Tax Treatment of Foreign Investors" below. 

Restrictions on Ownership and Transfer of Residual Interest Securities. As a condition to qualification as a REMIC, reasonable arrangements 

must be made to prevent the ownership of a REMIC residual interest by any "Disqualified Organization." Disqualified Organizations include the United 

States, any State or political subdivision thereof, any foreign government, any international organization, or any agency or instrumentality of any of the 

foregoing, a rural electric or telephone cooperative described in Section 1381(a)(2)(C) of the Code, or any entity exempt from the tax imposed by Sections 

1-1400C of the Code, if the entity is not subject to tax on its unrelated business income, Accordingly, the applicable Agreement will prohibit Disqualified 

Organizations from owning a Residual Interest Security. In addition, no transfer of a Residual Interest Security will be permitted unless the proposed 

transferee shall have furnished to the trustee an affidavit representing and warranting that it is neither a Disqualified Organization nor an agent or nominee 

acting on behalf of a Disqualified Organization. 

Ifs Residual Interest Security is transferred to a Disqualified Organization in violation of the restrictions set forth above, a substantial tax can be 

imposed on the transferor of the Residual Interest Security at the time of the transfer. In addition, if a Disqualified Organization holds an interest in a pass-

through entity (including, among others, a partnership, trust, real estate investment trust, regulated investment company, or any person holding as 

nominee) that owns a Residual Interest Security, the pass-through entity will be required to pay an annual tax on its allocable share of the excess inclusion 

income of the REMIC. If an "electing large partnership" holds a Residual Interest Security, all interests in the electing large partnership are treated as held 

by disqualified organizations for purposes of the tax imposed upon a pass-through entity under Section 860E(e) of the Code. An exception to this tax, 

otherwise available to a pass-through entity that is furnished certain affidavits by record holders of interests in the entity and that does not know the 

affidavits are false, is not available to an electing large partnership. For these purposes, an "electing large partnership" means any partnership having more 

than 100 members during the preceding tax year, other than some service partnerships and commodity pools, which elects to apply simplified reporting 

provisions under the Code. 

Under the REMIC Treasury regulations, if a Residual Interest Security is a "noneconomic residual interest," as described below, a transfer of a 

Residual Interest Security to a United States person will be disregarded for all federal tax purposes unless no significant purpose of the transfer was to 

impede the assessment or collection of tax. A Residual Interest Security is a "noneconomic residual interest" unless, at the time of the transfer 

• the present value of the expected future distributions on the Residual Interest Security at least equals the product of the present value of the 

anticipated excess inclusions and the highest corporate income tax rate for the year in which the transfer occurs, and 

• the transferor reasonably expects that the transferee will receive distributions from the REMIC at or after the time at which the taxes accrue on 

the anticipated excess inclusions in an amount sufficient to satisfy the accrued taxes, 

The REMIC Treasury regulations presume that the transferor of a REM1C residual interest did not have impeding the assessment or collection of 

tax as a significant purpose of the transfer if it: (i) conducts a reasonable investigation of the transferee's financial condition and concludes that the 

transferee has historically paid its debts as they come due and finds no significant evidence indicating that the transferee will not continue to pay its debts 

as they come due in the future, and (ii) receives a representation from the transferee that the transferee understands the tax obligations associated with 

holding a residual interest and intends to pay those taxes as they come due. 
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Final Treasury regulations issued on July 19, 2002 (the "Final Regulations") provide a safe harbor under which transfers of noneconomic residual 

interests are treated as not disregarded for federal income tax purposes. Under the Final Regulations, a transfer of a noneconomic residual interest will not 

qualify under this safe harbor unless the present value of the anticipated tax liabilities associated with holding the residual interest does not exceed the sum 

of the present value of the sum of (i) any consideration given to the transferee to acquire the interest, (ii) future distributions on the interest, and (iii) any 

anticipated tax savings associated with holding the interest as the REM1C generates losses. For purposes of this calculation, the present value is calculated 

using a discount rate equal to the applicable federal short-term rate. 

The Final Regulations provide an additional safe harbor for transfers of noneconomic residual interests to purchasers that are domestic, taxable C 
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corporations (other than real estate investment trusts, regulated investment companies or R.EMICs). A transfer generally satisfies the this safe harbor if (1) 

at the time of the transfer, and at the close of each of the purchaser's two fiscal years preceding the year of transfer, the purchaser's gross assets for 

financial reporting purposes exceed $100 million and its net assets for financial reporting purposes exceed $10 million (2) the purchaser makes a written 

agreement that any subsequent transfer of the interest will be to another taxable, domestic C corporation M a transaction that satisfies the safe harbor, and 

(3) the facts and circumstances known to the transferor on or before the date of the transfer do not reasonably indicate that the taxes associated with the 

residual interest will not be paid. For these purposes a transferor will be deemed to know that the taxes associated with the residual interest will not be 

paid if the amount of any inducement payment to be made to the purchaser relative to the liabilities assumed reasonably indicates that the taxes associated 

with holding the residual interest will not be paid. In addition, the transfer must meet the other conditions, described in the prospectus, requiring the 

transferor to investigate the financial condition of the purchaser and get a statement from the purchaser that it understands the tax nature of a noneconomic 

residual interest and intends to pay the taxes associated with holding the interest. 

The Final Regulations further provide that transfers to a foreign branch of a corporation that would be subject to tax on a net basis in the foreign 

jurisdiction on the income associated with the noneconomic residual interest are not eligible for safe harbor treatment. 

The Final Regulations generally apply to transfers of noneconomic residual interests after February 3, 2000, and thus generally apply to transfers 

of REMIC residual interests should they be determined to be noneconomic residual interests. The Final Regulations contain additional detail regarding 

their application and prospective investors in the REMIC residual interest are encouraged to consult their own tax advisors regarding the application of the 

Final Regulations to a transfer of such REM1C residual interests. 

If a transfer of a Residual Interest Security is disregarded, the transferor would be liable for any Federal income tax imposed upon taxable income 

derived by the transferee from the REMIC. The REMIC Treasury regulations provide no guidance as to how to determine if a significant purpose of a 

transfer is to impede the assessment or collection of tax. A similar type of limitation exists with respect to certain transfers of residual interests by foreign 

persons to United States persons. Please see "— Tax Treatment of Foreign Investors" below. 

In addition, legislation has been proposed under which a RE MIC would be secondarily liable for the tax liability °fits residual interest. It is 

unknown whether this provision will be enacted. Prospective investors in REIvIIC residual interests are encouraged to consult their own tax advisors 

regarding proposed regulations and proposed legislation 

Mark to Markel Rules. A REM IC Residual Interest Security acquired after Janmuy 3, 1995 cannot be marked-to-market. 

Administrative Matters 

The REMIC's books insist be maintained on a calendar year basis and the REMIC must file an annual federal income tax return The REMIC 

will also be subject to the procedural and administrative rules of the Code applicable to partnerships, including the determination of any adjustments to, 

among other things, items of REMIC income, gain, loss, deduction, or credit, by the IRS in a unified administrative proceeding. 
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Tax Status as a Grantor Trust 

General. As specified in the related prospectus supplement, if a REM IC or partnership election is not made, in the opinion of Andrews Kurth 

LLP, special counsel to the depositor, the trust fund relating to a series of securities will be classified for federal income tax purposes as a grantor trust 

under subpart E, Part I of Subchapter J of chapter I of subtitle A of the Code and not as an association taxable as a corporation (the securities of the series, 

"Pass-Through Securities"). In some series there will be no separation of the principal and interest payments on the loans. In these circumstances, a holder 

will be considered to have purchased a pro rata undivided interest in each of the loans. In other cases ("Stripped Securities"), sale of the securities will 

produce a separation in the ownership of all or a portion of the principal payments from all or a portion of the interest payments on the loans. 

Each holder must report on its federal income tax return its share of the gross income derived from the loans (not reduced by the amount payable 

as fees to the trustee and the servieer and similar fees (collectively, the "Servicing Fee")), at the same time and in the same manner as the items would 

have been reported under the holder's tax accounting method had it held its interest in the loans directly, received directly its share of the amounts 

received with respect to the loans, and paid directly its share of the Servicing Fees. In the case of Pass-Through Securities other than Stripped Securities, 

the income will consist of a pro rata share of all of the income derived from all of the loans and, in the case of Stripped Securities, the income will consist 

of a pro rata share of the income derived from each stripped bond or stripped coupon in which the holder owns an. interest. The holder of a security will 

generally be entitled to deduct the Servicing Fees under Section 162 or Section 212 of the Code to the extent that the Servicing Fees represent "reasonable" 

compensation for the services rendered by the trustee and the servicer (or third parties that are compensated for the performance of services). In the case of 

a noncorporate holder, however, Servicing Fees (to the extent not otherwise disallowed, e.g., because they exceed reasonable compensation) will be 

deductible in computing the holder's regular tax liability only to the extent: that the fees, when added to other miscellaneous itemized deductions, exceed 

2% of adjusted gross income and may not be deductible to any extent. in computing the holder's alternative minimum tax liability. In addition, the amount 

of itemized deductions otherwise allowable for the taxable year for an individual whose adjusted gross income exceeds the specified amount (which 

amount will be adjusted for inflation in taxable years beginning after 1990) will be reduced by the lesser of (i) 3% of the excess of adjusted gross income 

over the specified amount or (ii) 80% of the amount of itemized deductions otherwise allowable for the taxable year. 

RFJN_EX 18_00000362 

0399 



Discount or Premium on Pass- Through Securities. The holder's purchase price of a Pass-Through Security is to be allocated among the loans in 

proportion to their fair market values, determined as of the time of purchase of the securities. In the typical case, the trustee (to the extent necessary to 

fulfill its reporting obligations) will treat each loan as having a fair market value proportional to the share of the aggregate principal balances of all of the 

loans that it represents, because the securities, generally, will have a relatively uniform interest rate and other common characteristics. To the extent that 

the portion of the purchase price of a Pass-Through Security allocated to a loan, other than to a right to receive any accrued interest thereon and any 

undistributed principal payments, is less than or greater than the portion of the principal balance of the loan allocable to the security, the interest in the 

loan allocable to the Pass-Through Security will be deemed to have been acquired at a discount or premium, respectively. 

The treatment of any discount will depend on whether the discount represents DID or market discount. In the case of a loan with OID in excess 

of a prescribed de minimis amount or a Stripped Security, a holder of a security will be required to report as interest income in each taxable year its share 

of the amount of DID that accrues during that year in the manner described above. OID with respect to a loan could arise, for example, by virtue of the 

financing of points by the originator of the loan, Or by virtue of the charging of points by the originator of the loan in an amount greater than a statutory de 

minimis exception, in circumstances under which the points are not currently deductible pursuant to applicable Code provisions. Any market discount or 

premium on a loan will be includible in income, generally in the manner described above, except that in the case of Pass-Through Securities, market 

discount is calculated with respect to the loans underlying the certificate, rather than with respect to the security. A holder that acquires an interest in a 

loan originated after July 18, 1984 with more than a de minimis amount of market discount (generally, the excess of the principal amount of the loan over 

the purchaser's allocable purchase price) will be required to include accrued market discount in income in the manner set forth above. Please read "-

Taxation of Debt Securities — Market Discount" and " — Premium" above. 
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In the case of market discount on a Pass-Through Security attributable to loans originated on or before July 18, 1984, the holder generally will be 

required to allocate the portion of the discount that is allocable to a loan among the principal payments on the loan and to include the discount allocable to 

each principal payment in ordinary income at the time the principal payment is made. This treatment would generally result in discount being included in 

income at a slower rate than discount would be required to be included in income using the method described in the preceding paragraph. 

Stripped Securities. A Shipped Security may represent a right to receive only a portion of the interest payments on the loans, a right to receive 

only principal payments on the loans, or a right to receive certain payments of both interest and principal. Certain Stripped Securities ("Ratio Ship 

Securities") may represent a right to receive differing percentages of both the interest and principal on each loan. The separation of ownership of the right 

to receive some or all of the interest payments on an obligation from ownership of the right to receive some or all of the principal payments results in the 

creation of "shipped bonds" with respect to principal payments and "stripped coupons" with respect to interest payments. The DID rules apply to stripped 

bonds and stripped coupons. For purposes of computing original issue discount, a stripped bond or a stripped coupon is treated as a debt instrument issued 

on the date that the stripped interest is purchased with an issue price equal to its purchase price or, if more than one stripped interest is purchased, the 

ratable share of the purchase price allocable to the stripped interest. 

Servicing fees in excess of reasonable servicing fees ("excess servicing fees") will be treated under the stripped bond rules. If the excess servicing 

fee is less than 100 basis points (i.e., 1% interest on the loan principal balance) or the securities are initially sold with a de minimis discount (assuming no 

Prepayment Assumption is required), any non-de minimis discount arising from a subsequent transfer of the securities should be treated as market 

discount. The IRS appears to require that reasonable servicing fees be calculated on a loan by loan basis, which could result in some loans being treated as 

having more than 100 basis points of interest shipped off. 

The OID Regulations and judicial decisions provide no direct guidance as to how the interest and original issue discount rules are to apply to 

Shipped Securities and other Pass-Through Securities. Under the method described above for Pay-Through Securities (the "Cash Flow Bond Method"), a 

Prepayment Assumption is used and periodic recalculations are made which take into account with respect to each accrual period the effect of 

prepayments during the period. However, the Tax Reforrn Act of 1986 does not, absent Treasury regulations, appear specifically to cover instruments such 

as the Stripped Securities which technically represent ownership interests in the underlying loans, rather than being debt instruments "secured by" those 

loans. For tax years beginning after August 5, 1997 the Taxpayer Relief Act of 1997 may allow use of time Cash Flow Bond Method with respect to 

Stripped Securities and other Pass-Through Securities because it provides that this method applies to any pool of debt instruments the yield on which may 

be affected by prepayments. Nevertheless, it is believed that the Cash Flow Bond Method is a reasonable method of reporting income for those securities, 

and it is expected that OID will be reported on that basis, provided that the applicable prospectus supplement may provide for the reporting of OID on an 

alternative basis. In applying the calculation to Pass-Through securities, the trustee will treat all payments to be received by a holder with respect to the 

underlying loans as payments on a single installment obligation. The IRS could, however, assert that original issue discount must be calculated separately 

for each loan underlying a security. 

Under certain circumstances, if the loans prepay at a rate faster than the Prepayment Assumption, the use of the Cash Flow Bond Method may 

accelerate a Holder's recognition of income. ff, however, the loans prepay at a rate slower than the Prepayment Assumption, in some circumstances the 

use of this method may decelerate a Holder's recognition of income. 

In the case of a Stripped Security that is an Interest Weighted Secruity, the trustee intends, absent contrary authority, to report income to security 

holders as OID, in the manner described above for Interest Weighted Securities. 
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Possible Alternative Characterizations. The characterizations of the Stripped Securities described above are not the only possible interpretations 

of the applicable Code provisions. Among other possibilities, the IRS could contend that 

• in certain series, each non-Interest Weighted Security is composed of an unshipped undivided ownership interest in loans and an installment 

obligation consisting of stripped principal payments; 

• the non-Interest Weighted Securities are subject to the contingent payment provisions of the Contingent Regulations; or 

• each Interest Weighted Stripped security is composed of an unstripped undivided ownership interest in loans and an installment obligation 

consisting of stripped interest payments. 

Given the variety of alternatives for treatment of the Snipped Securities and the different federal income tax consequences that result from each 

alternative, potential purchasers are encouraged to consult their own tax advisors regarding the proper treatment of the securities for federal income tax 

purposes. 

Character as Qualifying  Loans. In the case of Stripped Securities, there is no specific legal authority existing regarding whether the character of 

the securities, for federal income tax purposes, will be the same as the loans. The IRS could take the position that the loans' character is not carried over to 

the securities in these circumstances. Pass-Through Securities will be, and, although the matter is not free from doubt, Stripped Securities should be 

considered to represent -real estate assets" within the meaning of Section 856(c)(5)(B) of the Code and "loans secured by an interest in real property" 

within the meaning of Section 7701(a)(19)(C)(v) of the Code; and interest income attributable to the securities should be considered to represent "interest 

on obligations secured by mortgages on real property or on interests in real property" within the meaning of Section 856(c)(3)(B) of the Code. Reserves or 

funds underlying the securities may cause a proportionate reduction in the above-described qualifying status categories of securities. 

Sale or Exchange 

Subject to the discussion below with respect to trust funds as to which a partnership election is made, a holder's tax basis in its security is the 

price the holder pays for a security, plus amounts of original issue or market discount included in income and reduced by any payments received (other 

than qualified stated interest payments) and any amortized premium. Gain or loss recognized on a sale, exchange, or redemption of a security, measured 

by the difference between the amount realized and the security's basis as so adjusted, will generally be capital gain or loss, assuming that the security is 

held as a capital asset. In the case of a security held by a bank, thrift, or similar institution described in Section 582 of the Code, however, gain or loss 

realized on the sale or exchange of a Regular Interest Security will be taxable as ordinary income or loss. In addition, gain from the disposition of a 

Regular Interest Security that might otherwise be capital gain will be treated as ordinary income to the extent of the excess, if any, of (i) the amount that 

would have been includible in the holder's income if the yield on the Regular Interest Security had equaled 110% of the applicable federal rate as of the 

beginning of the holder's holding period, over the amount of ordinary income actually recognized by the holder with respect to the Regular Interest 

Security. In general, the maximum tax rate on ordinary income for individual taxpayers is greater than the maximum tax rate on long-term capital gains for 

individual taxpayers. The maximum tax rate on both ordinary income and long-term capital gains of corporate taxpayers is 35%. 

Miscellaneous Tax Aspects 

Backup Withholding. Subject to the discussion below with respect to trust funds as to which a partnership election is made, a holder, other than a 

holder of a Residual Interest security, may, under certain circumstances, be subject to "backup withholding" at a rate of 28% (which rate is scheduled to be 

increased to 31% for payments made after December 31, 2010) with respect to distributions or the proceeds of a sale of certificates to or through brokers 

that represent interest or original issue discount on the securities. This withholding generally applies if the holder of a security 

• fails to furnish the trustee with its taxpayer identification number ("TIN"); 

• furnishes the trustee an incorrect 'FIN; 

• fails to report properly interest, dividends or other "reportable payments" as defined in the Code; or 

• under certain circumstances, fails to provide the trustee or the holder's securities broker with a certified statement, signed under penalty of 

perjury, that the TIN provided is its correct number and that the holder is not subject to backup withholding. 

-94- 

Backup withholding will not apply, however, with respect to certain payments made to holders, including payments to certain exempt recipients 

(such as exempt organizations) and to certain Non-U.S. Persons. Holders are encouraged to consult their own tax advisors as to their qualification for 

exemption from backup withholding and the procedure for obtaining the exemption. 
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Margins 

The weighted average margin for the BELOCs as of the Cut-Off Date was 1.584%. 
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IIELOC Terms 

The general temis of the HELOCs are described under "The Trust Fund—The Loans" in the prospectus. 

A borrower may make a draw under a HELOC, from time to time, by using special checks or other means provided to the borrower. The draws 

will be funded by the seller. 
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Minimum monthly payments will be required to be made during the draw period, but these payments will not be sufficient to fully amortize a 

HELOC during the draw period. Borrowers may make payments in excess of their monthly payment without penalty and the excess funds will first be used 

to pay any applicable fees and then be applied towards outstanding principal. Other fees, including the annual membership fees and late payment charges, 

may vary by state. 

The borrower's right to make a draw under a HE LOC may be suspended or terminated or the borrower may be required to pay the entire balance 

due piths all other accrued but unpaid charges immediately, if 

• the borrower fails to make any required payment by the due date; 

• the total outstanding plincipal balance including all charges payable exceeds the credit limit; 

• the borrower made any statement or signature on any document which is fraudulent or contained a material misrepresentation; 

• the borrower dies or becomes incompetent; 

• the borrower becomes bankrupt or insolvent; 

• the borrower becomes subject to any judgment, lien, attachment or an execution is issued against the mortgaged property; 

• the borrower fails to obtain and maintain required property insurance; or 

• the borrower sells or transfers the mortgaged property or does not maintain the property. 

In addition, the borrower's right to make a draw under a HELOC may be suspended or a borrower's credit limit may be reduced, if 

• the borrower is in default under the HELOC; 

• government action impairs the originator's lien priority; or 

• a regulatory agency has notified the originator that continued advances would constitute an unsafe and unsound practice. 

The billing statement details all debits and credits and specifies the minimum payment due and the available credit line. Notice of changes in the 

applicable loan rate are provided to the borrower with the billing statements, The monthly payment due dates for the HELOCs vary. 

Interest accrued each month with respect to each HELOC adjusts based on the index, which is the prime rate published in The Wall Street 

Journal for the day that the loan resets. If more than one prime rate is published, the highest rate will be used. All of the HELOCs are subject to maxinnun 

loan rates specified in the Credit Line Agreements. No HELOC is subject to a minimum loan rate or a periodic loan rate cap or floor. 

Servicing Compensation and Payment of Expenses 

With respect to each Due Period, the servicing compensation to be paid to the servicer in respect of its servicing activities relating to the 

HELOCs is refeired to as the "Servicing Fee" and will be paid from Interest Collections in respect of the HELOCs. The amount of the servicing fee is 

equal to 0.50% per annum which is referred to as the servicing fee rate, multiplied by the sum of the outstanding principal balance of each HELOC as of 

the first day of each Due Period. The servicing fee will be calculated on the basis of twelve 30- day months and a 360-day year. All assumption fees, late 

payment charges and other fees and charges, to the extent collected from borrowers, will be retained by the servicer as additional servicing compensation. 
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With respect to each payment date, the "Due Period" is the prior calendar month. 

The servicer will pay ongoing expenses associated with the trust and incurred by it in connection with its responsibilities under the sale and 
servicing agreement, including, without limitation, payment of the fees of the owner trustee and any custodian appointed by the trustees. In addition, the 

servicer will be entitled to reimbursement for expenses it incurs in connection with defaulted HELOCs and in connection with restoring mortgaged 

properties related to defaulted HELOCs, to the extent that recoveries are realized. The servicer's right of reimbursement is senior to the rights of holders of 

the securities to receive any proceeds from the liquidation of the related mortgaged property. 

Assignment of It FLOC s 
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On Or before the closing date, the seller will sell to the depositor and the depositor will transfer to the trust all of its right, title and interest in and 

to each HELOC, including its right to purchase from the seller any additional balances arising in the future, related Credit Line Agreements, mortgages 

and other mortgage loan documents, including all collections received on or with respect to each HELOC after the Cut-Off Date. The trust, concurrently 

with the transfer, will deliver the securities. Each HELOC transferred to the trust will be identified on a mortgage loan schedule delivered to the indenture 

trustee. The mortgage loan schedule will include information including the principal balance as of the Cut-Off Date for each HELOC, as well as 

information with respect to the loan rate. 

The mortgage loan documents for each HELOC, including, without limitation, the note for each HELOC, will be retained by the seller as 

custodian and bailee for the benefit of the noteholders and the Note Insurer. The seller will retain the mortgage loan documents either itself or through an 

affiliate. However, the related assignment of mortgage or deed of trust in recordable form for each HELOC will not be prepared unless the seller's long-

term senior unsecured debt rating is not at least "BBB" by Standard & Poor's Ratings Services, a division of The McGraw- Hill Companies, Inc. ("S&P") 

and "Baa2" by Moody's Investors Services ("Moody's" and together with S&P, the "rating agencies") (the "Assignment Preparation Trigger"). At 

such time as assignments of mortgage or deed of trust are required to be prepared, the Seller will also segregate the mortgage notes from other documents 

relating to the Mortgage Loans. If the rating of the Seller's long-term senior unsecured debt falls below the Assignment Preparation Trigger, the Seller will 

deliver the mortgage notes to the indenture trustee within 90 days of such event. The balance of the mortgage loan documents (other than the assignments 

of mortgage or deed of trust if they have not been required to be prepared) will be required to be delivered to the indenture trustee within 90 days 

following an event of servicer termination ("Event of Servicer Termination"). Events that could give rise to the servicer's termination are described 

below under "Servicing Agreement—Events of Servicing Termination" in this prospectus supplement. Within 90 days of either (a) the rating of the long-

term senior unsecured debt being reduced below the Assignment Preparation Trigger or (b) an Event of Servicer Termination, the Seller will submit the 

assignments of mortgage or deed of trust for recording in the appropriate recording offices in the relevant jurisdictions. Such recordation will not be 

required if opinions of counsel satisfactory to the indenture trustee and the Note Insurer are delivered to the indenture trustee and the Note Insurer to the 

effect that recordation of such assignments is not required in the relevant jurisdictions to perfect the security interests of the trust, the noteholders or the 

Note Insurer in the HELOCs. 

If as described above, the seller is required to deliver the mortgage notes following an Assignment Event, and the balance of the mortgage loan 

documents following an Event of Servicing Termination, the indenture trustee, or the custodians on behalf of the indenture trustee, will review the 

mortgage notes or the mortgage loan documents required to be reviewed pursuant to fire sale and servicing agreement, as applicable, in each case within 

60 days of the related delivery. If the indenture trustee, or the custodian on behalf of the indenture trustee, finds that any document required to be reviewed 

by it to be defective or missing and the defect or omission is not cured by the seller within 90 days following notification of the defect by the indenture 

trustee to the seller, the seller will be obligated to repurchase the HELOC as described in the following paragraph. 
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The seller will make representations and warranties as to the accuracy in all material respects of information furnished to the indenture trustee 

and the trust with respect to each HELOC. In addition, the seller will represent and warrant, on the closing date, that, among other things: (1) at the time of 

transfer to the trust, the seller has transferred or assigned all of its right, tide and interest in each HELOC and the related documents, free of any lien, 

subject to exceptions; (2) each HELOC was generated under a Credit Line Agreement that complied, at the time of origination, in all material respects 

with applicable state and federal laws including but not limited to applicable local, state and federal predatory and abusive lending laws; and (3) none of 

the HELOCs are high-cost loans as defined by applicable local, state and federal predatory and abusive lending laws. Upon discovery of a breach of any 

representation and warranty that materially and adversely affects the interests of the holders in a HELOC, the seller will have a period of 90 days after 

discovery or notice of the breach to effect a cure. If the breach cannot be cured within the 90-day period, the seller will be obligated to repurchase the 

HELOC and to either (i) deposit the Purchase Price (as defined below) into the collection account or, (ii) direct that the defective HELOC be retransferred 

to it and that the transferor interest be reduced by the principal balance and accrued interest on the defective HELOC and the seller will be required to 

deposit the balance of the Purchase Price in the collection account. The amount of such deposit is referred to as the "Transferor Deposit Amount." Upon 

retransfer, the principal balance of the HELOC will be deducted from the pool balance. In lieu of any repurchase, the seller may substitute one or more 

Eligible Substitute HELOCs (as defined below). Any repurchase or substitution will be considered a payment in full of the defective HELOC. The 

obligation of the seller to accept a retransfer of a defective HELOC is the sole remedy regarding any defects in the HELOCs and related documents 

available to the owner trustee or the holders. 

With respect to any HELOC, the "Purchase Price" is equal to the principal balance of the HELOC at the time of any transfer described above 

plus accrued and unpaid interest to the date of repurchase together with any expenses incurred as a result of the defect and costs and damages incurred by 

the trust due to such HELOCs violation of applicable local, state or federal predatory or abusive lending laws. 

An "Eligible Substitute IIELOC" is a HELOC substituted by the seller for a defective HELOC which must, on the date of the substitution, 

satisfy the criteria specified in the sale and servicing agreement. To the extent the principal balance of an Eligible Substitute HELOC is less than the 

principal balance of the related defective HELOC, the seller will be required to make a deposit to the collection account equal to the difference (each, a 

"Substitution Adjustment Amount"). 

In certain circumstances, the interest of the depositor, the trust, and the indenture trustee in the HELOCs could be impaired, and payments to you 

could be delayed and, if the Note Insurer fails to perform under the Policy, reduced. For instance, 

• a prior or subsequent transferee of HELOCs could have an interest in the HELOCs superior to the interest of the depositor, the trust, and the 

indenture trustee; 
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• until the indenture trustee has possession of the mortgage notes, the indenture trustee's interest in the HELOCs may not have priority over any 

person or entity that: acquires possession of the mortgage notes; 

• a tax, governmental, or other nonconsensual lien that attaches to the property of the seller or the depositor could have priority over the interest 

of the depositor, the trust, and the indenture trustee in the HELOCs; 

• the administrative expenses of a conservator or receiver for the seller could be paid from collections on the HELOCs before the depositor, the 

trust, or the indenture trustee receives any payments; and 

• if insolvency proceedings were commenced by or against the servicer, or if certain time periods were to pass, the depositor, the trust, and the 

indenture trustee may lose any perfected interest in collections held by the servicer and commingled with its other funds. 
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Conservatorship or Receivership 

The seller is chartered as a national banking association and is regulated and supervised by the Office of the Comptroller of the Currency, which 

is required to appoint the Federal Deposit Insurance Corporation (the "FDIC") as conservator Or receiver for the seller if certain events occur relating to 

the seller's financial condition or the propriety of its actions. In addition, the FDIC could appoint itself as conservator or receiver for the seller. 

The seller will treat each transfer of HELOCs to the depositor as a sale. Arguments may be made, however, that these transfers constitute the 

grant of a security interest under general applicable law. Nevertheless, the FDIC has issued regulations surrendering certain rights under the Federal 

Deposit Insurance Act, as amended by the Financial Institutions Reform, Recovery and Enforcement Act of 1989 (the "FDIA"), to reclaim, recover, or 

recharacterize a financial institution's transfer of financial assets such as the HELOCs if (i) the transfer involved a securitization of the financial assets and 

meets specified conditions for treatment as a sale under relevant accounting principles, (ii) the financial institution received adequate consideration for the 

transfer at the time of the transfer, (iii) the parties intended that the transfer constitute a sale for accounting purposes and the relevant documents reflect 

such intentions, and (iv) the financial assets were not transferred fraudulently, in contemplation of the financial institution's insolvency, or with the intent 

to hinder, delay, or defraud the financial institution or its creditors. The seller's transfer of the HEE0Cs and the purchase agreement are intended to satisfy 

all of these conditions. 

If one or more conditions required under the FDIC's regulations were found not to have been met, however, the FDIC could reclaim, recover, or 

recharacterize the seller's transfer of the HE LOCs. The FDIA would limit the depositor's, the trust's, or the indenture trustee's damages in this event to its 

"actual direct compensatory damages" determined as of the date that the FDIC was appointed as conservator or receiver for the seller. The FDIC, 

moreover, could delay its decision whether to reclaim, recover, or recharacterize the seller's transfer of the HELOCs for a reasonable period following its 

appointment as conservator or receiver for the seller. Therefore, if the FDIC were to reclaim, recover, or recharacterize the seller's transfer of the HELOCs, 

payments to you could be delayed and, if the Note Insurer fails to perform under the Policy, reduced. 

Even if the conditions set forth in the regulations were satisfied and the FDIC did not reclaim, recover, or recharacterize the seller's transfer of the 

HELOCs, you could suffer a loss on your investment if the Note Insurer fails to perform under the Policy and (i) the purchase agreement, the sale and 

servicing agreement, the administration agreement, or the seller's transfer of the HELOCs, were found to violate applicable regulatory requirements, (ii) 

the depositor, the trust, or the indenture trustee were required to comply with the claims process established under the FDIA in order to collect payments 

on the HELOCs, (iii) the FDIC were to request a stay of any action by the depositor, the trust, or the indenture trustee to enforce the purchase agreement, 

the sale and servicing agreement, the administration agreement, the indenture, or the notes, or (iv) the FDIC were to repudiate other parts of' the purchase 

agreement, the sale and servicing agreement, or the administration agreement, such as any obligation to collect payments on or otherwise service the 

HELOCs or to provide administrative services to the depositor or the trust. 

The depositor is a wholly-owned subsidiary of First Horizon Home Loans Corporation, which is a wholly-owned subsidiary of the seller. Certain 

provisions of the FDIA and regulations issued by banking authorities may apply not only to the seller but to its subsidiaries as well. If the depositor were 

found to have violated any of these provisions or regulations, payments to you could be delayed and, if the Note Insurer fails to perform under the Policy, 

reduced. In addition, if the seller entered conservatorship or receivership, the FDIC could exercise control over the HELOCs or the other assets of the 

depositor or the trust on an interim or permanent basis. Although steps have been taken to minimize this risk, the FDIC could argue that 

• the assets of the depositor (including the HELOCs) constitute assets of the seller available for liquidation and distribution by a conservator or 

receiver for the seller; 

• the depositor and its assets (including the HELOCs) should be substantively consolidated with the seller and its assets; 

• the FDIC's control over the HELOCs is necessary for the seller to reorganize or to protect the public interest; or 
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• the FDIC has the power to disaffirm actions of a subsidiary of an insured depository institution. 
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If these or similar arguments were made, whether successfully or not, payments to you could be delayed and, if the Note Insurer fails to perform 

under the Policy, reduced. Furthermore, regardless of any decision made by the FDIC or ruling made by a court, the fact that the seller has entered 

conservatorship or receivership could have an adverse effect on the liquidity and value of the notes. 

In addition, regardless of the terms of the purchase agreement, the sale and servicing agreement, or the indenture, and regardless of the 

instructions of those authorized to direct the depositor's, the trust's or the indenture trustee's actions, the FDIC as conservator or receiver for the seller 

may have the power (i) to prevent or require the commencement of a Rapid Amortization Event, (ii) to prevent, limit, or require the early liquidation of 

HELOCs and termination of the trust, or (iii) to require, prohibit, or limit the continued transfer of HELOCs. Furthermore, regardless of the terms of the 

sale and servicing agreement or the administration agreement, the FDIC (i) could prevent the appointment of a successor servicer or another administrator 

for the depositor or the trust or (ii) could authorize the seller to stop servicing the HELOCs or administering the depositor or the trust. If any of these 

events were to occur, payments to you could be delayed and, if the Note Insurer fails to perform under the Policy, reduced. 

Optional Transfer of HELOCN to the Seller 

Upon notice to the Note Insurer and subject to the conditions of the sale and servicing agreement, on any payment date, the seller may, but shall 

not be obligated to, except upon a breach of a representation or warranty, remove from the trust a portion of the HELOCs without notice to the noteholders. 

Except upon a breach of a representation or warranty, the seller will randomly select the HELOCs to be removed. HELOCs to be removed will only be 

removed upon satisfaction of conditions specified in the sale and servicing agreement ;  including: 

• the seller representing and warranting that no selection procedures which are adverse to the interests of the noteholders or the Note Insurer 

were used by the seller in selecting the HELOCs to be removed; 

• no Rapid Amortization Event has occurred or will occur as a result of the removal; and 

• notice of removal of the HELOC is given to the Note Insurer and the rating agencies. 

Upon any such removal, the transferor interest will be reduced by an amount equal to the aggregate principal balances of the HELOCs removed. 

DESCRIPTION OF THE NOTES 

General 

The notes will be issued under an indenture dated as of[ ], 200[ ], between the trust and The Bank of New York, as indenture trustee. The 

following summaries describe provisions of the notes and the indenture. The summaries do not purport to be complete and are subject to, and qualified in 

their entirety by reference to, the provisions of the applicable agreement. As used in this prospectus supplement, agreement shall mean either the sale and 

servicing agreement or the indenture, as the context requires. 

The notes will be issued in fully registered, certificated form only. The notes will be freely transferable and exchangeable at the corporate trust 

office of the indenture trustee. 

Book-Entry Notes 

The notes will be in book-entry form Persons acquiring beneficial ownership interests in the notes, or beneficial owners, will hold their notes 

through The Depository Trust Company, New York, New York ("DTC") in the United States, or Clearstream Banking, societe anonyme 

("Clearstrearn") or Euroclear Bank S.A./N.V. ("Ettroelear") in Europe if they are participants of those systems, or indirectly through organizations 

which are participants in those systems. 

The book-entry notes will initially be registered in the name of Cede & Co., the nominee of DTC. Unless and until definitive notes are issued, it 

is anticipated that the only note owner under the indenture will be Cede & Co., as nominee of DTC. Clearstream and Euroclear will hold omnibus 

positions on behalf of their participants through customers' securities accounts in Clearstream's and Euroclear's names on the books of their respective 

depositaries, which in turn will hold positions in customers' securities accounts in the depositaries' names on the books of DTC. Citibank N.A. will act as 

depositary for Clem:stream and The Chase Manhattan Bank will act as depositary for Euroclear. Beneficial owners will not be noteholders as that term is 

used in the indenture. Beneficial owners are only permitted to exercise their rights indirectly through the participating organizations that use the services of 

DTC, including securities brokers and dealers, banks and trust companies, clearing corporations and certain other organizations, and DTC. Beneficial 

owners may hold their beneficial interests in minimum denominations of $25,000 and multiples of $1,000 in excess thereof 
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The beneficial owner's ownership of a book-entry note will be recorded on the records of the brokerage firm, bank, thrift institution or other 

financial intermediary that maintains the beneficial owner's account for such purpose. In turn, the financial intermediary's ownership of that book-entry 

note will be recorded on the records of the applicable depository, or of a. participating firm that acts as agent for the financial intermediary, whose interest 

will in turn be recorded on the records of the depository, if the beneficial owner's financial intermediary is not a participant of urc, and the records of 

Clearstream or Eurocleu, as appropriate. 

Payments on the notes and transfers of the securities take place through hook-entry notations. The indenture trustee makes payments to the 

holding depository, which in tam makes payments to its participants. The participants will then, in turn, credit the payments to the accounts of beneficial 

owners either directly or through indirect participants. Consequently, beneficial owners of the book-entry notes may experience delay in their receipt of 

payments. The payments will be subject to tax reporting in accordance with relevant United States tax laws and regulations. 

Transfers of the notes are made similarly through book-entry notations. Each beneficial owner instructs its financial intermediary of the 

transaction, and the information is eventually passed on to the holding depository. Each financial intermediary and the depository will note the transaction 

on its records and either debit or credit the account of the selling and purchasing beneficial owners. Payments and transfers between DTC participants, 

Clearstream participants and Euroclear participants will occur in accordance with the rules and operating procedures of each depository. For information 

on transfers between depositories, see "Annex I—Global Clearance, Settlement and Tax Documentation Procedures" at the end of this prospectus 

supplement. 

DTC has advised the depositor as follows: DTC is a limited-purpose trust company organized under the New York Banking Law, a "banking 

organization" within the meaning of the New York Banking Law, a member of the Federal Reserve System, a "clearing corporation" within the meaning of 

the New York Uniform Commercial Code and a "clearing agency" registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 

1934, as amended. DTC holds securities that its participants deposit with DTC. DTC also facilitates the settlement among DTC participants of securities 

transactions, such as transfers and pledges, in deposit securities through electronic computerized book-entry changes in DTC participants' accounts, which 

eliminates the need for physical movements of securities. DTC participants include underwriters, securities brokers and dealers, banks, trust companies, 

clearing corporations and similar organizations. Certain of such participants (or their representatives), together with other entities, own DTC. Indirect 

access to the DTC system is available to others such as banks, brokers and dealers and trust companies that clear through or maintain a custodial 

relationship with a DTC participant, either directly or indirectly. 

Clearstrearn was incorporated as a limited liability company under Luxembourg law. Clearstream is owned by Cedel International, societe 

anonyrne and Deutsche Borse AG. The shareholders of these two entities are banks, securities dealers and financial institutions. Clearstream holds 

securities for its participants, or participating organizations, and facilitates the clearance and settlement of securities transactions between Clearstrearn 

participants through electronic book-entry changes in accounts of Clearstream participants, eliminating the need for physical movement of notes. 

Transactions may be settled in Clearstream in any of 31 currencies, including United States dollars. Clearstrearn provides to its participants, among other 

things, services for safekeeping, administration, clearance and settlement of internationally traded securities, securities lending and borrowing and 

collateral management. Clearstream interfaces with domestic markets in several countries. As a registered bank, Clearstreatn is regulated by the 

Luxembourg Commission for the Supervision of the Financial Sector. Clearstrearn has established an electronic bridge with the Euroclear Operator to 

facilitate settlement of trades between Clearstrearn and Euroclear. Clearstream participants are recognized financial institutions around the world, 

including underwriters, securities brokers and dealers, banks, trust companies, clearing corporations and other organizations. Indirect access to Clearstream 

is also available to others, like banks, brokers, dealers and trust companies that clear through or maintain a custodial relationship with a Clearstream 

participant, either directly or indirectly. In the United States, Clearstrearn customers are limited to securities brokers and dealers and banks, and may 

include the underwriters for the book-entry notes. Clearstream is an indirect participant in DTC. 
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Euroclear was created in 1968 to hold securities for its participants and to clear and settle transactions between its participants through 

simultaneous electronic book- entry delivery against payment, thereby eliminating the need for physical movement of securities and the risk from lack of 

simultaneous transfers of securities and cash. Transactions may be settled in many currencies, including U.S. dollars. In addition to safekeeping (custody) 

and securities clearance and settlement, the Euroclear system includes securities lending and borrowing and interfaces with domestic markets in several 

countries generally similar to the arrangements for cross-market transfers with DTC, Euroclear is operated by Euroelear Bank S.A./N.V., under contract 

with Euroclear Clearance System plc, a UK corporation ("Euroclear Clearance System"). All operations are conducted by the Euroclear operator, and all 

Euroclear securities clearance accounts .and Euroclear cash accounts are accounts with the Euroclear operator, not the Euroclear Clearance System. The 

Euroclear Clearance System establishes policy for F,uroolear on behalf of Euroclear participants. Euroclear participants include banks (including central 

banks), securities brokers and dealers and other professional financial intermediaries and may include the underwriter specified in this prospectus 

supplement. Indirect access to the Euroclear system is also available to other firms that clear through or maintain a custodial relationship with a Euroclear 

participant, either directly or indirectly. Euroclear is an indirect participant in DTC. 

