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

o in certain seties, each non-Interest Weighted Secwity is composed of an unstripped undivided ownership interest in loans and an instaliment
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 secutity is composed of an unstripped undivided ownership interest in loans and an installment obligation
consisting of stripped interest paymerts.

Given the variety of alternatives for treatment of the Stripped Secwrities and the different federal incotne 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 regatding 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 “veal 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{&)(19H(C)(¥) 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 securilies may cause a proportionate reduction in the above-described qualifying status categories of seourities.

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 secuxity is the
price the holder pays for a security, plus amounts of original issue or masket discount included in income and reduced by any payments received (other
than qualified stated interest payments) and any amortized premium. Gain or loss recognized ona 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 Intetest Security will be taxable as ordinary income or loss, Inaddition, 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 (1) the amount that
wold 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 incore for individual taxpayers is greater than the maximm 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. Subjeet to the discussion below with respect to trust funds as to which a partnership election is made, a holder, other than a
holder of 2 Residual Interest security, may, under cetain circumstances, be subject to “backup withholding” at a rate 0f 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 certiticates to or through brokers
that represent interest o 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 mumber (“TIN");
o furnishes the trustce an incorrect TIN,
« tails to report properly interest, dividends or other “reportable payments™ as defined in the Code; or

o under certain cireumstances, fails to provide the trustee or the holder’s securities broker with a certified statement, signed under penalty of
pejury, 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 payrments to certain exempt recipients
(such as exempt organizations) and to certain Nen-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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The trustee will report to the holders and to the servicer for cach calendar vear the amount of any “reportable payments™ during the year and the
amannt of tax withheld, if any, with respect to payments on the securities.

Tax Treatment of Foreign Investors

Subject to the discussion below with respect to trust fands as to which a partnership election is made under the Code, unless interest (including
OID) paid ona security (other than a Residual Inferest Security) is considered to be “effectively connected” with a trade or business conducted in the
United States by 2 Non-U.S. Person, the interest will normally qualify as portfalio inferest (except where the tecipient 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
petsor) 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, ameng other things, interest and
other fixed or determinable, anmmal or periodic income paid to Non-U.S. Persons. Holders of Pass-Through Securities and Stipped Securities, including
Rafio 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. Persans will generally be treated as inferest for purposes of the 30% (or
lower freaty 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 partion 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 tex
rule. If the payments are subject to United States withholding tax, they generally will be taken into account for withhalding ftax purposes only when paid
or distributed, or when the Residual Interest Security is disposed of. The Treasury has statutory guthority, however, to promulgate regulations which
would require these amounts to be taken into acoount at an carlier time in order to prevent the avoidance of tax. These regulations could, for example,
require withhalding prior to the distribution of cash in the case of Residual Inferest Secuities that do not have significant value.

Under tlie 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 distegarded for all federal tax purposes. A Residual Interest Security has tax avoidance potential unless, at the tine of the transfer
the transferor reasonably expects that the REMIC will distribute to the transferee Tesidual 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 acerue and not later than the calendar year
following the calendar year ofacerual. If a Non-U.8. Person transfers a Residnal Interest Security to a U.S. Person, and if the transfer has the effect of
allowing the transferor to avoid tax on acerued excess inclusions, then the transfer is distegarded and the transferor contirmes 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.”

5.

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 whicha 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 natare of the incotne 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 undet an IRS safe harbor, 50 that the trust find will niot be characterized as a publicly traded parinership taxable as a corporation.

Ifthe trust fund were taxable as a corporation for federal income tax purposes, the trust fund would be subject to corporate income tax onits
taxable income. The trust fund’s taxable income would include all its income, possibly reduced by its intetest expense on the notes. Any such corporate
incorne tax conld materially redice cash available to make payments on the notes and distributions on the certificates, and certificateholders couldbe liable
for the amount of tax that s not otherwise paid by the trust fund.

Tax Consequences to Holders of the Notes

Treatment of the Notes us 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 nofes as debt for federal income tax purposes. Spesiai 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 puiposes. The
discussion below assurmes this characterization of the nofes is correct.

OID, Indexed Securities, ete. 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 O1D Regulations, and that any OID on the notes (i.¢., any excess of the principal amount of the notes over their issue
price) does 1ot exceed a de minimis amount (i.e., 0.25% of their principal amount mutiplisd by the munber of fiull years included in theiy tetny), all within

the meaning of the OID Regulations. If these conditions arc not satisficd 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 Income on the Notes. Based on the above assumptions, except as discussed in the foflowing 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 issned with a de minimis amount of OID must include the OID in
income, ona pro rata basis, as principal payments are made on the note. Itis 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 ot market discount rules of the Code.

A holder of anote that has a fixed maturity date of not more than one year from the issue date of the note (a “Short-Tetm Note™) may be subject
to special rules. An accrual basis holder of a Short-Term Note (and certain cash method holders, inchuding regulated investment companies, as set forth in
Section 1281 of the Code) generally would be required to report interest income as interest acerues ona straight-line basis over the term of cach irterest
period. Other cash basis holders of a Shost-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, & cash basis holder of a Short-Term 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-Term Note until the taxable
digposition 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 mcome as it accrues, but would
1ot be subject to the interest expense deferral mle referred to in the preceding sentence. Certain special 1ules apply if a Short-Term Note is purchased for
more or less than its principal amount.

Sale or Other Disposition. If a noteliotder 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, incteased by any market disconnt, acquisition diseount, O1D and gain previously included by the noteholder in income with respect to
the s1ote and decreased by the amount of bond prexmium (Gf any) previously ameortized and by the amount of principal payments previously received by the
noteholder with respect to the note. Any such gain or loss wiil be capital gain or loss if the note was held as a capital asset, except for gain representing
accrued interest and acerued market disconnt not previously ineluded in income. Capital losses generally may be used only to offset capital gains.

Foreign Holders. Interest payments made, or accrued, to a noteholder who 1s a Non-U.S. Person (a “foreign person™) generally will be
. considered “partfolio 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 acteally or constructively a “10 percent shareholder” of the trust fund or the seller, inctuding a holder of 10% of the outstanding
certificates, or a “controlled foreign corporation” with respect to which the trust fund or the sefleris a “related person” within the meaning of
the Code and

o 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.

Ifa note is held through a securities clearing organization or ¢ertain other financial institutions, the or ganization 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%, wiless 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 conduet of a trade or business in the United
States by the Non-U.S. Person andin the case of an individual Non-U 8. Person, the Non-U.S. Person is not presentin 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 & nonresident, will be required to provide,
under penalties of perjury, a certificate containing the holdet’s name, address, correct federal taxpayer i dentification number and a statement that the
lolder is 1ot subject to backup withholding, Should & nonexempt noteholder fail to provide the required certification, the trust fund will be required to
withhold 28% (which 1ate 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 eredit against the holder’s federal ingome tax hability.

Possible Alternative Treatmenis of the Notes. If, contrary to the opinion of special counsel to the depositor, the IRS successfully asserted that one
or more of fhie notes did not represent debt for federal income tax purposes, the notes might e treated as equity interests in the trust fund. 1f 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). Altemnalively, and most likely in the view of special counsel to the
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depositer, the trust fand 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, incoie to certain tax-exempt entities (including pension funds) would be “unrelated business taxable income,” income to
foreign holders generalty would be subject to U.S. tax and U.S. tax refum filing and withholding requitements, and individual holders might be subject to
certain limitations on their ability to deduct their share of the trust fund’s expenses.

“O7-

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 certificateholders 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 ox in part by income, with the assets of the partnership being the assets held by the
trust fund, the partners of the partriership 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
dlosely comparable to that contemplated in this prospectus.

A variety of altemnative characterizations are possible. For examnple, 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, deseribed 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
cerfificates are Indexed securities or Strip certificates, and that a senies of securities includes a single class of certificates. If these conditions are not
satisfled with Tespect to any given series of certificates, additional tax considerations with respeot to the certificates will be disclosed in the applicable
prospectus supplement.

Partnership Taxation. As a partnership, the trust fnd will not be subject to federal income tax. Rather, each certificatehotder will be required to
separately take into account the holder’s allocated share of income, gaing, losses, deductions and credits of the trust fund. The trust fund’s income witl
consist primarily of interest and finance charges earned on the loans (including appropriate adjustments for market discount, OID and bond premiunt) and
any gain upon collection or disposition of loans. The trust fund’s deductions will consist primasily of intetest aceruing with 1espect to the notes, servicing
and othet fees, and losses or deductions upon coliection 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 sum of (i) the interest that accrues on the certificates in accordance with their tenms for the month,
including interest acoruing at the Pass-Through Rate for the month and interest on amounts previously due on the certificates but not yet distributed; Gi)
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 certificatelolders 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 trust 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 arrangementt of the parties, this approach for allocating trust fund income should be permissible under applicable Treasury regulations, although
1o assurance can be given that the IRS would not require a greater amount of income to be allocated to certificateholders. Moreover, even under the
foreg oing method of allocation, certificateholders may be allocated income equal to the entire Pass-Through Rate phus the other items described above
even though the trust fund might not have sufficient vash lo 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 cestificateholders may become liable for taxes on trust fund income even if they
have not received cash from the trust fund to pay the taxes. I addition, because tax allocations and tax reporting will be done on a uniform basis for all
cerlificateholders but cerlificateholders may be purchasing certificates at different times and at different prices, certificateholders may be required to
report ontheir tax returns taxable income that is greater or less than the amount reported to them by the trust find.

98-

All of the taxable income allocated to a certificateholder that is a pension, profit sharing or employee benefit plan or other tax-exemypt entity
(including an individual retirement account) will constitute «unrelated business taxable income” generally taxable to that holder undes the Code.

An individual taxpayer’s share of expenses of the trust fund (including fees to the servicer but not interest expense) would be miscellaneons
itermized deductions. These deducfions might be disallowed to the individual in wheole 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 caloulations telating to income and allocations to certificateholders on an aggregate basis. If the IRS were

to require that the caleulations be made separately for eachloan, 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 Premium. 1t 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 premiuum 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 aloan 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
acerues over the life of the Loans or to offset the premium against interest income on the loars. As indicated above, a portion of the market discount
income or premium dediiction may be allocated to certificateholders.

Section 708 Termination. Under Code Section 708, a sale or exchange of 50% or more of the capitel and profits in a partmership would cause a
deemed contribution of assets of the partnership (the “old partnership™ to a new partrership (the “new partnership™) in exchange for interests in the new
partnership. These interests would be deemed distributed to the pattuers 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 terminated 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 fax basis in the certificates sold. A certificateholder’s tax basisin a certificate will generally equal the holder’s
cost increased by the holder’s share of trust tindincome (includible in income) and decteased 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 acquiting certificates at different prices may be requited to maintain a single aggregate adjusted tax basis it the
certificates, and, upon sale or other disposition of same of the certificates, allocate a portion of the aggregate tax basis to the certificates sold, rather than
maintaining a separate tax basis in each certificate for purposes of computing gain or Toss on a sale of that certificate.

Any gain on the sale of a certificate attributable to the holder’s share of unrecognized acerued market discount on the loans woutd generally be
treated as ordinary income to the holder and would give rise to special tax reporting requirements. The trust fand 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 fiund will elect to include market
discount in income as it accrues,

1f a certificateholder is required to recognize an aggregate amount of income (siot including income attributable to disallowed iternized
deductions described above) over the life of the certificates that exceeds the aggregate cash distributions with respect thereta, the excess will generally
give Tise to a capital loss upon the retirement of the certificates.