The Euroclear operator is a Belgian bank. The Belgian Banking Commission and the National Bank of Belgium regulate and examine the 
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Euroclear Operator. 

The terms and conditions governing use of Euroclear and the related operating procedures of Euroclear and applicable Belgian law govern 

securities clearance accounts and cash accounts with the Euroclear Operator. Specifically, these terms and conditions govern: 

• transfers of securities and cash within Euroclear, 

• withdrawal of securities and cash from Buroclewe and 

• receipts of payments with respect to securities in Euroclear. 

All securities in Euroclear are held on a fungible basis without attribution of specific notes to specific securities clearance accounts. The 

Euroclear Operator acts under the terms and conditions only on behalf of Euroclear participants and has no record of or relationship with persons holding 

securities through Euroclear participants. 

Distributions with respect to book-entry notes held beneficially through Euroclear will be credited to the cash accounts of Euroclear participants 

in accordance with the Euroclear Terms and Conditions, to the extent received by the Euroclear Operator and by Euroclear. 

Distributions with respect to the book-entry notes held beneficially through Clearstream will be credited to cash accounts of Clearstream 

customers in accordance with its rules and procedures, to the extent received by Clearstream. 

Title to book- entry ,  notes will pass by book-entry registration of the transfer within the records of Euroclear, Clearstream or DTC, as the case may 

be, in accordance with their respective procedures. Book-entry notes may be transferred within Euroclear and within Clearstream and between Euroclear 

and Clearstream in accordance with procedures established for these purposes by Euroclear and Clearstream, Luxembourg. Book-entry notes may be 

transferred within DTC in accordance with procedures established for this purpose by DTC. Transfers of book-entry notes between Euroelear and 

Cleantrearn and DTC may be effected in accordance with procedures established for this purpose by Euroclear, Clearstream and DTC, 
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Initial settlement for the book-entry notes will be made in immediately available funds. Secondary market trading between DTC participants will 

occur in the ordinary way in accordance with DTC rules and will be settled in immediately available funds. Secondary market trading between Euroclear 

participants and/or Clearstream participants will occur in the ordinary way in accordance with the applicable rules and operating procedures of Euroclear 

and Clearstream and will be settled using the procedures applicable to conventional Eurobonds in immediately available funds. 

Cross-market transfers between persons holding directly Or indirectly through DTC on the one hand, and directly or indirectly through Euroclear 

or Clearstream participants, on the other, will be effected by DTC in accordance with DTC rules on behalf of the relevant European international clewing 

system by its respective depositary in the United States. However, those cross-market transactions will require delivery of instructions to the relevant 

European international clearing system by the counterparty in such system in accordance with its rules and. procedures and within its established deadlines 

(European time). The relevant European international clewing system will, if the transaction meets its settlement requirements, deliver instructions to its 

U.S. depositary to take action to effect final settlement on its behalf by delivering or receiving book-entry notes to or from DTC, and making or receiving 

payment in accordance with normal procedures for same-day funds settlement applicable to DTC. Euroclear participants and Clearstream participants may 

not deliver instructions directly to their respective depositaries in the United States. 

Because of time-zone differences, credits of book-entry notes received in Euroclear or Clearstream as a result of a transaction with a DTC 

participant will be made during subsequent securities settlement processing and dated the business day following DTC settlement date. These credits or 

any transactions in book-entry notes settled during such processing will be reported to the relevant Euroclear or Clearstream participants on that business 

day. Cash received in Euroclear or Clearstream as a result of sales of book-entry notes by or through a Euroclear participant or a. Clearstream participant to 

a DTC participant will be received with value on DTC settlement date but will be available in the relevant Euroclear or Clearstream cash account only as 

of the business day following settlement in DTC. 

Although DTC, Euroclear and Clearstream have agreed to the foregoing procedures in order to facilitate transfers of notes among participants of 

DTC, Euroclear and Clearstream, they are under no obligations to perform or continue to perform the procedures and the procedures may be discontinued 

at any time. See "Appendix I" to this prospectus supplement. 

For a discussion of the federal income tax consequences for non-United States persons, see "Appendix I" to this prospectus supplement. 

Monthly and annual reports with respect to the trust will be provided to Cede & Co., as nominee of DTC, and may be made available by Cede & 

Co. to beneficial owners upon request, in accordance with the rules, regulations and procedures creating and affecting the depository, and to the financial 

intermediaries to whose DTC accounts the hook-entry notes of the beneficial owners are credited. 
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DTC has advised the indenture trustee that, unless and until definitive notes are issued, DTC will take any action permitted to be taken by the 

holders of the book-entry notes under the indenture only at the direction of one or more financial intermediaries to whose DTC accounts the book-entry 

notes are credited, to the extent that actions are taken on behalf of financial intermediaries whose holdings include those book-entry notes. Clearstrearn or 

the Euroclear operator, as the case may be, will take any other action permitted to be taken by a noteholder under the indenture on behalf of a Clearstream 

participant or Euroclear participant only in accordance with its relevant rules and procedures and subject to the ability of the relevant depositary to effect 

actions on its behalf through DTC. DTC may take actions, at the direction of its participants, with respect to sonic notes which conflict with actions taken 

with respect to other notes. 

Definitive notes will be issued to beneficial owners of the book-entry notes, or their nominees, rather than to DTC, only if (a) DTC or the issuer 

advises the indenture trustee in writing that DTC is no longer willing, qualified or able to discharge properly its responsibilities as nominee and depository 

with respect to the book-entry securities and the issuer or the indenture trustee is unable to locate a qualified successor or (b) after the occurrence of an 

event of default under the indenture, beneficial owners having percentage interests aggregating not less than 51% of the principal balance of the book-

entry securities advise the indenture trustee and DTC through the financial intermediaries and the DTC participants in uniting that the continuation of a 

book-entry system through DTC, or a successor to DTC, is no longer in the best interests of beneficial owners. 
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Upon the occurrence of any of the events described in the immediately preceding paragraph, the indenture trustee will be required to notify all 

beneficial owners of the occurrence of the event and the availability through DTC of definitive securities. Upon surrender by DTC of the global note or 

notes representing the book-entry notes and instructions for re-registration, the issuer will issue and the indenture trustee will authenticate definitive notes, 

and the indenture trustee will recognize the holders of the definitive notes as holders under the indenture. 

Although DTC, Clearstream and Euroclear have agreed to the foregoing procedures in order to facilitate transfers of securities among 

participants of DTC, Clearstream and Euroclear, they are under no obligation to perform or continue to perform the procedures and the procedures may be 

discontinued at any time. 

Payments 

On each payment date, collections on the HELOCs received during the preceding Due Period and allocable to the noteholders will be applied as 

follows: 

A. 	From Investor Interest Collections, reduced by the Indenture Trustee Fee: 

to the Note Insurer, the premium due for the Policy; 

(2) to the noteholders, accrued interest and any overdue accrued interest, in each case accrued at a rate that is not higher than the Maximum 

Rate (as defined in "—Interest" below ) on the notes; 

(3) to the noteholders, as a payment of principal, Investor Charge-Off Amounts incurred during the preceding calendar month and the 

Investor Charge-Off Amounts incurred during previous periods that were not subsequently funded by Investor Interest Collections, 

overcollateralization or draws under the Policy; 

(4) to the Note Insurer, as reimbursement for prior draws made under the Policy; 

(5) to the noteholders, as a payment of principal, the amount necessary to build the overcollateralization to the Specified 0/C amount; 

(6) to the Note Insurer, any other amounts owed to the Note Insurer pursuant to the Insurance Agreement; 

(7) to the noteholders, any carryover interest amounts from mior periods when the rate at which interest on the notes was calculated at the 

Ma:Nimum Rate, with interest accrued thereon at the note rate computed without regard to the Maximum Rate (such carryover interest 

amounts are referred to as "LIBOR Carryover Interest Shortfalls"); and 

(8) to the owner of the transferor interest, any remaining amounts. 

B. 	Principal Collections: 

(I) to the noteholders, the lesser of the outstanding principal balance of the notes and the Investor Principal Distribution Amount; 
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(2) to the Note Insurer, as reimbursement for prior draws wider the Policy and any other amounts owed to the Note Insurer pursuant to the 

Insurance Agreement, to the extent not reimbursed pursuant to A.(4) or A.(6) above; and 

(3) to the owner of the transferor interest; any remaining amounts. 
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Certain Definitions 

The "Charge - Off Amount" for any Charged-Off HELOC is the amount of the principal balance that has been written down. 

A "Charged - Off HELOC" is (i) a mortgage loan with a balance that has been written down on the servicer's servicing system in accordance 

with its policies and procedures and (ii) any mortgage loan that is more than 180 days past due. 

The "Closing Date" is [ ], 200[ I. 

The "Excess 0/C Amount" for a. payment date is the amount by which the amount of overcollateralization, assuming the full Investor Principal 

Distribution Amount was paid on the notes for such payment date, exceeds the Specified 0/C Amount; provided, however, that following the occurrence 

of a Rapid Amortization Event the Excess 0/C Amount shall be zero. 

The "Floating Allocation Percentage" for any payment date is the percentage equivalent of a fraction with a numerator of the Invested Amount 

for the previous payment date (in the case of the first payment date, the Invested Amount as of the Closing Date) and a denominator of the Pool Balance at 

the end of the related Due Period (in the case of the first payment date, the Pool Balance as of the Cut-Off Date). 

For each payment date the "Interest Collections" are amounts collected during the related Due Period on the HELOCs and allocated to interest 

in accordance with the terms of the related Credit Line Agreements, together with the interest portion of any Purchase Price, Substitution Adjustment 
Amount and Transferor Deposit Amount paid during the related Due Period and any Net. Recoveries on HELOCs that were previously Charged-Off 

HELOCs. 

The "Indenture Trustee Fee" for any payment date while The Bank of New York is the indenture trustee, will be an amount agreed upon 

between The Bank of New York and FTBNA. 

The "Interest Period" with respect to each payment date and the notes other than the first payment date, the period from the payment date in the 

month preceding the month of such payment date through the day before such payment date; and with respect to the first payment date, the period from the 

Closing Date through [ ], 200[ J. 

The "Invested Amount" for any payment date is the Invested Amormt on the Closing Date reduced by (i) the aggregate amount of Investor 

Principal Distribution Amounts (before taking into account 0/C Reduction Amounts) up to and including the related payment date and (ii) the aggregate of 

Investor Charge-Off Amounts up to and including such payment date. The Invested Amount on the Closing Date will be $[ ]. 

The "Investor Charge - 01f Amount" for any payment date is the Floating Allocation Percentage of Charge-Off Amounts incurred during the 

related Due Period. 

The "Investor Interest Collections" for any payment date is the Floating Allocation Percentage of Net Interest Collections for the related Due 

Period. 

The "Investor Principal Distribution Amount" on every payment date from the first payment date through the payment date in [ 200[], 

unless a Rapid Amortization Event has occurred is equal to the excess, if any, of all Principal Collections received during the related Due Period over the 

amount of all additional balances drawn under the mortgage loans during the related Due Period; and on every payment date after the payment date in [ 

200[ } or if a Rapid Amortization Event has previously occurred, is equal to all Principal Collections received during the related Due Period. In each case 

such amount will be reduced by the 0/C Reduction Amount. 

"Net Interest Collections" is an amount equal to the Interest Collections minus the Servicing Fee. 

"Net Recoveries" with respect to a HELOC are equal to the aggregate of all amounts received upon liquidation of the HELOC, including, 

without. limitation, insurance proceeds, reduced by related expenses. 
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The "0/C Reduction Amount" for a payment date is the lesser of the Excess 0/C Amount for such payment date and the Investor Principal 

Distribution Amount for such payment date (before taking into account the OiC Reduction Amount). 

The "payment date" in each month will be the 25th day of the month or, if that day is not a business day, the next business day. 

The "Pool Balance" for any payment date is the aggregate of the Principal Balances of the HELOCs at the end of the related Due Period, 

For each payment date the "Principal Collections" are amounts collected during the related Due Period on the HELOCs and allocated to 

principal in accordance with the terms of the related credit line agreement together with the principal portion of any Purchase Price, Transferor Deposit 

Amount or any Substitution Adjustment Amounts paid during the preceding Due Period, 

The "Specified 0/C Amount" is the amount set forth in the sale and servicing agreement. 

Interest 

Note Rate, Interest will accrue °lithe unpaid principal balance of the notes during the related Interest Period at the lesser of (i) a floating rate 

equal to LIBOR plus [ J% and (ii) the Maximum Rate. Interest will be calculated on the basis of the actual number of days in each Interest Period and a 

360-day year. The rate at which interest accrues on the notes is referred to as the "note rate". A failure to 'Ay interest on any notes on a payment date and 

that continues for five days constitutes an event of default under the indenhue. 

The "Maximum Rate" for any payment date is equal to the product of (i) the average of the mortgage loan rates, minus the servicing fee rate, the 

rate at which the indenture trustee's fees are calculated, the rate at which the premium on the Policy is calculated and 25 basis points, for each mortgage 

loan, weighted on the basis of the related Principal Balance of each HF,LOC on the first day of the related Due Period and converted to a rate based on 

actual days/360, multiplied by (ii) a fraction the numerator of which is the Invested Amount for the previous payment date and the denominator of which is 

the principal balance of the notes after taking into account all payments of principal on such previous payment date. 

The "Principal Balance" of a HELOC on any day is equal to the Cut-Off Date principal balance of the HELOC, plus (i) any additional balances 

transfened to the trust in respect of the HELOC, minus (ii) all collections credited against the principal balance of the HELOC in accordance with the 

related credit line agreement prior to that day, and minus (iii) all prior related Charge-Off Amounts. 

With respect to each LIBOR Determination Date, "LIBOR" is the rate for deposits in United States dollars for a period of one month which 

appears on Telerate Page 3750 as of 11:00 a.m., London time on that date. If the rate does not appear on Telerate Page 3750, the rate for the LIBOR 

Determination Date will be determined on the basis of the rates at which deposits in United States dollars are offered by the reference banks at 

approximately 11:00 a.m., London time, on that date to prime banks in the London interbank market for a period of one month. The indenture trustee will 

request the principal London office of each of the reference banks to provide a quotation of its rate. If at least two such quotations are provided, the rate 

for that LIBOR Determination Date will be the arithmetic mean of the quotations. If fewer than two quotations are provided as requested, the rate for that 

LIBOR Determination Date will be the arithmetic mean of the rates quoted by the reference banks, selected by the servicer, at approximately 11:00 a.m., 

New York City time, on that day for loans in United States dollars to leading European banks for a period of one month. 

A "determination date" is, with respect to any payment date, the third business day preceding such payment date. 

A "LIBOR Business Day" is any day other than (i) a Saturday or a Sunday and (ii) a. day on which banking institutions in the State of New York 

or in the city of London, England are required or authorized bylaw to be closed. 
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A "LIBOR Determination Date" is, with respect to any Interest Period, the second LIBOR Business Day preceding the first day of such period. 

The Policy 

The following information has been supplied by the Note Insurer for inclusion in this prospectus supplement. Capitalized terms used in this 

section "The Policy" not otherwise defined in this prospectus supplement shall have the following meanings: 

"Deficiency Amount" means, with respect to any payment date, the sum of (i) the excess, if any, of (a) the accrued interest on the notes, 

excluding any current interest shortfalls resulting from the application of the Servicemembers Civil Relief and LIBOR Carryover Interest 

Shortfalls for such payment date, at the note rate over (b) the amount available for interest distributions on the notes on such payment date, 

including, without limitation, from amounts on deposit in the distribution account and (ii) the Guaranteed Ptincipal Amount. 
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"F 	P ayment Date" means [ 	 ], 200[ ]. 

"Guaranteed Principal Amount" means (i) with respect to any payment date other than the Final Payment Date, the excess, if any, of 

(a) the note principal balance as of such payment date, after taking into account all amounts available from sources other than the Policy to reduce 

the note principal balance, over (b) the Invested Amount for such payment date or (ii) with respect to the Final Payment Date, the note principal 

balance as of the Final Payment Date, after giving effect to all other distributions of principal on the notes on the Final Payment Date. 

"Insured P ayment" means (i) as of any payment date, any Deficiency Amount and (ii) any Preference Amount. 

"Notice" means the telephonic or telegraphic notice, promptly confirmed in writing by facsimile substantially in the form of an exhibit 

to the Policy, the original of which is subsequently delivered by registered or certified mail, from the indenture trustee specifying the insured 

Payment which shall be due and owing on the applicable payment date. 

"Owner" means each noteholder who, on the applicable payment date, is entitled under the terms of the notes to payment thereunder. 

"Preference Amount" means any amount previously distributed to an Owner on the notes that is recoverable and sought to be recovered 

as a voidable preference by a trustee in bankruptcy pursuant to the United States Bankruptcy Code (11 U.S.C.), as amended from time to time in 

accordance with a final nonappealable order of a court having competent jurisdiction. 

The Note Insurer, in, consideration of the payment of a premium and subject to the terms of the Policy, thereby unconditionally and irrevocably 

guarantees to any Owner that an amount equal to the Insured Payment will be received from the Note Insurer by the indenture trustee or its successors, as 

indenture trustee for the noteholders, on behalf of the noteholders, for distribution by the paying agent, to each Owner of that Owner's proportionate share 

of the Insured Payment. 

The Note Insurer's obligations under the Policy, with respect to a particular Insured Payment, will be discharged to the extent funds equal to the 

applicable Insured Payment are received by the indenture trustee, whether or not those funds are properly applied by the indenture trustee. Insured 

Payments will be paid only at the time set forth in the Policy, and no accelerated Insured Payments will be paid regardless of any acceleration of the notes, 

unless the acceleration is at the sole option of the Note Insurer, 

Notwithstanding the foregoing paragraph, the Policy will not cover shortfalls, if any, attributable to the liability of the issuer or the trust fund or 

the indenture trustee for withholding taxes, if any, including interest and penalties M. respect of any liability for withholding taxes, current interest 

shortfalls resulting from the application of the Servicemembers Civil Relief or LIBOR Canyover Interest Shortfalls. 
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The Note Insurer will pay any Insured Payment that is a Preference Amount on the business day following receipt on a business day by the Note 

Insurer's fiscal agent of the following: 

• a certified copy of the order requiring the return of a preference payment; 

• an opinion of counsel satisfactory to the Note Insurer that the order is final arid not subject to appeal; 

• an assignment in a form that is reasonably satisfactory to the Note Insurer, irrevocably assigning to the Note Insurer all rights and claims of the 

noteholder relating to Or arising under the notes against the debtor which made the preference payment or otherwise with respect to the 

preference payment; and 

• appropriate instruments to effect the appointment of the Note Insurer as agent for the noteholder in any legal proceeding related to the 

preference payment, which instnuuents are in a form satisfactory to the Note Insurer; 

provided that if these documents are received after 12:00 p.m., New York time, on that business day, they will be deemed to be received on the following 

business day. Payments by the Note Insurer will be disbursed to the receiver or the trustee in bankruptcy named in the final order of the court exercising 

jurisdiction on behalf of the noteholder and not to any noteholder directly unless the noteholder has returned principal or interest paid on the notes to the 

receiver or trustee in bankruptcy, in which case that payment will be disbursed to the indenture trustee for distribution to the noteholder upon delivery of 

proof of such payment reasonably satisfactory to the Note Insurer. 

The Note Insurer will pay any other amount payable under the Policy no later than 12:00 p.m., New York time, Oil the later of the payment date 

on which the related Deficiency Amount is due or the second business day following receipt in New York, New York on a business day by Ii .S. Bank 

Frust National Association, as fiscal agent for the Note Insurer or any successor fiscal agent appointed by the Note Insurer, of a notice from the indenture 

trustee specifying the insured Payment which is due and owing on the applicable payment date, provided that if the notice is received after 12:00 p.m., 
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New York time, on that business day, it will be deemed to be received on the following business day. If any notice received by the Note Insurer's fiscal 

agent is not in proper form or is otherwise insufficient for the purpose of making a claim under the Policy, it will be deemed not to have been received by 

the Note Insurer's fiscal agent for the purposes of this paragraph, and the Note Insurer or the fiscal agent, as the case may be, will promptly so advise the 

indenture trustee and the indenture trustee may submit an amended notice. 

Insured Payments due under the Policy, unless otherwise stated in the Policy, will be disbursed by the Note Insurer's fiscal agent to the indenture 

trustee, on behalf of the noteholders, by wire transfer of immediately available funds in the amount of the Insured Payment less, in respect of Insured 

Payments related to Preference Amounts, any amount held by the indenture trustee for the payment of the insured Payment and legally available therefor. 

The fiscal agent is the agent of the Note Insurer only and the fiscal agent will in no event be liable to noteholders for any acts of the fiscal agent 

or any failure of the Note Insurer to deposit or cause to be deposited sufficient funds to make payments due under the Policy. 

Subject to the terms of the indenture, the Note Insurer will be subrogated to the rights of each noteholder to receive payments under the notes to 

the extent of any payment by the Note Insurer under the Policy. 

Capitalized terms used in the Policy and not otherwise defined in the Policy shall have the meanings set forth in the indenture as of the date of 

execution of the Policy, without giving effect to any subsequent amendment or modification to the indenture unless the amendment or modification has 

been approved in writing by the Note Insurer. 

The Policy is not cancelable. The premium on the Policy is not refundable for any reason including payment, or provision being made for 

payment, prior to the maturity of the notes. 

The Policy is being issued under and pursuant to, and will be construed under, the laws of the State of New York, without giving effect to the 

conflict of laws principles thereof. 
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THE INSURANCE PROVIDED BY THE POLICY IS NOT COVERED BY THE PROPERTY/CASUALTY INSURANCE SECURITY 

FUND SPECIFIED IN ARTICLE 76 OF THE NEW YORK INSURANCE LAW. 

No defenses, set- offs and counterclaims of any kind available to the Note Insurer so as to deny payment of any amount due in respect of the 

Policy will be valid. The Note Insurer will waive and agree not to assert any and all such defenses, set-offs and counterclaims so as to deny payment of 

any amount due in respect of the Policy, including, without limitation, any such lights acquired by subrogation, assignment or otherwise. 

Rapid Amortization Events 

A "Rapid Amortization Event" is any of the following events: 

(a) Net Interest Collections or Principal Collections for any payment date are not enough to make any payment of principal or interest in each 

case that is due on the notes, and such failure continues for a period of five business days; 

(b) the occurrence of certain events of insolvency with respect to the trust or the depositor; 

(c) the occurrence of a draw under the Policy which remains unreirnbursed for a period of 90 days; 

(d) the occurrence of an Event of Servicer Termination; 

(e) the trust becomes subject to regulation by the Commission as an investment company within the meaning of the Investment Company Act 

of 1940, as amended; and 

(f) for any calendar month, cumulative losses with respect to the HELOCs as a percentage of the aggregate Principal Balance of the HELOCs, 

as of the Cut-Off Date, exceeds the cumulative loss percentage specified in the table below: 

Cumulative Loss Percentage 

Months Cumulative Loss 
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25 36 
37- 48 
49 - 60 

OA 

If any event described in clause (a) or (d) occurs, a Rapid Amortization Event will occur only if, after the applicable grace period, 'either the 

indenture trustee, the Note Insurer, or the noteholders holding notes evidencing more than 51% of the aggregate principal amount of the notes, by written 

notice to the holder of the transferor interest, the depositor and the servicer (and to the indenture trustee, if given by the Note Insurer, or the noteholders) 

declare that a Rapid Amortization Event has occurred, If any event described in clauses (b), (c), (e) or (t) occurs, a Rapid Amortization Event will occur 

without any notice or other action on the part of the indenture trustee, the Note Insurer or the noteholders immediately on the occurrence of such event. 

Notwithstanding the foregoing, if a conservator, receiver or trustee-in-bankruptcy is appointed for the servicer or depositor and no Rapid 

Amortization Event exists other than the conservatorship, receivership or insolvency of the depositor, the conservator, receiver or trustee- in- banlauptcy 

may have the power to prevent the commencement of a Rapid Amortization Event. 
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Termination of Trust 

The trust will terminate on the payment date following the later of (a) payment in full of all amounts owing to the Note Insurer, unless the Note 

Insurer shall otherwise consent, and (b) the earliest of (i) the payment date occurring in [ 1 20[ ], (ii) the final payment or other liquidation of the last 

HELOC in the trust and (iii) the servicer's exercise of its right to purchase the HELOCs as described below under "Optional Termination". 

Optional Termination 

The HELOCs will be subject to optional repurchase by the servicer on any payment date on or after the date on which the outstanding principal 

balance of the notes (after principal payments on such payment date ) is reduced to an amount less than or equal to 10% of the outstanding principal 

balance of the notes on the Closing Date. The optional repurchase price will be equal to the lesser of (i) the fair market value of the HELOCs and (ii) the 

unpaid principal balance of the HELOCs plus accrued and unpaid interest on such balance. The Servicer will only exercise this option if the optional 

purchase price is at least enough to pay the outstanding principal balance of the notes, accrued and unpaid interest on such balance, any LIBOR Interest 

Carryover Amounts that remain unpaid and all amounts due and owing to the Note Insurer. 

Reports to Securityholders 

The indenture trustee will prepare and will make available to the Note Insurer and each noteholder on each payment date, a statement setting forth 

for the notes, among other things: 

(i) The Note Principal Balance after all distributions on the previous payment date and on the related payment date, the Pool 

Balance at the beginning of the related Due Period, the original principal balance of the notes and the Pool Balance of the mortgage loans on the 

Cut-Off Date; 

(ii) The aggregate amount of Interest Collections and Principal Collections; 

(iii) The amount of Investor Interest Collections and the Investor Principal Distribution Amount; 

(iv) The note rate on the notes for such payment date; 

(v) The number of days in the related Interest Period; 

(vi) The aggregate amount of additional balances that were conveyed to the trust during the related Due Period; 

(vii) The aggregate Principal Balance and aggregate credit limit of HELOCs modified pursuant to the sale and servicing 

agreement, and the weighted average of the loan rates and the weighted average of the margins, in each case after giving effect to the 

modifications; 

The aggregate amount required to be paid by the seller in respect of repurchases and substitutions of HELOCs; 

(ix) 	The amount to be paid on the notes as interest for the related payment date and the amount to be paid on the notes as 

principal for the related payment date; 
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(x) The amount if any, of the outstanding LIBOR Carryover Interest Shortfall after giving effect to the payments on the related 

payment date; 

(xi) The amount of the draws under the Policy, if any, to be made on the related payment date, separately stating the amounts to 

be paid in respect of the Guaranteed Principal Payment Amount and the amount of interest due on the notes for such payment date; 

(Nii) 
	

The amount of any LIBOR Carryover Interest Shortfall paid on such payment date and remaining LIBOR Canyover 

Interest Shortfalls; 

S-45 

(xiii) The amount to be paid to the owner of the transferor interest in respect of the related payment date; 

(xiv) The weighted average of the loan rates and the weighted average of the maximum loan rates for all of the HELOCs, 

weighted on the basis of the Principal Balances of all of the HELOCs at the end of the related Due Period; 

(x) 	The weighted average of the margins for each HELOC, weighted on the basis of the Principal Balance of the HELOC at the 

end of the related Due Period; 

(xvi) 	The amount to be paid to the Note Insurer pursuant to the Insurance Agreement; 

The amount of the premium to be paid to the Note Insurer pursuant to the Insurance Agreement; 

(xviii) 	The Invested Amount (after all distributions on that payment date), the amount of overcollateralization (after all 

distributions on that payment date), the 0/C Reduction Amount, the Excess 0/C Amount and the Specified 0/C Amount for the payment date; 

The amount of Interest Collections to be paid as principal to the noteholders on such payment date; 

The number of HELOCs outstanding at the beginning and at the end of the related Due Period; 

The Pool Balance as of the end of the related Due Period; 

(xxii) 	The number and aggregate principal balances of HELOCs: (A) that are 30-59 days, 60-89 days and 90 or more days past 

due, (B) secured by mortgaged properties that have been the subject of foreclosure but have not yet been liquidated, as of the end of the preceding 

Due Period, (C) that are in foreclosure and (D) with related borrowers that are the subject of any bankruptcy or insolvency proceeding; 

(?ociii) 	The Net Recoveries received during the related Due Period; 

(xxiv) The cumulative Investor Charge-Off Amount and the Investor Charge-Off Amount incurred during the related Due 

Period; 

(xxv) The number and aggregate principal balance of HELOCs that have exercised their fixed rate conversion option; and 

(xxvi) Whether a Rapid Amortization Event has occurred and, if so, specifying the Rapid Amortization Events. 

In the case of the aggregate amount of Principal Collections received during the related Due Period, the amount paid on the notes as interest for 

the related payment date, the amount paid on the notes as principal for the related payment date and the Note Principal Balance after all distributions on the 

payment date, such amounts shall also be expressed as a dollar amount per security with a $1,000 denomination. 

THE SERVICING AGREEMENT 

The servicer shall establish and maintain on behalf of the trust a collection account for the benefit of the noteholders and the Note Insurer. The 

collection account will be an Eligible Account (as defined below). Subject to the investment provision described in the following paragraphs, within two 

business days of receipt by the servicer of amounts in respect of the HELOCs, excluding amounts representing annual fees, assessments, credit insurance 

charges, insurance proceeds to be applied to the restoration or repair of a mortgaged property or similar items, the servicer will deposit the amounts in the 

collection account. Amounts so deposited may be invested in Eligible Investments, as described in the sale and servicing agreement, maturing no later 

than two business days prior to the date on which the amount on deposit in the collection account is required to be deposited in the distribution account or 
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on the payment date if approved by the rating agencies. 
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Notwithstanding the timing of deposits to the collection account described above, the servicer will maintain possession of the collections on the 

HELOCs as part of its general funds until the business day prior to the related payment date. The servicer will be permitted to do this so long (i) as the 

rating of its short-term debt obligations are at least "A-1 " by S&P and "P-1" by 1Vloody's and (ii) no Event of Servicing T erminati on has occurred which 

has not been cured. During this period the servicer will record on a loan payment record all amounts received in respect of the mortgage loans during each 

due period. During any period that the servicer is permitted to maintain possession of the collections as described in this paragraph, the servicer will, not 

later than the third business day prior to each payment date, notify the owner trustee and the indenture trustee of the =omit of collections to be included 

in Interest Collections and Principal Collections for the related payment date. 

The indenture trustee will establish one or more distribution accounts into which amounts will be deposited from amounts withdrawn from the 

collection account for distribution to noteholders on a payment date. The distribution account will be an Eligible Account. Amounts on deposit in the 

distribution account will be invested in Eligible Investments maturing on or before the related payment date. 

An "Eligible Account" is an account that is maintained at an institution that is: 

(1) a depository institution (which may be the indenture trustee) organized under the laws of the United States or any one of the states thereof, 

including the District of Columbia (or any domestic branch of a foreign bank) which at all times (a) has a short-term unsecured debt rating of "P- 1" by 

Moody's, (b) has a short-term unsecured debt rating of "A-1" by Standard & Poor's and (c) has its accounts thily insured by the Federal Deposit Insurance 

Corporation or maintains trust accounts in a fiduciary capacity, or (2) any other institution that is acceptable to each rating agency. If so qualified, the 

indenture trustee or the servicer may be considered such an institution for the purpose of this definition. 

"Eligible Investments" are specified in the sale and servicing agreement and are limited to investments which meet the criteria of the rating 

agencies from time to time as being consistent with their then current ratings of the securities. 

Modifications to HELOCs 

Subject to applicable law, and subject to satisfaction of the conditions in the sale and servicing agreement, the servicer may change the terms of a 

HELOC at any time, including, among other things, increasing the credit limit of a HELOC or reducing the margin of a HELOC. 

Consent to Senior Liens 

The servicer, acting as agent for the trust, may permit the placement of a subsequent senior mortgage on any mortgaged property; provided, 

however, that, either (i) the resulting combined loan-to-value ratio is not greater than the combined loan-to-value ratio at the time the HELOC was 

originated, or (ii) certain other limitations relating to the aggregate number of affected HELOCs, increases in margins and combined loan-to-value ratios 

are complied with. 

The sale and servicing agreement limits the aggregate principal balance of mortgage loans with respect to which the servicer is permitted to 

consent to the placing of a senior lien. 

Hazard Insurance 

The sale and servicing agreement provides that the servicer will maintain hazard insurance on the mortgaged properties relating to the HELOCs. 

While the terms of the related Credit Line Agreements typically require borrowers to maintain hazard insurance, the servicer will not monitor the 

maintenance of hazard insurance. 

The sale and servicing agreement requires the servicer to maintain for any mortgaged property relating to a HE LOC acquired upon foreclosure of 

a HELOC, or by deed in lieu of foreclosure, hazard insurance with extended coverage in an amount equal to the lesser of (1) the maximum insurable value 

of the mortgaged property and (2) the outstanding balance of the HELOC plus the outstanding balance on any mortgage loan senior to the HELOC at the 

time of foreclosure or deed in lieu of foreclosure, plus accrued interest and the servicer's good faith estimate of the related liquidation expenses to be 

incurred in connection therewith. The sale and servicing agreement provides that the servicer may satisfy its obligation to cause hazard policies to be 

maintained by maintaining a blanket policy insuring against losses on the mortgaged properties. The servicer will initially satisfy these requirements by 

maintaining a blanket policy. As set forth above, all amounts collected by the servicer, net of any reimbursements to the seivicer, under any hazard policy, 

except for amounts to be applied to the restoration or repair of the mortgaged property, will ultimately be deposited in the collection account. 
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The standard form of fire and extended coverage policy typically covers physical damage to or destruction of the improvements on the property 

by fire, lightning, explosion, smoke, windstorm and hail, and the like, strike and civil commotion, subject to the conditions and exclusions specified in 

each policy. Although the policies relating to the HELOCs will be underwritten by different insurers and therefore will not contain identical terms and 

conditions, the basic terms of the policies are dictated by state laws and most of the policies typically do not cover any physical damage resulting from the 

following: war, revolution, governmental actions, floods and other water-related causes, earth movement, including earthquakes, landslides and mudflows, 

nuclear reactions, wet or dry rot, vermin, rodents, insects or domestic animals, theft and, in some cases vandalism. The foregoing list is merely indicative 

of kinds of uninsured risks and is not intended to be all-inclusive or an exact description of the insurance policies relating to the mortgaged properties. 

Realization Upon Defaulted Mortgage Loans 

The servicer will foreclose upon or otherwise comparably convert to ownership mortgaged properties securing the HELOCs that come into 

default when in accordance with applicable servicing procedures under the sale and servicing agreement, no satisfactory arrangements can be made for the 

collection of delinquent payments. In connection with foreclosure or other conversion, the service': will follow practices as it deems necessary or advisable 

and as are in keeping with its general servicing activities, provided the servicer will not be required to expend its own funds in connection with 

foreclosure or other conversion, correction of default on a related senior mortgage loan or restoration of any property unless, in its sole judgment, 

foreclosure, correction or restoration will increase net liquidation proceeds. The servicer will be reimbursed out of liquidation proceeds for advances of its 

own funds as liquidation expenses before any net liquidation proceeds are distributed to the securityholders. 

Evidence as to Compliance 

The sale and servicing agreement provides for delivery on or before March 15 of each year, beginning on [ ], 200[ ], to the indenture trustee and 

the Note Insurer of an annual statement signed by an officer of the servicer to the effect that the servicer has fulfilled its material obligations under the sale 

and servicing agreement throughout the preceding fiscal year, except as specifiedin such statement 

On or before March 15 of each year, beginning[ ], 200[ ], the servicer will furnish a report prepared by a firm of nationally recognized 

independent public accountants (who may also render other services to the seivicer) to the indenture trustee pursuant to the sale and servicing agreement. 

Events of Servicing Termination 

"Events of Servicing Termination" will consist of, among other events, the following: 

(i) any failure by the servicer to deposit in the collection account or distribution account any deposit required to be made under 

the sale and servicing agreement, which failure continues unremedied for two business days after the giving of written notice of such failure to the 

servicer by the indenture trustee, or to the servicer and the indenture trustee by the Note Insurer or the holders of 25% of the note principal 

balance; 

(ii) the failure by the servicer to make any required servicing advance, which failure continues unremedied for a period of 10 

days or any failure by the servicer duly to observe or perform in any material respect any other of its covenants or agreements in the sale and 

servicing agreement that materially and adversely affects the interest of the noteholders or the Note Insurer and continued unremedied for 30 days 

after the giving of written notice of such failure to the servicer by the indenture trustee, or to the servicer and the indenture trustee by the Note 

Insurer or the holders of 25% of the principal balance; 

(iii) certain events of insolvency, readjustment of debt, marshalling of assets and liabilities or similar proceedings relating to the 

servicer and certain actions by the servicer indicating insolvency, reorganization or inability to pay its obligations; 

(iv) the servicer is not rated at least investment grade by either S&P or Moody's; or 

(v) the occurrence of a draw under the Policy which remains unreimbursed for a period of 90 days. 
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Under the above circumstances, the indenture trustee with the consent of the Note Insurer or the Note Insurer or the noteholders representing not 

less than 51% of the note principal balance (with the consent of the Note Insurer, so long as no insurer default exists), may deliver written notice to the 

servicer terminating all the rights and obligations of the servicer under the sale and servicing agreement. 

Rights Upon an Event of Servicing Termination 

Upon the termination of the servicer all of the rights and obligations of the servicer under the sale and servicing agreement and in and to the 
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FIELOCs will be terminated and the indenture trustee will succeed to all the responsibilities, duties and liabilities of the servicer under the sale and 

servicing agreement (including, without limitation, acting as custodian for the mortgage loan files) and will be entitled to the compensation arrangements 

and reimbursements provided in the sale and servicing agreement. In the event that the indenture trustee is unwilling or unable to act as servicer, it may 

with the consent of the Note Insurer, and will, at the direction of the Note Insurer appoint, or petition a court of competent jurisdiction for the appointment 

of, an established housing and home finance institution, bank Or other mortgage loan or home equity loan servicer having a net worth of at least 

$50,000,000 and acceptable to the Note Insurer to act as successor to the servicer under the servicing agreement; provided such appointment, does not 

result in the qualification, reduction or withdrawal of the rating on the notes without regard to the Policy. Pending such appointment the indenture trustee 

will be obligated to act in such capacity and to appoint a successor servicer unless prohibited by law. Such successor will be entitled to receive the 

compensation and reimbursements provided in the sale and servicing agreement (or such other compensation as the trust and such successor may agree). A 

receiver or conservator for the servicer may be empowered to prevent the termination and replacement of the servicer where the only Event of Servicing 

Termination that has occurred is desciibed clause (iii) under "Events of Servicing Termination" 

Amendment 

The sale and servicing agreement may be amended from time to time by the servicer, the trust and the indenture trustee, with the consent of the 

Note Insurer, provided that the rating agencies confirm in writing that such amendment will not result in a downgrading or a withdrawal of the rating then 

assigned to the notes (without regard to the Policy). 

Matters Regarding the Servicer 

Neither the servicer nor any director, officer or employee of the servicer will be under any liability to the trust or the related noteholders for any 

action taken or for refraining from the taking of any action in good faith under the sale and servicing agreement or for errors in judgment; provided, 

however, that neither the servicer nor any director, officer or employee of the depositor, will be protected against any liability which would otherwise be 

imposed by reason of willful malfeasance, bad faith or gross negligence in the performance of duties or by reason of reckless disregard of its obligations 

and duties under the sale and servicing agreement. 
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THE INDENTURE 

The following summary describes all of the material terms of the indenture. 

Events of Default; Rights Upon Event of Default 

With respect to the notes, events of default under the indenture will consist of (each, an "event of default"): 

• a default for five days or more in the payment of any interest on any note; 

• a default in the payment of the unpaid principal balance of the notes on the maturity date for the notes; 

• a default in the observance or performance of any covenant or agreement of the trust made in the indenture or the sale and servicing agreement 

and the continuation of the default for a period of 30 days after notice of the default is given to the trust by the indenture trustee or to the trust 

and the indenture trustee by the holders of at least 51% in principal amount of the notes then outstanding; 

• any representation or warranty made by the trust in the indenture, the sale and servicing agreement or in any certificate delivered under the 

indenture having been incorrect in a material respect as of the time made, and the breach not having been cured within 30 days after notice of 

the breach is given to the trust by the indenture trustee or to the trust and the indenture trustee by the holders of at least 51% in principal 

amount of notes then outstanding; or 

• events of bankruptcy, insolvency, receivership or liquidation of the trust. 

The amount of principal required to be paid to noteholders under the indenture will usually be limited to amounts on deposit in the distribution 

account that are available to be paid as principal in accordance with the provisions of the sale and servicing agreement. described above under "Description 

of the Notes—Payments." Therefore, the failure to pay principal on the notes typically will not result in the occurrence of an event of default until the 

maturity date for the notes. If there is an event of default with respect to a note due to late payment or nonpayment of interest due on a note, additional 

interest will accrue on the unpaid interest at the interest rate on the note, to the extent lawful until the interest is paid. The additional interest on unpaid 

interest shall be due at the time the interest is paid. If there is an event of default due to late payment or nonpayment of principal on a note, interest will 

continue to accrue on the principal at the interest rate on the note mini the principal is paid. If an event of default should occur and be continuing with 

respect to the notes, the Note Insurer, the indenture trustee with the written consent of the Note Insurer or holders of a majority in principal amount of 

notes then outstanding with the written consent of the Note Insurer may declare the principal of the notes to be immediately due and payable. The 
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declaration may, under some circumstances, be rescinded by the holders of a majority in principal amount of the notes then outstanding. If the notes are 
due and payable following an event of default, the indenture trustee may institute proceedings to collect amounts due or foreclose on trust property or 
exercise remedies as a secured party. If an event of default occurs and is continuing with respect to the notes, the indenture trustee will be under no 
obligation to exercise any of the rights or powers under the indenture at the request or direction of any of the holders of the notes, if the indenture trustee 
reasonably believes it will not be adequately indemnified against the costs, expenses and liabilities which might be incurred by it in complying with the 
request. Subject to the provisions for indemnification and limitations contained in the indenture, the holders of a majority in principal amount of the 
outstanding notes will have the right to direct the time, method and place of conducting any proceeding or any remedy available to the indenture trustee, 
and the holders of a majority in principal amount of the notes then outstanding may, in some cases, waive any default with respect to the default, except a 
default in the payment of principal or interest or a default in respect of a covenant or provision of the indenture that cannot be modified without the waiver 
or consent of all the holders of the outstanding notes. 

No holder of a note will have the right to institute any proceeding with respect to the indenture, unless: 

• the holder previously has given the indenture trustee written notice of a continuing event of default; 

• the holders of not less than 25% in principal amount of the outstanding notes have made written request to the indenture trustee to institute the 
proceeding in its own name as indenture trustee; 

• the holder or holders have offered the indenture trustee reasonable indemnity; 

• the indenture trustee has for 60 days failed to institute the proceeding; and 

• no direction inconsistent with the written request has been given to the indenture trustee during the 60-day period by the holders of a majority 
in principal amount of the notes. 

In addition, the indenture trustee and the noteholders, by accepting the notes, will covenant that they will not at any time institute against the trust 
any bankruptcy, reorganization or other proceeding under any federal or state bankruptcy or similar law. 

With respect to the trust, neither the indenture trustee nor the owner trustee in its individual capacity, nor any owner of the transferor interest nor 
any of their respective owners, beneficiaries, agents, officers, directors, employees, affiliates, successors or assigns will, in the absence of an express 
agreement to the contrary, be personally liable for the payment of the principal of or interest on the notes or for the agreements of the trust contained in the 
indenture. 

Covenants 

The indenture will provide that the trust may not consolidate with or merge into any other entity, unless: 

• the entity formed by or surviving the consolidation or merger is organized under the laws of the United States, any state or the District of 
Columbia; 

• the entity expressly assumes the trust's obligation to make due and punctual payments upon the notes and the performance or observance of any 
agreement and covenant of the trust under the indenture; 

• no event of default shall have occurred and be continuing immediately after the merger or consolidation; 

• the trust has been advised that the ratings of the securities then in effect would not be reduced or withdrawn by any rating agency as a result of 
the merger or consolidation; and 

• the Note Insurer shall have consented to such action and the trust has received an opinion of counsel to the effect that the consolidation or 
merger would have no material adverse tax consequence to the trust or to any noteholder. 

The trust will not, among other things: 

• except as expressly permitted by the indenture, sell, transfer, exchange or otherwise dispose of any of the assets of the trust; 

• chain any credit on Or make any deduction from the principal and interest payable in respect of the notes, other than amounts withheld under 
the Code or applicable state law, or assert, any claim against any present or former holder of notes because of the payment of taxes levied or 
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assessed upon the bust; 

• dissolve or liquidate in whole or in part; 

• permit the validity or effectiveness of the indenture to be impaired or permit any person to be released from any covenants or obligations with 

respect to the notes under the indenture except as may be expressly permitted by the indenture; 

• permit any lien, charge excise, claim, security interest, mortgage or other encumbrance to be created on or extended to or otherwise arise upon 

or burden the assets of the trust or any part of the assets of the trust, or any interest in the assets of the trust or the proceeds of the assets of the 

trust; 

• engage in any activity other than as specified under "The Trust" in this prospectus supplement; or 

• incur, assume or guarantee any indebtedness other than indebtedness incurred under the notes and the indenture. 

S-51 
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Annual Compliance Statement 

The trust will be required to file annually with the indenture trustee a written statement as to the fulfillment of the trust's obligations under the 

indenture. 

Indenture Trustee's Annual Report 

The indenture trustee will be required to mail each year to all noteholders and the Note Insurer a report relating to any change in its eligibility 

and qualification to continue as indenture trustee under the indenture, any amounts advanced by it under the indenture, the amount, interest rate and 

maturity date of any indebtedness owing by the trust to the indenture trustee in its individual capacity, any change in the property and funds physically 

held by the indenture trustee in its capacity as indenture trustee and any action taken by - it that materially affects the notes and that has not been previously 

reported, but if none of those changes have occurred, then no report shall be required. 

Satisfaction and Discharge of Indenture 

The indenture will be discharged with respect to the collateral securing the notes upon the delivery to the indenture trustee for cancellation of all 

the notes or, with limitations, upon deposit with the indenture trustee of funds sufficient for the payment in full of all the notes. 

Modification of Indenture 

With the consent of the Note Insurer, the rating agencies and the holders of a majority of the outstanding notes, the trust and the indenture trustee 

may execute a supplemental indenture to add provisions to, change in any manner or eliminate any provisions of, the indenture, or modify, except as 

provided below, in any manner the rights of the noteholders. Without the consent of the holder of each outstanding note affected, however, no 

supplemental indenture will, among other things: 

• change the due date of any installment of principal of or interest on any note or reduce the principal amount of any note, the interest rate 

specified on any note or the redemption price with respect to any note or change any place of payment where or the coin or currency in which 

any note or any interest on any note is payable; 

• impair the right to institute suit for the enforcement of provisions of the indenture regarding payment; 

• modify or alter the provisions of the indenture regarding the voting of notes held by the trust, the seller or an affiliate of any of them; 

• decrease the percentage of the aggregate principal amount of notes required to amend the sections of the indenture which specify the applicable 

percentage of aggregate principal amount of the notes necessary to amend the indenture or other related agreements; or 

• permit the creation of any lien ranking prior to or on a parity with the lien of the indenture with respect to any of the collateral for the notes or, 

except as otherwise permitted or contemplated in the indenture, terminate the lien of the indenture on any collateral for the notes or deprive the 

holder of any note of the security afforded by the lien of the indenture. 

The trust and the indenture trustee may also enter into supplemental indentures with the consent of the Note Insurer, without obtaining the 

RFJN_EX 18_00000282 

0319 



consent of the noteholders, for the purpose of, among other things, adding any provisions to or changing in any manner or eliminating any of the 

provisions of the indenture or of modifying in any manner the rights of the noteholders; provided that the action will not materially and adversely affect the 

interest of any noteholder. Any such proposed amendment will be deemed to not adversely affect in any material respect the interests of the noteholders if 

an opinion of counsel is received to that effect or if the rating agencies confirm in writing that such amendment would not result in a reduction of the 

ratings then assigned to the notes. In addition, no such supplemental indenture will conflict with the provisions listed above requiring the consent of each 

noteholder or, without the consent of a majority of noteholders, permit the trust to: 

8-52 

• modify the definition of "Eligible Investments" (except as provided in the indenture to expand the types of Eligible Investments specifiedin 

that definition); 

• enter into a derivative contract for the benefit of the noteholders; or 

• increase the transferor's discretion in the selection of accounts to be transferred to the transferor, or the frequency of such transfer, under the 

sale and servicing agreement, 

However, the preceding sentence will not prevent the adoption without noteholder consent of any supplemental indenture that otherwise would 

require the consent of a majority of noteholders if such supplemental indenture does not materially and adversely affect the interest of any noteholder and if 

the adoption of that supplemental indenture is necessary to correct manifest errors in the transaction documents, conform the transaction documents to any 

inconsistencies with the prospectus supplement, comply with rating agency requirements or conform to then-current financial accounting standards, as 

described in the indenture. Any such proposed amendment will be deemed to not adversely affect in any material respect the interests of the noteholders if 

an opinion of counsel is received to that effect or if the rating agencies confinn in writing that such amendment would not result in a reduction of the 

ratings then assigned to the notes. 

Voting Rights 

At all times, the voting rights of noteholders under the indenture will be allocated among the notes pro rata in accordance with their outstanding 

principal balances. Pursuant to the indenture, unless an insurer default exists, the Note Insurer will be deemed to be the holder of 100% of the outstanding 

notes for all purposes, other than with respect to payment on the notes, and will be entitled to exercise all of the rights of the holders thereunder. 

Mattel's Regarding the Indenture Trustee, the Depositor and the Seller 

Subject to limitations set forth in the indenture, the indenture trustee and any director, officer, employee or agent of the indenture trustee shall be 

indemnified by the trust and held harmless against any loss, liability or expense incurred in connection with investigating, preparing Co defend or 

defending any legal action, commenced or threatened, relating to the indenture other than any loss, liability or expense incurred by reason of willful 

malfeasance, bad faith or gross negligence in the performance of its duties under the indenture or by reason of reckless disregard of its obligations and 

duties under the indenture. All persons into which the indenture trustee may be merged or with which it may be consolidated or any person resulting from 

the merger or consolidation shall be the successor of the indenture trustee under each indenture. 

THE TRUST AGREEMENT 

The following summary describes all of the material terms of the trust agreement. 

Amendment 

The trust agreement may be amended by the seller, the depositor and the owner trustee with the consent of the Note Insurer, but without consent 

of the noteholders, to cure any ambiguity, to correct or supplement any provision or for the purpose of adding any provisions to or changing in any maimer 

or eliminating any of the provisions of the trust agreement or of modifying in any manner the rights of the noteholders; provided, however, that the action 

will not, as evidenced by an opinion of counsel, adversely affect in any material respect the interests of any noteholders or the Note Insurer. Any such 

proposed amendment will be deemed to not adversely affect in any material respect the interests of the noteholders or the Note Insurer if the rating 

agencies confirm in writing that such amendments will not result in a reduction of the ratings then assigned to the notes, without giving effect to the 

Policy. The mist agreement may also be amended by the seller, the depositor and the owner trustee with the consent of the holders of notes evidencing at 

least a majority in principal amount of then outstanding notes and the owner of transferor interest for the purpose of adding any provisions to or changing 

in any manner or eliminating any of the provisions of the trust agreement or modifying in any manner the rights of the holders; provided, however, that no 

such amendment will be effective unless the Note Insurer consents to such action or such action will not adversely affect in any material respect the 

interests of any noteholders or the Note Insurer, as evidenced by an opinion of counsel or an affirmation of the ratings of the notes, without giving effect to 

the Policy. 
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Matters Regarding the Owner Trustee, the Depositor and the Seller 

Neither the owner trustee nor any director, officer or employee of the depositor, the seller or the owner trustee will be under any liability to the 

trust or the related securityholders for any action taken or for refraining from the taking of any action in good faith under the trust agreement or for errors 

in judgment; provided, however, that the owner trustee and any director, officer or employee of the depositor, the seller or the owner trustee will not be 

protected against any liability which would otherwise be imposed by reason of willful malfeasance, bad faith or gross negligence ill the performance of 

duties or by reason of reckless disregard of obligations and duties under the trust agreement. Subject to limitations set forth in the trust agreement, the 

owner trustee and any director, officer, employee or agent of the owner trustee shall be indemnified by the seller and held harmless against any loss, 

liability or expense incurred in connection with investigating, preparing to defend or defending any legal action, commenced or threatened, relating to the 

trust agreement other than any loss, liability or expense incurred by reason of willful malfeasance, bad faith or gross negligence in the performance of its 

duties under the trust agreement or by reason of reckless disregard of its obligations and duties under the trust agreement. All persons into which the owner 

trustee may be merged or with which it may be consolidated or any person resulting from the merger or consolidation shall be the successor of the owner 

trustee under the trust agreement. 

ADMINISTRATION AGREEMENT 

The Bank of New York, in its capacity as administrator, will enter into the administration agreement with the trust and the owner trustee in which 

the administrator will agree, to the extent provided in the administration agreement, to provide notices and perform other administrative obligations 

required by the indenture and the trust agreement. 

THE INDENTURE TRUSTEE 

The Bank of New York is the indenture trustee under the indenture. The mailing address of the indenture trustee is 101 Barclay Street, 8W, New 

York, New York 10286, Attention: Corporate Trust Mortgage-Backed Securities Group, First Horizon ABS Trust 200[]-[). 

THE OWNER TRUSTEE 

Wilmington Trust Company is the owner trustee under the trust agreement. The mailing address of the owner trustee is Rodney Square North, 

1100 North Market Street, Wilmington, Delaware 19890-0001, Attention: Corporate Trust Administration. 

USE OF PROCEEDS 

The net proceeds from the sale of the securities will be applied by the depositor on the closing date towards the purchase price of the HELOCs, 

the payment of expenses related to the sale and the purchase of the HELOCs and other corporate purposes. 

FEDERAL INCOME TAX CONSEQUENCES 

In the opinion of McKee Nelson LLP, special tax counsel to the trust, assuming compliance with the Trust Agreement, the Indenture, and the 

Sale and Servicing Agreement by the parties to those agreements, for federal income tax purposes, the trust will not be classified as an association taxable 

as a corporation, a publicly traded partnership taxable as a corporation, or as a taxable mortgage pool and the notes will be treated as debt instruments. 

Each beneficial owner of an interest in notes will agree to treat the notes as debt instruments for federal income tax purposes. Alternative characterizations 

of the trust and the notes are, however, possible, and we encourage prospective investors to consult their tax advisors concerning the tax consequences to 

them of an investment in notes. 

S -54 

For a discussion of the tax treatment of interest, original issue discount, market discount, and bond premimu on the notes, see "Material Federal 

Income Tax Consequences - Taxation of Debt Securities" in the prospectus. 

If the note rate for any payment date is limited to the Maximum Rate, a beneficial owner of notes will become entitled to receive LIBOR 

Carryover Interest Shortfalls on subsequent payment dates to the extent funds are available on such subsequent payment dates for payment of such 

amounts. In effect, interest that accmes on the notes in excess of the Maximum Rate will be deferred, and, as a result, some or all of the interest accrued on 

the notes may not be treated as "qualified stated interest" as that term is defined in the prospectus under "Material Federal Income Tax Consequences - 

Taxation of Debt Securities - Interest and Acquisition Discount." If stated interest payments do not represent qualified stated interest, they will be taxed as 

original issue discount. Nevertheless, for federal income tax reporting purposes, stated interest on the notes will be treated as qualified stated interest. 

It is expected that, assuming stated interest on the notes is qualified stated interest, based on anticipated offering prices for the notes, the notes 

will not be issued with original issue discount. 
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Solely for purposes of accruing original issue discount and market discount, if any, and for purposes of amortizing any bond premium, the Sale 

and Servicing Agreement will set forth a prepayment assumption and an assumed rate at which additional balances will be drawn. 

For additional information regarding federal income tax consequences, see "Federal Income Tax Consequences" in the prospectus. 

STATE TAX CONSEQUENCES 

In addition to the federal income tax consequences described above in "Federal Income Tax Consequences," potential investors should consider 

the state income tax consequences of the acquisition, ownership, and disposition of the notes. State income tax law may differ substantially from the 

corresponding federal tax law, and this discussion does not purport to describe any aspect of the income tax laws of any state. Therefore, we suggest that 

potential investors consult their own tax advisors with respect to the various tax consequences of investments in the securities, 

ERISA CONSIDERATIONS 

Section -406 of the Employee Retirement Income Security Act of 1974, as amended ("ERISA") and Section 4975 of the Internal Revenue Code of 

1986 (the "Code") prohibit a pension, profit sharing or other employee benefit plan or other retirement arrangement, including an individual retirement 

account or a Keogh plan, that is subject to Title I of ERISA or to Section 4975 of the Code (each a "Plan") from engaging in transactions involving -plan 

assets" with persons that are "parties in interest" under E R.ISA or "disqualified persons" under the Code with respect to the Plan. Some governmental 

plans, although not subject to ER1SA or Section 4975 of the Code, axe subject to federal, state or local laws which may be substantially similar ("Similar 

Law") (those plans, together with Plans, referred to as "Benefit Plans"). A violation of these "prohibited transaction" rules may generate excise tax and 

other liabilities under ERISA and the Code or under Similar Law for those persons. 

ERISA also imposes duties on persons who are fiduciaries of Plans, including the requirements of investment prudence and diversification, and 

the requirement that the Plan's investments be made in accordance with the documents governing the Plan. Under ERISA, any person who exercises any 

authority or control with respect to the management or disposition of the assets of a Plan is considered to be a fiduciary of the Plan. 

Subject to the considerations discussed in "ERISA Considerations" in the prospectus, the notes may be purchased by a Benefit Plan. A fiduciary 

of a Benefit Plan must determine that the purchase of a note is consistent with its fiduciary duties under ERISA, does not result in a nonexempt prohibited 

transaction as defined in Section 406 of ERISA or Section 4975 of the Code - or violate any Similar Law. Each purchaser of a note will be deemed to 

represent that either (i) it is not acquiring the notes with the assets of a Benefit Plan or (ii) its purchase and holding of the note will not cause a non-

exempt prohibited transaction under Section 406 of ERISA or Section 4975 of the Code which is not eligible for exemptive relief under Prohibited 

Transaction Class Exemption ("PTCE") 84-14, PTCE 90-1, PTCE 91-38, PTCE 95-60, PTCE 96-23 or a similar prohibited transaction exemption and 

does not cause a non-exempt violation of any Similar Law, A PTCE wider ER1SA may not apply to all prohibited transactions that could arise in 

connection with a Plan's investment in the notes and Plans should be aware that ownership of the Mist may change as a result of a transfer of the 

transferor interest. 
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In addition, the fiduciary of any Plan for which the underwriter, the seller, any trustee, any provider of services to the trust or any of their affiliates 

(a) has investment or administrative discretion with respect to Plan assets; (b) has authority or responsibility to give, or regularly gives, investment advice 

with respect to Plan assets for a fee and under an agreement or understanding that the advice (i) will serve as a primary basis for investment decisions with 

respect to the Plan assets and (ii) will be based on the particular investment needs for the Plan; or (c) is an employer maintaining or contributing to the 

Plan should consult: with its counsel concerning whether an investment in the notes may constitute Or give rise to a prohibited transaction under BRISA 

before investing in a note. 

Any person that proposes to acquire a note on behalf of or with plan assets of any Benefit Plan should consult with counsel concerning the 

application of the fiduciary responsibility and the prohibited transaction provisions of ER1SA and Section 4975 of the Code and the provisions of Similar 

Laws on the proposed investment. 

LEGAL INVESTMENT CONSIDERATIONS 

The notes will not constitute "mortgage related securities" for purposes of SMMEA. Accordingly, many institutions with legal authority to 

invest in mortgage related securities may not be legally authorized to invest in the notes. No representation is made herein as to whether the notes 

constitute legal investments for any entity under any applicable statute, law, rule, regulation or order. Prospective purchasers are urged to consult with 

their counsel concerning the status of the notes as legal investments for such purchasers prior to investing in notes. 

UNDERWRITING 

Subject to the terms and conditions set forth in the Underwriting Agreement, the depositor has agreed to sell the notes to [Undemiter], and the 

underwriter has agreed to purchase all of the notes if any of the notes are purchased thereby. 
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It is expected that delivery of the notes will be made only in book-entry form through the Same Day Funds Settlement System of DTC on or 

about[ ], 200[ ], against payment therefor in immediately available funds. 

The depositor has been advised that the underwriter proposes initially to offer the notes to the public at the offering price set forth on the cover 

page of this prospectus supplement After the initial public offering, such public offering price may change. 

Until the distribution of the notes is completed, the rules of the Securities and Exchange Commission may limit the ability of the underwriter to 

bid for and purchase the notes. As an exception to these rules, the underwriter is permitted to engage in certain transactions that stabilize the prices of the 

notes. Such transactions consist of bids or purchase for the purpose of pegging, fixing or maintaining the price of such notes. 

In general, purchases of a security for the purpose of stabilization or to reduce a short position could cause the puce of the security to be higher 

than it might be in the absence of such purchases. 

Neither the depositor nor the underwriter makes any representation or prediction as to the direction or magnitude of any effect that the 

transactions described above may have on the prices of the notes. In addition, neither the depositor nor the underwriter makes any representation that the 

underwriter will engage in such transactions or that such transactions will not be discontinued without notice. 

After the initial distribution of the notes offered hereby, FTN Financial Securities Corp. (an affiliate of the depositor, the seller and the servicer) 

intends to make a secondary market in the notes offered hereby, but has no obligation to do so. There can be no assurance that a secondary market for the 

notes will develop or, if it does develop, that it will continue or that it will provide noteholders with a sufficient level of liquidity of investment The notes 

will not be listed on any securities exchange. 

S-55 

This prospectus supplement and the accompanying prospectus may be used by FTN Financial Securities Corp. in connection with offers and 

sales of the notes in market-making transactions at negotiated prices related to prevailing market prices at the time of sales. FTN Financial Securities 

Corp. may act as principal or agent in such transactions. FTN Financial Securities Corp. has no obligation to make a market in the notes and may 

discontinue any market-making activities at any time without notice, in its sole discretion. 

The depositor and the servicer have agreed to indemnify the underwriter against, or make conttibutions to the underwriter with respect to, 

liabilities customarily indemnified against, including liabilities under the Securities Act of 1933,   as amended. 

Proceeds to the depositor are expected to be $[ ] from the sale of the notes, before deducting expenses payable by the depositor estimated to be $[ 

I. 

EXPERTS 

The consolidated balance sheets of [ ], and subsidiaries and [Note Insurer] and subsidiaries as of December 31, 200[ ] and December 31, 2001 

]and the related consolidated statements of income, changes in shareholder's equity, and cash flows for each of the three years in the period ended 

December 31, 200[ 1, incorporated by reference in this prospectus supplement, have been incorporated herein in reliance on the report of[ ], an 

independent registered public accounting firm, given on the authority of that firm as experts in accounting and auditing. 

LEGAL MATTERS 

Certain legal matters with respect to the securities will be passed upon for the depositor by McKee Nelson, LLP, New York, New York and for 

the underwriter by [ ]. McKee Nelson, LLP, New York, New York will pass upon certain legal matters on behalf of the seller. 

RATING 

It is is condition to issuance that each class of the notes be rated not lower than "AAA" by S&P and "Aaa" by Moody's. A securities rating 

addresses the likelihood of the receipt by noteholders of payments on the HELOCs. The rating takes into consideration the structural, legal and tax aspects 

associated with the notes. The ratings on the securities do not, however, constitute statements regarding the possibility that noteholders might realize a 

lower than anticipated yield. The ratings assigned to the Notes do not address the likelihood of the receipt by noteholders of any payment in respect of 

LIBOR Carryover Interest Shortfalls. The ratings assigned to the notes will depend primarily upon the creditworthiness of the Note Insurer. Any reduction 

in a rating assigned to the financial strength of the Note Insurer below the ratings initially assigned to the notes may result in a reduction of one or more of 

the ratings assigned to the notes. A securities rating is not a recommendation to buy, sell or hold securities and may be subject to revision or withdrawal at 

any time by the assigning rating organization. Each securities rating should be evaluated independently of similar ratings on different securities. 
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ANNEX I 

GLOBAL CLEARANCE, SETTLEMENT AND TAX DOCUMENTATION PROCEDURES 

Except in certain limited circumstances, the globally offered First Horizon ABS Notes, Series 200[]4 I (the "Global Securities") will be 

available only in book-entry form. Investors in the Global Securities may hold these Global Securities through any of DTC, Clearstrearn or Euroclear. The 

Global Securities will be tradeable as home market instruments in both the European and U.S. domestic markets. Initial settlement and all secondary 

trades will settle in same-day funds. 

Secondary market trading between investors holding Global Securities through Clearstream and Euroclear will be conducted in the ordinary way 

in accordance with their normal rules and operating procedures and in accordance with conventional eurobond practice. 

Secondary market trading between investors holding Global Securities through DTC will be conducted according to the rules and procedures 

applicable to U.S corporate debt obligations. 

Secondary cross-market trading between investors holding Global Securities through Clearstream or Euroclear and investors holding Global 

Securities through DTC participants will be effected on a delivery-against-payment basis through the respective depositaries of Clearstream and Euroclear, 

in those capacities, and other DTC participants. 

Although DTC, Clearstream and Euroclear are expected to follow the procedures described below to facilitate transfers of interests in the Global 

Securities among participants of DTC, Clearstrearn and Euroclear, they are under no obligation to perform or continue to perform those procedures, and 

those procedures may be discontinued at any time. None of the issuer, the indenture trustee, the depositor or the servicer will have any responsibility for 

the pertbrmance by DTC, Clearsh-eam and Euroclear or their respective participants or indirect participants of their respective obligations under the rules 

and procedures governing their obligations. 

Non-U.S. holders, as described below, of Global Securities will be subject to U.S. withholding taxes unless the holders meet certain requirements 

and deliver appropriate U.S. tax documents to the securities clearing organizations Or their participants. 

Initial Settlement 

All Global Securities will be held in book-entry form by DTC in the name of Cede & Co. ("Cede") as nominee of DTC. Investors' interests in 

the Global Securities will be represented through financial institutions acting on their behalf as direct and indirect participants in DTC. As a result, 

Clearstream and Euroclear will hold positions on behalf of their participants through their respective depositaries, which in turn will hold the positions in 

accounts as DTC participants. 

Investors electing to hold their Global Securities through DTC participants, rather than through Clearstream Or Euroclear accounts, will be 
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subject to the settlement practices applicable to prior similar, issues, Investors' securities custody accounts will be credited with their holdings against 

payment in same-day funds on the settlement date. 

Investors electing to hold their Global Securities through Clearstream or Euroclear accounts will follow the settlement procedures applicable to 

conventional eurobonds, except that there will be no temporary global security and no lock-up" or restricted period. Global Securities will be credited to 

the securities custody accounts on the settlement date against payment in same-day funds. 

Secondary Market Trading 

Since the purchaser determines the place of delivery, it is important to establish at the time of the trade where both the purchaser's and seller's 

accounts are located to ensure that settlement can be made on the desired value date. 

I-1 

Transfers between DTC Participants. 

Secondary market trading between DIG participants will be settled using the DTC procedures applicable to similar pass-through note issues in 

same-day funds. 

Transfers between Clearstream and/or Euroclear Participants% 

Secondary market trading between Clearstream participants or Euroclear participants and/or investors holding Global Securities through them 

will be settled using the procedures applicable to conventional eurobonds in same-day funds. 

Transfers between DIG seller and Clearstream or Euroclear purchaser. 

When Global Securities are to be transferred on behalf of a seller from the account of a DTC participant to the account of a Clearstream 

participant or a Euroclear participant for a purchaser, the purchaser will send instructions to Clearstream or Euroclear through a Clearstream participant or 

Eumclear participant at least one business day prior to settlement. Clearstream or Euroclear operator will instruct its respective depositary to receive the 

Global Securities against payment. Payment will include interest accrued on the Global Securities from and including the last payment date to and 

excluding the settlement date. Payment will then be made by the respective depositary of the DTC participant's account against delivery of the Global 

Securities. After settlement has been completed, the Global Securities will be credited to the respective clearing system, and by the clearing system, in 

accordance with its usual procedures, to the Clearstream participant's or Euroclear participant's account. The securities credit will appear the next business 

day, European time, and the cash debt will be back-valued to, and the interest on the Global Securities will accrue from, the value date, which would be 

the preceding day when settlement occurred in New York. If settlement is not completed on the intended value date (i.e., the trade fails) the Clearstream or 

Euroclear cash debt will be valued instead as of the actual settlement date. 

Clearstream participants and Euroclear participants will need to make available to the respective clearing systems the funds necessary to process 

same-day funds settlement. The most direct means of doing so is to preposition funds for settlement from cash on hand. Under this approach, they may 

take on credit exposure to Clearstrearn or Euroclear operator until the Global Securities are credited to their accounts one day later. 

As an alternative, if Clearstream or Euroclear has extended a line of credit to them, Clearstream participants or Euroclear participants can elect 

not to preposition funds and allow that credit line to be drawn upon. Under this procedure, Clcarstream participants or Euroclear participants receiving 

Global Securities for purchasers would incur overdraft charges for one day, to the extent they cleared the overdraft when the Global Securities were 

credited to their accounts. However, interest on the Global Securities would accrue from the value date. Therefore, in many cases the investment income 

on the Global Securities earned during that one-day period would tend to offset the amount of these overdraft charges, although this result will depend on 

each Clearstrearn participant's or Euroclear participant's particular cost of funds. 

Since the settlement through DTC will take place during New York business hours, DTC participants are subject to DIG procedures for 

transferring Global Securities to the respective depositary of Clearstream or Euroclear for the benefit of Clearstream participants or Euroclear participants. 

The sale proceeds will be available to the DTC seller on the settlement date. Thus, to the seller settling the sale through a DTC participant a crass-market 

transaction will settle no differently than a sale to a purchaser settling through a DTC participant. 

intra- day traders that use Clearstream participants or Euroclear participants to purchase Global Securities from DTC participants or 

sellers settling through them for delivery to Clearstream participants or Euroclear participants should note that these trades will automatically fail on the 

sale side unless affirmative action is taken. At least three techniques should be readily available to eliminate this potential condition: 

(a) 	borrowing Global Securities through Clearstream or Euroclear for one day, until the purchase side of the intra-day trade is reflected 

in their Clearstream or Eurocicar accounts, in accordance with the clearing system's customary procedures; 

I-2 
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(11 	borrowing the Global Securities in the U.S. from a DTC participant no later than one day prior to settlement, which would give 

sufficient time for such Global Securities to be reflected in the relevant Clearstream or Euroclear accounts in order to settle the sale side of the trade; or 

(c) 	staggering the value dates for the buy and sell sides of the trade so that the value date for the purchase from the DTC participant is at 

least one day prior to the value date for the sale to the Clearstream participant or Euroclear participant, 

Transfer between Clearstream or Euroclear Seller and DTC Purchaser. 

Due to time zone differences in their favor, Clearstream participants and Euroclear participants may employ their customary procedures for 

transactions in which Global Securities are to be transferred by the respective clearing system, through the respective Depositary, to a DTC participant. 

The seller will send instructions to Clearstream or the Euroclear operator through a Clearstream participant or Euroclear participant at least one business 

day prior to settlement. In these cases Clearstream or Euroclear will instruct the respective depositary, as appropriate, to deliver the Global Securities to 

the DTC participant's account against payment. Payment will include interest accrued on the Global Securities from and including the last payment date to 

but excluding the settlement date. The payment will then be reflected in the account of the Clearstreani participant or Euroclear participant the following 

business day, and receipt of the cash proceeds in the Clearstream participant's or Euroclear participant's account would be back-valued to the value date, 

which would be the preceding day, when settlement occurred through DTC in New York. If settlement is not completed on the intended value date (i.e., 

the trade fails), receipt of the cash proceeds in the Clearstream participant's or Euroclear participant's account would instead be valued as of the actual 

settlement date. 

U.S. Federal Income Tax Documentation Requirements 

A beneficial owner of Global Securities holding securities through Clearstrearn or Euroclear, or through DTC if the holder has an address outside 

the U.S., will be subject to the 30% U.S. withholding tax that applies to payments of interest, including original issue discount, on registered debt issued 

by U.S. Persons, unless (i) each clearing system, bank or other financial institution that holds customers' securities in the ordinary course of its trade or 

business in the chain of intermediaries between the beneficial owner and the U.S. entity required to withhold tax complies with applicable certification 

requirements and (ii) the beneficial owner takes one of the following steps to obtain an exemption or reduced tax rate: 

Exemption for non-U.S. Persons (Form W-8BEN). 

Beneficial Noteholders of Global Securities that are non-U.S. Persons and are individuals or entities treated as corporations for U.S. federal tax 

purposes can obtain a complete exemption from the withholding tax by filing a signed Pomi W-8BEN (Certificate of Foreign Status of Beneficial Owner 

for United States Tax Withholding). More complex rules may apply to other entities. If the information shown on Form W-8BEN changes, a new W-

8BBN must be filed within 30 days of the change. 

Exemption for non-U.S. Persons with effectively connected income (Form W-8ECI). 

A non-U.S. Person, including a non-U.S. corporation or bank with a U.S. branch, for which the interest income is effectively connected with its 

conduct of a trade or business in the United States, can obtain an exemption from the withholding tax by filing Form W.-MCI (Certificate of Foreign 

Person's Claim for Exemption from Withholding on Income Effectively Connected with the Conduct of a Trade or Business in the United States). 

Exemption or reduced rate for non-U.S. Persons resident in treaty countries (Form W-8BEN). 

Non-US, Persons that are Noteholders residing in a country that has a tax treaty with the United States and are individuals or entities treated as 

corporations for U.S. federal tax purposes can obtain an exemption or reduced tax rate (depending on the treaty terms) by filing Form W-8BEN 

(Certificate of Foreign Status of Beneficial Owner for United States Tax Withholding). More complex rules may apply to other entities. 

1-3 

Exemption for US. Persons (Tom W-9). 

U.S. Persons can obtain a complete exemption from the withholding tax by filing Form W-9 (Payer's Request tbr Taxpayer Identification 

Number and Certification). 

U. S. Federal Income Tax Reporting Procedure. 

'The Noteholder of a Global Security or, in the case of a Form W-SECI filer, his agent, files by submitting the appropriate form to the person 

through whom it holds, the clearing agency, in the case of persons holding directly on the books of the clearing agency. Except for a more favorable rule 
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applicable to a Form W-8BEN that retains the U.S. taxpayer identification number of the Beneficial Owner, Form W-8BEN and Form W-8ECI are 

effective until the end of the third succeeding calendar year from the date the form is signed. However, if information shown on the form changes, a new 

Foam W-8BEN must be filed within 30 days of the change. 

The term "U.S. Person" means 

• a citizen or resident of the United States, 

• an entity treated as a corporation or partnership organized in or under the laws of the United States, any state of the United States or the District 

of Columbia, other than an entity treated as a partnership that is not treated as a United States person under any applicable Treasury 

Department regulations, 

• an estate the income of which is includible in gross income for United States tax purposes, regardless of its source, 

• a trust if a court within the United States is able to exercise primary supervision over the administration of the trust and one or more United 

States persons have authority to control all substantial decisions of the trust, and 

• some trusts treated as United States persons before August 20, 1996 that elect to continue to be so treated to the extent provided in regulations. 

This summary does not deal with all aspects oftl.S. Federal income tax withholding that may be relevant to foreign holders of the Global 

Securities. We suggest that investors consult their OW11 tax advisors for specific tax advice concerning their holding and disposing of the Global Securities. 

• For complete information about the notes read both this prospectus supplement and the prospectus. This prospectus supplement must be 

accompanied by the prospectus if it is being used to offer and sell the notes. 

The Notes 

• the notes are issued by a trust, whose assets consist primarily of a pool of adjustable rate home equity line of credit loans and property relating 

to those loans 

• the notes are secured by assets of the trust 

• the notes currently have no trading market 

• the notes are obligations of the trust only and are not obligations of any other person 

Credit Enhancement 

• will be provided in the form of excess interest, overcollateralization and a financial guaranty insurance policy issued by [Note Insurer] 
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First Horizon ABS Trust 200[ 	] 
(Issuer) 

S I 
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First Horizon ABS Notes, Series 200[ 	] 
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PROSPECTUS SUPPLEMENT 

[UNDERWRITER] 

Dealers will deliver a prospectus supplement and prospectus when acting as underwriters of the notes and with respect to their unsold 

allotments or subscriptions In addition, all dealers selling the notes will be required to deliver a prospectus supplement and prospectus until [ b 

20011. 

[ 	],200[ 

PROSPECTUS 

First Horizon Asset Securities Inc. 
Depositor 

Mortgage and Asset Backed Securities 
(Issnable in Series) 

The Trusts 

You should carefully consider the risk 
factors beginning on page 6 of this 

	Each trust will be established to hold assets in it trust fund transferred to it by First Horizon Asset 

prospectus. 	 Secutities Inc. The assets in each trust find will be specified in the prospectus supplement for the particular 

trust and will generally consist of 

• first lien mortgage loans secured by one- to four-family residential properties or participations in that type of loan, or 

• mortgage pass-through securities issued or guaranteed by Ginnie Mae, Fannie Mae, or Freddie Mac, or 

• private mortgage-backed securities backed by first lien mortgage loans secured by one- to four-family residential properties or participations in 

that type of loan, or 

• closed-end and/or revolving home equity loans, secured in whole or in part by first and/or subordinate liens on one- to four-family residential 

properties or participations in that type of loan, or 

• home improvement installment sale contracts and installment loan agreements that aye secured by first or subordinate liens on one- to four-family 

residential properties or participations in those types of contracts. 

The Securities 

The securities of a series will consist of certificates which evidence beneficial ownership of a trust established by the depositor, and/or notes secured by 

the assets of a trust fund. The depositor or a trust established by the depositor will sell the securities pursuant to a prospectus supplement. The securities 

will be grouped into one or more senes, each having its own distinct designation. Each series of securities will be issued in one or more classes and each 

class will evidence the right to receive a specified portion of future payments on the assets in the trust fund that the series relates to. A prospectus 
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supplement for a series will specify all of the terms of the series and of each of the classes in the series. 

Offers of Securities 

The securities may be offered to the public through several different methods, including offerings through underwriters. 

The SEC and state securities regulators have not approved or ehsapproved of these securities or determined if this prospectus is truthful or complete. 

Any representation to tlw contrary is a criminal offense. 

May 23, 2005 

IMPORTANT NOTICE ABOUT INFORMATION IN THIS PROSPECTUS AND EACH ACCOMPANYING PROSPECTUS SUPPLEMENT 

Information about each series of securities is contained in two separate documents: 

• this prospectus, which provides general information, some of which may not apply to a particular series; and 

• the accompanying prospectus supplement for a particular series, which describes the specific terms of the securities of that series. 

The prospectus supplement will contain information about a particular series that supplements the information contained in this prospectus, and you should 

rely on that supplementary information in the prospectus supplement. 

You should rely only on the information in this prospectus and the accompanying prospectus supplement We have not authorized anyone to 

provide you with information that is different from that contained in this prospectus and the accompanying prospectus supplement. 

If you require additional information, the mailing address of our principal executive offices is First Horizon Asset Securities Inc., 4000 Horizon 

Way, Irving, Texas 75063 and the telephone number is (214) 441-4000. For other means of acquiring additional information about us or a series of 

securities, see "Incorporation of Certain Documents by Reference" beginning on page 25. 
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RISK FACTORS 

You should carefully consider the following information since it identifies known material sources of risk associated with an investment in the 

securities. 

Limited Source of Payments Y4 No Recourse To Sellers, 

Depositor or Servicer The applicable prospectus supplement may provide that securities will be payable from 

other Mist fimds in addition to their associated Mist fund, but if it does not ;  they will be 

payable solely from their associated trust fund. If the trust fund does not have sufficient 

assets to distribute the full amount due to you as a securityholder, your yield will be 

impaired, and perhaps even the return of your principal may be impaired, without your 

having recourse to anyone else. 

Furthermore, at the limes specified in the applicable prospectus supplement, some 

assets of the trust fund may be released and paid out to other people, such as the 

depositor, a servicer, a credit enhancement provider, or any other person entitled to 
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payments from the trust fund. Those assets will no longer be available to make 
payments to you. Those payments are generally made after other specified payments 
that may be set forth in the applicable prospectus supplement have been made. 