Allocations Between Transforors and Trangferees. In general, the trust fund’s taxeble income andlosses will be determined monthly and the tax
items for & particular calendar month will be apportioned among the certificatehalders 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) attributable to petiods 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
fime’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 wilt 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 tust 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
clection. As a result, certificateholders might be allocated a greater or lesser amount of trust find 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 purtnership 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 tequired if an election under
Section 754 of the Clode were in effect. This new provision does not apply to a “securitization partuership.” 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 tnist fund. These books will be
maintained for financial reporting and tax purposes onan 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 certificateholder’s allocable share
ofitems oftrust fund income and expense to holders and the IRS on Schedule K-1. The trust find will provide the Schedule K-1 information to nominees

that fail ta 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 ownets of the certificates. Generally, holders must file tax returns that ave consistent with the information 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, aity person that holds cextificates as a nominee af any time during a calendar year is required to furnish 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 mumber of the nominee and (i) as to each beneficial owner (x) the name, address and identification number of
the person, (y) whether the person is 2 United States person, a tax-exempt entity or a foreign government, an international organization, ot any wholly
owned agency or instramentality 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. Inaddition, brokers and financial institations 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 o the trust furd on or before the following Januaty 31. Nominess, brokers and financial institutions that fail fo provide the trust fund with the

information described above may be subject to penatties.

-100-

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 exarnination
of a partnership as if the partnership were a separate and distinet 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 auditof the return of the trust fund
by the appropriate taxing authorities could result in an adjustment of the returns of the certificateholders, and, under certain circumstances, a
certificateholder may be precluded from separately litigating a proposed adjustment to the items of the trust fund. Anadjustiment could also resultin an
audit of a certificateholder’s retums and adjustments of items not related to the income and losses of the trust fund.

Tax Consequences to Foreign Certificatehciders. 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 wlhich
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 cotporations 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
issnance of other administrative pronouncements may require the trust fond to change its withholding procedures. In determining a holder’s withholding
status, the trust fund may rely onan 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. Personnight be required to file a U.S. individual or corporate income tax retum (including, in the case of a
corporation, the braneh 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
sumber from the IRS and subinit that number to the trust fund on Form W-8 BEN in order to assure appropriate crecliting 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 1o 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 whio is & Non-U.S. Person generally will be considered guaranfeed 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 restlt, 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 cnly 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 payiments.

Baclup Withholding. Distributions made on the certificates and proceeds frorm the sale of the certificates will be subject to & “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 secipient under applicable provisions of the Code.

STATE TAX CONSIDERATIONS

In addition to the federal income tax consequences deseribed in “Material Federal Income Tax Consequences,” potential investors should
consider the state and local incomne tax consequences of the acquisition, ownership, and disposition of the securities. State and local income tax law may
differ substantially from the comesponding federal law, and this discussion does not purport to describe any aspest of the incone 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 eonsequences ofan investment

in the securities.

-101-

RFJN_EX 18_00000369

0406



ERISA CONSIDERATIONS

The following describes certain considerations under ERISA and the Code, which apply only to securities of a sexies that are 1ot divided into
subclasses. 1f securities are divided into subclasses, the related prospectus supplement will contain information conceming considerations relating to
ERISA and the Code that are applicable o those securities.

ERISA and Section 4975 of the Code impose requirements on employee benefit plans (and on certairt other retirement plans and arrangements,
including individual retirement accounts and anmuities and Keogh plans as well as collective investiment funds and separate acoounts in which those plans,
accounts or arrangernents 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 investinents made
by Plans. Among other things, ERISA requires that the assets of Plans be held in trust and that the trustee, or ather dily anthorized fiduciary, have
exclusive authority and discretion to manage andt control the assets of those Plans. ERISA also imposes certain duties on persons who are fiduciaries of
Plans. Under ERISA, 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 definedin
ERISA Section 3(32)) aud, 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 seourities 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 Seetions 401(a) and 501(a), however, is subject to the prohibited fransaction 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,
pertnerships and certain other entities in which a Plan acquires an “gquity interest” could be deemed for purposes of ERISA to be assets of the investing
Plan in certain ciroumstances. Under the Plan Asset Regulation, the tenm “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.” 1f securities are not treated as equity interests in the
issuer for purposes of the Plan Asset Regulation, a Plan’s investinent in the securities would not cause the assets of the issuer to be decmed 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 fiduciaties, to the fiduciary responsibility provisions of
Title 1 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 whicha Plant invests will tiot be deemed for purposes of ERISA to be assets of the Plan if
the equity interest acquied by the investing Plan is a publicly-offered security. A publicly-offered security, as defined in the Plan Asset Regulation, 18 2
security that is widely held, fieely transferable and registered under the Securities Exchange Aot 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 are fiduciaries with respect to the Plan. Because the loans may be deemed plan assets of each Plan that purchases secutities, an investment in the
securities by a Plan might be a prohibited fransaction under ERISA Sections 406 and 407 and subject to an excise tax under Code Section 4975 unless a
statutory, regulatory or administrative exernption applies.
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In Prohibited Transaction Exemption 83-1 (“PTE 83-17), 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 miglt otherwise be prohibited between Plans
and Parties in Titerest 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 scourities 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 Inferest 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) if, 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 Farnily Secutities, and at least 50% of ali Single Family Securities are purchased by persons
independent of the pool sponsor of pool trustee. PTE 83-1 does not provide an exemption for transactions involving subordinate secuzities. Accordingly,
nless 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. T he depositor believes that, for purposes of
PTE 83-1, fhe term “mortgage pass-through certificate” wonld include: (i) securities issued in a series consisting of only a single class of securities; and
(if) 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
secunities in the case of clause (ii), evidence the beneficial ownership of both a specified percentage (greater than 0%) of future interest payments anda
specified percentage (greater than 0%) of firture 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 prineipal payments only, or a notional amount of either principal or intercst payments
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would be a “mortgage pass-through certificate” for purposes of PTE 83-1.
PTE 83-1 sets forth thiee general conditions which must be satisfied for any transaction to be eligible for exemption:

« the maintenance of a system of insurarice or other protection for the pooled mortgage loans and property securing such loans, and for
indemnifying securityholders against reductions in pass-throngh payments due to property damage or defaults in loan payrments in an amount
not less than the greater of one percent of the aggregate principal balance of all covered pooled mortgage foans 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

o 2 lmitation onthe amount of the paymertt retained by the poo! 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 condifion referred to above will be satisfied with respect to the securities in a series issued withouta
subordination feature, or the senior securities only in a series issued with a subordination feature, provided that the subordination and Reseive Account,
subordination by shifting of interests, pool insurance or other form of credit enhancement described under “Credit Entancement” in this prospectus (such
subardination, pool insurance ot other form of credit enhancetent being the system of insurance or other protection referred to above) with respectto a
series of secunifies is maintained i an amount not less than the greater of one percent of the aggregate principal balance of the loans or the principal
balaroe of the lazgest 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 scourities satisfies the first general condition referied to above, there can be no assurance that these features will be so viewed
by the DOL. In any evert, 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 meke 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 cerfain 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 securifies, 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 Exernptions are
met.

While each Underwriter Exemption is an individual exemption separately granted 1o 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 (ineluding the price for the certificates) that are at {east 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 acquited by the Plan are not subordinated to the rights and interests evidenced by other
certificates of the trust fund, unless the investment poo] 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 MeGrave-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 underwriter,

(5) the sum of all payments made to and retained by the underwriters in connection with the distribution of the certificates represents not more
{han reasonable compensation for underwriting the certificates; the sum of all 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 vahie of such loans; the sum of all payments made to and
retained by the servicer represents not more {han 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 il 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 ereditors of the sponsor.

Ifan issuer holds obligations that have high Loan-to- Value Ratios, the Underwriter Exemption may apply to the issuer’s non-subordinated
certificates ratedin 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 ontstanding 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 find must also meet the following requirements:

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

-104-

(i) certificates in such other investment pools must have been rated in one of the three lighest 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

(i) 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
ocour 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 inarket value of the obligations contained in the
toust;,

« 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 twenly-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 orie or more trusts containing assets sold or serviced by the same entity.

The Underwriter Exemptions generally do not apply to Plans sponsored by the seiler, and underwriter, the trustee, the servicer, any insurer with
respect to the loans, any obligor with respect to Joans included in the trust fand constituting more than five percent (5%) of the aggregate tnamortized
principal balance of the assets in the trust fund, any counterparty to a permissible notional principal contract included in the trust, or any affiliate of those
patties (the “Restricted Group™).

The Underwriter Exemptions provide exemptive relief fo mortgage-backed and asset-backed securities transactions that use pre-funding
accounts and that ofherwise meet the requitements of the Underwriter Exemptions. Mottgage 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 cither identified or transferred on or before the closing date. The reliefis available when the following conditions
are met:

(1) The ratio of the amount allocated to the pre- funding acconnt 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 nsed to create the trust, which tetms 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 annual percentage inferest 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 fo 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 monitered by an insurer or other credit support provider that is independent of the
depositor; or

(ii) an independent accountarnt retained by the depositor must provide the depositor with a letter (with copies provided to each Rating Agency
rating the certificates, the related underwriter and the related trustee) stating whether or not the characteristios of the Additional Obligations
conformm o the characteristics described in the related prospectus or prospectus supplerent and/or Pooling and Servicing Agreement. In
prepasing 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 nio later than three months or 90 days after the closing date or earlier in certain circumstances if the pre-funding acconnt
falls below the minimum level specified in the Pooling and Servicing Agreement or an Bvent of Default occurs.

Amounts transferred to any pre-funding account and/or capitalized interest account used in connection with the pre-fimding may be invested anly in
certain permitted investments (“Certain Investments”).

The refated prospectus or prospectus supplement st deseribe:
(i) any pre-funding account and/or capitalized interest account usedin connection with a pre-funding account;
(ii) the duration of the Pre-Funding Period;
(iii) the percentage and/or dollar amount of the Pre-Funding Limit for the trust; and

(iv) that the amounts rermaining in the pre-funding accountat 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 Investiments for the pre-funding account and/or capifalized interest account and, if
not disclosed in the related prospectus or prospectus supplement, the terms and conditions for eligibility of Additional Obligations.

The rating of a security may change. If a class of secutities no longer has a permitted rating fiom at least ore 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 Exernption 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 ciroumstances, 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 info account the overall investmient policy of the Plan and the composition
of the Plan®s irvestment portfolio.
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LEGAL INVESTMENT

The prospectus supplement for each series of securities will speeify which, if any, of the classes of securities offered thereby constitute
“mortgage related securities” for purposes of the Secondary Mortgage Market Enhancernent Act of 1984 (“SMMEA™). Classes of securities that qualify as
“morigage related seourities™ will be legal investments for persors, trusts, cotporations, parmerslips, associations, statutory trusts, and business entities
(ncluding depository institutions, life insurance companies and pension funds) created pursnant to or existing under the laws of the United States or of any
state (including the District of Colurnbia and Puerto Rico) whose authorized investments ate 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 investrient anthority of any of those entities with respect fo “mortgage related
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securities,” securifies will constitute legal investments for entities subject to the legislation anly 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 alfect the validity of any contractual commitment to purchase, hold or invest in securities, or require the sale or other disposition of
secutities, 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 institations 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 barks may purchase securities for their own acconnt without regard
to the limitations generally applicable to investment securities set forth in 12U.8.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 fo 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 CF.R. Part 703), which sets
forth certain restrictions on investment by federal credit unions in mortgage related securities (in cach case whether or not the class of securitics 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 depositoryinstitutions considering an investment in the securities (whether or not the class of securities under consideration for purchase
constifutes a “mortgage related security”) shonld review the Federal Financial Institations Examination Council’s Supervisory Policy Statement on the
Securities Activities (to the extent adopted by their respective regulators) (the “Policy Statement™) sctting forth, in relevant part, certain secutities trading
and sales practices deemed unsvitable for an institution’s investment portfolio, and guidelines for (and restrictions on) investing in mortgage derivative
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 suchas 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 productis a “4igh-risk mortgage security,” and whether the purchase (or retention) of sucha
product would be consistent with the Policy Statement.

The foregoing does not take into consideration the applicability of slatutes, rules, regulations, orders guidelines or agreements generally
govemning investments made by 2 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 issuedin
book-entry form.