You will not have any recourse against the depositor or any servicer if you do not 
receive a required distribution on the securities. Nor will you have recourse against the 
assets of the trust fund of any other series of securities. 

The sectirities will not represent an interest in the depositor, any servicer, any seller to 
the depositor, or anyone else except the trust fund. The only obligation of the depositor 
to a trust fund comes from certain representations and warranties made by it about 
assets transferred to the trust fund. If these representations and warranties turn out to be 
untrue, the depositor may be required to repurchase some of the transferred assets. First 
Horizon Asset Securities Inc., which is the depositor, does not have significant assets 
and is unlikely to have significant assets in the future. So if the depositor were required 
to repurchase a loan because of a breach of a representation, its only sources of funds 
for the repurchase would be: 

• funds obtained from enforcing a corresponding obligation of a seller or originator of the 
loan, or 

• funds from a reserve fund or similar credit enhancement established to pay for loan 
repurchases. 

The only obligations of the master servicer to a trust fund (other than its master 
servicing obligations) come from certain representations and warranties made by it in 
connection with its loan servicing activities. If these representations and warranties turn 
out to be untrue, the master servicer may be required to repurchase or substitute for 
some of the loans. However, the master servicer may not have the financial ability to 
make the required repurchase or substitution_ 

The only obligations to a trust fund of a seller of loans to the depositor comes from 
certain representations and warranties made by it in connection with its sale of the loans 
and certain document delivery requirements. If these representations and warranties turn 
out to be untrue, or the seller fails to deliver required documents, it may be required to 
repurchase or substitute for some of the loans. However, the seller may not have the 
financial ability to make the required repurchase or substitution. 

-6- 

Credit Enhancement May No! Be Sufficient  To Protect You 
from Losses 

Nature of Mortgages 

Credit enhancement is intended to reduce the effect of loan losses. But credit 
enhancements may benefit only some classes of a series of securities and the amount of 
any credit enhancement will be limited as described in the applicable prospectus 
supplement. 

Furthermore, the amount of a credit enhancement may decline over time pursuant to a 
schedule or fommla or otherwise, and could be depleted from payments or for other 
reasons before the securities covered by the credit enhancement are paid in full. In 
addition, a credit enhancement may not cover all potential sources of loss. For example, 
a credit enhancement may or may not cover fraud or negligence by a loan originator or 
other parties. Also, the trustee may be permitted to reduce, substitute for, or even 
eliminate all or a portion of a credit enhancement so long as the rating agencies that 
have rated the securities at the request of the depositor indicate that the reduction would 
not cause them to change adversely their rating of the securities. 

Consequently, securityholders may suffer losses even though a credit enhancement 
exists and its provider does not default. 
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Junior Status of Liens Securing Home Equity Loans Could 

Adversely Affect You The mortgage and deeds of trust securing the home equity loans will be primarily junior 
liens subordinate to the rights of the mortgagee under the related senior mortgage(s) or 
deed(s) of trust. Accordingly, the proceeds from any liquidation, insurance or 
condemnation proceeds will be available to satisfy the outstanding balance of the junior 
lien only to the extent that the claims of the related senior mortgagees have been 
satisfied in full, including any related foreclosure costs. In addition, if a junior 
mortgagee forecloses on the property securing a junior mortgage, it forecloses subject to 
any senior mortgage and must take one of the following steps to protect its interest in 
the property: 

• pay the senior mortgage in full at or prior to the foreclosure sale, or 

• assume the payments on the senior mortgage in the event the mortgagor is in default under 
the senior mortgage. 

The trust fund may effectively be prevented from foreclosing on the related property 
since it will have no funds to satisfy any senior mortgages or make payments due to any 
senior mortgagees. 

Some states have imposed legal limits on the remedies of a secured lender in the event 
that the proceeds of any sale under a deed of trust or other foreclosure proceedings are 
insufficient to pay amounts owed to that secured lender. In some states, including 
California, if a lender simultaneously originates a loan secured by a senior lien on a 
particular property and a loan secured by a junior lien on the same property, that lender 
as the holder of the junior lien may be precluded from obtaining a deficiency judgment 
with respect to the excess of: 

• the aggregate amount owed under both the senior and junior loans over 

• the proceeds of any sale under a deed of trust or other foreclosure proceedings. 

See "Legal Aspects of the Loans — Anti-Deficiency Legislation; Bankruptcy Laws; 
Tax Liens." 

-7- 

Declines in Property Values May Adversely Affeel  You 
	The value of the properties underlying the loans held in the trust fund may decline over 

time. Among the factors that could adversely affect the value of the properties are 

• an overall decline in the residential real estate market in the areas in which they are 
located, 

• a decline in their general condition from the failure of borrowers to maintain their property 
adequately, and 

• natural disasters that are not covered by insurance, such as earthquakes and floods. 

In the case of home equity loans, declining property values could diminish or extinguish 
the value of a junior mortgage before reducing the value of a senior mortgage on the 
same property. 

If property values decline, the actual rates of delinquencies, foreclosures, and losses on 
all underlying loans could be higher than those currently experienced in the mortgage 
lending industry in general. These losses, to the extent not otherwise covered by a credit 
enhancement, will be borne by the holder of one or more classes of securities. 

Delays In Liquidation May Adversely Affect You 
	 Even if the properties underlying the loans held in the trust fund provide adequate 
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Disproportionate Effect of Liquidation Expenses' 
May Adversely Affect You 

security for the loans, substantial delays could occur before defaulted loans are 
liquidated and their proceeds are forwarded to investors. Property foreclosure actions 
are regulated by state statutes and rules and are subject to many of the delays and 
expenses of other lawsuits if defenses or counterclaims are made, sometimes requiring 
several years to complete. Furthermore, in some states if the proceeds of the foreclosure 
are insufficient to repay the loan, the bonolever is not liable for the deficit Thus, ifs 
borrower defaults, these restrictions may impede the trust's ability to dispose of the 
property and obtain sufficient proceeds to repay the loan in full. 

In addition, the servicer will be entitled to deduct from liquidation proceeds all expenses 
reasonably incurred in attempting to recover on the defaulted loan, including legal fees 

and costs, real estate taxes, and property maintenance and preservation expenses. 

Liquidation expenses of defaulted loans generally do not vary directly with the 
outstanding principal balance of the loan at the time of default. Therefore, if a servicer 

takes the same steps for a defaulted loan having a small remaining principal balance as 
it does for a defaulted loan having a large remaining principal balance, the amount 
realized after expenses is smaller as a percentage of the outstanding principal balance of 
the small loan than it is for the defaulted loan having a large remaining principal 
balance. 

-8- 

Consumer Protection Laws May Adversely 
Affect You Federal, state and local laws extensively regulate various aspects of brokering, 

originating, servicing and collecting mortgage loans. Among other things, these laws 
may regulate interest rates and other charges, require disclosure, impose financial 
privacy requirements, mandate specific business practices, and prohibit unfair and 
deceptive trade practices. In addition, licensing requirements may be imposed on 

persons that broker, originate, service or collect mortgage loans. Additional 
requirements may be imposed under federal, state or local laws on so-called "high cost" 
mortgage loans, which typically are defined as loans that have interest rates or 
origination costs in excess of prescribed levels. These laws may limit certain loan 
terms, such as prepayment penalties, or the ability of a creditor to refinance a loan 

unless it is in the borrower's interest. In addition, certain of these laws may allow claims 
against loan brokers or mortgage originators, including claims based on fraud or 

misrepresentation, to be asserted against person acquiring the mortgage loans, such as 

the trust fiind. 

The federal laws that may apply to loans held in the trust fund include the following: 

• the Truth in Lending Act and regulations promulgated under that act, which (among other 
things) require disclosures to borrowers regarding the terms of mortgage loans and provide 

property owners in non-purchase money transactions with a right of rescission that 
generally extends for three days after proper disclosures are given (but in no event more 
than three years); 

• the Equal Credit Opportunity Act and regulations promulgated under that act, which 
(among other things) prohibit discrimination on the basis of age, race, color, sex, religion, 
marital status, national origin, receipt of public assistance or the exercise of any right under 

the Consumer Credit Protection Act, in the extension of credit; 

• the Fair Credit Reporting Act, which (among other things) regulates the use and reporting 

of information related to the borrower's credit experience; 

• the Real Estate Settlement Procedures Act and its regulations, which (among other things) 
prohibit the payment of referral fees for real estate settlement services and regulate escrow 

accounts for taxes and insurance and billing inquiries made by borrowers; and 
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• the Home Equity Loan Consumer Protection Act of 1988, which requires additional 
disclosures, limits changes that may be made to the loan documents without the 

borrower's consent. This act also restricts a lender's ability to declare or to suspend or 

reduce a borrower's credit limit to certain enumerated events. 

Certain mortgage loans may be subject to the Home Ownership and Equity Protection 

Act of 1994. The provisions of this act may: 

• impose additional disclosure and other requirements on creditors with respect to non 

purchase money mortgage loans with high interest rates or high up- front fees and charges; 

• impose specific statutory liabilities on creditors who fail to comply with their provisions; 

and 

• affect the enforceability of the related loans. 

In addition, any assignee of the creditor, including the applicable trust fund, would 
generally he subject to all claims and defenses that the consumer could assert against the 

creditor, including, without limitation, the right to rescind the mortgage loan. 

The home improvement contracts are also subject to the so-called holder in due course 

rules which comprise the Preservation of Consumers' Claims and Defenses regulations 

of the Federal Trade Commission and other similar federal and state statutes and 
regulations. These laws: 

• protect the homeowner from defective craftsmanship or incomplete work by a contractor; 

• permit the obligated party to withhold payment if the work does not meet the quality and 
durability standards agreed to by the homeowner and the contractor; and 

• subject any person to whom the seller assigns its consumer credit transaction to all claims 

and defenses whirls the obligor in a credit sale transaction could assert against the seller of 

the goods. 

Some violations of these federal laws may limit the ability to collect the principal or 
interest on the loans held in the trust fund, and in addition could subject the trust fimd to 

damages and administrative enforcement. Losses on loans from the application of those 
laws that are not otherwise covered by a credit enhancement will be borne by the 

holders of one or more classes of securities. 

Losses on Balloon Payment Mortgag,es Are Borne by You 

Some of the mortgage loans held in the trust fund may not be fully amortizing over 

their terms to maturity and, thus, will require substantial principal payments (that is, 
balloon payments) at their stated maturity. Loans with balloon payments involve a 

greater degree of risk than fully amortizing loans because typically the borrower must 

be able to refinance the loan or sell the property to make the balloon payment at 

maturity. The ability of a borrower to do this will depend on factors such as mortgage 
rates at the time of sale or refinancing, the borrower's equity in the property, the relative 

strength of the local housing market, the financial condition of the borrower, and tax 

laws. Losses on these loans that are not otherwise covered by a credit enhancement will 
be borne by the holders of one or more classes of certificates. 

Your Risk ofLoss May Be Higher than Yost Expect If Your 
Securities Are Backed by Loans that Were Underwritten to 
Standards which do not Conform to the Standards of 
Freddie Mac or Fannie Mae 

The trust fund may also include loans that were originated under standards that were 

RFJN_EX 18_00000299 

0336 



Your Risk of Loss May Be Higher than You Expect If Your 

Securities Are Backed by Partially Unsecured Home 
Equity Loans 

less stringent than the standards generally acceptable to Freddie Mac and Fannie Mae 

with regard to the borrower's credit standing and repayment ability. The related 

borrowers may have payment histories and debt-to-income ratios which would not 

satisfy Freddie Mac and Fannie Mae underwriting guidelines and may have a record of 

major derogatory credit items such as outstanding judgments or prior bankruptcies. On a 

case by case basis, the related seller may determine that, based upon compensating 

factors, a prospective borrower not strictly qualifying under its applicable underwriting 
risk category guidelines warrants an underwriting exception. 

As a result of the application of less stringent underwriting standards, certain mortgage 

loons in a mortgage pool may experience rates of delinquency, foreclosure and 

bankruptcy that are higher, and that may be substantially higher, than those experienced 

by mortgage loans underwritten in a more traditional manner. Furthermore, changes in 
the values of the related mortgaged properties may have a greater effect on the 

delinquency, foreclosure, bankruptcy and loss experience of these mortgage loans than 

on mortgage loans originated in a more traditional manner. No assurance can be given 

that the values of the related mortgage properties have remained or will remain at the 

levels in effect on the dates of origination of the related mortgage loans. 

The trust fund may also include home equity loans that were originated with loan-to-

value ratios or combined loan-to-value ratios in excess of the value of the related 
mortgaged property. Under these circumstances, the trust fund could be treated as a 

general unsecured creditor as to any unsecured portion of any related loan. In the event 

of a default under a loan that is unsecured in part, the trust fund will have recourse only 

against the borrower's assets generally for the unsecured portion of the loan, along with 

all other general unsecured creditors of the borrower. 

- 10- 

The Prepayment Rate on Home Equity Loans and 
Home Improvement Contracts is Uncertain 

You May be Unable to Reinvest Distributions in Comparable 
Investments 

Home equity loans and home improvement contracts have been originated in significant 

volume only during the past few years and the depositor is not aware of any publicly 

available studies or statistics on the rate of prepayment of these types of loans. 

Generally, if prevailing interest rates fall significantly below the coupon rates on the 

loans, the loans are likely to be subject to higher prepayment rates than if prevailing 

rates remain at or above the coupon rates on the loans, Conversely, if prevailing interest 
rates rise significantly above the coupon rate on the home equity loans, the rate of 

prepayments is likely to decrease. The average life of your securities and, if purchased 

at other than par, the yields realized by you will be sensitive to levels of payment 

(including prepayments) on the loans. 

In general, if you purchase a security at a premium to the outstanding principal amount 

of the security, the yield on your security may be adversely affected by a higher than 

anticipated level of prepayments of the loans. Conversely, if you purchase a security at 

a discount to the outstanding principal balance of the security, the yield on your security 

may be adversely affected by a lower than anticipated level of prepayments. 

Asset-backed securities usually produce more returns of principal to investors when 

market interest rates fall below the interest rates on the loans and produce less returns 

on principal when market interest rates rise above the interest rates on the loans. If 
borrowers refinance their loans as a result of lower interest rates, you will receive an 

unanticipated payment of principal. As a result, you are likely to receive more money to 

reinvest at a time when other investments generally are producing a lower yield than 

that on the securities, and are likely to receive less money to reinvest when other 

investments generally are producing a higher yield than that on the securities. You will 

bear the risk that the timing and amount of distributions on your securities will prevent 

you from obtaining your desired yield. 
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You Could Be Adversely Affected by Violations of 

Environmental Laws Federal, state, and local laws and regulations impose a wide range of requirements on 
activities that may affect the environment health, and safety. In some circumstances, 
these laws and regulations impose obligations on owners or operators of residential 
properties such as those that secure the loans held in the trust fluid. Failure to comply 
with these laws and regulations can result in tines and penalties that could be assessed 
against the trust as owner of the related property. 

In some states, a lien on the property due to contamination has priority over the lien of 
an existing mortgage. Also, a mortgage lender may be held liable as an "owner" or 
"operator" for costs associated with the release of petroleum from an underground 
storage tank under some circumstances. If the trust is considered the owner or operator 
of a property, it will suffer losses as a result of any liability imposed for environmental 
hazards on the property. 

Ratings of the Securities Do NM Assure Their Payment Any class of sectuities issued under this prospectus and the accompanying prospectus 
supplement may be rated by one or more nationally recognized rating agencies. A rating 
is based on the adequacy of the value of the trust assets and any credit enhancement for 
that class, and reflects the rating agency's assessment of how likely it is that holders of 
the class of securities will receive the payments to which they are entitled. A rating does 
not constitute an assessment of how likely it is that principal prepayments on the 
underlying loans will be made, the degree to which the rate of prepayments might. differ 
from that originally anticipated, or the likelihood that the securities will be redeemed 
early. A rating is not a recommendation to purchase, hold, or sell securities because it 
does not address the market price of the securities or the suitability of the securities for 
any particular investor. 

A rating may not remain in effect for any given period of time and the rating agency 
could lower or withdraw the rating entirely in the future. For example, the rating agency 
could lower or withdraw its rating due to: 

• a decrease in the adequacy of the value of the trust assets or any related credit 
enhancement, 

• an adverse change in the financial or other condition of a credit enhancement provider, or 

• a change in the rating of the credit enhancement provider's long-term debt. 

The amount, type, and nature of credit enhancement established for a class of securities 
will be determined on the basis of criteria established by each rating agency rating 
classes of the securities. These criteria are sometimes based upon an actuarial analysis 
of the behavior of similar loans in a larger group. That analysis is often the basis upon 
which each rating agency determines the amount of credit enhancement required for a 
class. The historical data supporting any actuarial analysis may not accurately reflect 
future experience, and the data derived from a large pool of similar loans may not 
accurately predict the delinquency, foreclosure, or loss experience of any particular pool 
of mortgage loans. Mortgaged properties may not retain their values. If residential real 
estate markets experience an overall decline in property values such that the 
outstanding principal balances of the loans held in a particular trust fund and any 
secondary financing on the related mortgaged properties become equal to or greater 
than the value of the mortgaged properties, the rates of delinquencies, foreclosures, and 
losses could be higher than those now generally experienced in the mortgage lending 
industry. In addition, adverse economic conditions may affect timely payment by 
mortgagors on their loans whether or not the conditions affect real property values and, 
accordingly, the rates of delinquencies, foreclosures, and losses in any trust fund. 
Losses from this that are not covered by a credit enhancement will be borne, at least in 
part, by the holders of one or more classes of securities. 

You May Have Difficulty Reselling Your Securities Due to a 
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Lack of a Secondary Market, Fluctuating Market Values 
or Periods ofIlliquidity No market for any of the securities will exist before they are issued. We cannot assure 

you that a secondary market will develop or, if it develops, that it will continue. 
Consequently, you may not be able to sell your securities readily or at prices that will 
enable you to realize your desired return or yield to maturity. The market values of the 
securities are likely to fluctuate; these fluctuations may be significant and could result 
in significant losses to you. The secondary markets for mortgage and asset backed 
securities have experienced periods of illiquidity and can be expected to do so in the 
future. 

Illiquidity can have a severely adverse effect on the prices of securities that are 
especially sensitive to prepayment, credit, or interest rate risk. Illiquidity can also have 
an adverse effect on the price of securities that have been structured to support other 
classes of certificates or that have been structured to meet the investment requirements 
of limited categories of investors. For example, a particular investor may require a 
security with a specified maturity date, a call protection feature, or a specific type of 
amortization feature. The unique nature of the security may inhibit its marketability to 
other investors. 

Book-entry Registration Limited Liquidity 

Limit on Ability to Transfer or Pledge 

Securities issued in book-entry form may have only limited liquidity in the resale 
market, since investors may be unwilling to purchase securities for which they cannot 
obtain physical instruments. 

Transactions in book-entry securities can be effected only through The Depository 
Trust Company, its participating organizations, its indirect participants, and some banks. 
Therefore, your ability to transfer or pledge securities issued in book-entry form may be 
limited. 

- 12- 

Delays in Distributions 

Bankruptcy or Insolvency May Affect the Thuing and 
Al11011111 ofDistributions on The Securities 

You may experience some delay in the receipt of distributions on book-entry securities 
since the distributions will be forwarded by the trustee to The Depository Trust • 
Company for it to credit the accounts of its participants. In tarn, these participants will 
then credit the distributions to your account either directly or indirectly through indirect 

participants. 

The seller and the depositor will treat the transfer of the loans held in the trust fund by 
the seller to the depositor as a sale for accounting purposes. The depositor and the trust 
fund will treat the transfer of the loans from the depositor to the trust fund as a sale for 
accounting purposes. If these characterizations are correct, then if the seller were to 
become bankrupt, the loans would not be part of the seller's bankruptcy estate and 
would not be available to the seller's creditors. On the other hand, if the seller becomes 
bankrupt, its bankruptcy trustee or one of its creditors may attempt to recharacterize are 
sale of the loans as a borrowing by the seller, secured by a pledge of the loans. 
Presenting this position to a bankruptcy court could prevent timely payments on the 
securities and even reduce the payments on the securities. Similarly, if the 
characterizations of the transfers as sales are correct, then if the depositor were to 
become bankrupt, the loans would not be part of the depositor's bankruptcy estate and 
would not be available to the depositor's creditors. On the other hand, if the depositor 
becomes bankrupt, its bankruptcy trustee or one of its creditors may attempt to 
recharacterize the sale of the loans as a borrowing by the depositor, secured by a pledge 
of the loans. Presenting this position to a bankruptcy court couldprevent timely 
payments on the securities and even reduce the payments on the securities. 

If the master servicer becomes bankrupt, the bankruptcy trustee may have the power to 
prevent the appointment of a successor master servicer. The period druing which cash 
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The Principa 1 Amount of Securities May Exceed the Market 
Value ofthe Trust Fund Assets 

collections may be commingled with the master servicer's own funds before each 

distribution date for securities will be specified in the applicable prospectus supplement 

If the master servicer becomes bankrupt and cash collections have been commingled 

with the master servicer's own funds for at least ten days, the trust fund will likely not 

have a perfected interest in those collections. In this case the trust might be all 

unsecured creditor of the master servicer as to the commingled funds and could recover 

only its share as a general creditor, which might be nothing. Collections commingled 

less than ten days but still in an account of the master servicer might also be included in 

the bankruptcy estate of the master servicer even though the trust may have a perfected 

security interest in them. Their inclusion in the bankruptcy estate of the master servicer 

may result in delays in payment and failure to pay amounts due on the securities. 

Federal and state statutory provisions affording protection or relief to distressed 

borrowers may affect the ability of the secured mortgage lender to realize upon its 

security in other situations as well. For example, in a proceeding under the federal 

Bankruptcy Code, a lender may not foreclose on a mortgaged property without the 

permission of the bankruptcy court and in some instances a bankruptcy court may allow 

a borrower to reduce the monthly payments, change the rate of interest, and alter the 

mortgage loan repayment schedule for under collateralized mortgage loans. The effect 

of these types of proceedings can be to cause delays in receiving payments on the loans 

underlying securities and even to reduce the aggregate amount of payments on the loans 

underlying securities. 

The market value of the assets relating to a series of securities at any time may be less 

than the principal amount of the securities of that series then outstanding, plus accrued 

interest. After an event of default and a sale of the assets relating to a series of 

securities, the trustee, the master servicer, the credit enhancer, if any, and any other 

service provider specified in the related prospectus supplement generally will be entitled 

to receive the proceeds of that sale to the extent of unpaid fees and other amounts owing 

to them under the related transaction document prior to distributions to sectuityholders. 

Upon any such sale, the proceeds may be insufficient to pay in full the principal of and 

interest on the securities of the related series. 

-13- 

Some capitalized terms are used in this prospectus to assist you in understanding the teams of the securities. The capitalized tenns used in this 

prospectus are defined on the pages indicated wider the caption "Index of Defined Terms" beginning on page 117, 

THE TRUST FUND 

General 

The securities of each series will represent interests in the assets of the related trust fund, and the notes of each series will be secured by the 

pledge of the assets of the related trust fund. The trust fund for each series will be held by the trustee for the benefit of the related securityholders. Each 

trust fund will consist of the trust fund assets (the —Trust Fund Assets") consisting of a pool comprised of loans as specified in the related prospectus 

supplement, together with payments relating to those loans as specified in the related prospectus supplement. 

I 	Whenever the terms pool, certificates, notes and securities are used in this prospectus, those terms will be consida -ed to apply, tanks, the co»text indicates otliamise, to one specific col and the securities of coo series 

including the certificates representing undivided interes in, and/or notes secured by the assets of, a single trust fund consisting primarily of the loans in that pool. Similarly, the term "Pass-Through Rate" wilt refer to 

the pass-through rate bane by Mot certificates rind the terra interest rate will refer M the interest rate borne by the notes of one specific series, as applicable, and the tarot trust fund will refer to one specific trust hind. 

The pool will be created on the first day of the month of the issuance of the related series of securities or another date as may be specified in the 

related prospectus supplement. The securities will be entitled to payment from the assets of the related trust fund or funds or other assets pledged for the 

benefit of the seeurityholders, as specified in the related prospectus supplement and will not be entitled to payments in respect of the assets of any other 

trust fund established by the depositor. 

The Trust Fund Assets will be acquired by the depositor, either directly or through affiliates, from originators or sellers which may be affiliates of 

the depositor (the "Sellers"), and conveyed without recourse by the depositor to the related trust fund. Loans acquired by the depositor will have been 
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originated in accordance with the underwriting criteria specified below under "Loan Program --- Underwriting Standards" or as otherwise described in the 

related prospectus supplement See "Loan Program — Underwriting Standards." 

The depositor will cause the Trust Fund Assets to be assigned to the trustee named in the related prospectus supplement for the benefit of the 

holders of the securities of the related series. The master services named in the related prospectus supplement will service the Trust Fund Assets, either 

directly or through other servicing institutions called sub-servicers, pursuant to a pooling and servicing agreement (each, a "Pooling and Servicing 

Agreement") among the depositor, the master services and the trustee with respect to a series consisting of certificates, or a sale and servicing agreement 

(each, a "Sale and Servicing Agreement") among the trustee, the seller, the issuer, the depositor and the master serVicer with respect to a series consisting 

of certificates and notes, and will receive a fee for those services. See "Loan Program" and —The Agreements." With respect to loans serviced by the 

master servicer through a sub-servicer, the master servicer will remain liable for its servicing obligations under the related Agreement as if the master 

servicer alone were servicing the loans. 

As used in this prospectus, "Agreement" means, with respect to a series consisting of certificates, the Pooling and Servicing Agreement, and with 

respect to a series consisting of certificates and notes, the Trust Agreement, the Indenture (as defined below) and the Sale and Servicing Agreement, as the 

context requires. 

If so specified in the related prospectus supplement, a trust fund relating to a series of sec -mitres may be a statutory trust formed under the laws of 

the state specified in the related prospectus supplement pursuant to a trust agreement (each, a "Trust Agreement") between the depositor and the trustee of 

the trust fund. 

With respect to each trust fund, prior to the initial offering of the related series of securities, the trust fund will have no assets or liabilities. No 

trust fluid is expected to engage in any activities other than acquiring, managing and holding of the related Trust Fund Assets and other assets 

contemplated in this prospectus and in the related prospectus supplement and the proceeds thereof, issuing securities and making payments and 

distributions thereon and certain related activities. No trust fund is expected to have any source of capital other than its assets and any related credit 

enhancement. 

The applicable prospectus supplement may provide for additional obligations of the depositor, but if it does not, the only obligations of the 

depositor with respect to a series of securities will be to obtain certain representations and warranties from the sellers and to assign to the trustee for that 

series of securities the depositor's rights with respect to those representations and warranties. See "The Agreements — Assignment of the Trust Fund 

Assets." The obligations of the master servicer with respect to the loans will consist principally of its contractual servicing obligations under the related 

Agreement (including its obligation to enforce the obligations of the sub-servicers or sellers, or both, as more fully described in this prospectus under 

"Loan Program — Representations by Sellers; Repurchases" and 'The Agreements — Sub-Servicing By Sellers" and " — Assignment of the Trust Fund 

Assets") and its obligation, if any, to snake certain cash advances in the event of delinquencies in payments on or with respect to the loans in the amounts 

described in this prospectus under "Description of the Securities — Advances." The obligations of the master servicer to make advances may be subject to 

limitations, to the extent provided in this prospectus and in the related prospectus supplement. 

- 14- 

The following is a brief description of the assets expected to be included in the trust funds. If specific information respecting the Trust Fund 

Assets is not known at the time the related series of securities initially is offered, more general information of the nature described below will be provided 

in the related prospectus supplement, and specific information will be set forth in a report on Form 8-K to be filed with the Securities and Exchange 

Commission after the initial issuance of the securities (the "Detailed Description"). A copy of the Agreement with respect to each series of securities will 

be attached to the Form 8-K and will be available for inspection at the corporate trust office of the trustee specified in the related prospectus supplement. 

A schedule of the loans relating to the series will be attached to the Agreement delivered to the trustee upon delivery of the securities. No more than 5% of 

the loans relative to the pool piincipal balance as of the related cut-off date will deviate from the loan characteristics described in the related prospectus 

supplement. 

The Loans 

The loans will consist of single family mortgage loans, home equity loans or home improvement contracts. For purposes hereof, "home equity 

loans" includes "closed-end loans" and "revolving credit line loans." If so specified, the loans may include cooperative apartment loans ("cooperative 

loans") secured by security interests in shares issued by private, non-profit, cooperative housing corporations ("cooperatives") and in the related 

proprietary leases or occupancy agreements granting exclusive sights to occupy specific dwelling units in the cooperatives' buildings. As snore fully 

described in the related prospectus supplement, the loans may be "conventional" loans or loans that are insured or guaranteed by a governmental agency 

such as the Federal Housing Administration (the "FHA") or the Department of Veterans' Affairs (the "VA"). In addition, the loans may have been 

underwritten to standards that are less stringent than the standards generally acceptable to Freddie Mac and Fannie Mae with regard to the borrower's 

credit standing and repayment ability because the standards focus more on the value of the mortgaged property. 

The applicable prospectus supplement may specify the day on which monthly payments on the loans in a pool will he due, but if it does not, all of 

the mortgage loans in a pool will have monthly payments due on the first day of each month. The payment terms of the loans to be included in a trust fund 

will be described in the related prospectus supplement and may include any of the following features or combination thereof or other features described in 

the related prospectus supplement: 
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• Interest may be payable at a fixed rate, a rate adjustable from time to time in relation to an index (which will be specified in the related 

prospectus supplement), a rate that is fixed for a period of time or under certain circumstances and is followed by an adjustable rate, a rate that 

otherwise varies from time to time, or a rate that is convertible from an adjustable rate to a fixed rate. Changes to an adjustable rate may be 

subject to periodic limitations, maximum rates, minimum rates or a combination of the limitations. Accrued interest may be deferred and added 

to the principal of a loan for the periods and under the circumstances as may be specified in the related prospectus supplement. Loans may 

provide for the payment of interest at a rate lower than the specified interest rate borne by the loan (the "Loan Rate") for a period of time or for 

the life of the loan, and the amount of any difference may be contributed from funds supplied by the seller of the mortgaged property Or another 

source, 

• Principal may be payable on a level debt service basis to fully amortize the loan over its tenn, may be calculated on the basis of an assumed 

amortization schedule that is significantly longer than the original term to maturity or on an interest rate that is different from the Loan Rate or 

may not be amortized during all or a portion of the original term Payment of all or a substantial portion of the principal may be due on 

maturity, called balloon payments. Principal may include interest that has been deferred and added to the principal balance of the loan. 

• Monthly payments of principal and interest may be fixed for the life of the loan, may increase over a specified period of time or may change 

from period to period. The terms of a loan may include limits on periodic increases or decreases in the amount of monthly payments and may 

include maximum or minimum amounts of monthly payments, 

• The loans generally may be prepaid at any time. Prepayments of principal may be subject to a prepayment fee, which may be fixed for the life 

of the loan or may decline over time, and may be prohibited for the life of the loan or for certain periods, which are called lockout periods. 

Some loans may permit prepayments after expiration of the applicable lockout period and may require the payment of a prepayment fee in 

connection with any subsequent prepayment. Other loans may permit prepayments without payment of a fee unless the prepayment occurs 

during specified time periods. The loans may include "due- on-sale" clauses that permit the mortgagee to demand payment of the entire loan in 

connection with the sale or certain transfers of the related mortgaged property. Other loans may be assumable by persons meeting the then 

applicable underwriting standards of the seller. 
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A trust fund may contain buydoivn loans that include provisions whereby a third party partially subsidizes the monthly payments of the obligors 

on the loans during the early years of the loans, the difference to be made up from a buydovvn fund contributed by the third party at the time of origination 

of the loan. A buy-down fund will be in an amount equal either to the discounted value or full aggregate amount of future payment subsidies. Thereafter, 

buydown funds are applied to the applicable loan upon receipt by the master servicer of the mortgagor's portion of the monthly payment on the loan. The 

master senicer administers the buydown fund to ensure that the monthly allocation from the buydown fund combined with the monthly payment received 

from the mortgagor equals the scheduled monthly payment on the applicable loan. The underlying assumption of buydown plans is that the income of the 

mortgagor will increase during the buydown period as a result of nominal increases in compensation and inflation, so that the mortgagor will be able to 

meet the full mortgage payments at the end of the buydown period. To the extent that this assumption as to increased income is not fulfilled, the 

possibility of defaults on buydown loans is increased. The related prospectus supplement will contain information with respect to any buydown loan 

concerning limitations on the interest rate paid by the mortgagor initially, on annual increases in the interest rate and on the length of the buydown period. 

The loans will be secured by mortgages or deeds of trust or other similar security instruments creating a lien on a mortgaged property. In the case 

of home equity loans, the liens generally will be subordinated to one or more senior liens on the related mortgaged properties as described in the related 

prospectus supplement. In addition to being secured by mortgages on real estate the home improvement contracts may also be secured by purchase money 

security interests in the home improvements  financed thereby. If so specified in the related prospectus supplement, the home equity loans may include 

loans (primarily for home improvement or debt consolidation purposes) that are in amounts in excess of the value of the related mortgaged properties at 

the time of origination. The mortgaged properties and the home improvements are collectively referred to in this prospectus as the "Properties." The 

Properties may be located in any one of the fifty states, the District of Columbia, Guam, Puerto Rico or any other territory of the United States. 

Loans with certain Loan-to-Value Ratios (as defined below) and/or certain principal balances may be covered wholly or partially by primary 

mortgage guaranty insurance policies (each, a "Primary Mortgage Insurance Policy"). The existence, extent and duration of coverage under a Primary 

Mortgage Insurance Policy will be described in the applicable prospectus supplement. 

The aggregate principal balance of loans secured by Properties that are owner- occupied will be disclosed in the related prospectus supplement. 

The applicable prospectus supplement may provide for the basis for representations relating to Single Family Properties (as defined below), but if it does 

not, the sole basis for a representation that a given percentage of the loans is secured by Single Family Properties that are owner-occupied will be either (i) 

the nia.king of a representation by the borrower at origination of the loan either that the underlying Property will be used by the borrower for a period of at 

least six months every year or that the borrower intends to use the Property as a primary residence or (ii) a finding that the address of the underlying 

Property is the borrower's mailing address. 

Single F amily Loans. The mortgaged properties relating to single family loans will consist of detached or semi-detached one- to four-family 

dwelling units, townhouses, rowhouses, individual condominium units, individual units in planned unit developments, manufactured housing that is 

permanently affixed and treated as real property under local law, and certain other dwelling units ("Single Family Properties"). Single Family Properties 
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may include vacation and second homes, investment properties and leasehold interests. In the case of leasehold interests, the applicable prospectus 

supplement may provide for the leasehold term, but if it does not, the term of the leasehold will exceed the scheduled maturity of the loan by at least five 

years. 

Home Equity Loans. The mortgaged properties relating to home equity loans will consist of Single Family Properties. As more fully described in 

the related prospectus supplement, interest on each revolving credit line loan, excluding introductory rates offered from time to time during promotional 

periods, is computed and payable monthly on the average daily outstanding principal balance of the loan. Principal amounts on a revolving credit line loan 

may be drawn down (up to a maximum amount as set forth in the related prospectus supplement) or repaid under each revolving credit line loan from time 

to lime, but may be subject to a minimum periodic payment. Except to the extent provided in the related prospectus supplement, the trust fund will not 

include any amounts borrowed under a revolving credit line loan after the cut-off date. The full amount of a closed-end loan is advanced at the inception 

of the loan and generally is repayable in equal (or substantially equal) installments of an amount to fully amortize the loan at its stated maturity. Except to 

the extent provided in the related prospectus supplement, the original terms to stated maturity of closed-end loans will not exceed 360 months. Under 

some circtunstances, under either a revolving credit line loan or a closed-end loan, a borrower may choose an interest only payment option and is 

obligated to pay only the amomit of interest which accrues on the loan during the billing cycle. An interest only payment option may be available for a 

specified petiod before the borrower must begin paying at least the minimum monthly payment of a specified percentage of the average outstanding 

balance of the loan. 

Home Improvement Contracts. The Trust Fund Assets for a series of securities may consist, in whole or in part, of home improvement contracts 

originated by a. home improvement contractor, a thrift or a commercial mortgage banker in the ordinary course of business. The home improvements 

securing the home improvement contracts may include, but are not limited to, replacement windows, house siding, new roofs, swimming pools, satellite 

dishes, kitchen and bathroom remodeling goods and solar heating panels. The home improvement contracts will be secured by mortgages on Single 

Family Properties which are generally subordinate to other mortgages on the same Property. In general, the home improvement contracts will be fully 

amortizing and may have fixed interest rates or adjustable interest rates and may provide for other payment characteristics as described below and in the 

related prospectus supplement. The initial Loan-to-Value Ratio of a home improvement contract is computed in the manner described in the related 

prospectus supplement. 

Additional Information. Each prospectus supplement will contain information, as of the date of the prospectus supplement and to the extent then 

specifically known to the depositor, with respect to the loans contained in the related pool, including: 

• the aggregate outstanding principal balance and the average outstanding principal balance of the loans as of the first day of the month of 

issuance of the related series of certificates or another date specified in the related prospectus supplement called a cut-off date, 

• the type of property securing the loans (e.g., single-family residences, individual units in condominium apartment buildings or in buildings 

owned by cooperatives other real property or home improvements), 

• the original terms to maturity of the loans, 

• the largest principal balance and the smallest principal balance of any of the loans, 

• the earliest origination date and latest maturity date of any of the loans, 

• the Loan-to-Value Ratios or Combined Loan-to-Value Ratios (as defined hereafter), as applicable, of the loans, 

• the Loan Rates or annual percentage rates ("APR") or range of Loan Rates or APR's borne by the loans, 

• the maximum and minimum per annum Loan Rates and 

• the geographical distribution of the loans. 

If specific information respecting the loans is not known to the depositor at the time the related securities are initially offered, more general 

information of the nature described above will be provided in the detailed description of Trust Fund Assets. 
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The "Loan-to-Value Ratio" of a loan at any given time is the fraction, expressed as a percentage, the numerator of which is the original principal 

balance of the related loan and the denominator of which is the Collateral Value of the related Property. The "Combined Loan-to-Value Ratio" of a.loan at 

any given time is the ratio, expressed as a percentage, of (i) the sum of (a) the original principal balance of the loan (or, in the case of a revolving credit 

line loan, the maximum amount thereof available) and (b) the outstanding principal balance at the date of origination of the loan of any senior mortgage 
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loan(s) or, in the case of any open-ended senior mortgage loan, the maximum available line of credit with respect to the mortgage loan, regarclless of any 

lesser amount actually outstanding at the date of origination of the loan, to (ii) the Collateral Value of the related Property. The "Collateral Value" of the 

Property, other than for loans the proceeds of which were used to refinance an existing mortgage loan (each, a "Refinance Loan"), is the lesser of (a) the 

appraised value determined in an appraisal obtained by the originator at origination of the loan and (b) the sales price for the Property. In the case of 

Refinance Loans, the "Collateral Value" of the related Property is generally the appraised value thereof determined in an appraisal obtained at the time of 

re financing . 

No assurance can be given that values of the Properties have remained or will remain at their levels on the dates of origination of the related 

loans. If the residential real estate market should experience an overall decline in property values such that the outstanding principal balances of the loans, 

and any secondary financing on the Properties, in a particular pool become equal to or greater than the value of the Properties, the actual rates of 

delinquencies, foreclosures and losses could be higher than those now generally experienced in the mortgage lending industry. In addition, adverse 

economic conditions and other factors (which may or may not affect real property values) may affect the timely payment by borrowers of scheduled 

payments of principal and interest on the loans and, accordingly, the actual rates of delinquencies, foreclosures and Losses with respect to any pool. To the 

extent that the losses are not covered by subordination provisions or alternative arrangements, the losses will be borne, at least in part, by the holders of the 

securities of the related series. 

Participation Certificates 

The Trust Fund Assets may include participation certificates evidencing interests in loans or contracts, including: 

• first lien mortgage loans secured by one- to four-family residential properties, 

• private mortgage-backed securities backed by first lien mortgage loans secured by one- to four-family residential properties, 

• closed-end and/or revolving home equity loans, secured in whole or in part by first and/or subordinate liens on one- to four-family residential 

properties, or 

• home improvement installment sale contracts and installment loan agreements that are secured by first or subordinate liens on one- to four-

family residential properties. 

If those participation certificates were issued by an issuer that is not affiliated with the depositor, the depositor must have acquired them from one 

or more entities unaffiliated with the depositor in one or more bona fide secondary market transactions and they must either have been previously 

registered under the Securities Act of 1933, as amended (the "Securities Act"), or have been held for at least the holding period required to be eligible for 

sale under Rule 144(k) under the Securities Act. If those participation certificates were issued by the depositor or an affiliate of the depositor, they must be 

registered under the Securities Act concurrently with the offering of the securities under the related prospectus supplement. 