Thete 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 mvestor’s assets. Investors shonld consult their own legal advisors in determining whether

and o 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 twst fund) through any of the
following methods:

« by negotiated firm commitment 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 desctibe the method of offeting being used for that series and will set forth
the identity of any underwriters thereof and either the price at which that series is being offered, the nature and arnount of any underwriting discowts 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 1nderwriters® obligations, any material relationship between the depositor and any underwiter and, where appropriate, information regarding any
discounts or concessions to be allowed or reallowed to dealers or others and any arrangements o 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 ifany secwrities are purchased.
Securities may be acquired by the underwriters for their own accounts and may be resold from time to time in one or more fransactions, 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 Ine. and Tirst Horizon Home Loan Corporation, in connection with offers and sales related to market making transactions in the securities
i witich FI'N Financial Securities Corp. acts as prineipal. FTN Financial Securities Corp. may also act as agent in those transactions. Sales in those

transastions will be made at prices related to prevailing prices at the time of sale.
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Underwriters and agents may be entitled under agreements entered into with the depositor to indemmnification 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 agreeients 1o be entered into between the depositor and purchasers of securities of the series.

LEGAL MATTERS

The validity of the secunities of each seties, 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,

TINANCIAL INFORMATION

A new trust fund will be formed with tespect to each series of securities and no trust fund will engage in any business activities or have any
assets or obligations prior to the issnance of the related series of securities. Accordingly, no financial statements with respect to any trust fund will be
ineluded in this prospeotus or in the related prospectus supplement.
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RATING

Itis a condition to the jssuance of the securities of each series offered hereby and by the prospectus supplement that they shall have been ratedin
one of the four highest rating categories by the nationatly recognized statistical rating agency or agencies (each, a “Rating Agency”) specified in the related
prospectus supplement.

A rating is based on, ameng 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
Joans will be made, the degree to which the rate of those prepayments might differ from that originally anticipated or the likelihood of early optional
termiination of the series of securifies, 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 shotld be evaluated independently of any other security rating. A rating
will not address the possibility that prepayment at higher or lower rates than anticipeted by an investor may cause the investor to experience alower than
anticipated yield or that an investor purchasing a security at a significant premium might fail to recoup its initial investment under certain prepayment
5CENarios.

There is also no assurarice that any rating will remain in etfect 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 fiture so warrant. Inn addition to being lowered or withdrawn due to any ercsion
in the adequacy of the value of the Trost Fund Assets or any credit enhancement with respect to a series, a rating might also be lowered or withdrawn
among ofher Teasons, because of an adverse change in the financial or otlier condition of a credit enhancement provider or a change in the rafing 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 onthe basis of
criteria established by each Rating Agency rating classes of such series. These oriteria 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 oredit enthancement required
with respect to each class of securities. There can be no assurance that the historical data supporting any such actuarial analysis will acourately reflect
futnre experience nor any assurance that the data derived from a large pool of mortgage loans aceurately predicts the delinquency, fareclosure 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 onthe
tespective 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, foreclosires 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 frust fund. To the extent that those losses are not covered by credit enhancement, they will be bome, at least in part, by the holders of one or more
classes of the securities of the related series.
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ANNEX 1

GLOBAL CLEARANCE, SETTLEMENT AND TAX
DOCUMENTATION PROCEDURES

Except in certain limited circumstances, the book-entry securities will be available only in book-entry form. Investors in the book-entry
securities may hold them through any of The Deposttory Trust Cornpany (“DTC™, Clearstream, Liembourg or Euroclear. The book-entry securities will
be tradeable as home market instruments in both the European and U.S. domestic markets. Initial setflement 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
condueted in accordance with their normal rales and operating procedures and in accordance with. conventional eurobond practice. Secondary matket
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 secunities through Clearstreamn, Luxembourg or Buroclear and
investors holding inferests in book-emntry securities through DTC participants will be effected on a delivery-against-paymert basis through the respective
depositories of Clearstream, Luxembourg and Buroclear (in that capacity) and other DTC participants.

Although DTC, Enroclear and Clearstream, Luxemboing are expected to follow the procedures desciibed below to facilitate transfers of interests
in the book-entry securities among participants of DTC, Euroclear and Clearstream, Luxembourg, they are under no otligation to pexform or continue to
perform those prosedures, and those procedures may be discontinued at any time. Neither the Issuer nor the indenture trustee will lave any responsibility

for the performance by DTC, Euroclear and Clearstrearn, Luxemnbourg or thieir respective participants or indirect participants of their respective obligations
under the rales 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 meef certain
sequirernents and deliver appropriate U.S. tax documents to the secutities 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 Clearstreat, Lisembourg 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. Interests in
book-entry securities will be credited to the securities custody accounts on the seftlement date against payment in same-day funds,

-110-

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 setflement can be made on the desired value date.

Transfors between DIC Participants. Secondary market trading between D'TC participants will be settled using the DTC procedures applicable to
sinilar issues of pass-through notes in same-day funds,

Transfers between Clearstream, Luxembourg and/or Euroclear Participants. Secondary market trading between Clearstrearn, Luxembourg
participants or Buroclear participants and/or investors holding interests in book-entry securities thiough them will be settled using the procedures
applicable to conventional eurobonds in same-day funds.

Transfers between DIC Seller and Clearstream, Luxembourg or Euroclear Puschaser. 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 fo Clearstream, Luxembowg or Euroclear through a Clearstream, Luxembourg patticipant oy Eurocleat
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participant at least one business day before settlement. Clearstreans, Luxembourg or the Euraclear operator will instruct its respective depository to receive
an inferest 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 exclucling 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-entry securities. After settlernent 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
aredit 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 whern settlement occunred 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 wilt be valued instead as of the actual settlement date.

Clearstream, Luxembourg participants and Euroclear parficipants will need to make available to the respective clearing system the finds
necessary to process same- day funds settlement. The most direct means of doing so is to pre-position finds for settlement from cash on hand, in which
case the Clearstream, Luxentbourg participants or Euroclear participants will take on oredit exposure to Clearstrearn, Luxembourg or the Buracleat
operator until interests in the book-entry securities are credited to their accounts one day later.

As an altermative, if Clearstream, Luxembourg or the Euroclear operator has extended a line of credit to themn, Clearstream, Limembourg
participants or Euroclear patticipants can elect not fo pre-position funds and allow that credit line to be drawn upon. Under this procedure, Clearstream,
Luxembourg parlicipants or Euroclear participants receiving interests in book-entry securities for purchasers wonld incur overdraft chaiges for one day, to
the extent they cleared the overdraft when interests in the book-enfry securities were oredited to their accounts. However, interest on the book-enfry
secnrities would acarue from the value date. Therefore, the investient income on the interest in the book-entry securities eamed during that one-day
period would tend to offset the amount of the overdraft chatges, although this result will depend on each Clearstream, Luxembowrg participant’s or
Euroclear participant’s particular cost of funds.

Since the seltlement through DT C will take place during New Y ork business houss, DTC participants are subject to DTC procedwes for
transferring inferests in book-entry secusities to the respective depository of Clearstream, Luxembourg or Euroclear for the benefit of Clearstream,
Luxembourg participants or Evroclear participants. The sale proceeds will be available to the DTC seller on the settlernent date. Thus, to the seller settling
tie sale through a DTC participant, a cross-market transaction will settle no differently than a sale to a purchaser seffling through a DTC participant.

-111-

Finally, intra-day traders that use Clearstreamn, Luxembourg participants or Euroctear participants to purchase interests in bock-entry securities
from DTC participants or sellets settling through them for delivery to Clearstream, Luxerbourg participants or Evroclear participants should note that
these trades will automatically fail on the sale side unless aftirmative action is taken. Atleast three techniques SHOULD be available to eliminate this
potential condition:

() borrowing interests in book-entry securities through Clearstreain, Luxembourg or Eurodlear for one day (until the putchase side of the intra-
day trade is reflected in the relevant Clearstrean, Luxembourg or Enroclear accounts) in accordance with the clearing systemn’s custormary
procedures;

(b) borrowing interests in book-entry securitics in the United States from a DTC patticipant no later than one day before settlement, which
would give sufficient time for the interests to be reflected in the relevant Clearstrearn, Luxembourg or Enroclear 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 Clearstream, Luxembourg patticipant or Euroclear participant.

Transfers between Clearstream, Luxembourg or Buroclear Seller and DTC Purchaser. Due to time 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-eniry secwnities to the
DTC patficipant’s account against payment. Payment wilt include interest acerued on the book-entry securities from and including the last distribution
date to but excluding the setflement 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 Clearstrearn, Luxembourg participant’s or Euroclear participant’s accournt
would be back-valued to the value date (which would be the preceding day, when settlernent oceurred through DTC in New York). If settlernent 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 settiement date.

CERTAIN U.S. FEDERAL INCOME TAX DOCUMENTATION REQUIREMENTS
A beneficial owner of book-eniry secnrities holding securities fhwough Clearstream, Luxembourg or Evroclear (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 iiterest (inelnding original

issue discount) on registered debt issued by U.S. Persons, unless (i) each clearing syster, bank of other financial institution that holds cuslomers’
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securities in the ordinary conrse 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 cne of the following steps 1o obtain an exemption or
reduced tax rate:

Exemption for Non-U.S. Persons (Form W-8BEN). Beneficial owners of notes that are Non-U.S. Persons can obtain a complete exemption from
the withholding tax by filing a signed Form W-8BEN (Certificate of Foreign Status of Beneficial Owner for United States Tax Withholding). 1f 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 (Form W-8EC). A Non-U.S. Person, including a non-U.S. corporation or
bank with a U.S. brancly, 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 withhaolding tax by fiting Form W-8ECI (Certificate of Foreign Person’s Claim for Exemption from Withholding on Income
Effectively Connectad With the Conduct of a Trade or Business in the United States).

-112-

Exemption or Reduced Rare for Non-U.S. Persons Resident in Treaty Cauntries (Form W-8BEN). Non-U.8. Persons that are beneficial owners
residing in a country that hus a tax treaty with the United States can obtain an exemption or reduced tax rate (depending on the treaty terms) by filing
Form W-8BEN (Certificate of Foreign Status of Beneficial Qwner for United States Tax Withholding).

Exemption for U.S. Persons (Form W-9). U.S. Petsons 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, (i) a corparation or partnership or other entity treated as a corporation
or partnership for federal income tax purposes oreated or organized in or under the laws of the United States, any State thereof or the District of Columbia
or (ifi) 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 sipervision of the administration of the trust and one or more United States persons have the authority to
contral 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 concerming their halding and
disposing of the book-entry securities.

-113-
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Itemn 14.

INFORMATION REQUIRED IN THE REGISTRATION STATEMENT

Other Expenses of Issuance and Distribution

Set forth below is an estimate of the amount of fees and expenses to be incurred in connection with the issuance and distribution of the securities
offered hereby, other than underwriting discounts and COITHNISSIONS.

SEC Registration Fee

Miscellaneous

117.70

*  To be caloulated at a later date.

Item 15, Indemnification of Directors and Officers.

Section 145 of the Delaware General Corparation Law, as amended, provides that & corporation may indemnify any person who was or is a party
oris threatened fo 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 hie is or was a director, officer, empl
corporation or business association, against expenses (including att

oyee or agent of the cotporation or is or was serving at its request in such capacity in another
orneys' fees), judgments, fines and amounts paid in settlement actually and reasonably
incurred by him in connection with such action, suit or proceeding if he actedin good faith and i a manner he reasonably believed to be in or not

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

untawful.

As permitted by Section 102(b)(7) of the Delaware Ge:
that a director of the Registrant shall not be personally able to the Registrant or its stoc
director, except for Hability (i)
faith or which involve intentional misconduct or a knowing violation of law, (iii) under Section 174 of the Delaware General Corporation Law,

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

neral Corporation Law, as amended, the Registrant's Certificate of Incorporation provides
Lholders for monetary damages for breach of fiduciary duty as a
for any breach of the director’s duty of loyalty to the corporation ot its stockholders, (i) for acts or omissions not in good
or (iv) for

The Registrant's Certificate of Incorporation and Bylaws provide that the Registrant will indemnify each person who is or was a direstor or officer
of the Registrant to the maximum extent penmitted from time to time by law.