Agency Securities 

Agency securities are mortgage pass-through securities issued or guaranteed by Ginnie Mae, Fannie Mae or Freddie Mac. All of the agency 

securities will be registered in the name of the trustee or its nominee or, in the case of agency securities issued only in book-entry form, a financial 

intermediary that is a member of the Federal Reserve System or of a clearing corporation on the books of which the security is held. The financial 

intermediary may be the same entity as the trustee for a series of certificates. Each agency security will evidence an interest in a pool of mortgage loans or 

cooperative loans and in principal distributions and interest distributions on those loans. 
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The descriptions of Ginnie Mae, Freddie Mac and Ramie Mae Certificates that are set forth below are descriptions of certificates representing 

proportionate interests in a pool of mortgage loans and in the payments of principal and interest thereon. Ginnie Mae, Freddie Mac or Fannie Mae may 

also issue mortgage-backed securities representing a right to receive distributions of interest only or principal only or disproportionate distributions of 

principal or interest or to receive distributions of principal or interest prior or subsequent to distributions on other certificates representing interests in the 

same pool of mortgage loans. 

In addition, any of the issuers may issue certificates representing interests in mortgage loans having characteristics that are different from the 

types of mortgage loans described below. The terms of any certificates to be included ma trust fund and of the underlying mortgage loans will be 

described in the related prospectus supplement, and the descriptions that follow are subject to modification as appropriate to reflect the terms of any 

certificates that are actually included in a trust fund. 

Ginnie Mae. Ginnie Mae is a wholly-owned corporate instrumentality of the United States within HUD. Section 306(g) of the Housing Act 

authorizes Ginnie Mae to guarantee the timely payment of the principal of and interest on certificates representing interests in a pool of mortgages insured 

by the FHA, under the Housing Act or under Title V of the Housing Act of 1949, or partially guaranteed by the VA under the Servicemen's Readjustment 

Act of 1944, as amended, or under Chapter 37 of Title 38, United States Code. 
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Section 306(g) of the Housing Act provides that "the full faith and credit of the United States is pledged to the payment of all amounts which may 

be required to be paid Under any guarantee under this subsection." In order to meet its obligations under this guarantee, Ginnie Mae may, under Section 

306(d) of the Housing Act, borrow from the United States Treasury an amount that is at any time sufficient to enable Ginnie Mae to perform its 

. obligations under its guarantee. 

Ginnie Mae Certificates. Each Ginnie Mae Certificate relating to a series, which may be a "Ginnie Mae I Certificate" or a "Ginnie Mae II 

Certificate" as referred to by Ginnie Mae, will be a "fully modified pass-through" mortgage-backed certificate issued and serviced by a.mortgage banking 

company or other financial concern approved by Ginnie Mae, except with respect to any stripped mortgage-backed securities guaranteed by Ginnie Mae 

or any real estate mortgage investment conduit ("REMIC") securities issued by Ginnie Mae. The characteristics of any Ginnie Mae Certificates included 

in the trust fund for a series of certificates will be set forth in the related prospectus supplement. 

Freddie Mac. Freddie Mac is a corporate instrumentality of the United States created pursuant to the Freddie Mac Act Freddie Mac was 

established primarily for the purpose of increasing the availability of mortgage credit for the financing of needed housing. The principal activity of Freddie 

Mac currently consists of purchasing first-lien, conventional, residential mortgage loans or participation interests in mortgage loans and reselling the 

mortgage loans so purchased in the form of guaranteed mortgage securities, primarily Freddie Mac Certificates, In 1981, Freddie Mac initiated its Home 

Mortgage Guaranty Program under which it purchases mortgage loans from sellers with Freddie Mac Certificates representing interests in the mortgage 

loans so purchased. All mortgage loans purchased by Freddie Mac must meet specific standards set forth in the Freddie Mac Act. Freddie Mae is confined 

to purchasing, so far as practicable, mortgage loans that it deems to be of such quality and type as to meet generally the purchase standards imposed by 

private institutional mortgage investors. Neither the United States nor any agency thereof is obligated to finance Freddie Mac's operations or to assist 

Freddie Mac in any other manner. 

Freddie Mae Certificates. Each Freddie Mac Certificate relating to a series will represent an undivided interest in a pool of mortgage loans that 

typically consists of conventional loans, FHA Loans or VA Loans purchased by Freddie Mac, except with respect to any stripped mortgage-backed 

securities issued by Freddie Mac. Each pool will consist of mortgage loans, substantially all of which are secured by one- to four-family residential 

properties or, if specified in the related prospectus supplement, are secured by five or more family residential properties. The characteristics of any Freddie 

Mac Certificates included in the trust fund for a series of certificates will be set forth in the related prospectus supplement. 

Fannie Mae. Fannie Mae is a federally chartered and privately owned corporation organized and existing under the Federal National Mortgage 

Association Charter Act (12 U.S.C. §1716 et. Seq.). It is the nation's largest supplier of residential mortgage funds. Fannie Mae was originally established 

in 1938 as a United States government agency to provide supplemental liquidity to the mortgage market and was transformed into a stockholder-owned 

and privately managed corporation by legislation enacted in 1968. Fannie Mae provides funds to the mortgage market primarily by purchasing home 

mortgage loans from local lenders, thereby replenishing their funds for additional lending. Although the Secretary of the Treasury of the United States has 

authority to lend Fannie Mae up to $2.25 billion outstanding at any time, neither the United States nor any agency thereof is obligated to finance Fannie 

Mae's operations or to assist Fannie Mae in any other manner. 
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Fannie Mae Certificates. Each Fannie Mae Certificate relating to a series will represent a fractional undivided interest in a pool of mortgage 

loans formed by Fannie Mae, except with respect to any stripped mortgage-backed securities issued by Fannie Mae. Mortgage loans underlying Fannie 

Mae Certificates will consist of fixed, variable or adjustable rate conventional mortgage loans or fixed-rate FHA Loans or VA Loans. Those mortgage 

loans may be secured by either one- to four-family or multi-family residential properties. The characteristics of any Fannie Mae Certificates included in 

the trust fund for a series of certificates will be set forth in the related prospectus supplement. 

Private Mortgage-Backed Securities 

Private mortgage-backed securities may consist of mortgage pass-through certificates or participation certificates evidencing an undivided 

interest in a pool of mortgage loans or collateralized mortgage obligations secured by mortgage loans. Private mortgage-backed secmities may include 

stripped mortgage-backed securities representing an undivided interest in all or a part of either the principal distributions (but not the interest distributions) 

or the interest distributions (but not the principal distributions) or in some specified portion of the principal and interest distributions (but not all the 

distributions) on some mortgage loans. Private mortgage-backed securities will have been issued pursuant to a Pooling and Servicing Agreement, an 

indenture or similar agreement. The applicable prospectus supplement may provide that the seller/servicer of the underlying mortgage loans will not have 

entered into a Pooling and Servicing Agreement with a private trustee, but if it does not, the seller/servicer of the underlying mortgage loans will have 

entered into the Pooling and Servicing Agreement with a private trustee. The private trustee or its agent, or a custodian, will possess the mortgage loans 

underlying the private mortgage-backed security. Mortgage loans underlying a private mortgage-backed security will be serviced by a private servicer 

directly or by one or more subseivicers who may be subject to the supervision of the private servicer. 

The issuer of the private mortgage-backed securities will be a financial institution or other entity engaged generally in the business of mortgage 

lending, a public agency or instrumentality of a state, local or federal government, or a limited purpose corporation organized for the purpose of 

establishing trusts and acquiring and selling housing loans to the trusts and selling beneficial interests in the trusts. If so specified in the related prospectus 

supplement, the issuer of private mortgage-backed securities may be an affiliate of the depositor. The obligations of the issuer of private mortgage-backed 

securities will generally be limited to its representations and warranties with respect to the assets conveyed by it to the related trust fund. The issuer of 
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[To the extent that Investor Interest Collections from a loan group are applied to pay the interest on the related class of Notes, Investor Interest 
Collections for that loan group may be insufficient to cover related Investor Loss Amounts. If this insufficiency exists after the related Available 

'Transferor Subordinated Amormll, the Crossover Amount and the Reserve Fund] [have each] [has] been reduced to zero and results in the related Note 
principal balance exceeding the related Invested Amount, a draw will be made on the Policy in accordance with the Policy.] 

The "Investor Loss Amount" for a loan group is the product of the Investor Floating Allocation Percentage for that loan group and the 
Liquidation Loss Amount for that loan group for the distribution date. The Investor Loss Amount for a loan group will be allocated to the Notes related to 
that loan group. 

The "Liquidation Loss Amount" for any Liquidated Mortgage Loan is its ruirecovered principal balance at the end of the Collection Period in 
which the mortgage loan became a Liquidated Mortgage Loan, after giving effect to its Net Liquidation Proceeds. 

A "Liquidated Mortgage Loan" means, as to any distribution date, any mortgage loan in respect of which the master servicer has determined, 
based on the servicing procedures specified in the sale and servicing agreement, as of the end of the preceding Collection Period, that all liquidation 
proceeds that it expects to recover in the disposition of the mortgage loan or the related mortgaged property have been recovered 

The "Collection Period" related to a distribution date is the calendar month preceding the distribution date (or, in the case of the first Collection 
Period, the period beginning on the cut-off date and ending on the last day of [ 1, 200( ]). 

Interest will be distributed on each distribution date at the applicable note rate for the related Interest Period. The note rate for the [Class [ ]] 
Notes for a distribution date will generally equal a per annum rate equal to the least of (a) the surn of the London Interbank offered rate for one-month 
United States dollar deposits ("LIBOR"), plus [ ]/0 [for the Class [ ] Notes and [ ]% for the Class [ ] Notes]; (b) a per annum rate equal to the weighted 
average of the loan rates of the mortgage loans in loan group [ ] net of the servicing fee rate, the rate at which the fees payable to the indenture trustee and 
the owner trustee are calculated, [the rate at which the premium payable to the Note Insurer] [and the guaranty fee to Fannie Mae are each] [is] calculated 
and, commencing with the distribution date in [ ], [1%  per annum, weighted on the basis of the daily average balance of each mortgage loan included in 
loan group [ ],during the related billing cycle before the Collection Period relating to the distribution date, and (c) [ ]%. 

However, on any distribution date for which the note rate for a class of notes has been determined under clause (b) of note rate, the excess of the 
amount of interest that would have accrued on those notes during the related Interest Period had interest been determined under clause (a) of note rate (but 
not at a rate in excess of [ 1% per annum) over the interest actually accrued 011 those notes during the Interest Period (the excess is referred to as "Basis 
Risk Carryforward") will accrue interest at the note rate calculated under clause (a) (as adjusted from time to time), but not to exceed clause (c), and will 
be paid on future distribution dates to the extent funds are available therefor. 

Interest on the Notes for any distribution date will accrue on the Note principal balance from the preceding distribution date (or in the case of the 
first distribution date, from the Closing Date) through the day preceding the distribution date (each period, an "Interest Period") on the basis of the actual 
number of days in the Interest Period and a 360-day year. Interest payments on the Notes will be funded from Investor Interest Collections, Subordinated 
Transferor Collections, [the Reserve Fund,] [and, if necessary, from draws on the Policy]. 

Calculation of the LIBOR Rate. On each reset date, the indenture trustee shall determine LIBOR for the Interest Period commencing on the 
distribution date. The reset date for each Interest Period is the second LIBOR business day before the distribution date. LIBOR for the first Interest Period 
will be determined on the second LIBOR business day before the Closing Date. LIBOR will equal the rate for United States dollar deposits for one month 
that appears on the Telerate Screen Page 3750 as of 11:00 AM., London time, on the reset date for an Interest Period. Telerate Screen Page 3750 means 
the display designated as page 3750 on the Bridge Telerate Service (or any page replacing page 3750 on that service for the purpose of displaying London 
interbank offered rates of major banks). If this rate does not appear on Telerate Screen Page 3750 (or if that service is no longer offered, another service for 
displaying LIBOR or comparable rates selected by the depositor after consultation with the indenture trustee), the rate will be the reference hank rate. The 
reference bank rate will be determined on 
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the basis of the rates at which deposits in United States dollars are offered by the reference banks as of 11:00 AM., London lime, on the reset date liar the 
Interest Period to prime banks in the London interbank market for one month in amounts approximately equal to the principal amount of the Notes then 
outstanding. The reference banks will be three major banks that are engaged in transactions in the London interbank market selected by the depositor after 
consultation with the indenture trustee. the indenture trustee will request the principal London office of each of the reference banks to provides quotation 
of its rate. If at least two (potations are provided, the rate will be the arithmetic mean of the quotations. If on the reset date fewer than two quotations are 
provided as requested, the rate will be the arithmetic mean of the rates quoted by one or more major banks in New York City, selected by the depositor 
after consultation with the indenture trustee, as of 11:00 A.M., New York City time, on the reset date for loans in United States dollars to leading 
European banks for one month in amounts approximately equal to tie principal amount of the Notes then outstanding. If no quotations can be obtained, 
the rate will be LIBOR for the preceding Interest Penod. LIBOR business day means any day other than a Saturday or a Sunday or a day on which banking 
institutions in the State of New York or in the city of London, England are required or authorized by law to be closed. 

Transferor Collections. Collections allocable to the transferor interest in respect of a loan group will be distributed to the transferor only to the 
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extent that the distribution will not reduce the amount of the portion of the transferor interest relating to that loan group as of the related distribution date 
below the applicable Minimum Transferor Interest, Amounts not distributed to the transferor because of these limitations will be retained in the collection 
account until the portion of the transferor interest relating to each loan group exceeds the applicable Minimum Transferor Interest, at which time the 
excess shall be released to the transferor. Any of these amounts in the collection account at the start of the Rapid Amortization Period will be paid to the 
noteholders of the related class of notes as a reduction of the related Note principal balance. 

Distributions of Principal Collections. For each loan group, the period beginning on the Closing Date and, unless a Rapid Amortization Event 
shall have earlier occurred, through and including the distribution date in [] is the "Managed Amortization Period", The amount of principal collections 
payable to noteholders for each distribution date during the Managed Amortization Period will equal, to the extent funds are available therefor, the 
Scheduled Principal Collections Distribution Amount for the loan group and distribution date. The Scheduled Principal Collections Distribution Amount 
for the first Collection Period is computed for the period beginning on the cut-off date and ending on the last da.y of [ ]. On any distribution date during the 
Managed Amortization Period, the "Scheduled Principal Collections Distribution Amount" for a loan group is the lesser of the applicable Maximum 
Principal Payment and the applicable Alternative Principal Payment. For any loan group and distribution date, the "Maximum Principal Payment" is the 
product of the Investor Fixed Allocation Percentage for the loan group and principal collections for the loan group and distribution date. For any loan 
group and distribution date, the "Alternative Principal Payment" for the loan group is the sum of the amount of principal collections for the loan group and 
distribution date minus the aggregate of Additional Balances created on the mortgage loans in that loan group during the related Collection Period, but not 
less than zero. 

Beginning with the first distribution date following the end of the Managed Amortization Period (the "Rapid Amortization Period"), the amount 
of principal collections payable to noteholders on each distribution date will be equal to the Maximum Principal Payment for that loan group. 

If on any distribution date the Required Transferor Subordinated Amount for a loan group is reduced below the then existing Available Transferor 
Subordinated Amount for that loan group, the amount of principal collections from the mortgage loans in that loan group payable to noteholders on the 
distribution date will be correspondingly reduced by the amount of the reduction. 

Distributions of principal collections from the mortgage loans in a loan group based on the related Investor Fixed Allocation Percentage may 
result in distributions of principal to the related noteholders in amounts that are greater relative to the declining balance of that loan group than would be 
the case if the related Investor Floating Allocation Percentage were used to determine the percentage of principal collections distributed in respect of the 
Invested Amount. Principal collections from the mortgage loans in a loan group not allocated to the noteholders will be allocated to the portion of the 
transferor interest related to that loan group. The aggregate distributions of principal to the noteholders will not exceed the Original Note Principal 
Balance. 

In addition, to the extent of funds available therefor [(including fluids available under the Policy)], on the distribution date in H, noteholders will 
be entitled to receive as a. payment of principal an amount equal to the outstanding Note principal balance. 
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The P gyingA gent. The paying agent shall initially be the indenture trustee. The paying agent shall have the revocable power to withdraw funds 
from the collection account for the purpose of making distributions to the noteholders. 

Limited Subordination of Transferor Interest 

If Investor Interest Collections[, Crossover Amounts and amounts on deposit in the Reserve Fund] on any distribution date are insufficient to pay 
(i) accrued interest due and any overdue accrued interest (with interest on overdue interest to the extent: permitted by applicable law) on the related Notes 
and (ii) the applicable Investor Loss Amount on the distribution date (the insufficiency being the "Required Amount"), a portion of the interest collections 
from the mortgage loans in that loan group and principal collections allocable to the portion of the transferor interest related to that loan group (but not in 
excess of the applicable Available Transferor Subordinated Amount) (the "Subordinated Transferor Collections") will be applied to cover the Required 
Amount for that loan group. The portion of the Required Amount for a loan group in respect of clause (ii) above not covered by the Subordinated 
Transferor Collections will be reallocated to the portion of the transferor interest related to that loan group, thereby reducing the transferor interest (up to 
the applicable remaining Available Transferor Subordinated Amount and not in excess of the Investor Loss Amounts for that loan group). The portion of 
the Required Amount not covered by the application of funds under the preceding sentence may then be satisfied by amounts available from the remaining 
Available Transferor Subordinated Amount from the other loan group. [If the investor Interest Collections for a loan group[, Crossover Amounts, amounts 
on deposit in the Reserve Fund] and the amount of Subordinated Transferor Collections that have been so applied to cover the applicable Required 
Amount are together insufficient to pay the amounts in item (i) of the definition of Required Amount, then a draw will be made on the Policy to cover the 
amount of the shortfall. In addition, if on any distribution date on which the Available Transferor Subordinated Amount for a loan group is reduced to zero 
the Note principal balance for that loan group exceeds the applicable Invested Amount (after giving effect to all allocations and distributions of principal 
to be made on the Notes on the distribution date), a draw will be made on the Policy in the amount of the excess. See "Description of the Indenture —The 
Policy."] 

The "Available Transferor Subordinated Amount" for any distribution date and loan group is the lesser of the portion of the transferor interest for 
that loan group and the related Required Transferor Subordinated Amount for the distribution date. 
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DESCRIPTION OF THE INDENTURE 

The following is a description of the material provisions of the indenture. Wherever particular defined terms of the indenture are referred to, the 
defined terms are incorporated in this prospectus supplement by this reference. 

Payments on Mortgige Loans; Deposits to Collection Account 

The master servicer will establish and maintain a collection account in trust for the noteholders, the transferor[, the Note Insurer] [and any other 
third party credit enhancer], as their interests may appear. The collection account will be an Eligible Account Except for amounts representing 
administrative charges, annual fees, taxes, assessments, credit insurance charges, insurance proceeds to be applied to the restoration or repair of a 
mortgaged property, or similar items, the master servicer will deposit all amounts collected on the mortgage loans in the collection account within two 
business days of receipt unless the master servicer qualifies for monthly depositing. Mortgage loan collections may be remitted to the collection account 
by the master seivicer on a monthly basis not later than the business day before the related distribution date. 

Amounts deposited in the collection account may be invested in Eligible Investments maturing no later than one business day before the next 
distribution date or on the next distribution date if approved by the Rating Agencies[, the Note Insurer] [and any other third party credit enhancer]. Not 
later than the [fifth] business day before each distribution date (the "Determination Date"), the master servieer will notify the indenture trustee of the 
amount of the deposit to be included in funds available for the related distribution date. 

An "Eligible Account" is an account that is maintained with a depository institution whose debt obligations throughout the time of any deposit in 
it have the highest short- tenn debt rating by the Rating Agencies, an account with a depository institution having a minimum long -tenn unsecured debt 
rating of ["BBB" by Standard & Poor's and "Baa3" by Moody's], which accounts are fully insured by either the Savings Association Insurance Fund or 
the Bank Insurance Fund of the Federal Deposit Insurance Corporation, a segregated trust account maintained with the indenture trustee or an affiliate of 
the indenture trustee in its fiduciary capacity or otherwise acceptable to each Rating Agency [and the Note Insurer] as evidenced by a letter from each 
Rating Agency [and the Note Insurer] to the indenture trustee, without reduction or withdrawal of each Rating Agency's then current ratings of the Notes 
[without regard to the Policy] [or any other third party credit enhancement]. 
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Eligible Investments are limited to: 

(i) 	obligations of the United States; 

(ii) obligations of any agency of the United States the timely payment of which are backed by the full faith and credit of the United States; 

general obligations of or obligations guaranteed by any state of the United States or the District of Columbia receiving the highest long-
term debt 0 rating of each Rating Agency, or a lower rating which will not result in the downgrading or withdrawal of the ratings then 
assigned to the Notes by each Rating Agency [without regard to the Policy] [or any other third party credit enhancement]; 

(iv) commercial or finance company paper that is then receiving the highest commercial or finance company paper rating of each Rating 
Agency, or a lower rating that will not result in the downgrading or withdrawal of the ratings then assigned to the Notes by any Rating 
Agency [without regard to the Policy] [or any other third party credit enhancement]; 

(v) notes of deposit, demand or time deposits, or bankers' acceptances issued by any depository institution or trust company incorporated 
under the laws of the United States or any of its states and subject to supervision and examination by federal or state banking authorities, if 
the commercial paper or long term unsecured debt obligations of the depository institution or trust company (or in the case of the principal 
depository institution in a holding company system, the commercial paper or long -tenn unsecured debt obligations of the holding 
company, but only if Moody's is not a Rating Agency) are then rated one of the two highest long-term and the highest short-term ratings of 
each Rating Agency for the Securities, or lower ratings which will not result in the downgrading or withdrawal of the rating then assigned 
to the Notes by any Rating Agency [without regard to the Policy] [or any other third party credit enhancement]; 

(vi) demand or time deposits or notes of deposit issued by any bank or trust company or savings institution to the extent that the deposits are 
fully insured by the FDIC; 

(vii) guaranteed reinvestment agreements issued by any bank, insurance company or other corporation containing, at the time of the issuance of 

	

• 	the agreements, conditions as will not result in the downgrading or withdrawal of the rating then assigned to the Notes by any Rating 
Agency [without regard to the Policy] [or any other third pasty credit enhancement]; 

(viii) repurchase obligations with respect to any security described in the first and second bullet points, in either case entered into with a 
depository institution or trust company (acting as principal) described in the fifth bullet point; 
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(ix) securities (other than shipped bonds, stripped coupons, or instruments sold at a purchase price in excess of 115% of their face amount) 
bearing interest or sold at a discount issued by any corporation incorporated under the laws of the United States or any of its states that, at 
the time of the investment, have one of the two highest ratings of each Rating Agency (except if the Rating Agency is Moody's, the rating 
shall be the highest commercial paper rating of Moody's for the securities), or lower rating that will not result in the downgrading or 
withdrawal of the rating then assigned to the Notes by any Rating Agency [without regard to the Policy] [or any other third party credit 
enhancement], as evidenced by a signed writing delivered by each Rating Agency; and 

(xii) any other investments having a specified stated maturity and bearing interest or sold at a discount acceptable to each Rating Agency that 
will not result in the downgrading or withdrawal of the rating then assigned to the Notes by any Rating Agency [without regard to the 
Policy] [or any other third party credit enhancement], as evidenced by a signed writing delivered by each Rating Agency. 

However, no instrument is an Eligible Investment if it evidences the right to receive interest only payments on the obligations underlying it Or 
both principal and interest payments derived from obligations underlying the instrument and the interest and principal payments from the instrument 
provide a yield to maturity at par greater than 120% of the yield to maturity at par of the underlying obligations. 
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No instrument otherwise described as an Eligible Investment may be purchased at a price greater than par if it may be prepaid or called at a price 
less than its purchase price before its stated maturity. 

Allocations and Collections 

All collections on the mortgage loans will generally be allocated in accordance with the credit line agreements between interest and principal. 
Interest collections for any distribution date will be determined on a loan group basis and will be equal to the amounts collected during the related 
Collection Period allocated to interest under the credit line agreements, including portions of net liquidation proceeds, less servicing fees for the related 
Collection Period and amounts payable to the master servicer under the sale and servicing agreement as reimbursement of optional advances of the interest 
component of any delinquent monthly payments on the mortgage loans. 

Principal collections will he determined for any distribution date on a loan group basis and will be equal to the sum of the amounts collected 
during the related Collection Period allocated to principal under the credit line agreements, including portions of net liquidation proceeds, and any Transfer 
Deposit Amounts. 

Net liquidation proceeds of a mortgage loan are the liquidation proceeds reduced by related expenses, but not in excess of the principal balance of 
the mortgage loan plus accrued and unpaid interest thereon to the end of the Collection Period during which the mortgage loan became a Liquidated 
Mortgage Loan. Liquidation proceeds are the proceeds [(excluding any amounts drawn on the Policy)] received in connection with the liquidation of any 
mortgage loan, whether through trustee's sale, foreclosure sale or otherwise. 

The portion of interest collections allocable to the related class of Notes ("Investor Interest Collections") for any distribution date and loan group 
will equal the product of (a) interest collections for the distribution date and loan group and (b) the Investor Floating Allocation Percentage for the loan 
group. The "Investor Floating Allocation Percentage" for any distribution date and loan group is a fraction whose numerator is the Invested Amount at the 
close of business on the preceding distribution date (or the Closing Date in the case of the first distribution date) and whose denominator is the loan group 
balance for the loan group at the beginning of the related Collection Period. The remaining amount of interest collections will be allocated to the portion of 
the transferor interest related to that loan group. 

Principal collections on the mortgage loans in each loan group will be allocated between the noteholders and the transferor ("Investor Principal 
Collections" and `Transferor Principal Collections" respectively). 

[The indenture trustee will apply any amounts drawn raider the Policy as provided in the indenture.] The loan group balance for any date and 
loan group is the aggregate of the principal balances of all mortgage loans in that loan group as of the date. The principal balance of a mortgage loan 
(other than a Liquidated Mortgage Loan) on any day is equal to its cut-off date principal balance, plus (1) any Additional Balances for the mortgage loan 
minus (2) all collections credited against the principal balance of the mortgage loan in accordance with the related credit. line agreement before tire day. 
The principal balance of a Liquidated Mortgage Loan ruler final recovery of related liquidation proceeds shall be zero. 

Certain excess cashflow for each class of Notes will be applied as a payment of principal of that class of Notes on each distribution date to 
increase or maintain the portion of the transferor's interest related to that class to or at the Required Transferor Subordinated Amount for the class for the 
distribution date. The amount of the excess cashflow of a class of Notes so applied as a payment of principal on a distribution date is an "Accelerated 
Principal Distribution Amount" for the related class of Notes. The requirement to maintain the transferor's interest at the Required Transferor 
Subordinated Amount, or to increase it to the Required Transferor Subordinated Amount, is not an obligation of the seller, the master servicer, the 
indenture trustee, [the Note Insurer] or any other person. 

[The indenture requires excess cashflow not required to maintain or achieve tire Required Transferor Subordinated Amount of the related class of 
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Notes to be applied to the funding of a reserve timd[, which has been required by the Note Insurer] to be established and maintained for the Notes (the 
"Reserve Fund"). The amount on deposit in the Reserve Fund will not exceed the excess of (x) the sum of the Required Transferor Subordinated Amounts 
for each class of Notes over (y) the sum of the portion of the transferor's interest related to each class of Notes. Amounts in the Reserve Fund may only be 
withdrawn and applied under the indenture.] 
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[The Note Insurer may permit the Required Transferor Subordinated Amount for a class of Notes to decrease or "step down" over tune, subject to 
certain floors and triggers. The dollar amount of any decrease in a Required Transferor Subordinated Amount is an "Overcollateralization Reduction 
Amount" which, with respect to each class of Notes, may result in a release of cash from the trust fund in an amount up to the Overcollateralization 
Reduction Amounts [(net of any Reimbursement Amounts due to the Note Insurer)], or result in the removal of cash or mortgage loans from the trust fund 
on distribution dates occurring after the step-downs take effect. The dollar amount of any Overcollateralization Reduction Amount for a class will first be 
released from the Reserve Fund, to the extent of the amount on deposit. If the amount on deposit in the Reserve Fund for a class is not sufficient to fund the 
full amount of the Overcollateralization Reduction Amount for the class, then an amount equal to the remaining portion of the Overcollateralization 
Reduction Amount will be released from the monthly cashflow for the class, thus reducing the portion of the transferor's interest for the class.] 

Rile Policy 

The Policy will be issued by the Note Insurer by the Closing Date in accordance with the Insurance arid Indemnity Agreement (the "Insurance 
Agreement") to be dated as of the Closing Date, among the seller, the depositor, the master servicer, the indenture trustee and the Note Insurer. 

The Policy will irrevocably and unconditionally guarantee payment on each distribution date to the indenture trustee for the benefit of the 
noteholders of each class of Notes the 11111 and complete payment of Insured Amounts with respect to the related Notes for the distribution date. An 
"Insured Amount" for each class of Notes as of any distribution date is any shortfall in amounts available in the collection account to pay (a) (i) the 
Guaranteed Principal Distribution Amount for the related Notes for the distribution date and (ii) the Guaranteed Distributions for the related Notes for the 
distribution date and (b) any Preference Amount that occurs before the related determination date. The effect of the Policy is to guarantee the timely 
payment of interest on, and the ultimate payment of the principal amount of all of the Notes. The Policy does not cover any Basis Risk Carryforward. 

The "Guaranteed Principal Distribution Amount" for any class of Notes on the distribution date in [ ] is the amount needed to pay the outstanding 
principal balance of the Notes, and for any other distribution date on which the sum of the Available Transferor Subordinated Amounts for [both] loan 

. groups and the Reserve Fund has been reduced to or equals zero, is the amount by which the Note principal balance of the class of Notes exceeds the 
related Invested Amount as of the distribution date. All calculations under the Policy are after giving effect to all other amounts distributable and allocable 
to principal on the Notes for the distribution date. 

"Guaranteed Distributions" are accrued and unpaid interest for a distribution date due on the related Notes calculated in accordance with the 
original terms of the Notes or the indenture after giving effect to amendments or modifications to which the Note Insurer has given its written consent. 

A "Preference Amount" means any amount previously distributed to a noteholder that is recoverable and recovered as a voidable preference by a 
trustee in bankruptcy under the United States Bankruptcy Code, as amended from time to time, in accordance with a final nonappealable order of a court 
having competent jurisdiction. 

Payment of claims on the Policy will be made by the Note Insurer following receipt by the Note Insurer of the appropriate notice for payment 
(and any other required documentation) on the later to occur of (i) 12:00 NOON, New York City time, on the second Business Day following Receipt of 
the notice for payment and (ii) 12:00 NOON, New York City time, on the relevant distribution date. 

Receipt means actual delivery to the Note Insurer and occurs on the day delivered if delivered before 12:00 NOON, New York City time, on a 
business day, or on the next business day if delivered either on a day that is not a business day or after 12:00 NOON, New York City time. If any notice or 
note given under the Policy by the indenture trustee is not in proper form or is not properly completed, executed or delivered, it is not received, and the 
Note Insurer shall promptly so advise the indenture trustee and the indenture trustee may submit an amended notice. 

Under the Policy, "business day" means any day other than a Saturday or Sunday or a day on which banking institutions in the states of New 
York, California or Illinois or the city in which the corporate trust office of the indenture trustee or the Note Insurer is located are authorized or obligated 
by law Or executive order to be closed. 

The Note Insurer's obligations under the Policy with respect to Insured Amounts will be discharged to the extent fluids are transferred to the 
indenture trustee as provided in the Policy, whether or not the funds are properly applied by the indenture trustee. The Note Insurer will be subrogated to 
the rights of each noteholder to receive payments of principal and interest, as applicable, on the Notes to the extent of any payment by the Note Insurer 
under the Policy. The Policy cannot be modified, altered or affected by any other agreement or instrument, or by the merger, consolidation or dissolution 
of the seller. The Policy by its terms may not be cancelled or revoked. The Policy is governed by the laws of the State of New York. 
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Insured Amounts will be paid only at the time stated in the Policy and no accelerated Insured Amounts shall be paid regardless of any 
acceleration of the Notes, unless the acceleration is at the sole option of the Note Insurer. The Policy does not cover shortfalls attributable to the liability of 
the trust fluid or the indenture trustee for withholding taxes, if any (including interest and penalties in respect of any such liability). 

Under the sale and servicing agreement, unless a Note Insurer default exists, the Note Insurer will be heated as a noteholder for certain purposes, 
will be entitled to exercise all rights of the noteholders under the indenture without the consent of the noteholders, and the noteholders may exercise their 
rights under the indenture only with the written consent of the Note Insurer. In addition, the Note Insurer will have certain additional rights as a third party 
beneficiary to the sale and servicing agreement and the indenture.] 

Rapid Amortization Events 

The Managed Amortization Period will continue through and including the distribution date in [ ], unless a Rapid Amortization Event occurs 
before then. "Rapid Amortization Event" refers to any of the following events: (a) the failure of the seller to make a payment or deposit required under the 
sate and servicing agreement within four business days after the date the payment or deposit must be made, to record assignments of mortgage loans when 
required under the sale and servicing agreement or to observe or perform in any Material respect any other covenants or agreements of the seller in the sale 
and servicing agreement, which failure materially and adversely affects the interests of the noteholders[, the Note Insurer] [or any other third party credit 
enhancer] and, with certain exceptions, continues unremedied for 60 days after written notice; (b) any representation or warranty made bythe seller or the 
depositor in the sale and servicing agreement proves to have been incorrect in any material respect when made and continues to be incorrect in any 
material respect for 45 days after written notice and as a result of which the interests of the noteholders[, the Note Insurer] [or any other third party credit 
enhancer] are materially and adversely affected; except that a Rapid Amortization Event will not occur if the seller has purchased or made a substitution 
for the related mortgage loan or mortgage loans if applicable during the period (or within an additional 60 days with the consent of the indenture trustee) 
under the provisions of the sale and servicing agreement; (c) the occurrence of certain events of bankruptcy, insolvency or receivership relating to the 
transferor; (d) the trust fund becomes subject to regulation by the Securities and Exchange Conunission as an investment company within the meaning of 
the Investment Company Act of 1940, as amended[; or (e) the aggregate of all draws under the Policy [or amounts paid in accordance with third party 
credit enhancement for loan group [ ]] incurred during the Managed Amortization Period exceeds [ ]% of the Original Invested Amount]. 

If any event described in clause (a) or (b) occurs, a Rapid Amortization Event will occur only if after the applicable grace period, either the 
indenture trustee Or noteholders holding Notes evidencing more than 51% of the aggregate principal amount of the Notes[, the Note Insurer (so long as 
there is no default by the Note Insurer in the performance of its obligations under the Policy)] [or any other third party credit enhancer], by written notice 
to the transferor, the depositor and the master servicer (and to the indenture trustee, if given by [the Note Insurer,] [any other third party credit enhancer] 
or the noteholders) declare that a Rapid Amortization Event has occurred. If any event described in clause (c), (d) or (e) occurs, a Rapid Amortization 
Event will occur without any notice or other action on the part of the indenture trustee[, the Note Insurer] or the noteholders immediately on the occurrence 
of the event, 

Notwithstanding the foregoing, ifs conservator, receiver or trustee-in-bankruptcy is appointed for the transferor and no Rapid Amortization 
Event exists other than the conservatorship, receivership or insolvency of the transferor, the conservator, receiver or trustee-in-bankruptcy may have the 
power to prevent the commencement of the Rapid Amortization Period. 

Reports to Noteholders 

Concurrently with each distribution to the noteholders, the master servicer will forward to the indenture trustee for mailing to each noteholder a 
statement setting forth among other items: 

the Investor Floating Allocation Percentage for each loan group for the preceding Collection Period; 

(ii) the amount being distributed to each class of Notes; 
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(iii) the amount of interest included in the distribution and the related note rate for each class of Notes; 

(iv) the amount of overdue accrued interest for a class of Notes included in the distribution (and the amount of interest or overdue interest to 
the extent permitted by applicable law); 

(v) the amount of the remaining overdue accrued interest for a class of Notes after giving effect to the distribution; 

(vi) the amount of principal included in the distribution; 
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0 the amount of the reimbursement of previous Investor Loss Amounts for a class of notes included in the distribution; 

(viii) the amount of Basis Risk Carryforward for a class of notes paid and the amount of Basis Risk Canyfolward accrued; 

(ix) the amount of the aggregate tuneimbursed Investor Loss Amounts for a class of notes after giving effect to the distribution; 

(x) the servicing fee for the distribution date; 

for each class of notes: the Invested Amount, the Note principal balance and the pool factor, each after giving effect to the distribution; 

(xii) the loan group balance of each loan group as of the end of the preceding Collection Period; 

(xiii) the number and aggregate principal balances of the mortgage loans in each loan group as to which the minimum monthly payment is 
delinquent for 30-59 days, 60-89 days and 90 or more days, respectively, as of the end of the preceding Collection Period; 

(xiv) the book value of any real estate in each loan group that is I acquired by the trust fund through foreclosure or grant of deed in lieu of 
foreclosure; 

(xv) the amount of any draws on [the Policy] [or payments under third party credit enhancement for loan group [ ]]; 

(xvi) [the amount on deposit in the Reserve Fund on the preceding distribution date, after giving effect to all distributions made on that date, the 
amount withdrawn from the Reserve Fund with respect to this distribution date, and the amount remaining on deposit in the Reserve Fund;] 
and 

(xvii) with respect to the first and second distribution dates, the number and aggregate balance of any mortgage loans in [either] loan group not 
delivered to the indenture trustee within 30 days after the Closing Date. 

The amounts in clauses 	(iv), (v), (vi), (vii) and (viii) above shall be expressed as a dollar amount per $1,000 increment of Notes. 

Within 60 clays after the end of each calendar year commencing in 200[ ], the master servicer will be required to forward to the indenture trustee 
a statement containing the information in clauses (iii) and (vi) above aggregated for the calendar year.] 

EVENTS OF DEFAULT UNDER THE INDENTURE 

Events of Default under the indenture include: 

(i) a default in the payment of any principal or interest when it becomes due and continuance of the default for five days; 

(ii) failure by the trust to perform in any material respect any covenant or agreement under the indenture (other than a covenant covered in 
clause (i) hereof) or the breach of a representation or warranty of the trust under the indenture or the sale and servicing agreement, that 
continues for thirty days after notice of it is given; and 
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(iii) certain events of bankruptcy, insolvency, receivership, or liquidation of the trust. 

REMEDIES ON EVENT OF DEFAULT UNDER THE INDENTURE 

If an event of default under the indenture has occurred and is continuing, either the indenture trustee or noteholders representing a majority of the 
then outstanding principal amount of the Notes may declare the principal amount of the Notes payable immediately. A declaration of acceleration may be 
rescinded by noteholders representing a majority of the then outstanding principal amount of the Notes. Although a declaration of acceleration has 
occurred, the indenture trustee may elect not to liquidate the assets of the trust if the assets are generating sufficient cash to pay interest and principal as it 
becomes due without taking into account the declaration of acceleration. 

The indenture trustee may not sell or otherwise liquidate the assets of the trust following an event of default unless the holders of 100% of the 
Notes [and the Note Insurer] consent to the sale, or the proceeds of the sale or liquidation are sufficient to pay all amounts due to the noteholders [and the 
Note Insurer], or the indenture trustee determines that the trust fund would not be sufficient on an ongoing basis to make all payments on the Notes as they 
become due and the indenture trustee obtains the consent of the holders of 662/3% of the aggregate outstanding principal balance of the Notes. 
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No noteholder may institute any proceeding with respect to the indenture unless [the Note Insurer has consented in writing to the institution of the 
proceeding and] the holder has previously notified the indenture trustee of a default and unless noteholders representing not less than a majority of the 
aggregate outstanding principal balance of the Notes have requested the indenture trustee to institute the proceeding and have offered the indenture trustee 
reasonable indemnity, and the indenture trustee for 60 days has neglected or refused to institute the proceeding. The indenture trustee is not obligated to 
exercise any of the trusts or powers vested in it unless the noteholders requesting the action have offered the indenture trustee reasonable security or 
indemnity against the costs, expenses and liabilities that may be incurred [and the Note Insurer has consented to the action]. 

CERTAIN MATTERS REGARDING THE INDENTURE TRUSTEE 

Neither the indenture trustee nor any director, officer or employee of the indenture trustee will be liable to the trust or the noteholders for taking 
any action or for refraining from the taking of any action in good faith under the indenture, or for errors in judgment. However, none of the indenture 
trustee or any of its directors, officers or employees will be protected against any liability that would otherwise be imposed on it for willful malfeasance, 
bad faith or negligence in the performance of its duties or for its reckless disregard of its obligations under the indenture. 

The indenture trustee and any of its affiliates may hold Notes in their own names or as pledgees. To meet the legal requirements of certain 
jurisdictions, the indenture trustee may appoint co-trustees or separate trustees of any part of the trust fund under the indenture, All rights and obligations 
conferred or imposed on the indenture trustee by the indenture will be conferred or imposed on any separate trustee or co-trustee. In any jurisdiction in 
which the indenture trustee is incompetent or unqualified to perform certain acts, the separate trustee or co-trustee will perform the acts solely at the 
direction of the indenture trustee. 

Duties of the Indenture Trustee 

The indenture trustee will make no representations about the validity or sufficiency of the indenture, the Notes (other than their execution and 
authentication) or of any mortgage loans or related documents, and will not be accountable for the use or application by the depositor or the master 
servicer of any funds paid to the depositor or the master servicer on the Notes or the mortgage loans, or the use or investment of any monies by the master 
servicer before being deposited into a collection account. So long as no event of default under the indenture has occurred and is continuing, the indenture 
trustee will be required to perform only those duties specifically required of it under the indenture. Generally, those dillies will be limited to the receipt of 
the various certificates, reports or other instruments required to be furnished to the indenture trustee under the indenture, in which case it will only be 
required to examine them to determine whether they conform to the requirements of the indenture. The indenture trustee will not be charged with 
knowledge of a failure by the master servicer to perform its duties under the trust agreement or sale and servicing agreement unless the indenture trustee 
has actual knowledge of the failure. 
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Amendment 

The indenture provides that, without the consent of any noteholder but with [the consent of the Note Insurer and] notice to the trust and the 
indenture trustee, the trust may enter into one or more supplemental indentures (which will conform to the provisions of the Trust Indent -are Act of 1939, 
as amended (the `71A")), in form satisfactory to the indenture trustee, for any of the following purposes: 

(i) to correct or amplify the description of any property at any time subject to the lien of the indenture, or better to assure, convey and confnm 
to the indenture trustee any property subject or required to be subjected to the lien of the indenture, or to subject to the lien of the 
indenture additional property; 

(ii) to add to the covenants of the trust for the benefit of the noteholders, or to sunender any right of the trust in the indenture; 

(iii) to convey, transfer, assign, mortgage or pledge any property to the indenture trustee; 

(iv) to cure any ambiguity, to correct or supplement any provision in the indenture or in any supplemental indenture that may be inconsistent 
with any other provision in the indenture or in any supplemental indenture; 

(v) to evidence the succession, in compliance with the applicable provisions in the indenture, of another person to the trust, and the 
assumption by any such successor of the covenants of the trust in the indenture and in the notes contained; 

(vi) to evidence and provide for the acceptance of the appointment under the indenture of a successor trustee and to add to or change any of the 
provisions of the indenture necessary to facilitate the administration of its trusts by more than one trustee; or 

(vii) to modify, eliminate or add to the provisions of the indenture to the extent necessary to effect the qualification of the indenture under the 
T IA or under any similar federal statute enacted after the date of the indenture and to add to the indenture other provisions required by the 
T1A. 
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No supplemental indentures will be entered into unless the indenture trustee shall have received an opinion of counsel to the effect that entering 
into the supplemental indenture will not have any material adverse tax consequences to the noteholders. 

The indenture also provides that the indenture trustee, at the request of the trust, may, [with prior notice to the Note Insurer and] with the consent 
of [the Note Insurer and] the Noteholders affected thereby representing not less than a majority of the aggregate outstanding principal balance of the Notes, 
enter into a supplemental indenture to add any provisions to, or change in any manner or eliminate any of the provisions of, the indenture or to modify in 
any manner the rights of the noteholders, except that no supplemental indenture may, without the consent of each noteholder affected thereby: 

(i) change the date of payment of any installment of principal of or interest on any Note, or reduce its principal amount or interest rate, change 
the provisions of the indenture relating to the application of collections on, or the proceeds of the sale of, the corpus of the trust to payment 
of principal or interest on the Notes, or change any place of payment where, or the coin or currency in which, any Note or its interest is 
payable, or impair the right to institute suit for the enforcement of the provisions of the indenture requiring the application of funds 
available therefor to the payment of an amount due on the Notes on or after the respective dates they become due; 

(ii) reduce the percentage of the outstanding principal balances of the Notes the consent of the holders of which is required for any 
supplemental indenture, or the consent of the holders of which is required for any waiver of compliance with provisions of the indenture or 
defaults under the indenture and their consequences; 

(iii) modify or alter the provisions of the proviso to the definition of the term "Outstanding" in the indenture or modify or alter the exception in 
the definition of the term "Holder"; 
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(iv) reduce the percentage of the outstanding principal balances of the Notes required to direct the indenture trustee to direct the trust to sell or 
liquidate the corpus of the trust under the indenture; 

(v) modify any provision of the amendment provisions of the indenture except to increase any percentage specified in the indenture or to 
provide that certain additional provisions of the indenture cannot be modified or waived without the consent of each Noteholder affected 
thereby; 

(vi) modify any of the provisions of the indenture in a manner as to affect the calculation of the amount of any payment of interest or principal 
due on any Note on any distribution date; or 

(vii) permit the creation of any lien ranking before Or on a parity with the lien of the indenture on any part of the trust fimd or, except as 
otherwise permitted or contemplated in the indenture, terminate the lien of the indenture on any property at any time subject thereto or 
deprive any noteholders of the security provided by the lien of the indenture. 

TERMINATION; RETIREMENT OF THE NOTES 

The indenture will terminate on the distribution date following the later of 

(i) payment in full of all amounts owing to [the Note Insurer] [and any other third party credit enhancer] and 

(ii) the earliest of the distribution date on which the Note principal balance of each class of Notes has been reduced to zero, the final payment 
or other liquidation of the last mortgage loan in the trust fund, the optional transfer to the transferor of the mortgage loans, as described 
below; and the distribution date in [ ]. 

The mortgage loans will be subject to optional transfer to the transferor on any distribution date on or after which the aggregate Note principal 
balance of both classes of Notes is reduced to an amount less than or equal to [ ]% of the aggregate Original Note Principal Balance for both classes of 
Notes [and all amounts due to the Note Insurer] [and any other third party credit enhancer] including any unreimbursed (haws on [the Policy] [and 
=reimbursed payments under other third party credit enhancement], together with interest thereon, as provided under the Insurance Agreement, have been 
paid. The transfer price will be equal to the sum of the outstanding Note principal balance of each class of Notes plus accrued and unpaid interest on them 
at the applicable note rate through the day preceding the final distribution date and an amount equal to any Basis Risk Canyforward for each class of 
Notes plus accrued and unpaid interest on it. 

[In addition, Notes mast be prepaid and redeemed in part with any funds remaining in the relevant prefimding account on [ ] after the purchase of 
any Subsequent Home Equity Loans on that day.] 
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The Indenture Trustee 

[Name of indenture trustee], a [ ] banking association with its principal place of business in [ ], is the indenture trustee. 

The commercial hank or trust company serving as indenture trustee may own Notes and have normal banking relationships with the master 

seivicer, the transferor [and the Note Insured and their affiliates. 

The indenture trustee may resign at any time, in which event the trust must appoint a successor indenture trustee [with the consent of the Note 

Insurer]. [The Note Insurer may also remove the indenture trustee if the indenture trustee ceases to be eligible to continue as the indenture trustee under the 

indenture or if the indenture trustee becomes insolvent.] Any resignation or removal of the indenture trustee and appointment of a successor indenture 

trustee will not become effective until acceptance of the appointment by the successor indenture trustee. 

DESCRIPTION OF THE SALE AND SERVICING AGREEMENT 

Assignment of Mortgage Loans 

At the time of issuance of the Notes, the depositor will transfer to the trust fund [the amounts to be deposited into the prefunding accounts and] 

all of its interest in each mortgage loan acquired on the closing date (including any Additional Balances arising in the future), related credit line 

agreements, mortgages and certain other related documents (collectively, the "Related Documents"), including all collections received on each mortgage 

loan alter the cut-off date (exclusive of payments of at:owed interest due on or before the cut-off date). The owner trustee, concurrently with the transfer, 

will deliver the Notes to the depositor and the transferor certificate to the transferor. [Future closings may occur for the purchase of Subsequent Home 

Equity Loans on dates specified by the depositor through [ ], 200[ ]. On those closing dates the depositor will transfer to the trust fund all of its interest in 

the Subsequent Home Equity Loans being acquired by the trust hind that day, the Related Documents and all collections received on the Subsequent Home 

Equity Loans after a date designated in connection with the transfer.] Each mortgage loan transferred to the trust fund will be identified on a mortgage 

loan schedule delivered to the owner trustee under the sale and servicing agreement. The mortgage loan schedule will include information as to the cut-off 

date principal balance of each mortgage loan as well as information with respect to the loan rate. 
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The sale and servicing agreement will require that [First Tennessee] deliver to the depositor for delivery to the owner trustee or, at the 

depositor's direction, directly to the owner trustee, the mortgage notes related to the mortgage loans endorsed in blank and the Related Documents on the 

[initial] Closing Date, with respect to not less than [501% of the mortgage loans transferred to the trust fund on that date; not later than [30] days after the 

initial Closing Date, with respect to the [remaining] mortgage loans; [and] [not later than [21] days after the relevant closing date, with respect to the 

Subsequent Home Equity Loans.] 

In lieu of delivery of original documentation, [First Tennessee] may deliver documents that have been imaged optically on delivery of an opinion 

of counsel that the imaged documents are enforceable to the same extent as the originals and do not impair the enforceability of the transfer to the trust 

fund of the mortgage loans, provided the retention of the imaged docinnents in the delivered format will not result in a reduction in the then current rating 

of the Notes [without regard to the Policy] [or any other third party credit enhancements]. 

[In addition, with respect to any of the mortgage loans, in lien of transferring the related mortgage to the trustee as one of the Related Documents, 

the depositor may at its discretion provide evidence that the related mortgage is held through the MERS® System. In addition, the mortgage for some or 

all of the mortgage loans in the trust fund that are not already held in the MERS® System may, at the discretion of the master servicer, in the future be 

held through the MERS® System. For any mortgage held through the MERS® System, the mortgage is recorded in the name of the Mortgage Electronic 

.Registration System, Inc. or MERS, as nominee for the owner of the mortgage loan, and future assignments of the mortgage were, or in the future may be, 

at the discretion of the master servicer, registered electronically through the MERS® System, For each of these mortgage loans, MERS serves as a 

mortgagee of record on the mortgage solely as a nominee in an administrative capacity on behalf of the owner trustee, and does not have any interest in 

that mortgage loam] 

The sale and servicing agreement will not require [First Tennessee] to record assignments of the mortgage loans to the owner trustee or the 

indenture trustee in jurisdictions where recordation of the assignments or delivery of the documentation is not required to protect the interest of the 

transferor, the owner trustee and the indenture trustee in the mortgage loans. 

Within 90 days of the Closing Date with respect to the mortgage loans acquired on the Closing Date [and within 90 days of the relevant closing 

date with respect to Subsequent Home Equity Loans], the indenture trustee will review the mortgage loans and the Related Documents and if any 

mortgage loan or Related Document is found to be defective in any material respect and the defect is not cured within 90 days following notification of it 

to the seller and the depositor by the indenture trustee, the seller must accept the transfer of the mortgage loan from the trust fund. The principal balance of 

any mortgage loan so transferred will be deducted ftom the applicable loan group balance, thus reducing the amount of the transferor interest. If the 

deduction would cause the portion of the transferor interest related to the loan group to become less than the related Minimum Transferor Interest at the 

time (a 'Transfer Deficiency"), the seller must either substitute an Eligible Substitute Mortgage Loan or make a deposit into the collection account (the 
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"Transfer Deposit Amount") equal to the amount by which the portion of the transferor interest related to that loan group would be reduced to less than the 

related Minimum Transferor Interest at the time. Except to the extent substituted for by an Eligible Substitute Mortgage Loan, the transfer of the mortgage 

loan out of the trust fund will be treated under the sale and servicing agreement as a payment in fun of the mortgage loan. Any Transfer Deposit Amount 

will be treated as a principal collection on the related loan group. No transfer shall be considered to have occurred unless all required deposits to the 

collection account are actually made. The obligation of the seller to accept a transfer of a Defective Mortgage Loan and to make any required deposits are 

the sole remedies for any defects in the mortgage loans and Related Documents available to the owner trustee, the indenture trustee or the noteholders. 

An "Eligible Substitute Mortgage Loan" is a mortgage loan substituted by the seller for a defective mortgage loan that must, on the date of 

substitution, have a principal balance (or in the case of a substitution of more than one mortgage loan for a Defective Mortgage Loan, an aggregate 

principal balance) outstanding that is not 10% more or less than the Transfer Deficiency relating to the Defective Mortgage Loan; have a loan rate not less 

than the loan rate of the Defective Mortgage Loan and not more than 1% in excess of the loan rate of the Defective Mortgage Loam have a loan rate based 

on the same index (prime rate) with adjustments to the loan rate made on the same Interest Rate Adjustment Date as that of the Defective Mortgage Loan; 

have a mortgage of the same or higher level of priority as the mortgage relating to the Defective Mortgage Loan; have a remaining term to maturity not 

more than twelve months earlier than the remaining term to maturity of the Defective Mortgage Loam comply with each representation and warranty 

regarding the mortgage loans in the sale and servicing agreement (deemed to be made as of the date of substitution); have an original combined loan-to-

value ratio not greater than that of the Defective Mortgage Loan; and satisfy certain other conditions specified in the sale and servicing agreement, 
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The seller will make certain representations and warranties as to the accuracy in all material respects of certain information firmished to the 

owner trustee on behalf of the trust fund with respect to each mortgage loan (e.g., cut-off date principal balance and loan rate). In addition, the seller will 

represent and warrant on the Closing Date that at the time of transfer to the depositor, the seller has transferred or assigned all of its interest in each 

mortgage loan and the Related Documents, free of any lien [, and likewise represent and warrant on each relevant closing date with respect to each 

Subsequent Horne Equity Loan]. Upon discovery of a breach of any representation and warranty that materially and adversely affects the interests of the 

noteholders[, the Note Insurer] [or any other third party credit: enhancer] in the related mortgage loan and Related Documents, the seller will have a period 

of 90 days after discovery or notice of the breach to effect a cure. If the breach cannot be cured within the 90-day period, the seller must accept a transfer 

of the Defective Mortgage Loan from the trust fund. The same procedure and limitations as in the second preceding paragraph for the transfer of Defective 

Mortgage Loans will apply to the transfer of a mortgage loan that must be transferred because of a breach of a representation or warranty in the sale and 

servicing agreement that materially and adversely affects the interests of the noteholders. Mortgage loans required to be transferred to the seller as 

described in the preceding paragraphs are referred to as "Defective Mortgage Loans." 

Amendments to Credit Line Agreements 

Subject to applicable law and to certain limitations described in the sale and servicing agreement, the master servicer may change the terms of the 

credit line agreements at any time provided that the changes do not materially and adversely affect the interest of the noteholders[, the Note Insurer] [or 

any other third party credit enhancer], and are consistent with prudent business practice. 

In addition, the sale and servicing agreement permits the master servicer, within certain limits, to increase the credit limit of the related mortgage 

loan or reduce the margin for the mortgage loan. 

Optional Transfers of Mortgage Loans to the Transferor 

To permit the transferor to reduce the transferor interest any time the portion of the transferor interest related to a loan group exceeds the level 

required by [the Note Insurer][, any other third party credit enhancer] and the Rating Agencies, on any distribution date the transferor may, but is not 

obligated to, remove on the distribution date (the 'Transfer Date") from the loan group, certain mortgage loans without notice to the noteholders. The 

transferor is permitted to designate the mortgage loans to be removed. Mortgage loans so designated will only be removed upon satisfaction of the 

following conditions: 

no Rapid Amortization Event has occurred; 

(ii) the portion of the transferor interest allocable to the loan group as of the Transfer Date (after giving effect to the removal) exceeds the 

Minimum Transferor Interest; 

(iii) the transfer of any mortgage loans from [either] loan group on any Transfer Date during the Managed Amortization Period will not, in the 

reasonable belief of the transferor, cause a Rapid Amortization Event or an event that with notice or lapse of time or both would constitute 

a Rapid Amortization Event to occur; 

(iv) the transferor delivers to the owner trustee and the indenture trustee a mortgage loan schedule containing a list of all mortgage loans 

remaining M the related loan group after the removal; 
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(v) the transferor represents and warrants that no selection procedures that the transferor reasonably believes are adverse to the interests of the 
noteholders[, the Note Insurer] [or any other third party credit enhancer] were used by the transferor in selecting the mortgage loans; 

(vi) in connection with each retransfer of mortgage loans, the Rating Agencies [and the Note Insurer] shall have been notified of the proposed 
transfer and before the Transfer Date no Rating Agency has notified the transferor for the Note Insurer] in writing that the transfer would 
result in a reduction or withdrawal of the ratings assigned to either class of Notes [without regard to the Policy] [or any other third party 
credit enhancement]; and 

(vii) the transferor shall have delivered to the owner trustee, the indenture trustee [and the Note Insurer] an officer's note confirming the six 
conditions preceding this one. 

As of any date of detennination within any Collection Period, the "Minimum Transferor Interest" for either loan group is an amount equal to [the 
lesser of (a) 5% of the related loan group balance at the end of the immediately preceding Collection Period and (b) 1.5% of the cut-off date balance of the 
related loan group].] 
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Collection and Other Servicing Procedures on Mortgage Loans 

The master servicer will make reasonable efforts to collect all payments called for under the mortgage loans and will, consistent with the sale and 
servicing agreement, follow collection procedures it follows servicing home equity loans in its servicing portfolio comparable to the mortgage loans. 
Consistent with the above, the master seivicer may in. its discretion waive any late payment charge or any assumption or other fee or charge that may be 
collected in the ordinary course of servicing the mortgage loans. 

The master seivicer may arrange with a borrower of a mortgage loan a schedule for the payment of interest due and unpaid for a period so long 
as the airangernent is consistent with the master servicer's policies with respect to mortgage loans it owns or services. Under the sale and servicing 
agreement, the master servicer may consent under certain circumstances to the placing of a future senior lien ahead of a mortgage loan. 

Hazard Insurance 

The sale and servicing agreement provides that the master servicer maintain hazard insurance on the mortgaged properties relating to the 
mortgage loans, While the related credit line agreements generally require borrowers to maintain hazard insurance, the master servicer will not monitor the 
maintenance of hazard insurance. 

The sale and servicing agreement inquires the master servicer to maintain for any mortgaged property relating to a mortgage loan acquired in 
foreclosure of a mortgage loan, or by deed in lieu of foreclosure, hazard insurance with extended coverage in an amount equal to the lesser of the 
maximum insurable value of the mortgaged property or the outstanding balance of the mortgage loan plus the outstanding balance on any mortgage loan 
senior to the mortgage loan at the time of foreclosure or deed in lieu of foreclosure, plus accrued interest and the master servicer's good faith estimate of 
the related liquidation expenses to be incurred in connection therewith. 

The sale and servicing agreement provides that the master servicer may satisfy its obligation to cause hazard policies to be maintained by 
maintaining a blanket policy insuring against losses on the mortgaged properties. If the blanket policy contains a deductible clause, the master servicer 
must deposit in the collection account the sums that would have been deposited but for the deductible. The master servicer will satisfy these requirements 
by maintaining a blanket policy. As stated above, all amounts collected by the master seivicer (net of any reimbursements to the master servicer) under 
any hazard policy (except for amounts to be applied to the restoration or repair of the mortgaged property) will ultimately be deposited in the collection 
account. 

In general, the standard form of fire and extended coverage policy covers physical damage to or destruction of the improvements on the property 
by fire, lightning, explosion, smoke, windstorm and hail, and the like, strike and civil commotion, subject to the conditions and exclusions specified in 
each policy. Although the policies relating to the mortgage loans will be underwritten by different insurers and therefore will not contain identical terms, 
their basic temis are dictated by stale laws and most of them typically do slot cover any physical damage resulting from war, revolution, governmental 
actions, floods and other water-related causes, earth movement (including earthquakes, landslides and muclflows), nuclear reactions, wet or dry rot, 
vermin, rodents, insects or domestic animals, theft and, in certain cases, vandalism. The foregoing list is merely indicative of certain kinds of uninsured 
risks and is not intended to be all-inclusive or an exact description of the insurance policies relating to the mortgaged properties. 
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The master servicer will foreclose on or otherwise comparably convert to ownership mortgaged properties securing mortgage loans that come 

into default when, in accordance with applicable servicing procedures under the sale and servicing agreement, no satisfactory arrangements can be made 

for the collection of delinquent payments. In connection with a foreclosure or other conversion, the master servicer will follow practices it deems 

appropriate and in keeping with its general mortgage servicing activities. The master servicer need not expend its own funds in connection with any 

foreclosure or other conversion, correction of default on a related senior mortgage loan, or restoration of any property unless, in its sole judgment, the 

expenditure of funds in the foreclosure, correction or restoration will increase net liquidation proceeds. The master servicer will be reimbursed out of 

liquidation proceeds and, if necessary, from other collections on the mortgage loans for advances of its own funds as liquidation expenses before any net 

liquidation proceeds are distributed to noteholders or the transferor. 

Optional Purchase of Defaulted Loan 

The master servicer may, at its option, purchase from the trust fund any mortgage loan that is delinquent in payment for 91 days or more. Any 

purchase of a delinquent mortgage loan will be at a price equal to 100% of the principal balance of the mortgage loan plus accrued interest at the 

applicable loan rate from the date through which interest was last paid by the related mortgagor to the first day of the month in which the purchase 

proceeds are to be distributed to noteholders. 

Servicing Compensation and Payment of Expenses 

The master servicer will receive from interest received on the mortgage loans for each Collection Period a portion of the interest collections as a 

monthly servicing fee in the amount equal to [ ]% per annum on the aggregate principal balances of the mortgage loans as of the first day of the related 

Collection Period. All assumption fees, late payment charges and other fees and charges, to the extent collected from borrowers, will be retained by the 

master servicer as additional servicing compensation. 

The master servicer will pay certain ongoing expenses associated with the trust fund and incurred by it in connection with its responsibilities 

under the sale and servicing agreement. In addition, the master servicer will be entitled to reimbursement for certain expenses incurred by it in connection 

with defaulted mortgage loans and in connection with the restoration of mortgaged properties, its right of reimbursement being before the rights of 

noteholders to receive any related net liquidation proceeds and, if necessary, other collections on the mortgage loans. 

Evidence as to Compliance 

The sale and servicing agreement provides for delivery by [ ] in each year, beginning [ , [200[ j], to the indenture trustee of an annual statement 

signed by an officer of the master servicer to the effect that the master servicer has fulfilled its material obligations under the sale and servicing agreement 

throughout the preceding fiscal year, except as specified in the statement. 

By [ ] of each year, beginning [ , [200[ ]], the master seivicer will furnish a report prepared by a firm of nationally recognized independent public 

accountants (who may also render other services to the master servicer or the transferor) to the indenture trustee[, the Note Insurer][, any other third patty 

credit enhancer] and the Rating Agencies to the effect that it has examined certain documents and the records relating to servicing of the mortgage loans 

under the sale and servicing agreement and that, on the basis of its examination, the firm believes that the servicing was conducted in compliance with the 

sale and servicing agreement except for exceptions the firm believes to be immaterial and any other exceptions specified in the report. 

Certain Matters Regarding the Master Servicer and the Transferor 

The sale and servicing agreement provides that the master servicer may not resign as master servicer, except in connection with a permitted 

transfer of servicing, unless 

(a) its obligations as master servicer are no longer permissible under applicable law or are in material conflict by reason of applicable law with 

any other activities of a type and nature presently carried on by it or its affiliate or 

(b) on satisfaction of the following conditions: 

8 -54 

the master servicer has proposed a successor servicer to the indenture trustee in writing and the proposed successor servicer is reasonably acceptable to the 

indenture trustee; the Rating Agencies have confirmed to the trustee that the appointment of the proposed successor servicer as the master servicer will not 

result in the reduction or withdrawal of the then current rating of the Notes [without regard to the Policy] [or any other third party credit enhancement][; 

and the proposed successor servicer is reasonably acceptable to the Note Insurer]. 

No resignation of the master servicer will become effective until the indenture trustee Or a successor servicer has assumed the master seivicer's 
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duties under the sale and servicing agreement. 

The master servicer may perform any of its obligations under the sale and servicing agreement through subservicers or delegates, which may be 

affiliates of the master servicer. Notwithstanding any subservicing arrangement, the master seivicer will remain liable to the indenture trustee and the 

noteholders for the master servicer's obligations under the sale and servicing agreement, without any diminution of its obligations and as if the master 

servicer itself were performing the obligations. 

The sale and servicing agreement provides that the master servicer will indemnify the trust third and the owner trustee against any loss, liability, 

expense, damage or injury suffered as a result of the master servicer's actions or omissions in connection with the servicing and administration of the 

mortgage loans that are not in accordance with the sale and servicing agreement. Under the sale and servicing agreement, the transferor will indemnify an 

injured party for the entire amount of any losses, claims, damages or liabilities arising out of the sale and servicing agreement to the extent provided in the 

sale and servicing agreement (other than losses resulting from defaults under the mortgage loans). The sale and servicing agreement provides that other 

than the indemnification by the master servicer neither the depositor, the transferor nor the master servicer nor their directors, officers, employees or agents 

will be liable to the trust fund, the owner trustee, the noteholders or any other person for any action taken or for refraining from taking any action under 

the sale and servicing agreement. However, neither the depositor, the transferor nor the master servicer will be protected against any liability that would 

otherwise be imposed for willful misconduct, bad faith or gross negligence of the depositor, the transferor or the master servicer in the performance of its 

duties under the sale and servicing agreement or for reckless disregard of its obligations under the sale and servicing agreement. In addition, the sale and 

servicing agreement provides that the master servicer need not appear in, prosecute or defend any legal action that is not incidental to its servicing 

responsibilities under the sale and servicing agreement and that in its opinion may expose it to any expense or liability. The master servicer may, in its 

sole discretion, undertake any legal action that it deems appropriate with respect to the sale and servicing agreement. 

EVENTS OF SERVICING TERMINATION 

The "Events of Servicing Termination" are: 

(i) any failure by the master SerViCer to deposit in the collection account any deposit required to be made under the sale and servicing 

agreement, which failure continues umemedied for five business days (or, if the master servicer is permitted to remit collections on the 

mortgage loans to the collection account on a monthly basis as described under " — Payments on Mortgage Loans; Deposits to Collection 

Account," three business days) after the giving of written notice of the failure to the master servicer by the indenture trustee, or to the 

master servicer and the indenture trustee by [the Note Insurer] [, any other third party credit enhancer] or noteholders evidencing an 

aggregate undivided interest in the trust fund of at least 25% of the aggregate Note principal balance; 

(ii) any failure by the master servicer duly to observe or perform in any material respect any other of its covenants or agreements in the Notes 

or the sale and servicing agreement that, in each case, materially and adversely affects the interests of the noteholders[, any other third 

party credit enhancer] [or the Note Insurer] and continues unrernedied for 60 days after the giving of written notice of the failure to the 

master servicer by the indenture trustee, or to the master servicer and the indenture trustee by [the Note Insurer][, any other third party 

credit enhancer] or noteholders evidencing an aggregate, undivided interest in the trust fund of at least 25% of the aggregate Note principal 

balance; or 

(iii) certain events of insolvency, readjustment of debt, marshaling of assets and liabilities or similar proceedings relating to the master servicer 

and certain actions by the master servicer indicating insolvency, reorganization or inability to pay its obligations. 

Under certain other circumstances, [the Note Insurer or] the holders of Notes evidencing an aggregate, undivided interest in the trust fund of at 

least 51% of the aggregate Note principal balance may deliver written notice to the master servicer terminating all the rights and obligations of the master 

servicer under the sale and servicing agreement. 

S - 55 

[Notwithstanding the foregoing, a delay in or failure of performance referred to under clause (i) above for five or more business days or referred 

to under clause (ii) above for 60 Or more days, will riot constitute an Event of Servicing Termination if the delay or failure could not be prevented by the 

exercise of reasonable diligence by the master servicer and the delay or failure was caused by an. act of God or other similar occurrence.] The master 

servicer shall not be relieved from using its best efforts to perform its obligations in a timely manner in accordance with the sale and servicing agreement 

by an act of God Or other similar occurrence, and the master servicer shall provide the indenture trustee, the depositor, the transferor[, the Note Insurer][, 

any other third party credit enhancer] and the noteholders prompt notice of any failure or delay by it, together with a description of its efforts to perform its 

obligations. 

Rights after an Event of Servicing Termination 

So long as an Event of Servicing Termination remains umemedied, either the indenture trustee, or noteholders evidencing an aggregate undivided 

mterest in the trust fund of at least 51% of the aggregate Note principal balance [(with the consent of the Note Insurer) or the Note Insurer], may terminate 

all of the rights and obligations of the master servicer under the sale and servicing agreement, whereupon the indenture trustee will succeed to all the 

obligations of the master servicer under the sale and servicing agreement and will be entitled to similar compensation arrangements. lithe indenture 
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trustee would be obligated to succeed the master servicer but is unwilling or unable so to act, it may appoint, or petition a court of competent jurisdiction 

for the appointment of, a housing and home finance institution or other mortgage loan or home equity loan servicer with all licenses and permits required 

to perform its obligations under the sale and servicing agreement and having a net worth of at least S[ ] [and acceptable to the Note Insurer]to act as 

successor to the master servicer under the sale and servicing agreement. Pending this appointment, the indenture trustee must act as master servicer unless 

prohibited by law. The successor master servicer will be entitled to receive the same compensation that the master servicer would otherwise have received 

or lesser compensation as the indenture trustee and the successor may agree on). A receiver or conservator for the master seivicer may be empowered to 

prevent the termination and replacement of the master servicer where the Event of Servicing Termination that has occurred is an insolvency event. 

Amendment 

The sale and servicing agreement may be amended from time to time by the master servicer, the depositor and the indenture trustee [and with the 

consent of the Note Insurer], but without the consent of the noteholders, to cure any ambiguity, to correct any defective provision or to correct or 

supplement any provisions in it that may be inconsistent with any other provisions of the sale and servicing agreement, to add to the duties of the 

depositor, the seller, the transferor or the master servicer, to add or amend any provisions of the sale and servicing agreement as required by the Rating 

Agencies to maintain or improve any rating of the Notes (after obtaining the ratings in effect on the Closing Date, neither the transferor, the seller, the 

depositor, the owner trustee, the indenture trustee nor the master servicer must obtain, maintain, or improve any rating), to add any other provisions with 

respect to matters arising under the sale and servicing agreement [or the Policy] that are not be inconsistent with the sale and servicing agreement [or any 

other third party credit enhancement], to comply with any requirement of the Internal Revenue Code or to increase the limits in the sale and servicing 

agreement as to the amount of senior liens that the master servicer may consent to, if the amendment will not, as evidenced by an opinion of counsel, 

materially and adversely affect the interests of any noteholdeq, the Note Insurer] [or any other third party credit enhancer]. 

No amendment will be considered to materially and adversely affect the noteholders and no opinion of counsel will be required to be delivered if 

the person requesting the amendment obtains a letter from the Rating Agencies stating that the amendment would not result in a downgrading of the then 

current rating of the Notes [without regard to the Policy] [or any other third party credit enhancement]. 

The sale and servicing agreement may also be amended from time to time by the seller, the master servicer, the depositor, and the owner trustee 

on behalf of the trust fund, and the master servieer [and the Note Insurer] may from time to time consent to the amendment [of the Policy, with the 

consent at least 51% of the Note principal balance of the affected class and the Note Insurer] for the purpose of adding any provisions to or changing in 

any manner or eliminating any of the provisions of the sale and servicing agreement or of modifying in any manner the rights of the noteholders, so long as 

the amendment does not seduce in any manner the amount of, or delay the timing of, payments on the Notes [or distributions or payments under the Policy 

that are required to be made on any Note] without the consent of each affected noteholder, reduce the aforesaid percentage required to consent to the 

amendment, without the consent of all the noteholders adversely affect in any material respect the interests of [the Note Insurer] [or any other third party 

credit enhancer]. 
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[The mortgage loans will be subject to optional transfer to the transferor on any distribution date on or after which the aggregate Note principal 

balance [of both classes of Notes] is reduced to an amount less than or equal to [10]% of the aggregate Original Note Principal Balance [for both classes 

of Notes] and all amounts due and owing to [the Note Insurer] [and any other third party credit enhancer] including any suueimbursed draws on [the 

Policy] [and unreimbursed payments under other third party credit enhancement], together with interest on the draws, as provided under the Insurance 

Agreement, have been paid. The transfer price will be equal to the sum of the outstanding Note principal balance of each class of Notes plus accrued 

interest at the applicable note rate through the day preceding the final distribution date and an amount equal to any Basis Risk Canyforward for each class 

of Notes plus accrued interest.] 

DESCRIPTION OF THE PURCHASE AGREEMENT 

The mortgage loans to be transferred to the trust fund by the depositor will be purchased by the depositor from the seller under a purchase 

agreement to be entered into between the depositor, as purchaser of the mortgage loans, and the seller, as transferor of the mortgage loans. Under the 

purchase agreement, the seller will agree to transfer the mortgage loans and related Additional Balances to the depositor. Under the sale and servicing 

agreement, the mortgage loans will be immediately transferred by the depositor to the trust fund, and the depositor will assign its rights under the purchase 

agreement to the trust fund. The following is a description of the material provisions of the purchase agreement. 

TRANSFERS OF MORTGAGE LOANS 

Under the purchase agreement, the seller will transfer and assign to the depositor, all of its interest in the mortgage loans [(including any 

Subsequent Home Equity Loans)] and all of the Additional Balances created later. The purchase puce of the mortgage loans is a. specified percentage of 

their face amount as of the time of transfer midis payable by the depositor in cash. The purchase price of each Additional Balance comprising the principal 

balance of a mortgage loan is the amount of the Additional Balance, 

REPRESENTATIONS AND WARRANTIES 

The seller will represent and warrant to the depositor that nong other things, as of the Closing Date, it is duly organized and its good standing 
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and that it has the authority to consummate the transactions contemplated by the purchase agreement The seller will also represent and warrant to the 

depositor that, among other things, immediately before the sale of the mortgage loans to the depositor, the seller was the sole owner and holder of the 

mortgage loans free and clear of any liens and security interests. The seller will make similar representations and warranties in the sale and servicing 

agreement. The seller will also represent and warrant to the depositor that, among other things, as of the Closing Date, the purchase agreement constitutes 

a valid and legally binding obligation of the seller and a valid sale to the depositor of all interest of the seller in the mortgage loans and their proceeds. 

ASSIGNMENT TO TRUST FUND 

The seller will expressly acknowledge and consent to the depositor's transfer of its rights relating to the mortgage loans under the sale and 

servicing agreement to the trust fund and the security interest granted in those rights under the indenture. The seller also will agree to perform its 

obligations under the purchase agreement for the benefit of the trust fond. 

TERMINATION 

The purchase agreement will terminate on the termination of the trust fund. 

USE OF PROCEEDS 

The net proceeds to be received from the sale of the [Class [ ]] Notes will be applied by the depositor towards the purchase of the initial [loan 

group [ ]] mortgage loans [and the deposit to the Prefunding Account]. 

MATERIAL FEDERAL INCOME TAX CONSEQUENCES 

General 

The following discussion, when read in conjunction with "Material Federal Income Tax Consequences" in the accompanying prospectus, is the 

opinion of Andrews Kurth LLP, counsel to the depositor, as to the material U.S. federal income tax aspects of the purchase, ownership and disposition of 

the Notes, and is based on the provisions of the Internal Revenue Code of 1986, as amended (the "Code"), the Treasury Regulations thereunder, and 

published rulings and court decisions in effect as of the date hereof, all of which are subject to change, possibly retroactively. This discussion does not 

address every aspect of the U.S. federal income tax laws which may be relevant to beneficial owners of [Class [ 11 Notes in light of their personal 

investment circumstances or to certain types of beneficial owners of [Class [ ]] Notes subject to special treatment under the U.S. federal income tax laws 

(for example, banks and life insurance companies). Accordingly, investors should consult their tax advisors regarding U.S. federal, state, local, foreign and 

any other tax consequences to them of investing in the Notes. 

Characterization of the Notes as Indebtedness 

Based on the application of existing law to the facts established by the indenture and other relevant documents and assuming compliance with the 

indenture as in effect on the date of issuance of the Notes, Andrews Kurth LLP, special tax counsel to the depositor ("Tax Counsel"), is of the opinion that 

the Notes will be treated as debt instruments for federal income tax purposes as of that date. Accordingly, upon issuance, the Notes will be treated as 

"Debt Securities" as described in the prospectus. Furthermore, special tax counsel to the depositor is of the opinion that neither the trust fund nor any 

portion of the trust fund will be treated as either an association or a publicly traded partnership taxable as a corporation or as a taxable mortgage pool. See 

"Material Federal Income Tax Consequences" in the prosp ectus. 

The transferor and the noteholders express in the sale and servicing agreement their intent that, for applicable tax purposes, the notes will be 

indebtedness secured by the mortgage loans. The transferor, the depositor and the noteholders, by accepting the Notes, and each Note Owner by its 

acquisition of a beneficial interest in a Note, have agreed to treat the Notes as indebtedness for U.S. federal income tax purposes. However, because 

different criteria are used to determine the non-tax accounting characterization of the transaction, the transferor intends to treat this transaction as a sale of 

an interest in the principal balances of the mortgage loans for financial accounting purposes. 

In general, whether for U.S. federal income tax purposes a transaction constitutes a sale of property or a loan, the repayment of which is secured 

by property, is a question of fact, the resolution of which is based upon the economic substance of the transaction rather than its form or the manner in 

which it is labeled. While the Internal Revenue Service and the courts have explained several factors to he taken into account in determining whether the 

substance of a transaction is a sale of property or a secured loan, the primary factor in making this determination is whether the transferee has assumed the 

risk of loss or other economic burdens relating to the property and has obtained the benefits of ownership thereof. Tax Counsel has analyzed and relied on 

several factors in reaching its opinion that the weight of the benefits and burdens of ownership of the mortgage loans has been retained by the transferor 

and has not been transferred to the beneficial owners of [Class [ ]] Notes. 

In sonic instances, courts have held that a taxpayer is bound by the particular form it has chosen for a transaction, even if the substance of the 
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transaction does not accord with its form. Tax Counsel has advised that the rationale of those cases will not apply to this transaction, because the form of 
the transaction as reflected in the operative provisions of the documents either accords with the characterization of the Notes as debt or otherwise makes 
the rationale of those cases inapplicable to this situation. 

TAXATION OF INTEREST INCOME OF BENEFICIAL OWNERS 

Assuming that the beneficial owners of [Class [II  Notes are holders of debt obligations for U.S. federal income tax purposes, the Notes generally 
will be taxable as Debt Securities. See "Material Federal Income Tax Consequences" in the prospectus. 

While it is not anticipated that the Notes will be issued at a greater than de minimis discount, under Treasury regulations (the "OID 
Regulations") it is possible that the Notes could nevertheless be deemed to have been issued with original issue discount ("OID") if the interest were not 
treated as "unconditionally payable" under the OID Regulations. If the OID Regulations were to apply, all of the taxable income to be recognized with 
respect to the Notes would be includible in income of beneficial owners of [Class [I]  Notes as OLD, but would not be includible again when the interest is 

actually received. See "Material Federal Income Tax Consequences —Taxation of Debt Securities; Interest and Acquisition Discount" in the prospectus 
for a discussion of the application of the OID roles if the Notes are in fact issued at a greater than de minimis discount or are treated as having been issued 
with OID under the OID Regulations. For purposes of calculating OID, it is likely that the Notes will be treated as Pay-Through Securities. 
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Possible Classification of the Notes as a Partnership or Association Taxable as a Corporation 

The opinion of Tax Counsel is not binding on the courts or the IRS. It is possible that the IRS could assert that, for purposes of the Code, the 
transaction contemplated by this prospectus Supplement and the accompanying prospectus with respect to the Notes constitutes a sale of the mortgage 
loans (or an interest therein) to the beneficial owners of [Class [ ]] Notes and that the proper classification of the legal relationship between the transferor 
and the beneficial owners of [Class [ ]] Notes resulting from this transaction is that of a partnership, a publicly traded partnership treated as a corporation, 
or an association taxable as a corporation. Since Tax Counsel has advised that the Notes will be treated as indebtedness in the hands of the noteholders for 
U.S. federal income tax proposes, the transferor will not attempt to comply with U.S. federal income tax reporting requirements applicable to partnerships 
or corporations. 