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

certain liabilities incurred by its officers and directors and by the officers and directors of certain of its subsiciaries and other aftiliated corporations.

See Item 1 7(c) below.

Item 16. Exhibits.

Cxhibit No.

1.1
3.1
3.2
4.1
4.2
43
5.1

Form of Underwriting Agreement®

Certificate of Incorporationt?

Bylaws( '

Form of Pooling and Servicing Agreement for Mortgage Pass-Through Certificates®
Form of Indentwe®

Form of Trust Agreement®

Opinion of Andrews Kurth LL P regarding legality of the Securities®
®
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8.1 Opinion of Andrews Kurth LLP regarding certain tax matters

10.1 Form of Morlgage Loan Purchase Agreement®

10.2 Forn of Sale and Servicing Agreement™®

23.1 Consents of Andrews Kutth LLP (contained in their opinions filed as Exhibits 5.1 and 8.1 to this Registration Staternent) ©
24.1 Powers of Attorney®

[$]
@

@

@)

)]
©

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 $-3
(No. 333-74467)

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

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).
Previously filed with the Commission on October 8, 2004 as an Exhibit o the Registrant’s Registration Statement on Form S-3 (No. 333-119657).
Filed herewith.

Item 17, Undertakings

@

The undersigned registrant hereby undertakes:

¢))] 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:

® to include any prospectus required by Section 104a)(3) of the Securities Act of 1933,

@i) to reflect in the prospectus any facts or events arising after the effective date of this registration statement (or the most recent
post-effective amendinent hereof) which, individually or in the aggregate, represent a fundamental change in the information set forth in this
registration statement; and

(i) 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 staternent.

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 shatl 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.

®

©

The undersigned registrant hereby undertakes that, for purposes of determining any liability under the Secwities Act of 1933, each filing of the
registrant’s annual report pursuant to Section 13(a) or Section 15(d) of the Securifies 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 boua fide offering thereof.

Insofar as indermification for liabilities arising under the Securities Act of 1933 may be penmitted to directors, officers and controlling persons of
the registrant pursuant to the provisions described under Itern 15 above, or otherwise, the registrant has been advised that in the opinion of the
Securities and Exchange Commission such indernnification 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 snccessful defense of any action, suit or proceeding) is asserted by such
director, officer or controlling person in connection with the scourities being registered, the tegistrant will, unless in the opinion of its counsel the
matter has been settled by controlling precedent, submit to a court of appropriate jiuisdiction the question whether such indemuification 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.
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SIGNATURES
Pursuant to the requirements of the Securities Act of 1933, the Registrant certifies that (1) it has reasonable grounds to believe that it meets all of
the requirements for filing on Form $-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 indersigned, therennto duly authorized, in the City of Irving, State of Texas, on the 23vd 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 (fogether 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, making such changes it this Registration Statement as the Registrant deems appropriate.

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

Gerald L. Baker

fs/ Peter F. Makowiecki

Peter F. Makowiecki

President
Chief Executive Officer and Director
{Principal Executive Officer)

Chief Financial Officer and Treasurer
(Principal Financial Officer and
Principal Accounting Officer)

May 23, 2005

May 23, 2005

/s/ Charles G. Burkett Director May 23, 2005
Charles G. Burkett
s/ Thotas J, Wageman Director May 23, 2005
Thomas J. Wageman
11-3
INDEX TO EXHIBITS

Exhibit No.

Form of Pooling and Seivicing Agreement for Mortgage Pass-Through Certificates®

Form of Trust Agreement™®

IZHACE:

Opinion of Andrews Kinth LLP regarding certain tax matters®
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10.2 Form of Sale and Servicing Agreement®

()
@

[

(O]

&)
©®

Previously filed with the Commission on March 16, 1999 as an Exhibit to the Registrant’s Registration Statement on Form 8-3 (No. 333-74467)
Previously filed with the Comrmission on May 20, 1999 as an Exhibit to Amendmment No. 1 to the Registrant’s Registration Statement on Form -3
(No. 333-74467)

Previously filed with the Commission on December 20, 1999 as an Exhibit to Amendment No. 3 to the Registrant’s Registration Statement on Form
8-3 (No. 333-74467).

Previously filed with the Commission on October 12, 2000 as an Exhibit to the Registrant’s Registration Statement on Form $-3 (No, 333-100663).
Previously filed with the Commission on October &, 2004 as an Exhibit to the Registrant’s Registration Statement on Form §-3 (No. 333-119657).
Filed herewith.
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S-4/A | y04304:8svAna htm FORM $-47A

TakleofConants

Rs fited with the Seountties and on August 16, 2011
Reglstrotion No, 333-171370

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20543

Amendment No, 8
to

5.4
REGISTRATION SYAYEMENT UNDER THE SECURITIES ACGT OF 1533

NATIONSTAR MORTGAGE LLC NATIONSTAR CAPITAL CORFORATION
{Exectname of reigisteant asspecified in kachaden (Exsct nwnd of regiskiond as spor¥ied in lis chaited)
Deloware Delawsre
(State o othor juisdiption of ¥ lign o1 (State o ctherjurisdelion of incorgotaticn er orpanization)
£ G
(Primaly standard indushia classiicadion cude wurben (Priraary stsndard industtial classitication cede puivkion
75.2921540 27,4996 457
tiR.$ Emphyet idenlifcalion Na.) (5.8, Eovployetidentiic stion No)

250 Highlend Bive 350 Highlanst Drive
Lewisyille, Texas 765067 Lawicville, Taxas 75067
(Address, nciudng 2lp code, and iolephone nuirber, (Address, incuding 2 code, and leiephobe nustlor,
intluding area cde, of principal exeridive ofiices) mcding areq cade, of pincipal exseutive oiices)

and tha Guaramton idemtifien in Tahle of Additiangt Raglstrunt Ganranters helow

pane Sutheitand, ESg, Puatic Molaughling Exg.
Executive Vice Presitent and Genemi Counsel Cleary Gottlich Steen & Hamilton LLP
Notienstar Mertgage LLC One Liberty Piaza
35¢ Highlami Diive New Yeri New York 10000

LewisvRle, Texas, 75067

(Name, adgress, Inctuding 2ip code, and lelephone (Ceptes of aif commvuniations, Inchiding
purher, ntuding ates code, of agent for service) corryications sent
10 AENd oy Sosvine)

[

4 $ate 10 the PUBHCT AS SH0N as pradicabie afler nis egisdzstion safernent bes onles effective.

« dote of of

i ine secuities being registered on this £ oim ate being offeed in connection vah 3he fosrratian of 2 hoigng tompany and there iscompliance vain Beneral A tucdon G,
thotk Jho felioving box. £

3t 1hts F onmis fied 10 1egider additional secuiilies for an offering pussuant o Rule 462(0) under dhe Gecurties Act, chek e faflgaing bex and fislthe Seturises Ael
leqietration staterment number of e eauller affeCiive tegistration stalement (01 tho san offeling. )

1 hisF oimnis @ poskeffoctie omendmend g hUrsuars to Rule 462(¢) under the Securios Ach, chieck she following bok anid ¢t 1he Beturtles ACl REstraton datement
number of flie eanle effaclivo reglstratian statererd for the ssme offering. O

The registrant hereby nmendis this registration statement on sush date or datge as moy he nooossary to datay its effective date untit the
registramt chall flle 3 Tarther smendmen which spaciically states that this regictration skal} hacome )
with Sectien R(a) sf tha Securitlas fct ox unill the rogistimtion sistemant shall hevomma effective en such date as the Securities and Exchunge
GCommission, acting pursuant 15 said Section B{a), may determine,

Ablgalfaxenis
Table of Additicnai Regish ant Guarantors
Hame Juricdicilen RS, Emplayir 1D # Addrssy and Tetephont ¥
[Centex Lang vista Ridge Lewdsyhic 1 Delavare 752021540 350 thgraacd Diive
Genera Padner, LLC Lewnvite, Texas 15067
Cantex Land Virda Ridge Lewioedlo 8, LP. Dolaware 20-3437712 350 Highiand Drive
Lewsvile, Texas 75067
340
Herwaud Gervire Compary LLC Delawaie 75.2026375 350 Higliand Drive
Lewtsvbie, Tenss 75007
Harwood Insurance Sewvices, UC Galtornia 15-2911440 350 Highand Dnve:
Lewisville, Texas 75067
Harwood Setvite Congany OF Oeargis, LLC Geargla 73-1643246 350 Highland Drive
Lewisville, Thxas 75067
Hanwvood Servire Gompary Of New Jersey LLC New Jersey 74-3047403 350 Highjaraf Orive:
t.ovdsvile, Taxas 75067
Horeséiedt Seltiewant Sentkas, LLC Delaware 70-1356314 350 Highlard Ctivo
Lewisvire, Texss 76067
HESRAE]
[Natinastsr 2008 Enuty Cuporalian Delawsie 271285862 350 Hightand Diive
Lewovile, Texss 75067
Nationstar Equily Conpucation Nevada 75-3751305 356 Highieng Drive
Lewsville, Texas 75057
[Natiinstar Industeial Caan Cempan; Ternessee 75-2786815 350 Hightand Drive
cwrsvito, Y4495 76067
hationstar ingustral Loan Cotporation Hinuesola 75-2803483
NSH Recovery Saevices ine Delavare 27-3275695 350 Highlard Trive
Lewsvily, Texas 75067
NG £ oreclosute Servites int. Dejuge 27-3916074 350 Heghilarg Drive
Lewisville, Texas 75067
anleart
e fmton dsien {n ST p ritILaLy pIUSQECTUS 16 REL COMPIETE QLA AUY Ye charged. Theve scurmics muy ol be il aatif the Iginration statewend tited
ih 156 Fect et ond BXChingt Commisiun 1% CHrctive. THES prehminory p1o6 echis is nGAEY o OUY 18 SUIl Ner & QaliCitatian 8T ad sHfer te purchuve
thasr acuridics in ony lerisdRetisn whery vin affer of sxla jv naf pormitled,

SURJEGT 10 GONFLETION, BATED AUGUST 16, 2041
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PROUSPECTUS
ey
Nationstar
Nationstar Morigage LLC
Nationstar Capital Corporation

Ofer to Exchange any and all of our outstanding unregistered 10,876% Benlor Notes due 2015
tor $2650,000,000 aggregate principal amount of our naw 10.875% Senior Notos due 2015
that have koot rag! uwndar the AGt of 1823, as amendad

Terma of the Exchange Ofter

+ We are affering 10 exchange any and all of our ouistanding 10.875% Senior Notes due 2015 that were issved on March 26, 2010 {the “Old Notes”} Tor an
equal amount of agwe 10.675% Semior Notes 2015 (the "New Woles”, and tgether wih the Old Natos, the "Nelns").

+ The exchange offer expire s at 500 p.m., Neve Yaik Cly ime, on L2011 (suth date and fime. the "Expirafion Date”*, ualess we exlend of terminaie
the exchange offer, in which case tha "Evpiration Date” wit mean the 1atast date and lime 1o which we extend the exchange offer).

¢ Tanders of Old Notes raay be witndrawn al aiy hme pior to the Expiation Date.

« A Old Notos it are validly tendered and nod validly withdravn will be oxehonged.

+ The exchange of Oid Nole s for New Notes gecedlly wil not be a taxable exchange for U.S. fedetal income tax purposes.

« Ve wilt not recoive any procesds fiom 1ho excizangs offer.

.+ The tesms of the New Noies fo be issued in the Bxch ange offer ate substantially tie same &s the terms of the Cld Noes, except thai the offer of the New

Nofss is ragictered under the Secuities Act of 1933, 23 amerded (the *Securiios Ad?), and the New Notes have no wrange: resticlions, Aghis 10

additional interest or regigtration rights.

+ The New Noteswill be senior unsecuted ebligations of each af Hationstar Morlgage LLC and Nalienstat Cagilat Corpuration, jointty and seve rally, and wil

Ye unconditionslly gusrenteed, juinlly and severally, by eoch of pur existing ard fifure domestic bsidianes other than guaraator subsidiados a8

defined by tho indo mute gnverning tha New Nedes. Soe "Descrption of the New Notes.”

. The New Moteswdl not bo fisied ant any Securitios exchange. A public market for thy Hew Notas may net develop, which cout make sefling the New

Mates difficull.

We arg makirig th oxchangn offar in reliance on e pasition of the staff of the SEC as set fanh in interpretive teilers sddresea d 1o thivd parties in other
tansactions, including the SEC staff's no-seion Jeter, Exxon Cuptal Hoklngs Compurtion, available fay 13, 1983 Sse "Descrplion of the Exchnnge Offer—Ressle
of the New Noles.®

Each broker dealer that receives New Noles for its omn acevunt pursuand fo e exchan
conaeclion with any regale of sueh New Nates The letier of ial accomqanying this pi
P10spocius, a hroker dealer wl not be desmad te admil that i s a0 "underwilter within the ‘moaning of the Sscurtias Adl. This prospacius, as it may be amendsd er
supplemenied from ine te ime, may be used by & hioke rdealer m connoction wih resatesof New Notos racai ed in exchango for Old Nots where such Old Noles
we e acquired by such broke - deater as 2 tooull of market-making sciivitics or ather trading activities, Staring on the Expiration Dato {as defne d herein} and € ading
on the clgse of business 90 days aller the Exphation Date, we will make this proguecius svsifabie ta any broker dealer for use in connection with eny suck resak.
See "Plan of Distibution.”

tnvesting in the New Motes to be jasied i the exchanpe after invalves sertain visks, See *Risk Factar? kegnning oh page 18,

We are not making an ofer to oxchange Notes in any Jivlsdiction whera the otor is not pannitted.

ge offes musl acknowledge thiet it wil daliver 8 prospecius i
clus states Jhat by so atknowtedging and by delverng a

R

Neither the and GA {tho “SEC®) nar any state securities sommission has approved or disapproved
ot thesr seeuritias or passed upon the or of this prospect Anyr td the contrary is a crininal
oHense.

The date of s prospectus i L2011
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We have not authotized anyone to give any information or make any representation nhowt the affering that ta different from,; o7
in addition ta, that cantained in this prosperdus of the rainted registration statement. It your ar2 tha jurisglotion where oriers to sell,
or soiloitations of oHers to purchase, the scouritios offsred by this dosument are unizwlisi, o it you ara a person to whom it is
unlawiut to direct thess types of activitios, than the offer presontad in this documant does not extand to you. The information
contained In this document speaks onty as of the date of this docutaent unfoss the imormation specificaliy indicates that anothor dats

applies.

WHERE YOU CAN FIND MORE INFORMATION

We have filed will the SEC 2 (egishation stement on Form S-4 to cegivter this exchange offes of fiie Mew Note s, which you can wcvess on the SEC's
wo bsile at hilg:ivwar soc gav. This progpoctus, shich foeras pa A of the rogistraiion clatsrant, does not contain o}t of the infomaation included in that 1egistration
stalemont. Fer fuither information 4b out Us ang aboui the Mew Nules offered in 1his praspectus, vou should refer 1o the registiation sialament and s exhibita Yuu
rmay 12ad and copy any malerisls we file with the SEC at the public referance raom moialained by the SEC at 100 F Streel, NE., Washington, D.C. 20539, These
atenials are atse available fo the public from the SEC's webisite & Tt/ sec.gis,

MARKET ANDR INDUSTRY DATA

Cerain mawkel and industty 212 included io This prospoctus has bren ebiain ed from thitd pasty sources that vie believe 1o be rebable. Marke) gsimates
are calculaded by using indepeadent indusiry publicalinng, goversment publizations and third party forecasts in cagjunciion with pur assumplions sbout our markets.
We have netindependenily verifisd such thud pany inferrmation. While we are not aveare of any misstatements regarding sny macket, industiy or sintler Uata
prosaried hosein, suth Gala involves rsks and uacertsinties and i¢ subjett 1o change biased on vatious faciers, intluding those discussed under the headings
“Cautionary Statement Regarding Forward: Luoking Stafements” ard "Risk Faciors” in Mis prospedus.

WEBSITES
The infoumstion cordzines on ot ihat can be gocessed thiough ang of pus webghes ix not incarpoiated in, and ix a0t pan of, his progpectus or the
ragisiration staleraont
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Eablesf Contonts

PROSPECTUS SUMMARY

This prospecius suramsity conlging b sic informations sboul out compary g the offesing. It may nol comtain ok 1he infonnstion thel may ke imporiont to
you. For centoin induslry teims, investors are iefered to Ihe section sntitizd “Gossery of indvslyy Toans™ baginning on psye 86, Ivestors should carelully 189d tiis
entie prospectus including the infosmation set forth under “Risk Factors™ and “Manageraent’a Discussion and Analysis of Financial Conditan and Restlts of
Operalions™ and in our o ik Iinanciol 1s and refsted notes. Lnkess otharwise indicated or the context atheiwioz requiies references in this
prospacius to ‘Nationstar” the “Company.” “we," w0 *our” tefer collaciivel (o Nationster Monigego LLC ond s eubsilizrios. With rogpect to 1he discussion of the
t6ras of the notes on the cover page, in lhe s:clion enldfed "Prospecius y—Suramary of the Offe” in the szciion entiled "Prospectes Summary
~Surnmaty of tho Now Nobes” and in the section ortitled “Deszripion of the New Notes” wlernces to “we,” “us” or "7 include ony Nationsial Kerlgaye e
and Nationster Capita} Corporstion and nol ay other aubsxdisries of Hationstar Moigage LLC.

Campany Overview

Wa are a leading residential morlgage loan servicer and one of the top five nan-bank setviceis in the United States as me asured by aggregale unpaid
principal balance of foans sewviced. We service mangage lnans in all 50 slales ang we are litensed as 2 cesidential mentgage ban sefvicer andfor a third- pady
default speciafist in alt states that roquie such licensng. in additian 16 our core Sesvicing business, we curently eriginate primarily conventional agency (Fanaig
Mae and Freddie Mac, collectively the “government sponserod enterpricas” or the "GSEsY and government (Fedoral Housing Adminigtration ang Depanment of
Vigtarans Afsire) residential mortgage loans, and we are licensed to miginate regdentiat martgage ans i 4D siales. Dur headquarters and operations are based
in Lewisville, Texas. As of Apil 30,2011, we had a total of 2,176 ewfleyees.

Loen Sewicing

We are ont of Ihe lages! independent loan servicers in the United Slales. Our serticing ponolie censists of moriyage servicing fights aequired fiom o7
subsewited for various thitd parties as well as foans we orginate thrnugh our intograted ofigination piatiorm. As of Mareh 31, 2041, ous sewicing restfelio induded
over 404,89C loans wilh an aggregale unpaid principal batance of $57.0 bilion. We service motigage loans in alf 50 states, and we ore licensod as & regidantial
montgage loan servicer and/or a 1hind party debt defeult speciakist in all states thal raquire such licensing, Ous Seavicing Segment produce s recurring, {ee-based
ravanuec based upon centiactoally established sevicing faes.

Sowicing fees primariy consist of an amount based in the aggregate unpaid prircipa! balance of the loans serrited and also include ancillary fees such
45 late fees zod insufficiant funds fees. tn addition, we earn infarest income on amounts deposited i colledlisn accounts and amaunis held in eterew fo pay
praperly laxes and insurante, whith we tefer to as floal heeme. Wa also gensrate oeative [ees Fom ovmers of the foans that we s2ivice for meating cenialn foss-
iniligation melfics snd fot arvanging suceasshul loss witigation piegrams. Moseover, the LLS. fedetal govemment pays us incentiee fzes for loans that we
sugeesslully modify within the pa anesers of the Home Aftordable Modificalion Program, or HAKP. In additen, we leveays out toan gewicing business and
custamer base fo provide several complementary semices that genarate fee-based reyenues.

Wa use a flexible, high-1ouch sotvicing mode! that focuges en peisonal contaciveith borrewers and i desgned (o decrease borower delinquencies and
dofaulls va mortgagas and o increass bonower ropayment performance veith 2 goal of hetow awneship presersalion. Dur apersling culture emphasizes individual
dofaull speciatist accounisbiity for assel pesfomance (what we ferto as credil loss ownership) and loss miligation practices 1o impiove assel performanco ond
cash flow and to reduce credit fosses Our servicing mode) and operating culjurn have proven espocislly valuable in e currant distee ssid residential maskes, and
we have established an exceiiznt hack record servicing ¢redi- sensiftva toans.

We balieve that our demonstialed perfarmance in servicing foans for a GEE fotiftated our acyvisitons of wo significanl morlgnge sowvicing tighte
podiolios folaling apieximstely §25.0 bition sioce

TadlsafOawienis

Noveinier 2008. Thess two porfalios were previously serviced by other senvicers These scquisilions helped us graw dur servking poafolic frarn 127 billion on
Decembar 31,2007, 1o $67.0 bition on March 31, 2011, including sppraximately 4725 bilian in urpsir principal balante which we boarded in Novembar and
December 2010, when we entared into & subsevicing agreement with ¢ OSE

Loan Onglnstions

W are also ong of the fevr high-louch servicers in the United States with a laan ofigination plstform, We currently originate primarily prime agency and
gavemment confonming residential mofgage leans, and we ate ficensed 10 ofiginate residential matgoge Joans in 49 sates. Our Qrginatiers Segment diversifies
our ¢ffusing of motlgage sevices and fuilher stubilizes our reverwe steeam. 1n 2008, we orginated $1.4 bilion in agyegale principat bslsuce entiely consisting of
convertional i siden izl morigage losns. In 2010 and in the fiest quaster of 2011, o ut oviginations tetated $2.5 bitfion and 0.7 bifion, te spectively, in aggregsle
piincipal balance. We osiginate loans through out thige foan originatian channels:

. CopsumerDimet Retail Chaanel—thmugh which we market tefinancing and puschase money raonigage fosns direcify fo solected constners from out
centrelized call cerder;

+ Distibated Retsil Ghannel~thiough which vis market fafinsncing and purchose monay metigayt tsons dxecily o consumers from local branches; and

« Violesale Channot~threugh which we matkel out refinancing and purchase money raeryage loans 1o third party morigage brokers.

We oiiginate purchase muney loans and refingice existing loans, induding loans that we senive. OQur skategy is fo mitigate ihe credil, markel end
intesest zale sk from loan odyinations by either seliing newly odiginated loans or placing thein in G5E or gaveinment securilizations. We typicelly sell new leans
within 30 days of origination, end we do not oxpedt fe hold any of the Toans thot vio currontly origivele on our bolanco sheat on 4 long-1erm basie. A the lime of
sale, we have Lhs oplion lo retain the mortgage sesvicing rights an loans we otginate,

Our origination capability diferentiates us fiom ofher acn-bark, high-touch loan servicers witheu an integided origination platform by.

» providing us with an organic spurce af new Inans lo sewics as exisfing foans are tepaid or olherviso liquidatod as esiginalad I0ans servicsd by us
\ypically gsne rate higher seturns than comporable mortgage earvicing rights thal we veould acquire from a third porty;

+ pioviding an aticaciive supplementation tn our sewicing loss misgation steatogies by altwing us Lo modify aad refinance mortzsgs loans, ineluging foans
Ihet we sewice;

«  geating a divorsifiod source of revenue, and

+  buildiag brand rocognition.