If it were determined that this transaction created an entity classified as a corporation (including a publicly traded partnership taxable as a 
corporation), the trust fund would be subject to U.S. federal income tax at corporate income tax rates on the income it derives from the mortgage loans, 
which would reduce the amounts available for distribution to the beneficial owners of [Class [ ]] Notes. Cash distributions to the beneficial owners of 
[Class [ ]] Notes generally would be treated as dividends for tax purposes to the extent of the corporation's earnings and profits. 

If the transaction were treated as creating a partnership between the beneficial owners of [Class [I]  Notes and the transferor, the partnership itself 
would not be subject to U.S. federal income tax (unless it were to be characterized as a publicly traded partnership taxable as a corporation); rather, the 
transferor and each Note Owner would be taxed individually on their respective distributive shares of the partnership's income, gain, loss, deductions and 
credits. The amount and timing of items of income and deductions of the Note Owner could differ if the Notes were held to constitute partnership interests 
rather than indebtedness. Assuming that all of the provisions of the trust agreement, as in effect on the date of the issuance, are complied with, it is the 
opinion of Tax Counsel that the trust fund will not be treated as either an association or a partnership taxable as a corporation or as a taxable mortgage 
pool. 

Possible Classification as a Taxable Mortgage Pool 

In relevant part, Section 7701(i) of the Code provides that any entity (or a portion of an entity) that is a -taxable mortgage pool" will be classified 
as a taxable corporation and will not be permitted to file a consolidated U. S. federal income tax return with another corporation. Any entity (or a portion 
of any entity) will be a taxable mortgage pool if (i) substantially all of its assets consist of debt instruments, more than 50% of which are real estate 
mortgages, (ii) the entity is the obligor under debt obligations with two or more maturities, and (iii) under the entity's debt obligations (or an underlying 
arrangement), payments on the debt obligations bear a relationship to the debt instruments held by the entity. 

Assuming that all of the provisions of the sale and servicing agreement and the trust agreement, as in effect on the date of issuance, are complied 
with, Tax Counsel is of the opinion that neither the trust fund nor any portion of the trust fund will be a taxable mortgage pool under Section 7701(i) of die 
Code because payments on each loan group support only one class of indebtedness. 

The opinion of Tax Counsel is not binding on the IRS or the courts. If the IRS were to contend successfully (or future regulations were to 
provide) that the arrangement created by the sale and servicing agreement and the trust agreement is a taxable mortgage pool, the arrangement would be 
subject to U.S. federal corporate income tax on its taxable income generated by ownership of the mortgage loans. That a tax might reduce amounts 
available for distributions to beneficial owners of [Class [ 1] Notes. The amount of the tax would depend upon whether distributions to beneficial owners 
of [Class [ ]] Notes would be deductible as interest expense in computing the taxable income of that arrangement as a taxable mortgage pool. 
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Foreign Investors 

In general, subject to certain exceptions, interest (including OID) paid on a Note to a nonresident alien individual, foreign corporation or other 

non-United States person is not subject to U.S. federal income tax, provided that the interest is not effectively connected with a trade or business of the 

recipient in the United States and the Note Owner provides the required foreign person information certification. See "Material Federal Income Tax 

Consequences --Tax Treatment of Foreign Investors" in the prospectus. 

Interest paid (or seemed) to a noteholder who is a non-U.S. Person will be considered "portfolio interest" and generally will not be subject to 

United States federal income tax and withholding tax, provided, that (i) the interest is not effectively connected with the conduct of a trade or business 

within the United States by the non-U.S. Person, (ii) the non-U.S. Person provides the trust fund or other person who is otherwise required to withhold 

U.S. tax with respect to the Note with an appropriate statement (on Form W-8 or other similar form), signed under penalties of perjury, certifying that the 

beneficial owner of the Note is a foreign person and providing that non-U.S. person's name and address. If a Note is held through a securities clearing 

organization or certain other financial institutions, the organization or institution may provide the relevant signed statement to the withholding agent; in 

that case, however, the signed statement must be accompanied by a Form W-8 or substitute form provided by the non-U.S. Person that owns that interest 

in the mortgage loan. If the interest does not constitute portfolio interest, then it will be subject to U.S. federal income and withholding tax at a rate of 

30%, unless reduced or eliminated under an applicable tax treaty and the non-U.S. Person provides the Trust Fund, or an organization or financial 

institution described above, with an appropriate statement (e.g., a Form 1001), signed under penalties of perjury, to that effect. 

Final regulations dealing with backup withholding and information reporting on income paid to foreign persons and related matters (the "New 

Withholding Regulations") were published in the Federal Register on October 14, 1997. In general, the New Withholding Regulations do not significantly 

alter the substantive withholding and information reporting requirements, but do unify current certification procedures and forms and clarity reliance 

standards. The New Withholding Regulations generally will be effective for payments made after December 31, 2000, subject to certain transition rules. 

The discussion above does not take the new withholding regulations into account. Prospective non-U.S. persons who 01411 interests in mortgage loans 

are strongly urged to consult their own tax advisor -with respect to the new withholding regulations. 

If the interests of the beneficial owners of [Class [I]  Notes were deemed to be partnership interests, the partnership would be required, on a 

quarterly basis, to pay withholding tax equal to the product, for each foreign partner, of the foreign partner's distributive share of "effectively connected" 

income of the partnership multiplied by the highest rate of tax applicable to that foreign partner. In addition, a corporate foreign partner would be subject 

to branch profits tax. Each non- foreign partner would be required to certify to the partnership that it is not a foreign person. The tax withheld from each 

foreign partner would be credited against the foreign partner's U.S. income tax liability. 

In addition, the interest paid on Notes could be subject to a 30% withholding tax (or lower treaty rate) either because the interest on the mortgage 

loans does not appear to satisfy the requirements to be treated as "portfolio interest" under the Code, or because, even if the mortgage loan interest were to 

be treated as portfolio interest, interest payments on the Notes could be treated as "guaranteed payments" within the meaning of the partnership provisions 

of the Code. 

If the trust fund were taxable as a corporation, distributions to foreign persons, to the extent treated as dividends, would generally be subject to 

withholding at the rate of 30%, unless the rate were reduced by an applicable tax treaty. 

Backup Withholding 

Certain beneficial owners of [Class [ ]] Notes may be subject to backup withholding at the rate of 31% with respect to interest paid on the Notes 

if the Note Owner, upon issuance, fails to supply the indenture trustee or his broker with his taxpayer identification number, furnish an incorrect taxpayer 

identification number, fail to report interest, dividends, or other "reportable payments" (as defined in the Code) properly, or, under certain circumstances, 

fail to provide the indenture trustee or Ins broker with a certified statement, under penalty of perjury, that he is not subject to backup withholding. 

The indenture trustee will be required to report annually to the IRS, and to each noteholder of record, the amount of interest paid (and OID 

accrued, if any) on the Notes (and the amount of interest withheld for U.S. federal income taxes, if any) for each calendar year, except as to exempt 

holders (generally, holders that are corporations, certain tax- exempt organizations or nonresident aliens who provide certification as to their status as 

nonresidents). As long as the only "noteholder" of record is Cede & Co., as nominee for DTC, beneficial owners of [Class [ ]] Notes and the IRS will 

receive tax and other information including the amount of interest. paid on the Notes owned from participants and indirect participants rather than from the 

indenture trustee. (The indenture trustee, however, will respond to requests for necessary information to enable participants, indirect participants and 

certain other persons to complete their reports.) Each non-exempt Note Owner will be required to provide, under penalty of perjury, a note on IRS Form 

W-9 containing his or her name, address, correct federal taxpayer identification number and a statement that he or she is not subject to backup 
withholding. Should a nonexempt Note Owner fail to provide the required certification, the participants or indirect participants (or the paying agent) will 

be required to withhold 31% of the interest (and principal) otherwise payable to the holder, and remit the withheld amount to the IRS as a credit against 

the holder's federal income tax liability. 
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As previously mentioned, the New Withholding Regulations were published in the Federal Register on October 14, 1997 and are generally 

effective for payments made after December 31, 2000, subject to certain transition rules. The discussion above does not take the new withholding 

regulations into account. Prospective non-U.S. persons who own regular notes are strongly urged to consult their own tax advisor with respect to the 

new withholding regulations. 

State Taxes 

The depositor makes no representations regarding the tax consequences of purchase, ownership Or disposition of the Notes under the tax laws of 

any state. Investors considering an investment in the Notes should consult their own tax advisors regarding the tax consequences. 

All investors should consult their own tax advisors regarding the federal, state, local or foreign income tax consequences of the purchase, 

ownership and disposition of the notes, 

ERISA CONSIDERATIONS 

Fiduciaries of employee benefit plans and certain other retirement plans and arrangements that are subject to ERISA or corresponding provisions 

of the Code, including individual retirement accounts and annuities, Keogh plans and collective investment funds in which the plans, accounts, annuities or 

arrangements are invested, persons acting on behalf of a plan, or persons using the assets of a plan, SHOULD review carefully with their legal advisors 

whether the purchase or holding of the Notes could either give rise to a transaction that is prohibited under ER1SA or the Code or cause the collateral 

securing the Notes to be treated as plan assets for purposes of regulations of the Department of Labor in 29 C.F.R. 2510.3-101 (the "Plan Asset 

Regulation"). 

Prohibited Transactions 

General. Section 406 of ERISA prohibits parties in interest or disqualified persons with respect to a plan from engaging in certain transactions 

(including loans) involving a plan and its assets unless a statutory, regulatory or administrative exemption applies to the transaction. Section 4975 of the 

Code imposes certain excise taxes (or, in some cases, a civil penalty may be assessed under section 502(i) of ERISA) on parties in interest Or disqualified 

persons which engage in non-exempt prohibited transactions. 

Plan Asset Regulation and The Notes. The United States Department of Labor has issued the Plan Asset Regulation concerning the definition of 

what constitutes the assets of the plan for purposes of ERISA and the prohibited transaction provisions of the Code. The Plan Asset Regulation describes 

the circumstances under which the assets of an entity in which a plan invests will be considered to be 'plan assets" such that any person who exercises 

control over the assets would be subject to ERISA' s fiduciary standards. Under the Plan Asset Regulation, generally when a plan invests in another entity, 

the plan's assets do not include, solely by reason of the investment, any of the underlying assets of the entity. However, the Plan Asset Regulation provides 

that, if a plan acquires an "equity interest" in an entity, the assets of the entity will be treated as assets of the plan investor unless certain exceptions not 

applicable here apply. 

Under the Plan Asset Regulation, the term "equity interest" is defined as any interest in an entity other than an instrument that is treated as 

indebtedness under "applicable local law" and which has no "substantial equity features." If the Notes are not treated as equity interests in the issuer for 

purposes of the Plan Asset Regulation, a plan's investment in the Notes would not cause the assets of the issuer to be deemed plan assets. However, the 

issuer, the master servicer, a servicer, the indenture trustee and the underwriter may be the seller of or investment advisor with respect to one or more 

plans. Because they may receive certain benefits in connection with the sale of the Notes, the purchase of Notes using plan assets over which any of them 

has investment authority might be deemed to be a violation of the prohibited transaction rules of ERISA and the Code for which no exemption may be 

available. 
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The Notes may not be purchased with the assets of a plan if the issuer, the master seivicer, a servicer, the indenture trustee, the underwriter or any 

of their respective affiliates: 

• has investment or administrative discretion with respect to the plan assets; 

• has authority or responsibility to give, or regularly gives, investment advice with respect to the plan assets, for a fee and in accordance with an 

agreement or understanding that the advice; 

• will serve as a primary basis for investment decisions with respect to the plan assets; and 

• will be based on the particular investment needs for the plan; or is an employer maintaining or contributing to the plan. 
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If the Notes are deemed to be equity interests in the issuer, the issuer could be considered to hold plan assets because of a plan's investment in 

the Notes. In that event, the master servicer and other persons exercising management or discretionary control over the assets of the issuer may be deemed 

to be fiduciaries with respect to investing plans and thus subject to the fiduciary responsibility provisions of Title 1 of ERISA, including the prohibited 

transaction provisions of section 406 of ERISA, end section 4975 of the Code with respect to transactions involving the issuer's assets. We cannot assure 

you that any statutory, regulatory or administrative exemption will apply to all prohibited transactions that might arise in connection with the purchase or 

holding of a equity interest in the issuer by a plan. 

Without regard to whether the Notes are considered to be equity interests in the issuer, certain affiliates of the issuer or the master servicer might 

be considered or might become parties in interest or disqualified persons with respect to a plan. In either case, the acquisition or holding of Notes by or on 

behalf of the plan could be considered to give rise to an indirect prohibited transaction within the meaning of ERISA and the Code, unless it is subject to 

one or more exemptions such as Prohibited Transaction Class Exemption ("PTCE") 84-14, which exempts certain transactions effected On behalf of a plan 

by a "qualified professional asset manager;" PTCE 90-1, which exempts certain transactions involving insurance company pooled separate accounts; 

PTCE-91-38, which exempts certain transactions involving bank collective investment funds; PTCE 95-60, which exempts certain transactions involving 

insurance company general accounts; or PTCE 96-23, which exempts certain transactions effected on behalf of a plan by certain "in-house asset 

managers." Each purchaser or transferee of a Note that is a plan investor shall be deemed to have represented that the relevant conditions for exemptive 

relief under at least one of the foregoing exemptions have been satisfied. 

The sale of Notes to a plan is in no respect a representation by the issuer or the underwriter that this investment meets all relevant legal 

requirements with respect to investments by plans generally or any particular plan, or that this investment is appropriate for plans generally or any 

particular plan. 

Any plan investor proposing to invest in the notes should consult with its counsel to confirm that the investment will not result in a prohibited 

transaction that is not subject to an exemption and will satisfy the other requirements of ER MA and the code applicable to plans. 

LEGAL INVESTMENT CONSIDERATIONS 

Although, as a condition to their issuance, the [Class [Ii  Notes will be rated in the highest rating category of each of the Rating Agencies, the 

[Class [ )] Notes will not constitute "mortgage related securities" for purposes of the Secondary Mortgage Market Enhancement Act of 1984, because not 

all of the mortgages securing the mortgage loans are first mortgages. Accordingly, many institutions with legal authority to invest in comparably rated 

securities based on first mortgage loans may not be legally authorized to invest in the [Class [ 1] Notes, which because they evidence interests in a pool 

that includes junior mortgage loans are not "mortgage related securities" under SIvIMEA. See "Legal Investment" in the prospectus. 

UNDERWRITING 

Under the underwriting agreement, dated [ ], 200[ ], between the depositor and [ ] ("[ ]"), [which is an affiliate of the depositor, the seller and the 

master seivicer,] the depositor has agreed to sell to [ ), and [ ] has agreed to purchase from the depositor, the [Class [ 11 Notes. 
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Pursuant and subject to the underwriting agreement, [ ] has agreed to purchase all the [Class [II  Notes if any of the [Class [I]  Notes are 

purchased. 

The depositor has been advised by [ 1 that it proposes initially to offer .  the [Class [ ]] Notes to the public in Europe and the United States at the 

offering price on the cover page and to certain dealers at the offering price less a discount not in excess of [ 1% of the Note denominations. [ ] may allow 

and the dealers may reallow a discount not in excess of [ ]% of the Note denominations to certain other dealers. After the initial public offering, the 

public offering price, the concessions and the discounts may be changed. 

Until the distribution of the [Class [ ]] Notes is completed, rules of the Securities and Exchange Commission may limit the ability of [ ] and 

certain selling group members to bid for and purchase the [Class [ ]1 Notes. As an exception to these rules, [ ] is permitted to engage in certain 

transactions that stabilize the price of the [Class [ ]] Notes. Stabilizing transactions consist of bids or purchases for the purposes of pegging, fixing or 

maintaining the price of the [Class [ ]] Notes. In general, purchases of a security for the purpose of stabilization or to reduce a short position could cause 

the price of the security to be higher than it might be in the absence of stabilizing purchases. Neither the depositor nor [ ] makes any representation or 

prediction as to the direction or magnitude of any effect that the stabilizing transactions may have on the prices of the Notes. In addition, neither the 

depositor nor [ ] makes any representation that [ ] will engage in stabilizing transactions or that stabilizing transactions, once commenced, will not be 

discontinued without notice. 

The underwriting agreement provides that the depositor will indemnify [ J against certain civil liabilities, including liabilities under the Act. 

After the initial distribution of the notes offered hereby, this prospectus and prospectus supplement may be used by FTN Financial Securities 

Corp., an affiliate of the depositor, the seller and the master servicer, in connection with market making transactions in such notes. FIN Financial 
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Securities Corp. may act as principal or agent in these transactions. These transactions will be at market mices at the time of sale and not at the prices of 

the initial offering. 

LEGAL MATTERS 

Certain legal matters with respect to the Notes will be passed on for the depositor by Andrews Kurth LLP, Dallas, Texas. [ ], will pass on certain 

legal matters on behalf of the underwriters. 

EXPERTS 

[The consolidated financial statements of Note Insurer and subsidiaries, as of [month] [day], [year] and [year] and for each of the years in the 

[number]-year period ended [month] [day], [year], are incorporated by reference in this prospectus supplement and in the registration statement in reliance 

upon the report of [ ], independent certified public accountants, incorporated by reference in this prospectus supplement, and on the authority of that firm 

as experts in accounting and auditing.] 

RATINGS 

ltis a condition to the issuance of the Class [ ] [and Class [ ]] Notes that they [each] be rated [ ] by [Rating Agency] and [ ] by [Rating 

Agency] (each a "Rating Agency"). 

A securities rating addresses the likelihood of the receipt by noteholders of distributions on the mortgage loans. The rating takes into 

consideration the characteristics of the mortgage loans and the structural and legal aspects associated with the [Class [ 1] Notes. The ratings on the [Class 

[ 1] Notes do not, however, constitute statements regarding the likelihood or frequency of prepayments on the mortgage loans or the possibility that 

noteholders might realize a lower than anticipated yield. The ratings on the [Class [ ]] Notes do not address the likelihood of the receipt by noteholders of 

Basis Risk Carryforward. 

[The ratings assigned to the [Class [ ]] Notes will depend primarily upon the financial strength of the Note Insurer. Any reduction in a rating 

assigned to the financial strength of the Note Insurer below the ratings initially assigned to the [Class [ ]] Notes may result in a reduction of one or more 

of the ratings assigned to the [Class [ ]] Notes,] 

A securities rating is not a recommendation to buy, sell or hold securities and may be subject to revision or withdrawal at any time by the 

assigning sating organization. Each securities rating SHOULD be evaluated independently of similar ratings on different securities. 

The depositor has not requested a rating of the [Class [ ]] Notes by any rating agency other than the Rating Agencies; however, we cannot 

assure you that no other rating agency will rate the [Class [ ]] Notes or, if it does, what rating would be assigned by another rating agency. The rating 

assigned by another rating agency to the [Class [ ]] Notes could be lower than the respective ratings assigned by the Rating Agencies. 
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	 42 
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	 52 

"Transfer Deposit Amount" 
	 51 
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	 58 
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$1  
(Approximate) 

First Tennessee Bank National Association 
Seller and Master Service, 

First Horizon Home Equity Loan Trust 200[Th 
Issuer 

Revolving Home Equity Loan Asset-Backed Notes, Series 200[ _]-L] 

Prospectus Supplement 
i,200[ ] 

[UNDERWRITER] 

You should rely only on the information contained or incorporated by reference in this prospectus supplement and the accompanying prospectus. 

We have not authorized anyone to provide you with different information. 

We are not offering the Series 200[ ]-[ ] Revolving Home Equity Loan Asset Backed Notes in any state where the offer is not permitted, 

Dealers will deliver a prospectus supplement and prospectus when acting as underwriters of the Series 200[ ]-[ ] Revolving Home Equity Loan 

Asset Backed Notes and with respect to their unsold allotments or subscriptions. In addition, all dealers selling the Series 200[ ]-[ ] Revolving Home 

Equity Loan Asset Backed Notes will be required to deliver a prospectus supplement and prospectus until [I,  200[ 1. 

1, 2004 
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The information in this Prospectus is not complete and may be changed. We may not sell these securities until the Registration Statement tiled with the 
• Securities and Exchange Commission is effective. This Prospectus is not an offer to sell these securities and we are not soliciting offers to buy these 

securities in any state where the offer or sale is not permitted. 

Prospectus Supplement (to Prospectus dated 

SUBJECT TO COMPLETION; DATED MAY 23, 2005 

(Approximate) 

First Horizon ABS Trust 200[1-f 
as Issuer 

First Horizon ABS Notes, Series 2001 I-I ] 
Payments payable monthly commencing in [] 2001 I 

First Tennessee Bank National Association, 	 First Horizon Asset Securities Inc., 
as Seller and Servieer 	 as Depositor 

Per Note 

Principal 
Balance 

Note 
Rate (1)  

LIBOR -I-[ ] % 

Price to 
Public  

Underwriting 
Discount  

] 

Proceeds to the 
Depositor (2) 

	 1 

      

(1) Variable, as desciibed in this prospectus supplement. 

(2) Before deducting expenses, payable by the depositor, estimated to be $1 ]. 

The notes are being offered pursuant to this prospectus supplement and the accompanying prospectus. 

You should carefully consider the risk 
factors beginning on page S-[] of this 
prospectus supplement and onpage[ ] of 
the accompanying prospectus. 

The assets of the trust will include primarily a pool of adjustable rate home equity line of credit loans. The 
notes will be secured by the assets of the trust. The notes currently have no trading market. The notes are 
obligations of the trust only and are not obligations of any other person. Credit enhancement will be 
provided in the form of excess interest, overcollateralization and a financial guaranty insurance policy issued 
by [Note Insurer]. The remaining tenns to maturity of the loans will range from [ ] to [I  months. 

[NOTE INSURER LOGO] 

This prospectus supplement and the accompanying prospectus may be used by FTN Financial Securities Corp. in connection with offers 
and sales of the notes in market-making transactions. 

The SEC and state securities regulators have not approved or disapproved of these securities or determined if this prospectus 
supplement or the prospectus is truthful or complete, Any representation to the contrary is a criminal offense. 

The notes will be offered by [Underwriter] from time to time to the public at the offering price listed in the table above and [Underwriter] will 
receive the underwriting discount listed above. See "Underwriting" in this prospectus supplement. Delivery of the notes, in book-entry form, will be made 

through The Depository Trust Company against payment in immediately available funds on or about [I,  200[ ]. 
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[UNDERWRITER] 

Prospectus Supplement dated [ ], 200[ ] 

Important notice about information presented in this 

prospectus supplement and the accompanying prospectus: 

We provide infonnotion to you about the notes offered by this prospectus supplement in two separate documents that progressively provide more 

detail: (1) the accompanying prospectus, which provides general information, some of winch may not apply to your notes; and (2) this prospectus 

supplement, which describes the specific terms of your notes. 

You should rely only on the information contained or incorporated by reference in this prospectus supplement and the accompanying prospectus. 

We have not authorized anyone to provide you with different information. 

We are not offering the notes in any state where the offer is not permitted. We do not claim that the information in this prospectus supplement 

and prospectus is accurate as of any date other than the dates stated on their respective covers. 

We include cross-references in this prospectus supplement and the accompanying prospectus to captions in these materials where you can find 

further related discussions. The following table of contents and the table of contents included in the accompanying prospectus provide the pages on which 

these captions are located. 

After the initial distribution of the notes offered hereby, this prospectus and prospectus supplement may be used by FIN Financial Securities 

Corp. :  an affiliate of the depositor, the seller and the servicer, in connection with market making transactions in such notes. FIN Financial Securities 

Corp. may act as principal or agent in these transactions. Certain information in this prospectus supplement may be updated from time to time in 

connection with transactions in which FTN Financial Securities Corp. acts as a market maker. 
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SUMMARY 

This summary highlights selected information from this document and does not contain all of the information that you need to consider in 
making your investment decision. To understand all of the terms of the offering of the securities, read carefully this entire document and the accompanying 

prospectus, 

The Trust 

First Horizon ABS Trust 200[ ] -[ ] will be created pursuant to a trust agreement, as amended and restated, between the depositor and the owner trustee. 
The trust will own a pool of home equity line of credit loans including the outstanding balances as of the cut-off date and any additional outstanding 
balances generated under those loans. The trust will issue securities, referred to as the notes, on [ I, 200[ ]. 

The Seller and Scilicet' 

First Tennessee Bank National Association 

We refer you to "The Seller and Service,-" in this prospectus supplement for more detail. 

The Depositor 

First Horizon Asset Securities Inc. 

We refer you to "The Depositor" in the prospectus. 

The Indenture Trustee and Administrator 

The Bank of New York 

The Owner True-tee 
RFJN_EX 1800000240 
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Wilmington Trust Company 

- The Note Insurer 

[Note Insurer] 

We refer you to "The Note Insurer" and "Description of the Notes—The Policy" in this prospectus supplement for more detail. 

Cut-Off Date 

[ ], 200[ ]. 

Trust Property 

The property of the trust will include: 

• a pool of adjustable rate home equity line of credit loans made or to be made in the future under home equity line of credit loan agreements, and 

secured primarily by first and second lien deeds of trust or mortgages on residential properties that are primarily one- to four-family properties. We 

sometimes refer to these home equity line of credit loan agreements as mortgage loans or home equity lines of credit 

• payments on the mortgage loans received after the cut-off date. 

• any additions to the loan balances of the mortgage loans dining the life of the trust. 

• property that secured a mortgage loan which has been acquired by foreclosure or deed in lieu of foreclosure. 

• the benefit of the financial guaranty insurance policy. 

• rights of the depositor under the purchase agreement by which the seller setts the mortgage loans to the depositor. 

• benefits under any hazard insurance policies coveting the mortgaged properties, 

• amounts on deposit in certain accounts. 

• all proceeds from the items above. 

The Mortgage Loans 

On or before [1.  200( [,the trust will acquire a pool of mortgage loans. The information below is based on the pool of mortgage loans as it existed on [ I, 

200[]. 

• number of mortgage loans: [I 

• aggregate principal balance: $( ] 

• average principal balance: $[ ] 

• range of credit limits: $[ ] to $[ ] 

• average credit limit: $[ ] 

• range of remaining terms to stated maturity: [ ] months to [ ] months 

• weighted average remaining term to stated maturity: [ ]months 

• current loan rate per annum range: [ j% to [ ]% 

• weighted average current loan rate per amuun: [ ]% 
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8 -5 

• range of margins: [ I% to I% 

• weighted average margin: [ ]% 

• credit limit utilization rate range: [ 	to [ ]% 

• weighted average credit limit utilization rate: [ I% 

• weighted average original combined loan-to value ratio: [ I% 

We refer you to "The Seller and Servicer" and "Description of the RELOCs" in this prospecms supplement for more detail. 

Each mortgage loan contains a feature that permits the related borrower to lock the loan rate at a fixed rate with respect to all or a portion of the principal 

balance thereof at certain times during the term of the mortgage loan. 

Payments to Noteholders 

You will be entitled to receive payments of interest each month starting in [ ] 200[ ]. The amount of principal you will be entitled to receive will vary 

depending on a number of factors, including the payments and new draws on the mortgage loans. Each month the indenture trustee will calculate the 

amounts to be paid to the noteholders. If you hold a note on the day preceding a payment date, or if the notes are no longer book-entry securities, the last 

day of the month preceding a payment date, you will be entitled to receive payments on the next payment date. The payment date will be the 25th day of 

each month or, if that day is not a business day, the next succeeding business day. 

Interest Periods 

Interest for the first payment date will accrue on the unpaid principal balance of the notes at the applicable rate from the closing date through the day 

before the first payment date. After the first payment date, interest will accrue from and including the preceding payment date to but excluding the current 

payment date. Interest will be calculated on the basis of the actual number of days in each interest period divided by 360. 

Application of Collections 

Interest 

On each payment date, after payment of the servicing fee, the portico of interest collections on the mortgage loans received during the preceding calendar 

month, that is allocated to noteholders will be applied in the following order of priority: 

1. to the indenture trustee, the indenture trustee fee; 

2. to the note insurer, the premium due for the policy; 

3. to the noteholders, accrued interest and any overdue accrued interest on the notes, to the extent described under "Description of the Notes—

Payments"; 

4. to the noteholders, as a payment of principal, the noteholders' portion of charge-offs incurred during the preceding calendar month, and the 

noteholders' portion of charge-offs incurred during previous periods that were not subsequently funded by the noteholders' portion of interest 

collections, overcollateralization or draws under the policy; 

5. to the note insurer, as reimbursement for prior draws made under the policy; 

6. to the noteholders, as a payment of principal, the amount necessary to build the overcollateralization to the required level; 

7. to the note insurer, any other amounts owed to the note insurer pursuant to the insurance agreement; 

8. to the noteholders, any carryover interest amounts from prior periods when the amount of interest paid on the notes was limited to the weighted 

average of the loan rates minus certain fees; and 
REJN_EX 1800000242 
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9. to the owner of the transferor interest. 

Principal 

During the period from the first payment date through the payment date in [I  200[ [,the amount of principal collections to be paid to noteholders as a 
payment of principal will equal the excess, if any, of all principal collections on the mortgage loans received during the preceding calendar month over the 
amoimt of all additional balances drawn under the mortgage loans during the preceding calendar month. On every payment date after the payment date in [ 
] 200[ ], all principal collections on the mortgage loans received dining the preceding calendar month will be paid to noteholders as a payment of 
principal. However, the amount of principal collections on the mortgage loans paid on the notes on any payment date will be reduced if the amount of 
overcollateralization exceeds the required level of overcollateralization. 

S-6 

Notwithstanding the above, noteholders may be entitled to all principal collections prior to the 61st month if any of the events included in the definition of 
"Rapid Amortization Event" occur. 

We refer you to "Description of the Notes—Payments" in this prospectus supplement jbr more detail. 

Maturity Date 

February 25, 2034 

We expect that the actual final payment date for the notes will be significantly earlier than the maturity date. 

Termination of Trust 

The trust will terminate on the payment date following the earliest of (i) the payment date occurring in [ 1, (ii) the final payment or other liquidation of the 
last mortgage loan in the trust and (iii) the seivicer's exercise of its right to repurchase the mortgage loans as described under "Optional Termination". 

Credit Enhancement 

Overcollateralization and Excess Interest 

The application of the payments on the mortgage loans to the holders of the notes has been structured to create overcollateralization On the closing date 
the overcollateralization will be zero and is expected to build to the required amount after the notes have been issued. 

The noteholders' portion of interest payments on the mortgage loans is expected to exceed the amount of interest due and payable on the notes. A portion 
of this excess will be applied as payments of principal on the notes. This will result in a limited acceleration of principal payments on the notes relative to 
the amortization of the mortgage loans, thereby creating overcollateralization for the notes. Once the required level of overcollateralization is reached, the 
application of the excess payments will cease, until it is again needed to maintain the required level of overcollateralization. 

The required level of overcollateralization is based on certain minimum and maximum levels of overcollateralization and on the performance of the 
moitgage loans. As a result, the level of required overcollateralization will change over time. 

For example, an increase in the required level of overcollateralization will result if the delinquency or default experience on the mortgage loans exceeds 
certain set levels. In that event, amortization of the notes would be accelerated until the level of overcollateralization reaches its required level. 

We refer you to "Maturity and Prepayment Considerations" and "Description of the Notes" in this prospectus supplement for more detail. 

The Policy 

[Note Insurer] will issue a financial guaranty insurance policy for the benefit of the noteholders, which we refer to herein as the policy. The policy will 
unconditionally and irrevocably guarantee payment of accrued and unpaid interest due on the notes on each payment date, plus principal on the notes, as 
described below. The policy will not guarantee any payments of interest in excess of the maximum rate. 

On each payment date, the indenture trustee will calculate to what extent the funds available to make the payments of principal and interest are insufficient: 
to (i) pay accrued interest on the notes, subject to the maximum rate, or (ii) investor charge off amounts not covered by the noteholders' portion of interest 
collections or overcollateralization. If an insufficiency exists and it is covered by the policy, then the indenture trustee will make a draw on the policy. In 
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addition, the policy will guarantee the full payment of the note principal balance on the payment date occurring in [ 1. 

We refer you to "Description of the Notes--The Policy" in this prospectus supplement for ',lore detail 

Optional Termination 

On any payment date on or after the date on which the outstanding principal balance of the notes (after all pnncipal payments on such payment date) is 

reduced to an amount less than or equal to 10% of the outstanding principal balance of the notes at the close of business on the day the notes are issued, the 

servicer will have the option of purchasing the mortgage loans, which will have the effect of redeeming the notes, 

5-7 

We refer you to "Description of the Notes—Optional Termination" in this prospectus supplement and "The Agreements—Termination; Optional 

Termination" in the prospectus. 

Registration ot Notes 

We will issue the notes in book-entty form. You will hold your interests either through a depository in the United States or through one of two 

depositories in Europe. While the notes are book-entry they will be registered in the name of the applicable depository, or in the name of the depository's 

nominee. Transfers within any depository system will be made in accordance with the usual rules and operating procedures of that system. Cross-market 

transfers between two different systems may be made through a third-party bank anchor the related depositories. The limited circumstances under which 

definitive notes will replace the book-entry notes are described in this prospectus supplement. 

We refer you to "Risk Factors—Consequences of Owning Book-Entry Notes", "Description of the Notes—Book-Enby Notes" and "Annex I" in this 

prospectus supplement for more detail. 

Federal Income Tax Consequences 

In the opinion of McKee Nelson LLP, for federal income tax purposes, the notes will be characterized as indebtedness, and the trust will not be 

characterized as an association, publicly traded partnership taxable as a corporation, or as a taxable mortgage pool. Each holder of a note, by the 

acceptance of a note, will agree to treat the security as indebtedness for federal, state and local income and franchise tax purposes. 

We refer you to "Federal Income Tax Consequences" and "State Tos. Consequences" in this prospectus supplement concerning the application p 

federal, state and local tax laws. 

ERISA Considerations 

Subject to the considerations and conditions described under "ERISA Considerations" in this prospectus supplement and the prospectus, the notes may be 

transferred to an employee benefit or other plan or arrangement subject to the Employee Retirement Income Security Act of 1974, as amended, or to 

Section 4975 of the Internal Revenue Code of 1986, as amended. 

We refer you to "ERNA Considerations" in this prospectus supplement and in the prospectus. 

Legal Investment Considerations 

The Secondary Mortgage Market Enhancement Act of 1984 defines "mortgage related securities" to include only first-lien mortgages. Because the pool of 

mortgage loans owned by the trust includes second-lien mortgage loans, the notes will not be "mortgage related securities" under that definition. Some 

institutions may be limited in their legal investment authority to only first-lien mortgages or "mortgage related sectuities" and will be unable to invest in 

the notes. 

We refer you to "Legal Investment Considerations" in this prospectus supplement and "Legal Investment" in the prospectus for more detail. 

Note Rating 

Before the notes can be issued, the owner trust must obtain ratings on the notes of: 

• "AAA" by Standard & Poor's, a division of The McGraw-Hill Companies, Inc. 

• "Ann" by Moody's Investors Service, Inc. 
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Ratings such as the ratings obtained for the notes address credit risk. When evaluating credit risk, the rating agencies evaluate the likelihood of whether or 

not you will receive your interest and principal payments. Credit risk does not relate to the likelihood of prepayments on the mortgage loans. Prepayments 

affect the timing of your payments, such that your actual return could differ substantially from your anticipated return on your investment. The ratings do 

not address any payments of interest that could accrue if the notes are subject to the maximum rate of interest. 

We refer you to "Risk Factors—Ratings on Notes Based Primarily on Claims-PayingA.bility of the Note Insurer" and "Rating" in this prospectus 

supplement for more detail. 

We refer you to "Risk Factors—Rating of the Securities Do Not Assure Their Payment" and "Rating" in the prospectus. 

S-S 

RISK FACTORS 

You should carefully consider the following risk factors prior to any purchase of notes. You should also carefully consider the information set 

forth under "Risk factors" in the prospectus. 

Notes May Not Be Appropriate Investments For Some 
	The notes may not be an appropriate investment for you if you do not have sufficient 

Investors 	 resources or expertise to evaluate the particular characteristics of the notes. This may be 

the case because, among other things: 

• if you purchase your notes at a price other than par, your yield to maturity will be sensitive 

to the uncertain rate and timing of principal prepayments on the mortgage loans; 

• the notes may be inappropriate investments for you if you require a distribution of a 

particular amount of principal on a specific date or an otherwise predictable stream of 

distributions because the rate of principal distributions on, and the weighted average lives of, 

the notes will be sensitive to the uncertain rate and timing of principal payments and draws 

on the mortgage loans; 

• you may not be able to reinvest the principal amounts paid on your notes, which in general 

are expected to be greater during periods of relatively low interest rates, at a rate that is as 

high as the interest rate on the notes or your expected yield; and 

• unless a secondary market for the notes develops, the notes may be illiquid investments. 

You should also carefully consider the further risks discussed below and under the 

heading "Maturity and Prepayment Considerations" in this prospectus supplement and 

under the heading "Risk Factors" in the prospectus. 

Geographic Concentration Increases Risk That the Yield 
on the Notes May Be Impaired 

One risk associated with investing in notes backed by mortgage loans is created by any 

concentration of the related mortgaged properties in one or more geographic regions. If 

the regional economy or housing market of any state (or other region) having a significant 

concentration of the properties underlying the mortgage loans weakens, the mortgage 

loans related to properties in that region may experience high rates of loss and 

delinquency, resulting in losses to noteholders if the note insurer fails to perform under 

the policy. A region's economic condition and housing market may be adversely affected 

by a variety of events, including natural disasters such as earthquakes, hurricanes, floods 

and eruptions, and civil disturbances. The economic impact of any such events may also 

be felt in areas beyond the region immediately affected by the disaster or disturbance. The 

properties underlying the mortgage loans may be concentrated in these regions. Such 

concentration may result in greater losses to noteholders than those generally present for 

similar notes without such concentration. As of[ ], 200[ 1, approximately [ ]%, [ ]%, [1% 

and 1  1% of the loans were secured by mortgaged properties in California, Washington, 

Virginia and Maryland, respectively. A weakening of the economy of these states may 

result in increases in the loss and delinquency rate for mortgage loans concentrated in 

such areas and if the note insurer fails to perform under the policy, you may experience 

delays in payment or suffer a loss. 
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Cash Flow Limited in Early Years of Mortgage Loans 

The Failure to Deliver the Loan Documents and the 
Failure to Record the Assignments May Cause a Sale to 
the Depositor to be Ineffective 

Unless the borrower has elected to convert all or a portion of a mortgage loan to a fixed 
rate of interest, borrowers generally are not required to make monthly payments of 
principal during the draw period under the related credit line agreements, although 
minimum payments are required to at least equal, and may exceed, accrued interest and 
fees. Principal payments on the converted portion of a mortgage loan amortize over a 
period selected by the borrower, not to exceed the original maturity of the mortgage loan. 
As a result, collections on mortgage loans may vary. A substantial portion of the 
mortgage loans by outstanding principal balance as of the cut-off date may permit the 
related borrowers to extend their draw periods for one additional five year term, but in no 
event will the draw period for a mortgage loan extend more than 10 years beyond the cut-
off date. Collections on the mortgage loans may also vary due to seasonal purchasing and 
payment habits of borrowers. As a result there may be limited collections available to 
make payments to you and you may receive payments of principal more slowly than 
anticipated. 

Under the terms of a sale and servicing agreement, among the depositor, the servicer, the 
trust and the indenture trustee, so long as the seller's unsecured debt is assigned a 
mininnun rating of "Baa2" by Moody's Investor Service, Inc. and "BBB" by Standard and 
Poor's Ratings Services, a division of The McGraw-Hill Companies, Inc., the loan 
documents with respect to each home equity line of credit will be retained by the seller, 
and assignments of the related mortgage to the trust will not be recorded. Failure to 
deliver the documents to the indenture trustee will make the transfer of the home equity 
lines of credit potentially ineffective against a purchaser if a seller fraudulently or 
inadvertently resells a home equity line of credit to a purchaser who had no notice of the 
prior sale to the depositor and the transfer to the trust and who perfects its interest in the 
home equity lines of credit by taking possession of the documents. 

Each of the seller and the depositor have taken steps to structure the transfers of the home 
equity lines of credit from the seller to the depositor and the subsequent transfer of the 
home equity lines of credit to the trust as "true sales" of the loans. If however, for any 
reason, including the insolvency or bankruptcy of the seller or the depositor, the seller or 
the depositor is found not to have sold the home equity lines of credit, but is instead 
deemed to have made a pledge of the related home equity lines of credit to secure a loan, 
then the depositor, the trust and/or the indenture trustee will have a perfected security 
interest in the home equity lines of credit because the seller and the depositor have filed 
financing statements to perfect the depositor's and/or the trust's and/or the indenture 
trustee's security interest in the home equity lines of credit conveyed by the seller and the 
depositor and pledged by the trust. The UCC filings will not eliminate the foregoing risks 
with respect to the inadvertent or fraudulent assignment of mortgages securing the home 
equity lines of credit. 