Legacy Assets and Olher

Ve also have 3 legacy asset ponfolin, which consists primarly el nen-prme and noncentosniag e siceabat motigage lnans, magt of which we miginajed
froen A te July 2007. I8 Novombar 2068, we ferm-(inancod sut hagacy aseels with non.recourso debt that sequites 05 addiiaral rapital nr equity conlribulions. In
conjurction win the Iransactien, wo rectsssifiod ow legacy assels 16 “held for investment v ous conselid sied balarte sheet, which allewed us o eliminate fusther
sasak lo- kel s ccounting exposuie on these assets. We conlinue 10 service these foans using ol high-Joush Sewicing model Additionaliy, we consolidaled
ceitain securitzolion hivets whete it was determined that we had both the paveer to direct the activities that mo sigaificanty impact the VIE's ¢conamic
peifermance and the ahligaton to absarb lo sses v the right to receive benefits tha: coutd potentially
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he signdicant 1o the VIE, pisstant to new consolidatinn accourting puidance retated 16 VIES ad epted on Jsausy 1,2010,

Industry Overview

Loan Servicing

fccording o inside Matgage Finance, hete were $10.5 lrillion i residentiat morgage lgans Jing i thee United Sistes as of March 31, 2011, sud
cacti morigage Joan requires sewvicing. Loan servicers norrually eain 8 sewvicing fee of 25 1o 50 basis paints per ancum on the uspeid principal batence of loans
sesviced, a5 well a5 assncialed anclfasy [aes, such a5 late fees. Consequenily, @ (03 services Can cieate ¥alue for beth iiself ant the cwnes of the montgage loan
Ly increasivg Hre nuribor of borowars that remain cunent in their repaymant obligations. Qwnars may include u lender, investor ar tesidential motyage-backed
socunties Irust, in the case of a zecurtized pool of morigages.

Loan seracing primasily involves the calcutation, coliection and remitiance of principal ang interest payments, the administ ation of mortgage escrow
aceounts, the collection of insuranee daims, {he istratien af fore el . the of teat estate. owned and the making of required
advances. Loan sarvicess play a Key 1ok in the residential morigage wnedcel by providing loan sesviving funci:ans on bohatf of the owners of loans including
soliecting e sched ulad puncipal and inferest payments, as well as laxes and msurance; performing Custemes setvite funclions; ard 1aking aClive steps 1o muigate
any polential losses assceisted with barrswer delinquencis s and defaulls. Typically, & servicer is costsactually shligated to sesvice a mertgage foan in sccondante
with scoepiad servicig industry practices as well as spplicablo regulatons and stalutes. A semicar's rights and ghligaticite ore goveraed by the ponling and
seivizing apraemant for e undesying lnans. A subsarvicor's tights and sbligatiens are governed by the whbseracing agreemaat with the 1hird paity thal owns the
refated swoitgage seryichg rights.

To the extent a botrowes does not make a payment, sesvicers are generolly requited fo muke advances of principal and intereot, taxes and insvrance «nd
legat fees until such lime as the underlying propsety is iquidated o1 the sewices detetvines that additenst advances will not be recoverable from future paynents,
proceods or ofer colfections an the mongage loan. Inthe event of fureclosure, servicats are eotited tn mimbuisement of agvances fiam the sale proceeds of the
selated propedy. Typically, in the avent such psoceeds ae insufficient lo reirburse the sdvances in full, which we teler 10 85 a non-recoversble advance, sesvicess
are entilied to reimbursement of advances from eollrctions on other mergage loans in the Islated resigential mordyage-backed securites rus). For 1his teasde,
advances and tho fight of wimbursement aro typically senior to the claims of heldors of sacutibe s issued by the residenial morgage-hackad securities Irusts.

Loan Ovginations

Actesding to Insida Mongage Finance, tolal residential motigage originatians in the United States wera $15 tillion in 2019, a decsease af 13% comparcd
16 260%. Of the 2010 originalions, approximalely B7% were confoiming moilgages quaaateed by GBEs, inchxding Fannie Mae and Fraddie Mac, or govesament
agencies swch as the Fedesal Housing Adminislratien and ths Depariraent of Veterans Affairs. From 2005 to 2010, the annual sggregale pincipal balance of nsvily
originated mesigage loans that weie cither swed o1 guaranteet by goversment agoncies o1 sold ts GSEs or ints yevernmant sgcuritizations increased from st
Uiition 1o $1.4 wifion, of 31 « compound snnual growth rate, whith we seferte as CAGR, of B%.

The Uniled Stales residential mortgaga motket consisis of 3 pmasy morlgage markel that ks borrowers and lendess and a Secondasy mosigaye markel
that links Bnders and invaslers. Inthe primasy morntgage matket, reidential margage lenders such a5 mongags barking companies, coimercial banks, savings
institulions, credit unions ang othes financial imskitutions eriginate o1 provide modgages to brorrowess, Lendars abtais liquidity for otiginationc in 2 vadely of woys,
including

TaklevlCunwnrs

by sefling musigages ar merigage-relalad secuitios inlo the sacandary marigagn metket. Loan origihatars thal are hanks also have acesss 10 customet Jeposits Yo
fund their esiginalions busigess.

Tha secondary morigag e market consis of ingfitutions engaged in buying and celling motgage s in tho fora of whole luans (i.e., mortgages thal hava not
been #ized) and morgage- relsted ilies. $-cponsored i cuch 23 Fannie Mae and Freddie Mac, snd a govemment agency, Ginnie
Moz, paricipate in the secondary sorgoge matket by purdesing matgoge loens and meigage: relatod socuiities for invesimenl and by issuing gusanteed
mongage elaied secutiss.

industry Trends

Loa» Saricing

1a 9 weak economic and crelit environoweni with elevaled delinquancies aml defaults, servicing beco mes eperationally more challenging and muse capital
Wlengive as sevicers naed to add 200 fran salf [0 manage Ihe increase in delinguent banswers. in additien, servicess are geneially requite to make advances on
delinguent mogigage leans for principat and interesl pagments, taxes, inaurance, legal fees and properly maintenance fees, all of whith ate typically recty cred upen
foreclosure o7 yuidatien. According i8 the Morgaye Bonkets A iation, d i foans snd increased fram 3.6 s al Decsmber2006 io
$1.4 tillion of Decembey 31, 2010, Fusthermore, F amie Mae aetimalos thid o5 of Oscember 31, 2030, it had $764 billiar, of assels within He own potfolio with
chasacleritics Ihat we betieve make them crodit-sensitve

The majority of tean sewvicing in the United States is perfosmed by e nation's money center banks such as Bank of America, Wols F argo, JPMorgan
Chs v and Citibank, which together setvice appmximately 54% of ail oulsfanding mongage Inans sn ane lo four-family residences as of March 31,2011, These
bank- cwned vervicers maisly seivice tonventional, pedforming morgages and are most affeciive of woutine svcount maragemen] of porfatios with lov
delinguencies that ragquire limiled i ion with Tho tad: 1 servicer model was Consiructed lo process skaple payments and minimize eosts, and
functiencd svall fn envitonm tats charactasized by low definquencies and defaulls. Havsever, in fhe turrant enviretment of rising delinquencies. oxlensie
foreciosures ang slevaled e al eslala owned ackily, traditional servicers are expeiienting highes opecling Cesls, and their peiioimance is deckning due 10 the high
level of foreciosurac and figuidation processes. Actording to the Morigage Barkers Asseciation, from 2007 through ZO10, approximately 3.4 milkon homes were fest
w0 foraciosure and a3 of Septerber 30, 7030, more then 35 million wortgagee wese in forect or 80+ days delinguent.

We betieve that these is 3 growing recognition lhat the incremental cost of high-teuch servicing, wilh 3 stieng omphasis on sesot porformance and
fococlosure aveisance, is a value added service as the credil fss savings that resull ate greatet than these realiza€ from ltaditional loan sewiting business
models. Holders of residentiat morigaga crodd rick are dersanding bettar peformance and many are maving fhe sevicing of their loans 18 ¢pacialized sotvicing
cempanias with gxperiise and focus on assed porfornance,

The passage of both the Emesgency Eronomic Siabilization Act 0f 2008 on October 1, 2008, and the U.5. federal gorernment’s haking Howe Atfordable
Plan announced an February 18, 2003, which we refec to as the MHA, and sthes rfated government iniliatives psnvided an advantage for servicers with loss
whigation expettise. Tho MHA piovidas a financial inCantve 1o sewvicere 1o madify qualifying fonns in accordance with the plon's guidelings and mquirements.

Loan Orlglnntions

Residential mevlgage leans sre genesally originated through either 2 direet lending network o1 3 moityage brokerage relwork. A diract landing netvistk
congists of seloit branches, inletnet and telaphone-based operations. Typical relenat sourees (01 a direct lending neltwntk inciude teaftoss, huebuiders, credil
unien s, small banks and alfinily groups
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The length 8f tine from the origination or putchass f a moigage a0 1o its sale e senurlizalion generally renges fom 14 1p B0 days, depending on a
yariely of faclors meludag loan valume Juct typo, inlete s rafes and capital markes tonditions. An imporlant seurce of capital {ot lha sesidential movgage
industy is warehpuss fending. These faciities provide funding to morigago foan originators unbl the loans are <ofd to investors in the secondary morigags toan
matkel.

The MHA 30y other siniilar iniliatives, along will {ow interet rates and a high rate of refinancing activity, piovide opprtunities for servscers that atzo
conducl nrigmations fo lovorsge thew servicing portfein by refinancing sxisting foans

OQur Strangths
We befievo the following compelitive strengths cantibule 1o sur marke! positign and differentials ue from ous compeliion.

Atiractive Busiuass Mode! wilfi Strong Cash Flow
We have an alractiye husiness madef a ene ef the fow high-fauch sewicers in the United States with an integrated foan origination platform.

Our Sewvicing Segment producss recuning, fer-based sevenues based vpon contractially established sericing fens, ant we are expesed W minimal
cradd sisk vith respect 1o tho mortgage foans that we Service Wa believe lhat we Centinue 10 demongtate our sbiity 1o praduse lower delioquency ratos on the
leans we sorice, including cradit sensitiy e loans, compated to our compaliless, ang we believe 1hal we vill conlirue 10 aTGUING MmOotYage sewviting rights al
aladive prces from mortgage invactows or provide subsaivicing for thitd panies that value our servicing eapabililics.

e bebeve hat sur Originationa Segment differentiotas us from other high-touch sowiners withont an origination platfurm by providing us with 2 morg
cost-gliactive gllenalive fo purchasing new morgage servicing rights as the unpald printipal batanss of ous exisling sewviting ponifolic decrs azes ovar ims;
divecsilying and stebifizing our revenue in 3 varioty of interest rate efivimamenis; and building brand recognition.

‘Wo genesule significant cash flow for debt service as o result of tho profitabifty of our Operatng Segmenic. We believe that o facus on asset
pedormanco and operatienst elficiency has enabled us to strengihen pue retationships with the GSEs and other third partizs and has ellowed us to grow out
eamingsfrom our Operating Segments

Subistgntial Liguidity and Access o Mulipk Capitaf and Funding Sotices

Wa maintain substantisl levols of funding and liyuidily threugh raultiple capital and funding sources for out Opsiating Segments. We have access 1o
anulliple funding sources, ond wo batieve thst ous liquidily sources are cufliciont 1o meet out inmimediato snd future resds. These sources include senvicing sdvance
tings to fingnce out Servicing Segment, warehouse lings 10 financa vur Originations Segmert and lvany froni GSEs1o faciftate he acquisition of murigage sewvicing
rights. As of March 31, 2041, we fiad 3 total of $855 9 enillien of unused capacity undes pur existing servicing advance faciliies and origination wareheuse fines. We
believe that out stong celationships with liquidity psviders and wur cortinued ahiity fo access suffidiont cagitel during the teceal economic dowstuin demaonsiiste
the depth of our liquidty and access 10 capital. See “Managemant's Discu sslen and Aniatyais of Financial Condition and Resulis of Oparations~—Liguidily and Cepitat
Recources® snd "Managemaont's Discuscion and Anslysis of Financiat Conditian and Resafts of Operatione—Conttactual Obligatinns.

Sewvicing Platform wilh Loss Mitigation Focus

Vo bietieve that, by focuzing nu pessanal cantact with botrawers, sut high-leuch serwvicing approach reduess credil lesses and Mmaximizes cash collections
for tredi sansitive Jgens. This highly

Table sfConients

Nexible mode! aliows for custemizalion Lo meet individual barngwer requite mendz, and is further diffesentialed by providing personal eontact at criticet botcower lguch
poirds, including via tolephene, mail, eleciranic communicalions and other persenal contact mathads. Dur appreach facdisles sireng refationships wih borrowers
&nU groater employee « bifity Tot dositod p W boligve thel aur serviting expettise and focus on oplimal pultomes reduces credil impgirments
gl lesses 10 foar investors. We believe that this model presents cominued opportunitios ot growth.

Scelable Platorm and Established Tk Record

Estoblishing o tewicing platform teguires significant iniial capital investments, infrastiucture, ficensing and expertise 1o propesly service credit-censitve
toans, which cie ates substantial barriess (o entty. We operate a highly scalable platforr, with the capucity wwadd up 1o a total of appwximately $15 bifion of unpaid
orincipal batance I aur sewvicing aperstions within 90 to 120 days wilh niinimal incrermontal fixed cosls. We can sevice these additional accounts with our existing
infrastucture, real estate 208 iachnotogy platform.

Aduitionally, we bare used our high-touch sewvicing modet and our mix of proprielary and cammercially avalable technology solutiens to estoblich ¢ track
recotd of supetioe padferniante io secvising Credit- seusilivg foans. The uapoid prinvipal batarica of the feans we sewviced increased 428% from December 31, 2007
t0 Mursh 31, 2011, primadily threugh wcquiting snorigaye sewvicing rights and satesing into subservicing sgraements. We Dafieve theee sequisitions and agreaments
can be aibuted 10 nur esiablished track recucd in Semicing eredit sensiliv e sesivential mottyage loans, and we bekiere that our trask record, together vith our
scatable phatfmm, pasilions s well refative 1 our compeBines 10 acquire similar pedfolies in ihe future.

Cultsre of Cred? Loss Ovmership and Accouatahility

Since aur intaptien, eur operating culiucs has emphasized supetior aperationat and financial peformance, credit toss pwneshp (our fewn for individusal
defaull speck accountabilily for asset petfonnance), emplayee development and cusiomer relations. We edablich finanaisl and opeiahonal goals aoss ali
levels of the organization, snd campensation for alf of our smployess i based upon achieving 1ho Bosirad tesulta As 9 125Ul we have @ Shieamiined organizationa]
cirustere that alkws us 1 react 1o business needs and chonges in an expaditous manner. We hite zecent college giaduatos und teash them oyt business thiough
3 sydtamatic iraining program, We primarily Sevelnp existing employe es for manage meat positinns. We strengly endorse premotion frem within ang routinely identify
arid place senios leved 1311 in vur Manwges in Training progrsm 55 2 dex slopmoiial tool to prepare them for supervisory posiions, Supemicurs typicady thon rutuls
Hoounh progressively mare complex 1 assig to dnprave beth tnei lechcal and managerisl prafdency.

Wo befieve that our culiure of credit loss owharship sod accountablily has eaabled us fa puipedor the indusiry. As of Deceraber 15, 010, accarding to
Losh Pesformance.com, our 60 or more doy delinguenty rate far ourlegacy aszots {a5 0 poccontage of original batance} was approximataly 12%, while 1he
delinquency iate for the ABX D7-2 Mentgage Index vas approsimately 24%.

Stahle and Seasoned Managemont Taam

O senior raanagernent team is compticed of experienced moigage induciy execytivos with an avesage of appro zmately 75 yeats in the inslusby and x
track tecatd of generating finencial and operatlonat improvemenis. Severad merabers of our mansgement feant liave beld senior pesitions 5t other residential
mongage compsdins. In addition, our senier management tesm hos remained in place thiough nuhtiple business cycles and has a demonslrated abilty 1o adspl 1o
chisnging raarke condingas. We believe that the oxperionce of our senior feam and is I 1 phitusophy are sigaificant contibelore to pur
operating perfomiante.
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XatleafConvaie,

Qur Strategy

Clur primary goal is Jo increase the value of our Inans and our clients” loans by reducing definguencies and nedit losses This goalis achieved trough
out culture, processes and experisa. We plan 18 grow eur revenus ond operaling cash flow by empleying the foliowing business thatogies!

Capiolizing an minstry Of

We bielieve we aro well pusibored fo benelk from the current bends in e esidentiol mantgage indusley. The disrupdion in the mongaye industy has
rasuited in Hmited aceoss to funding and capital, fower than anticiy [ of residential panfolios and 3 stzong dernand fot high touch sewiting. We
bolieve that petilors with sigmifi idential expoeure or limited access to capital hove shifted their op oraticas la selling residontial taal petatn assets,
including motlgage servicing rights. This allews existing sirong servicars the apporbenity o acquire or aubservics adsitionaf portiohes at atiraclivo ynluations.
Additionatiy, due to a variety of econamic Faclors, residential foan delinguencies and refated tassey are 2 histarical fighs prompting GSEs aad ather awners of
residential mortgage keans to focus on home ownarship preswvatian and sorvicing fot superior cre it pudorma nce, The heightened facus in these areas has led 10
2 strong demang for high-touch senicers by Shass owners. Also, we believs thal maay of the largest loan servicers—-wha a(e experienting unpreced anted levels of
definquencies end tasees—do not have sofficient internal capacity to perform high-tauch serviing in thair awn porifohos and, as a tesult, may jook to independent
tigh-touck servicers to assist thicmin servicing thoir porfalios. As a tagult we believe that thare will centinue o be sirong demand for expsriencad high- touch
setvicers with @ proven abilty te impiave Joan perfarmance. We also befieve that theie will be significant opportunittes to continue fa zcquite mergage sevicing
righis at afiractivn prices

Mainalring and Grovdng Our Steady For-Based Sawicing Porifolio

Out sevicing bushess produces ecurdng, fea-based revenues based upon contractually established servicing fees. We intend fe contine o uflize our
established and scalsble sewvicing plotfosm 1o giow sur servicing eperati ganically and through isit We believe thiot we will continug 10 teuafil from
eur slrong 1efationship with GSEs and eiher thitd panly investars, which we believe will enable us to acquire additional sewicing rights at atactive jyices and
eobsswvicing contratts in ardar 1o grow eur business. Addifionally, we have invested m our joan adminigtrstion and customar sarvicn servicing dwlsions to
sccommadate the increased scale and size of aur postfelio, which eitews us to sevice newly originated corwenfional mongage foons al sftrective elun fevels ina
variaty of operating and economic envionments.

Continping To Expand Guor O Plartorm
Dur Osiginations Sogment diversilias our offering of mortgage ssrvices and further alabilizes our foverys stiaar by providing us with a naturaj hedge

against fluctuations in provaiting interest rades. We have a dvarsified, multi-channel sirategy fo continue te build cur conventioral niginations plaoum in order to
wrganically replace servicing fun-off. Through our udgination platform, swe are also able to create loan servicing sssels st valuation fevats below where our sesvicing
czh purchase ble mortgage sawicing fights Also, we con reco pure loan payoffs in our existing sarvicing pediolio by praviding originstion

seivicos to our eXsting borrowors.

We befieve that there ore significant opporunifie s fo oiginate loans for seryicers ond other financial instiutions tacking osiginstion capacity, snd we intend
10 capitalize on these oppodunities by axpanding ous retall channels. Our expansion elforts wil focus pimasily o purchase money fending, which is 2 Qable
atigination source tarough vanous intere et rale cyeles Unfiko certsin competitors vrho are requitad to utiize thisd panty intermedintias in transactions with the GSEs
and Ginnie Mae, we ate » dicect lender with the capability 1o seft loans disectly to the GSEs and s securtize fosns ditectly

Takleellinntenis

with Ginnie Mae. We believe fat tis capalility allows us ta cantrat the credit qualty of the loans we oliginate, Ihereby reduting 0ur tepurchase nsk.

£ inC istle A i snd New i O

There are numeraus hanks, insurance comganizs and oiher financial enfities that have significant expozura 18 the tesidential montgage secor. Our
managarnent, 1agothor with our dedicated servicing and arigination relationship leams and our sponsor, Forirass {avesiment Group LLC, of Forliess, have extenswo
business and corpotgle axperiss, Tecere nuraerals requesls 16 teview Polential acyuistion opportunties and confinuatly conduct duo dikgence to jdontify patential
aprodunistic sCyuisiions, W are currently saeking out oppossunilies and helieve there will continug to e significanl apparluniies te take advantage of the
distocatan in the residential mortyage secior end acquice assets at aliraclive valualions. ‘We inlend ta oppaitunisticsliy grov aur business theaugh acquiring
mongage servicing righte, subserviting righis, serviciag platlhanys and originatonc plalfatms We may puichaze assels andfor piatiaims of Significan gize. We
baliova thete are several atsste and platforms cugently for sala in our indusly and we are curently in the process of pursuing a number i such ap pertunities.

Company History

Mationster Matysge LLC is 2 Dietawisie tinited Gabiily company. We were famed in 1934 in Deaver, Colorzde &s Nova Ciedii Comneation, & Nevada
corporation §n 1997, we moved our executive offices and primary eperations 1o Dalfas, Texas and changed o name e Centex Credd Corperation. In 2001, Centox
Crodit Corpoiatian was matged ino Centex Heme Equily Company, LLC, 2 Delkwass Timiled liabifily campany CCHEC™). 1n 2005, FIF HE Halings LLC, acquired
all of our eutslanding me mboship interacis (the “Acquisiien”), and we shanged ous name to Natiensiar Marigage LLC. Mationstar Capital Coporation, a Delaware
corporaiion, Is sur wholly I subsidinty farmets solely for the puipose of being o torperate co-issuer of the noles.

Fortress Investraont Group

As of tharch 31, 2011, Fif HE Holdings LG, 2 halding company, is the sela member of Naticnstsr Martgage LLC, owring 100% of our ootslending
memberakip interests. FIF HE Holdings LLC, in turn, is primanily owned by certain prvate equity funds manayet by an affiliale of Fanress snd company
inznagement. Forliess is 2 leoding global invesiment management finm with apprasmalely §43.1 billioa in fee paying asseis undor management 25 6f Masch 31,
2011 Fomress is headquanered in Hew Yok and has affilistes with ofiices in Dalias, Frankfun, Lordon. L85 Angeles, Hew Gansan, Phiaileiphiz, Roms, Singapoce,
Sydney and Takye

Fosbess has extanswe sxpesiance and expaitise in the residential modgage and financial sewvices sertors Senior raanagemant members have managed
businesses st mony feading linancial firms, including BlackReck, Goldman Sachs, Lenman Brothara and UDS. Fortiess has 3 strang nack tecotd o invasting i the
residential meslgage sector. including cusrent or prior imvestments in: AMRESCO [nc., Conseto Financa Comp., Capstead Mongage Caip., Hatondiana SpA.,
Fanerican Ganesal Finance nc., GreenPoint and Bombsrdies.