The circumstances under which the seller would be required to prepare assignments and 
segregate mortgage notes in advance of delivery and the circumstances under which the 
seller would be required to deliver the mortgage notes and other documents related to 
each mortgage loan in each case are described in this prospectus supplement under 
"Description of HELOCs—Assignment of HELOCs." 

5 - 10 

The Servicer Has Limited Ability to Change the Terms 
of the Mortgage Loans 	 The serv cer may agree to changes in the terms of a mortgage loan if the changes: 

• do not materially and adversely affect the interest of the noteholders or the note insurer; and 
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• are consistent with prudent business practice. 

Interest Payable on the Notes and Interest Payable on 
the Mortgage Loans Differ 

In addition, the servicer, within certain limitations, may increase the credit limit and 
reduce the loan rate related to a mortgage loan. Any increase in the credit limit related to 

a mortgage loan could increase the combined loan-to-value ratio of that mortgage loan 

and, accordingly, may increase the likelihood and could increase the severity of loss in the 

event of a default under the mortgage loan. In addition, any reduction in the loan rate of a 
mortgage loan could reduce the excess cash flow available to absorb losses. 

We refer you to "The Servicing Agreement—Modifications to HELOCs" and "—Consent 

to Senior Liens" in this prospectus supplement. 

Interest payable on the mortgage loans may be insufficient to pay interest on the notes, 

which accrues on the basis of LIBOR plus [ ]%, subject to a cap based in part on the 

interest rates on the mortgage loans. Interest payable on the mortgage loans will accrue at 

either a variable rate based on the prime rate plus a designated margin, subject to 
maximum limitations on adjustments or, if the borrower has elected to convert the rate of 

interest applicable to all or a portion of the mortgage loan to a fixed rate, a fixed rate 

based upon the five-year treasury note rate, plus a margin, which fixed rate may be lower 

than the rate at which the notes accrue interest As a result, the notes may accrue less 

interest than they would accrue if the interest rate on the notes were based solely on 

LIBOR plus [ ]%. 

LIBOR and the prime rate may not respond to the same economic factors and there is no 

necessary correlation between them. In addition, the spread between LIBOR and any fixed 

rate locked in by a borrower will vary over time. Any reduction in the spread between 
LIBOR and the prime rate (and the applicable fixed rates of converted mortgage loans) 

will also reduce the amount of interest receipts on the mortgage loans that would be 

available to absorb losses and charge-offs allocated to the noteholders. In that event, if the 

overcollateralization were depleted and the note insurer failed to perform under the 
policy, you would experience a loss. 

In addition, if the spread between LIBOR and the prime rate is reduced or eliminated, the 

interest payable on the notes also may be reduced. If the sum of LIBOR plus [ ]% exceeds 

the maximum rate of interest allowed on the notes, such shortfalls will be paid to the 

noteholders only if amounts are available for such payment on a subsequent payment date 
and at a lower priority than interest is normally paid to the noteholders. Such shortfalls 

will not be guaranteed by the note insurer. 

Ratings on Notes Based Primarily on Claims-Paying 
Ability of the Note Insurer 

Limited Information Regarding Prepayment History 

The ratings on the notes depend primarily on the claims paying ability of the note insurer. 

Therefore, a reduction of the rating assigned to the claims-paying ability of the note 

insurer may have a corresponding reduction on the ratings assigned to the notes. A 
reduction in the rating assigned to the notes would reduce the market value of the notes 

and may affect your ability to sell them. The ratings on your notes address credit risk and 

do not address the likelihood of prepayments. 

We refer you to "Rating" in this prospectus supplement. 

All of the mortgage loans may be prepaid in whole or in part at any time. Neither the 

seller nor the servicer is aware of any publicly available studies or statistics on the rate of 

prepayment of home equity loans. Home equity loans usually are not viewed by borrowers 
as permanent financing and may experience a higher rate of prepayment than traditional 

mortgage loans. The trust's prepayment experience may be affected by a wide variety of 

factors, including: 
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• general economic conditions, 

• interest rates, 

• the availability of alternative financing, 

• homeowner mobility, and 

• changes affecting the ability to deduct interest payments on home equity lines of credit for 

Federal income tax purposes. 

Yield to Maturity of Notes May be Affected by 

Repurchases 

Consequences of Owning Book-Entry Notes 

In addition, substantially all of the mortgage loans contain due- on-sale provisions, which 

may affect the rate of prepayment. 

We refer you to "Maturity and Prepayment Considerations" in this prospectus 

supplement. 

The yield to maturity of the notes may be affected by certain repurchase requirements. 

The seller will be required to purchase mortgage loans from the trust in the event certain 

breaches of representations and warranties made by it have not been cured, The seller will 

also be required to randomly purchase from the trust or substitute a new mortgage loan 

for any mortgage loan as to which a borrower has converted all or a portion to a fixed rate 

mortgage loan to the extent the aggregate principal balance of the portions of the 

mortgage loans with fixed rates exceeds 10% of the then current aggregate principal 

balance of the mortgage loans. These purchases will have the same effect on the holders 

of the notes as a prepayment of the related mortgage loans. 

Limit on Liquidity of Notes. Issuance of the notes in book-entry form may reduce the 

liquidity of the notes in the secondary trading market since investors may be unwilling to 

purchase securities for which they cannot obtain physical notes. 

Limit onAbility to Transfer or Pledge. Since transactions in the notes can be effected 

only through DTC, Clearstream, Euroclear, participating organizations, indirect 

participants and banks, your ability to pledge your notes to persons or entities that do not 

participate in the DTC, Clearstream or Euroclear system or otherwise to take actions in 

respect of the notes, may be limited due to lack of a physical security representing the 

notes. 

Delays in Payments. As a beneficial owner, you may experience some delay in your 

receipt of payments of interest on and principal of your notes since payments will be 

forwarded by the trustee to DTC and DTC will credit payments to the accounts of its 

participants which will credit them to the accounts of the beneficial owners either directly 

or indirectly through indirect participants. 

We refer you to "Description of the Notes—Book-Emu Notes" in this prospectus 

supplement. 

S-12 

The effects of terrorist attacks and military action are 

not determinable The effects that possible future terrorist attacks or other incidents and related military 

action, 07 the military action by United States forces in Iraq and other regions, may have 

on the performance of the mortgage loans or on the values of the related mortgaged 

properties cannot be determined at this time. Investors should consider the possible effects 

of such incidents on delinquency, default and prepayment experience of the mortgage 

loans. Federal agencies and non-government lenders have and may continue to defer, 

reduce Or forgive payments and delay foreclosure proceedings in respect of loans to 

borrowers affected in some way by future attacks or other incidents and the related 

military action. 
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The current deployment of U.S. military reservists and members of the National Guard 

and any further such deployments may significantly increase the proportion of loans 

whose interest rates are reduced by application of the Servicemembers Civil Relief Act 

(the "Relief Act"). The Relief Act provides, generally, that a borrower who is covered by 

the Relief Act may not be charged interest on the related mortgage loan in excess of 6% 

annually during the period of the borrower's active duty. Under the Military Reservist 

Relief Act, which is a California statute, under certain circumstances, California residents 

called into active duty with the reserves can delay payments on mortgage loans for a 

period not to exceed 180 days, beginning with the order to active duty and ending 30 

days after release. Interest payable to holders of the certificates will be reduced by any 

reductions in the amount of interest not collectible as a result of the application of such 

Acts. These shortfalls are not required to be paid by the borrower at any future time. 

Neither the seller, the depositor or the master servicer is required to advance these 

shortfalls as delinquent payments, and such shortfalls are not covered by any form of 

credit enhancement on the certificates. Any reductions resulting from such Acts will be 

allocatedpro rata among the senior certificates and the subordinated certificates. 

In addition, legislation granting similar loan payment relief to certain persons not covered 

by the Relief Act has been proposed and may be enacted in various states. 

An Insolvency of the Seller May Delay, Accelerate or 

Reduce Payments on the Notes 

Mortgage Loans May Convert to Fixed Rates Which 

May Reduce the Yield on the Notes 

The Federal Deposit Insurance Corporation has special powers under the banking laws to 

take certain actions on the insolvency of the seller. The Federal Deposit Insurance 

Corporation has issued regulations surrendering certain rights under the Federal Deposit 

Insurance Act, as amended by the Financial Institutions Reform, Recovery and 

Enforcement Act of 1989, to reclaim, recover or recharacterize a financial institution's 

transfer of financial assets such as the home equity lines of credit if (i) the transfer 

involved a securitization of the financial assets and meets specific d conditions for 

treatment as a sate under relevant accounting principles, (ii) the financial institution 

received adequate consideration for the transfer at the time of the transfer, (iii) the parties 

intended that the transfer constitute a sale for accounting purposes and the relevant 

documentation reflects such intention and (iv) the financial assets were not transferred 

fraudulently, in contemplation of the financial institution's insolvency, or with the intent 

to hinder, delay or defraud the financial institution or its creditors. 

The seller's transfers of the home equity lines of credit and the agreements under which 

the seller made and makes those transfers are intended to satisfy all of these conditions. 

However, if the Federal Deposit Insurance Corporation were to assert a different position, 

or the related regulations were inapplicable, you might experience delays and/or 

reductions in payments on your notes. In addition, the Federal Deposit Insurance 

Corporation might have the right to repay the notes early and for an amount that may be 

greater or less than their principal balance. Under these circumstances, you may suffer a 

loss. Furthermore, the insolvency of the seller would result in the commencement of a 

rapid amortization event If a rapid amortization period occurs, you are likely to be repaid 

principal on your notes earlier than expected. 

We refer you to "Description of the HELOCs-Conservatorship and Receivership" in this 

prospectus supplement 

Although each of the mortgage loans in the mortgage pool is an adjustable rate mortgage 

loan, the borrower can convert all or a portion of the amount outstanding under a 

mortgage loan from an adjustable rate to a fixed rate as long as the borrower is current in 

payment on the borrower's mortgage loan. The maximum aggregate principal balance of 

the portion of the mortgage loans with respect to which the related borrower has made 

such an election that will be permitted to remain in the trust is 10% of the then current 

aggregate principal balance of the mortgage loans. The seller will be obligated to 

randomly purchase from the trust or substitute a new mortgage loan for converted 

mortgage loans representing an aggregate principal balance in excess of such 10%. The 

Exert rate on a converted loan may be lower than the interest rate on the notes. Since the 

interest rate on the notes may not exceed a rate based on the weighted average of the net 

mortgage loan rates, any conversion to a fixed rate of a mortgage loan that has not been 

purchased or substituted for by the seller may increase the likelihood that the interest rate 

on the notes will be subject to the maximum rate cap. See "Description of the HELOCs" 

and "Maturity and Prepayment Considerations" in this prospectus supplement. 
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S-13 

FORWARD-LOOKING STATEMENTS 

We caution you that certain statements contained in Or incorporated by reference in this prospectus supplement and the accompanying 

prospectus consist offorward-looking statements relating to fitture economic performance or projections and other financial items. These statements can 

be identified by the use of forward-looking words such as "may," "will," "should," "expects," 'believes," "anticipates," "estimates," or other 

comparable words. Forward-looking statements are subject to a variety of risks and uncertainties that could cause actual results to deer from the 

projected results. Those risks and uncertainties include, among others, general economic and business conditions', regulatory initiatives and compliance 

with governmental regulations, customer preferences, effects of prepayments, changes in interest rates and various other matters many of which are 

beyond our control. Because we cannot predict the future, what actually happens may be very different from what we predict in our forward-looking 

statements. 

THE TRUST 

General 

First Horizon ABS Trust 200[ ]- [ ] is a statutory trust formed under the laws of the State of Delaware by the trust agreement, dated as of [ I, 200( 

], between First Horizon Asset Securities Inc., the depositor, and Wilmington Trust Company for the transactions described in this prospectus supplement. 

The trust agreement constitutes the "governing instrument" under the laws of the State of Delaware relating to statutory trusts. After its formation, the trust 

will not engage in any activity other than (I) acquiring, holding and managing the trust property described below, (2) issuing the notes and the transferor 

interest, (3) making payments on the notes and the transferor interest and (4) engaging in other activities that are necessary, suitable or convenient to 

accomplish these purposes. 

The trust property will consist of. 

• each of the home equity lines of credit or "HELOC s" that are transferred by the depositor to the trust; 

• collections on the HELOCs received on or after [ 1, 200[ ] (the "Cut-Off Date"); 

• the outstanding balances as of the Cut-Off Date and any additional balances generated under the HELOCs; 

• mortgaged properties relating to the HELOCs that are acquired by foreclosure or deed in lieu of foreclosure; 

• the collection account and the distribution account, excluding, in each case, net earnings thereon; 

• the financial guaranty insurance policy issued by the Note Insurer (the "Policy"); 

• an assignment of the depositor's rights under the purchase agreement, including all rights of the depositor to purchase any additions to the loan 

balances of the HELOCs; 

• benefits under any hazard insurance policies covering the mortgaged properties; and 

• all proceeds from the items above. 

The trust's principal offices are located in Wilmington, Delaware, in care of; Wilmington Trust Company, as owner trustee, at Rodney Square 

North, 1100 North Market Street, Wilmington, Delaware 19890-0001. 

The trust will not acquire any assets other than the property described above. Because the trust will have no operating history upon its 

establishment and will not engage in any business other than the duties discussed above, no historical, pro forma financial statements, or ratios of earnings 

to fixed charges with respect to the trust have been included in this prospectus supplement. 

S-14 

[THE NOTE INSURER 
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[Note Insurer] (the "Note Insurer') has supplied the following information for inclusion in this prospectus supplement. No representation is 

made by the issuer or the underwriter as to the accuracy and completeness of this information. 

[NOTE INSURER] 

[Desciiption of Note Insurer, including financial information]] 

THE SELLER AND SERVICER 

First Tennessee Bank National Association 

The seller and servicer, First Tennessee Bank National Association ("FTBNA"), is a national banking association, with its principal executive 

offices located at 165 Madison Avenue, Memphis, Tennessee, 38103, telephone number (901) 523-4444. First Tennessee Bank's business is subject to 

examination and regulation by federal and state banking authorities. 

FTBNA is the primary banking subsidiary of First Horizon National Corporation ("FIENC"), a Tennessee corporation organized in 1968. FHNC 

is registered as a bank holding company under the Bank Holding Company Act of 1956 and elected, effective March 13, 2000, to become a financial 

holding company pursuant to the provisions of the Gramm-Leach-Bliley Act At [ ], 2001 b First Horizon National Corporation had consolidated total 

assets of approximately $[ ]. 

FTBNA operates approximately 190 full-service financial centers and over 300 off-premises automated teller machines. FTBNA also offers 

financial services online at www.firsttennessee.com  and through its 24-hour telephone banking servicing. 

FTBNA has been in the business of servicing residential home equity lines of credit for more than 10 years. FT'BNA also services home equity 

lines of credit originated or purchased through its mortgage banking subsidiary, First Horizon Home Loans Corporation. First Horizon Home Loans 

Corporation originates mortgage loans through its retail and wholesale operations and also purchases mortgage loans from third-party mortgage bankers 

(known as "correspondent lenders"). First Horizon Home Loans Corporation originates home equity lines of credit pursuant to FTBNA's underwriting 

guidelines. 

Credit and Underwriting Guidelines 

The following is a description of FT BNA' s HELOC underwriting guidelines. Standardized underwriting criteria and approval processes apply to 

HELOCs underwritten up to a maximum credit limit of $250,000, with combined loan-to-value ratios ("CLTV") up to and including 100%. Product 

maximums and CLTV maximums are contingent upon risk assessment criteria which take into consideration, among other items, external credit score, 

debt-to-income, CLTV, and property type. For example, primary residences may have CLT Vs up to and including 100% while second/vacation homes 

may only be financed up to 89.9% CLTV. HELOCs may either be in a first or second lien position. For second liens, loan amounts are further limited to a 

maximum amount as follows: (i) if the CLTV is = 90%, then the maximum combined loan amount is $800,000 and (ii) if the CLTV is <90%, then the 

maximum combined loan amount is $1,200,000. 

Each applicant for a HELOC is required to complete an application, which lists the applicant's outstanding debt, income, employment history, 

and other demographic and personal infomiation. A customer may submit an application through one of several distribution channels including branch, 

telephone banking unit, mortgage broker, U.S. mail, or through the internet. Once the application is received and the data is entered into the application 

processing system, if all necessary information is provided, a credit report is retrieved on-line. For individuals who receive solicitations, a credit report is 

retrieved for both the solicited applicant and any co-applicant. A credit bureau report will be obtained for all HELOCs and, along with the applicant's 

representation of collateral value and income, are appropriately analyzed to determine whether the application is denied or sent on for contingency 

processing (title, flood, appraisal) and routing to an analyst for further review. The contingency processing and underwriting review are part of FTBNA's 

underwriting activities managed by the Portfolio Management Department. 

The credit approval process utilizes credit scoring, the application of lending guidelines and, within the limits of these guidelines, limited 

subjective assessments by experienced analysts. Analysts review the equity position of the requested loan (including both the priority of the lien and the 

CLTV) and the applicant's creditworthiness. The evaluation of creditworthiness is designed to assess the applicant's ability and willingness to repay the 

loam Specific requirements relating to the evaluation are outlined in the risk assessment criteria matrices developed by the Portfolio Management 

Department, which are automated within the application processing system wherever possible. This evaluation generally consists of. 

• reviewing and verifying customer and demographic information; 

• obtaining and reviewing an independent credit bureau report; 
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• reviewing the applicant's external credit score; 

• reviewing the applicant's employment and income and, in the case of a loan that requires an applicant. to submit full documentation (a "Full 

Documentation Loan"), verifying same through a review of recent. W-2s, pay stubs, assessments of tax returns; 

• evaluating the applicant's gross debt (as stated in the related credit report) to income ratio; 

• verifying eligibility for Lien Protection Insurance or reviewing the title status by a written title policy; 

• obtaining and evaluating the value of the real estate through automated valuations or independent appraisals; 

• evaluating flood risk, verifying flood insurance coverage, if applicable. 

Credit bureau information is reviewed for minimum acceptable credit scores and consistent record of timely payments, The credit history is 

examined to ensure any major negative events such as bankruptcy, repossession, or foreclosure have not occurred within the past four years. Minimum 

acceptable credit scores are established through an ongoing risk management and credit scoring process. 

The applicant's ability to earn a stable income in an amount sufficient to make monthly payments on the loan is a key factor in determining 

whether the requested loan represents an acceptable risk. The loan file must clearly present the applicant's earning capabilities to enable the analyst to 

make a decision when evaluating the applicant's loan request. The analyst has the responsibility to obtain any additional information required to establish 

the applicant's income. Currently, the extent of required income verification is determined based on applicant's property type, assessed credit risk (based 

upon the external credit score and debt-to-income ratio), loan amount, whether or not self-employed, and the extent of unearned income. To use income 

fioni sources other than employment for qualifying pmposes, the applicant must demonstrate a satisfactory history of receipt, of the income. If income 

verification is required, the following criteria are generally utilized: 

• if salaried, income is verified through W-2s and current pay stubs; 

• if an applicant is self-employed, two previous years of tax returns are required; 

• generally, for applicants where income verification is not required, income is requested and placed in the customer's file; and 

• a verbal verification of employment is also obtained on all loans. 

5 - 16 

A gross debt-to-income ratio test is applied to each applicant by dividing the applicant's monthly payments on all existing obligations, including 

the proposed HELOC payment (based on a fully funded balance amortized over the term of the loan), by the applicant's gross monthly income. Maximum 

ratios are assigned as follows: 

Property Type 
	

Debt to Income Ratio 
50% 

Second ilbiuc- 

Valuation methods are based upon the amount requested by the applicant, the expected CLTV, and external credit score of the applicant. An 

automated valuation model ("AVM") is considered the primary tool for evaluating the property and is used as long as the transaction, meets other 

eligibility criteria including property type, occupancy, report type, and confidence measure for the particular approved vendor. If the transaction does not 

meet the AVM eligibility criteria, a FNMA 2055 Exterior Inspection is ordered. Other appropriate appraisal forms for property types ineligible for an 

AVM or exterior inspection (e.g., duplex or condo) are also used when necessary. 

Lien Protection Insurance ("LPI") is used in lieu of a title search unless the transaction is for purchase. LPI provides life of loan coverage 

through approved vendors. If LPI cannot be used, a limited title policy or full title policy (including appropriate endorsements) equal to the loan amount is 

required with an effective date no later than the closing of the HELOC. 

At the time the HELOCs are originated, property insurance naming PTEINA as loss payee, with appropriate coverage for all collateral securing 

the loan, is required. If the properly is determined to be in 11 Special Flood Hazard Area, flood insurance, with FTBNA named as loss payee, is also 

required, 
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Third Party HELOCs are originated through a channel of approved brokers and correspondent lenders. All home equity line of credit applications 

are underwritten by FTBNA prior to funding or purchase. The terms of the home equity lines of credit offered through a loan officer of a retail branch of 

FTBNA (the retail channel) are generally applicable to those that are referred to FTBNA by a broker (the wholesale channel) and through correspondent 

lenders (the correspondent channel). However, maximum loan amounts are lower for wholesale originations at certain credit scores. Loans that do not 

require applicants to submit documentation ("Stated Income Loans") are not available to applicants with a credit bureau score below a specified 

minimum or a debt-to-income ratio above a specified maximum. Maximum CLTV and loan amounts for Stated Income Loans are lower than for fully 

documented loans. 

FTBNA's internal Quality Control Department reviews loan files for adherence to underwriting guidelines and policies. The quality control 

process involves selecting closed files using statistical, target, and discretionary methodologies. Analysts re-underwrite the loan and review the loan's data 

integrity, documentation, appraisal, and re-verify employment. Results are published to senior management. Portfolio Management Department's senior 

management monitors exceptions regularly. 

Servicing of the Mortgage Loans 

FTBNA's collection servicing area is located in Knoxville, Tennessee. FTBNA collections on HELOC accounts are based upon stage of 

delinquency and credit score strategies for high-risk customers. Generally, at one day past due, an account is moved from the consumer loan account 

system to FTBNA's collection system "CACS", which is utilized to manage the timing and extent of collection efforts. The collections manager uses the 

CACS and Concerto Dialer systems to define a variety of collection strategies by stratifying delinquent accounts based on borrower credit score, balance 

criteria and days past due. 

Accounts tagged as high risk due to their most current credit score receive intensified collection activity based upon their balance and days-past-

due criteria. Depending on the collection history, the CACS typically tracks a history of collection efforts and borrower responses, as well as relevant 

property information. 

Typically, demand letters are sent to all borrowers at approximately 30 days past due. HELOCs are typically closed to further draws at 

approximately 30 days past due but may be re-opened for additional draws if they become current (i.e., payment of at least 90% of the total outstanding 

scheduled monthly payments are received). Once a borrower becomes 60 days past due, the HELOCs are closed for additional draws and will continue to 

be closed for additional draws regardless of whether they become current. A foreclosure representative typically orders a property valuation when an 

account reaches 90 days past due. Generally, by the time the account reaches 150 days past due, but no later than 180 days past due, an equity analysis is 

completed and the decision to either refer the loan to the foreclosure department or charge-off the loan is made by a collection supervisor or a more senior 

officer. At 180 days past due the HE LOC is charged off. The amount charged-off takes into account all anticipated liquidation expenses (such as legal 

fees, real estate taxes, and maintenance and preservation expenses). 
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Once an account is referred to FTBNA's foreclosure department, a foreclosure specialist will obtain an updated property valuation, which may 

be an appraisal or broker's price opinion or other type of valuation as appropriate in the determination of the foreclosure specialist. Generally, at 90 days 

past due, such appraisal will be used as a basis for consideration of initiating foreclosure proceedings. If adequate equity exists to commence with 

foreclosure proceedings the account will be forwarded to outside legal counsel for handling. The foreclosure area will monitor the process with the 

attorney. If it is determined that the cost of maintaining or paying off the senior lien exceeds the economic benefit of taking title, FTBNA will generally 

charge-off the entire unpaid principal amount of the loan and pursue other collection efforts. In the event of buying out a first mortgage lien, the 

foreclosure specialist will obtain the foreclosure manager's approval. All short sale requests will require the foreclosure manager's approval including the 

customer's acknowledgment to pay on the deficiency balance when applicable. Upon securing title to the property, the foreclosure specialist will transfer 

the account to the Real Estate Owned (RED) Department for the lower of the appraised value or net book balance. Any additional charge off will be taken 

prior to the transfer to the RED Department and would take into account all anticipated liquidation expenses (such as legal fees, real estate taxes, 

maintenance and preservation expenses). 

The REO Department is responsible for re-marketing and liquidating properties obtained through foreclosure or deed in lieu of foreclosure. Local 

affiliates are used to assist in property preservation and liquidation. Upon receiving these properties, the REO Department will obtain an interior appraisal 

and process an additional write- down if necessary. If the mortgaged property was subject to a senior lien, the REO Department is responsible for paying 

off the senior lien holder at the time of the property transfer. 

FTBNA's servicing, collections and charge- off practices may change over time in accordance with, among other things. FTBNA's business 

judgment, changes in the portfolio and applicable laws and regulations. 

Foreclosure, Delinquency and Loss Experience 

The tables below summarize the delinquency, foreclosure and loss experience of home equity line of credit loans owned by FTBNA and serviced 

by FTBNA. The data includes all home equity line of credit loans owned by FTBNA whether originated or purchased and reflects home equity line of 

credit loans that were originated or underwritten under criteria different from the HE LOCs held by the trust. Further, the delinquency and loss figures 
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30-59 clays 
• 

	

689. 
 . •... 	.•

days 
90-119 days 

. • . 	.. 

Total Delinquency 

Gross (Thargc-offs(2) 

Recoveries(3) 

Net Chitrge-dffs(4) 

As of 
[ 1, 200011 

Principal Balance 

Portfolio 

Ibelinqueneics 
30-59 days 

6089•-•••••••• .. 	days  •••••:••••••••• 

90-119 days 
• 

... 

T'ofaiDèlidcuericy 

Recoveries(3) 

. .. .. 	. 

Percentage(1) Percentage(1) 

As of 
[], 2000 [ [ 

Principal Balance  

Percentage(1) Percentage(1) 

As of 
[ ], 2000[ ] 

Principal Balance 

As of 
[ b 2000[ ] 

Principal Balance 

Portfolio 

presented below for [J,  200[ J represent information for all home equity line of credit loans currently owned by FTBNA, but may not be representative of 

the HELOCs included in the trust. Accordingly, the information should not be considered a basis for assessing the likelihood, amount or severity of 

delinquency or losses on the mortgage loans and no assurances can be given that the foreclosure, delinquency and loss experience presented in the 

following tables will be indicative of the actual experience on the mortgage loans. 

FTBNA determines the delinquency status of a home equity line of credit on the basis of contractual delinquency. In certain limited 

circumstances, including the receipt of payment of at least 90% of the total outstanding scheduled monthly payments, FTBNA will "re-age" the mortgage 

loan so that it is considered current. Due to the infrequency of FTBNA's re-aging practice, the seller does not expect the practice to have a material effect 

on the delinquency, foreclosure and loss experience. 

There can be no assurance that the delinquency, foreclosure and loss exper ence shown in the following tables will be representative of the results 

that may be experienced for the HELOCs included in the trust 
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LOSS, DELINQUENCY AND FORECLOSURE EXPERIENCE 
OF THE SERVICER'S PORTFOLIO OF HELOCS 

(I) "Delinquencies as -a Percentage of Loans Outstanding" is based on the number of payments contractually past due, excluding loans in foreclosure. 

Delinquency categories include accounts on non-accrual and accounts with respect to which the related borrower has declared bankruptcy. 

(2) "Gross Charge-offs" are amounts which haste been determined to be uncollectible relating to HELOCs for each calendar year. 

(3) "Recoveries" are recoveries from liquidation proceeds and deficiency judgments. 

(4) "Net Charge-offs" represents "Gross Charge-offs" minus "Recoveries". 
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The servicer believes that the delinquency levels for its HELOC loan servicing portfolio are attributable primarily to the growth and relative lack 

of seasoning in its HELOC loan servicing portfolio over this time period. There can be no assurance that the experience shown in the above tables will be 

indicative of future loss and delinquency experience of the servicer's HELOC loan servicing portfolio or of the HELOCs in the trust. 

Management's Discussion and Analysis of Delinquency and Foreclosure Trends 

For FTBNA's total portfolio, mortgage loan delinquencies generally have decreased since [ ], 200[ I.  Although these decreases may be due to a 

variety of factors, PTBNA believes that growth in the portfolio, the amount of turnover and decreased seasoning in FTBNA's servicing portfolio are 

contributing factors to the decreases in these categories. There can be no assurance that factors beyond the control of FTBNA, such as national or local 

economic conditions or downturns in the residential real estate market will not result in increased rates of mortgage loan delinquencies and foreclosure 

losses in the future. 
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If the residential real estate market should experience an overall decline in property values such that the outstanding balances of the mortgage 

loans, and any secondary financing on the mortgaged properties by a lender, become equal to or greater than the value of the mortgaged properties, the 

actual rates of delinquencies, foreclosures and losses could be significantly higher than the rates indicated in the tables above. To the extent that such 

losses occur in connection with the mortgage loans and are not otherwise covered by the forms of credit enhancement described in this prospectus 

supplement, they will be passed through as losses on the related notes and such losses will be borne by the related noteholders. 

MATURITY AND PREPAYMENT CONSIDERATIONS 

The sale and servicing agreement, except as otherwise described in this prospectus supplement, provides that the noteholders will be entitled to 

receive on each payment date, payments allocable to principal of the notes, in the amounts described in this prospectus supplement, until the related 

principal balance is reduced to zero. 

As described in this prospectus supplement, the actual maturity of the notes will depend in part on the receipt of principal on the HELOCs or the 

amount and timing of charge-offs of the HELOCs, whirls will result in principal payments on the notes. In addition, the rate at which the principal on the 

notes is paid will be increased, as compared to payments of principal on the HELOCs, as a result of the application of excess interest as a payment of 

principal on the notes in order to build overcollateralization. All of the HELOCs may be prepaid in full or in part at any time. If relevant state law permits, 

prepayment of a HELOC may be subject to an early termination fee of not more than $250. 

There can be no assurance as to the rate of losses or delinquencies on any of the HELOCs; however, the rate of such losses and delinquencies are 

likely to be higher than those of traditional first lien mortgage loans, particularly in the case of HELOCs with high combined loan-to-value ratios. To the 

extent that any losses are incurred on any of the HELOCs that are not covered by excess interest allocable to noteholders, overeollateralization or the 

Policy, noteholders will bear all risk of such losses resulting from defaults by the related borrowers. Even where the Policy covers certain losses incurred 

on the HELOCs, the effect of losses may be to increase prepayment rates on the HELOCs, thus reducing the weighted average life and affecting the yield 

to maturity. In addition, the rate of prepayrnents of the HELOCs and the yield to investors on the notes may be affected by certain refinancing programs, 

which may include general or targeted solicitations. 

Although the loan rates on the HELOCs are subject to adjustment, the loan rates adjust based on the Index, while the notes adjust based on 

LIBOR. Changes in LIBOR may not correlate with changes in the Index and neither may correlate with prevailing interest rates. His possible that an 

increased level of the Index could occur simultaneously with a lower level of prevailing interest rates, which would be expected to result in faster 

prepayments, thereby reducing the weighted average life of the notes. Conversely, if LIBOR were to increase above the Index, the note rate would be 

limited to a maximum rate, which would also adversely affect your yield. The "Index" for any date on whirls the loan rate for a HELOC subject to 

adjustment is the highest "prime rate" as published in The Wall Street Journal. If the "prime rate" is no longer published, then the Index will be a 

comparable independent index selected by the seller. In addition, each borrower may convert the loan rate on all or a portion of the outstanding balances of 

its HELOC to a fixed rate of interest. Borrowers may exercise this option during periods of rising interest rates as borrowers attempt to limit their risk of 

higher rates. The availability of fixed rate mortgage loans at competitive interest rates during periods of falling interest rates also may encourage 

borrowers to exercise the option. As a result, there may be periods during which the note rate would be limited to a maximum rate that is lower than the 

note rate otherwise would be without this feature, which would also adversely affect your yield. Additionally, the affected principal balance with respect to 

which the interest rate has been converted to a fixed rate will begin amortizing at the time of conversion and may be required to be fully amortized over a 

shorter period than the remaining term of the loan, thereby increasing the rate that principal is paid on the notes. 

The seller is not aware of any publicly generated studies or statistics available on the rate of prepayment of loans such as the HELOCs. Generally, 

home equity lines of credit are not viewed by borrowers as permanent financing. Accordingly, HELOCs may experience a higher rate of prepayment than 

traditional mortgage loans. The trust's prepayment experience may be affected by a wide variety of factors, including general economic conditions, 

changes in the deductibility of interest payments on HELOCs for federal income tax purposes, prevailing interest rates, the availability of alternative 

financing and homeowner mobility. 
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In addition, the trust's prepayment experience and the rate at which the notes amortize will be affected by any repurchases of HELOCs by the 

seller as a result of a breach of a representation and warranty or defective documentation as well as by any purchase by the servicer pursuant to the sale and 

servicing agreement, including certain repurchases related to the conversion of the mortgage loans to fixed rate mortgage loans by the related borrower. 

Substantially all of the HELOCs contain due-on-sale provisions, and the servicer intends to enforce such provisions unless (i) such enforcement 

is not permitted by applicable law or (ii) the servicer, in a manner consistent with reasonable commercial practice, permits the purchaser of the mortgaged 

property to assume the NELOC. To the extent permitted by applicable law, such assumption will not release the original borrower from its obligations 

under the HELOC. The enforcement of the due-on-sale provision will have the same effect as a prepayment of the related HELOC. 

Collections on the HELOCs may vary because, among other things, borrowers may make payments during any month as low as the minimum 

monthly payment for such month or as high as the entire outstanding principal balance plus accrued interest and fees. In addition, borrowers may fail to 

make scheduled payments. Collections on the HELOCs may also vary due to seasonal purchasing and payment habits of borrowers. Accordingly, there 

may be tinier, especially during the years that a. substantial percentage of HELOCs are in the draw period, that very little is distributed on the notes in 

respect of principal. 

No assurance can be given as to the level of prepayments that will be experienced by the trust and it can be expected that a portion of borrowers 

will not prepay their HELOCs to any significant degree. 

DESCRIPTION OF THE HELOCS 

General 

The HELOCs in the trust were originated under loan agreements and disclosure statements (the "Credit Line Agreements") and are secured by 

mortgages or deeds of trust, which are min -lardy first and second mortgages or deeds of trust, on mortgaged properties. The mortgaged properties securing 

the HELOCs consist primarily of residential properties that are one- to four-family properties. Based upon the address supplied by each borrower during 

the loan application process, most of the mortgaged properties are owner occupied. The HELOCs were underwritten in accordance with the standards in 

effect at the time of origination. Current underwriting standards are described under "Description of the HELOCs—HELOC Terms" in this prospectus 

supplement. 

Unless otherwise stated, all of the information set forth below with regard to the HELOCs is as of the Cut-Off Date. Prior to the closing date, 

some of the HELOCs may be removed from the pool and other HELOCs may be substituted for those HELOCs removed. The seller believes that the 

information in this prospectus supplement relating to the HELOCs to be included in the pool as presently constituted is representative of the characteristics 

of the HELOCs to be included in the pool as of the closing date, although some characteristics may vary. 

In the information that follows, weighted average percentages are based upon the principal balances of the HELOCs on the Cut-Off Date. 

The pool of HELOCs [ ]. The average principal balance was approximately $[ ] as of the Cut-Off Date, the minimum and maximum current loan 

rate on the Cut-Off Date were approximately [ ]% and [ 1% per annum, respectively, and the weighted average current loan rate on the Cut-Off Date was 

approximately [ ]% per annum. As of the Cut-Off Date, the weighted average credit limit utilization rate was approximately [ ]%, the minimum credit 

limit utilization rate was approximately 1.000% and the maximum credit limit utilization rate was approximately 100,000%. The credit limit utilization 

rate is determined by dividing the Cut-Off date piincipal balance of a HELOC by the credit limit of the related Credit Line Agreement. The weighted 

average combined original loan-to-value ratio of the HELOCs was approximately [ 1%. Approximately [1%  of the mortgage loans are Full 

Documentation Loans and approximately [1% of the mortgage loans are Stated Income Loans. 

As of the Cut-Off Date, no HELOC had a combined loan-to-value ratio greater than 100.00% and no HELOC was delinquent 30 days or more. 
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HELOC Pool Statistics 

The seller has compiled the following additional information as of the Cut-Off Date with respect to the HELOCs and the related mortgaged 

properties to be included in the trust. The sum of the columns below may not equal the total indicated due to rounding. 

Principal Balances 

Percentage of Cut-Off 
Number of 
	 Aggregate 	 Date Aggregate 

Mortgage 	 Outstanding 	Outstanding Principal 

Range 	of Principal Balances 	 Loans 	 Principal Balance . . 	. 	. 	. 	.. Balance 
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$20,00 . 1 .  -.. $40,000 ...  

$80001 ,i000co 

$100,001 - $120,000 

8120.4)01 -8140.000 

$140,001 - 8160,000 

$1.80,001 - . $200,000 

8200,001 , ..*.3220;000':f 

$220,001 - $240,000 

$240:001..-1260:;000 

$260,001 - $300,000 

$400,001 - $500,000 

Occupancy  

Owner Occupied 
Second •!'loriw 

. . .. . . . 
- ..•••. 

Investor 

Occupancy Type 

Number of 
Mortgage 

Loans 

Aggregate 
Outstanding 

Principal Balance 

Percentage of Cut-Off 
Date Aggregate 

Outstanding Principal 
Balance 
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Original Combined Loan-to-Value Ratios 

The combined loan-to-value ratio in the following table is a fraction whose numerator is the sum of (0 the credit limit of the HELOCs and (ii) 
any outstanding principal balances of mortgage loans senior or of equal priority to the HELOCs (calculated generally at the date of origination of the 
related HELOC) and whose denominator is the most recent appraised value of the related mortgaged property, as of the Cut-Off Date. 

Range of Original CombinettLoan-to-Value . Ratios (%) 

............. 

5.01 - 10.00 

15.01 .20.1)0 

25.01 30.00 

35.01 - 40.00 
100! 4S00 

45.01 -5000 

55.01 - 60.00 

61)01 -e500 

65.01 •• .70.00 

75.01 - 80.00 

Number of 
Mortgage 

Loans 

Aggregate 
Outstanding 

Principal Balance 

Percentage of Cut-Off 
Date Aggregate 

Outstanding Principal 
Balance 
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85.01 - 90.00 
900 .1: - 95:60 :  
95.01 - 100.00 

TotaI: 

Purpose 
Purchase 

Cash out refinance 

T.Otabj:.. 

Property Type 
Single Family 
1?1.411.0.f.41J.nit: Oevel opine tit ........ 
Townhouse 

CA:ind4i 
Condominiimialighlise 

Two- to Four - tiimily 
Manufactured/Mobile 

TolaL 

Loan Purpose 

Number of 
Mortgage 

Loans 

Property Type 

Number of 
Mortgage 

Loans 

Aggregate 
Outstanding 

Principal Balance 

Aggregate 
Outstanding 

Principal Balance 

Percentage of Cut-Off 
Date Aggregate 

Outstanding Principal 
Balance 

Percentage of Cut-Off 
Date Aggregate 

Outstanding Principal 
Balance 
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Geographic Distribution 

The geographic locations used for the following table were determined by the billing address for the mortgage property securing the related 

HELOC. 

Geographic Distribution 
Alabama 

Arkansas . 	. 	. 
Ca l iforrsrj  
Colorado 

Delaware 

Florida 

GeoigIa 

Idaho 

Indiana 

Number of 
Mortgage 

Loans 

Aggregate 
Outstanding 

Principal Balance 

Percentage of Cut-Off 
Date Aggregate 

Outstanding Principal 
Balance 
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Kansas 
1< entucky 
Louisiana .  

Mainc 
Marylaild 

sisusetta 
Michigan 
Minnesita 
Mississippi 

Montana 

Nevada. 

New . Jersey 
New Mcaco 

New York 

North Dakota 

Ohio 
Oklahoma 

Pennsylvania 
Wi61 .0.01and.  

South Carolina 
Tennessee 
Utah ....... 
VermOnt 
Virginia 
Washington 

West Virginia 
Wisconsin 
Wyoming 

Total 

Aggregate 
Outstanding 

Principal Balance 

Percentage of Cut-Off 
Date Aggregate 

Outstanding Principal 
Balance 

500 - 519 

520 - 539 

540 55.9 

560 - 579 

580.  7_599.  
600 - 619 

620 .: .639 

610.Y- 

660 - 679 
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Current TYCO Scores 

The weighted average score derived from proprietary scoring models developed by Fair, Isaac and Co., Inc. (the "FICO Score") as of the Cut-

Off Date is 714. 

0296 