Risk Fantors

Pasicipaticn in this exchange affer ivolves subslantial k. You should carefully canside: the sisk faclers sel forth in tho section entilied sk Factors”
and the o information conlained ¥ this prospecius pios Lo patlisipaling in e eachango offer. Spe "Risk Fauwrs” baginning on page 17
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Tz ek Cantratxs

Qunership Structure

Sat farth bahw is the swnerehip sttdug of Nalionstar Mongage LLC and 6 subsidiarins as of June 30, 0N

Our executive offices are located al 350 Hightand Drive, Lewisville, Texas 75067 and our{elaphons number is

Gorporate Intormation

Tuble.of Lontwats

Brekgreund

The Exchange Offer

Donaminations of How Notes

Expiration Date

Settioment Date

Withdrawal ot Tandors

Conditions to tite Exchange Ofer

Procedures tor Yendering

Summary of the Exchange Offer

On March 76,2010, wa issue d $250,000,000 aggregale principal ameunt of Old Nales in sn
unregistered offaring. in connection wih that offering, we entesed into 2 o gigration rights agreeraent
on March 26, 2110 {the "Registration Righas Agreenient) In whict we agheed, arrong ofket things, o
complele this exchange offes, Under the leums o the exchange offer, you are enfiled to exchange Oid
Noies for Newr Noles evidencing the same i and vith sub totly sinifar teame, You
should 1ead the discussion under the heading “Deseription of the Noles™ {9t futher isformsten
ragarding the New Notes.

Wo are sfforing 1o exchange, for sach $1 00 aggragats principat amourt of our Oid Notesvalidly
Tendeted and accepled, 1 00 aggregate principai amoun of our Mew Noles.

We will not pay any accrued and unpaid interest on thie Old Noies thal we acquire in he exchange
offer. Instead, intere st on the neles wii accrue fiom the most recent dafe 1o which inter et has been
paid or, if no interost has been pe id, from and including Maich 26, 2040, Lha dais an which we iseued
the Gld Notes,

As of Ihe date of Ihis prospectus, iy $26 000 000 aggregate principsi amtunt of the OiY
Kotes ars outstanding.

Tendering hokors of Old Motes muet londer Old Mote s in minimum denominations of $2 DO and
witegral meltiplas of $1 000 ks excess thareo!. New Notes wit be icsved in mminireum deryminations af
$2000 anif integral multiplos of $1 000 in excess thereof.

Tha exchange offer wil axpire at 5:00 p.m., New Yoik Ciy tlime, on L2031, unless we exfend of
tewrineie the exchange off ¢z in which case the "Expirstion Date” will mean the latest dale and firme to
which we extend the exchange offer.

The sottinrment date of the exchiange offer will be as zaon 2s prachcable after the Expiratien Date of
the exchange offer.

Tonders of Oid Notws may bs wihdrawn & any limo prior to the Expiration Dalo.

Our obligation 1o tire exchange offes iz cubjoct 16 cartain customary conditions, whith we
may asseit 0r walve. See *Desuipon of the Exthangs Offer—Conditivns 10 i Exclisngs Offer”

To participate m the exchange offer, you must follow the automalic ferder offer progeam CATOR),
pracedums establshed by The Depnsiory Trust Company (‘DTC. for tendering Old Neolas hatd
book- eniry ferm. The ATOP procadures require that the exchange agent receive, prior ta the
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Expialion Date of tha exchange ofier, a corputer-

Cansuguences of Failure to Exobange

‘Taxation

Use of Proceatds
Exchange Agent

generated message known as an "ageqt’s mossage” ihat is transmilted though ATOP ard that DTC
carfirm thal:

« DTC has teceived instructoas to exchango your Old Notes, and

* you agree to be bound by the 1orms of the toltet of ransmiial.
For more details, please read "Descriplion of the Exchange Dffer—Tenyis of the Exchangs Qffer” and
*Descupbion of the Exchange Offer—Frocedures for Tendering.” ¥ you olect fo have 010 Notes
exchanged puisuant 1o this exchange offor, you mu st praperly teager your Okd Mates prior to 500 p.av.,
Mev York City fime, on the Expitation Date. All O Metes validly tendered and ol propztly wilhdawn
witt be accepled for axchange. Old Notes may be d only in minipwm di inations of $2.000
aod integral mudiplos of 51000 in excess thereof.
If we complete the exchange offet ang you da not pasticipate in i, ther:

« yaur Ot Noles val continue 16 be safect to the existing resirciions upen theit teansfar;

« we will have no futther obfigation 10 piovide for the tegisiration under the Securities Act of thase OId

Nates excep! under cedgin limited circumsiances; and

= the tiquidity of the warket for your Old Notes could be sdveisely ufacled.

The sxchange pursuant to hy exchange offer ganarally wi nol be a laxablp event for US. fedesnt
income 125 purposes, See "Cenain U.5, Fedaral Income Tax Considerations In this prospedus.

We will not fecaive eny cash proceeds flowt the issuance of the New Noies i Ihis exchongs offes.

Walls Farge Bank, Nationsl Assoriation is the exchange agedt for the 2xchange ofier.

Iadlsef tontents

suers

Securities Offered
Maturity Date
Interest Ratle

Guorantees

Ranking

Form and Benominafion

Summary of the New Notes
Natloistar Morigago LLC, a Delaware limiled liabilty company, ant Natipnstar Capital Corporation, a
Dedawata corporstinn
$250 000 000 aggregate principal amount of 10.875% Senior Netes due Aprit 1, 2015,
Aprit 1, 2016
1B.675% per wnaum, payoble semi annually in anears os April 1 and Ociober 1 of each yeas,
somrencing October 1, 7010, ttolg st on the New Hotes will accruo from the raost tecent date lo
which inorost has been paid or, if no interesi has bean paid, fiam and including Mateh 26, 2010.
The New Notes wil be guatariteed on en unsecured senios basis by each of out eisling and future
domestie sybsigiacios, other thon our izalion sad codain financo cubsidiados and subsidiarios
that in the future we designate as excludes r2ehicled 308 unieshicted subsidiates.
Thie New Notes and the guarantess will be aur and the guasartors’ geneal unsecuszd senior
indebledness, respedtively, and wil:

+ rank egually in right of paymend to @il of our and the guaraniors’ #xistiag znd future indebledness
gnd athar ahligations that are uel, by Wieis teams, expressly subcidinated in right of payrazal In the
notes and the quarantees;

= sank sonicr in dghs of poymont to any of our and the guaraniory’ existing and fulre sanior

i ang i i and other vldigati fhat wse, by Veeir 185 s,
expiressly subordinated in right of payment fo the nefes and the subsséiaty guaraniees; and

~ be effzctively junics in right of payraent to all of our and the yuarantars’ exsting and fulwe senior
secyred indebladnass sno ether oliigations to the erent of the value of the assels securing such
indalitedue ss and gther obligstions.

The Kav Notes vill be issved in fully- registered form, The New Noles wil be represealod by one o
mare glotis! notes, deposited with the Rustee s custodian for DTG and tegistered in the nare of
Ceda & Ca., DTC's norminze. Beneficist interests in the glolial nefos will be thowa on, and any
ttansfars vill ba effeclire anly through, recatds mewntained by DTC and its poriicipants.
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The New Notes vill be issued in reinium dencminalions of $2000 and imeqial muliples of $1,000 m
eveess hereof.

Optional Redemption We may redeem the New Noles, in whole 61 in pan, al say tirag prior 1o Aprd 1, 2013, 3t a price equal
1o 100% of the aggregate orincipal amount of the New Notes plus the applicable “make whole”
premim, as descibed in “Descipion of the New N Red i QOp tiora! R pton,” plug
accrued and unpaid intetest, ¥ any. o tha applicable redemplion dale.

We may 1edaeim the New Noles, in wholu o1 in part, al any fime on or alter April 1, 2013, st the

applicable redemplion price epacsied in” intion of the New Net pti Oplional

Redomption.” plus occtund end urpaid intorest, i any, to the appiicabls 1odomption date.

{n wddilion, we may redeem up 10 35% of the aygegale principal arasunt of the New Notes at any

fime on or prior to Aprii 1,2013 with tho net cash proceeds fom cenain equity offatings at e
ficab! i domgti

g piice spechied “Descrption of the New Nol R p QOptional

Rodomglion.” plus accrued and ynpaid inferest, if any, 10 the appli:ahle sedornplion dele.

Chsnge of Control If cevtain change- of-conirol gvents sccur, we must offer to repurchase all of the Neve Motas a1 101% of
their principal omount, plus accrued and unpaid inferes, if any, to the sepurchase date,

Asset Sales I{wa vell assots undo: conain crcumstances, we will be required 1o make an offer to purchase the
Naws Notes ai 1heil face amount, phss acciued and unpeid intergst, if any, a6 of the purchose dsto.

Alisonce of o Puklic Markot The New Notss 010 now sedwitios for which thore errently is no markol and wa cannol assuro yoy
that any public masket for e New Neles will develop or be sustained.

Gertain Sovanants The indsnture govering the New Netes will, among other things, limit our abidy and The ebifity of our

subsidiaries 10:

» incur o1 guatatitee addiional indehie dness;

- incur liens;

» pay dividends on o1 make dishributisnc in respect of sur capits! slock or make piker restittad

payments,

» makn invesiments;

« consoiidate. merge. sell or otherwise disppse of cerlain assets; and

« eiter into transactions with our affiliates.

Theso covenants ate subjett fo itagiastant excaptions, fimitations and quatifications as described in
*Dascription of the New Nolgs—Cenah Covanants.®

Listing We do not intend to list the New Notes on any secidies exchange.

Goveming Law The New Neigs ate gavernod by, and constiugd in accordancs with, the laws of the Siate of New
York, without 1agard 1o canflids of laws principles thergof.

Book.-Enlry Depository pBrc.

Trustea Welts Fargo Bank, National Associalion.

Risk Frotors You should rofer 1o the saction entitied "Riek Factors™ for a discussion of materio} rigke you should

carelully consider belate dotiding 1o tivestin the New Nojes.

SUMMARY CONSOLIDATED FINANGIAL RATA

The follywing 1ables o liated nancial & tion for aut business. You should read these tables aloug with "Management's Discuzsion
and Aralysic of Financia! Condilion and Resulis of Oporatiens,” "Busingss”™ and our consalidated financial staterments and the related noles includes elsewhpie in
this prospec(us.

The susnmary consolidated catsmiont of oo atioss dats for the years ended Decarshor 31 2008, 2009 ant 2010 and the summary consolidated balance
sheet data s of Deceraber 31, 2009 and 20810 have been derived from our sudited financisl stateraents inciuded elewwhere in thix prospectus, The pymmary
consrhidaled batance sheer dels as of Decamber 31, 2008 has been duived fror s ur audited financisi statements, which is wol ingluded ir fhis prospeciys. The
surenary consolidoled stotement of oparations 4ata fo) The three months ondod March 21, 2010 and 2011 snd the suminary roveniidated balance sheel data as of
Masch 31, 2011 have bepn derired (rom our unaudined financial statements indude d aisevehere i this prospedus.

Theee Menths Raded
. Yesr Bndet Decembay 31, Mared 31,
2894 2889 2618 2640, 3911
ensands) 3

QU B2t i
Ine r0e int
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(10258}

Total othsr income {zxpenss) 25 (17.79)

BIHAL

As o
As of December 31, Mareh 33
2008 2009 2830 2011

W

Tumiin
Total mambers’ pquily

TatlenfContenee

Three Months Ended
Yeae Ended December 31, Marek 31
2001 2049 EXI 2810 3044

SEREHS i
Adjusied EBITDA ) (nan-GAAP measute)
D

IHIAQYEAME TS o
Interest expenss from unsecursd samor
nle

- 24528 1719 7515

Notes
1) Adjusted EBITDA IS 2 key pedfornance featute used by g 14 g the p of our Adjusied EBITDA represents our
Operating Sagmenls’ income {loss), and excludes incame and expenses that rafaie to he financing of tha d senior notes, iabio (or iza bl

2ss9f base of th busiae s, income 1axes (if any), 2t cosls from dur 2007 restugtuding and ceniain non: cosh items, Adjusted EBITDA excludes recults from
aut legacy aacel poufalio and certain gecutitization kusls that were consokdated upan adoption af the new accounling guidanca sliminating e corcept of
SPE.

Adjusied EBITOA pravides us with 2 key moaswe of ous Opedting Segmenls' peiformance as it assists ys in comparing our Dperating Segmenis’
P ona i basis belioves Adjusted EBITDA is useful in assessing the piofitabifty of gur core business and yses Adjusted
EBITDAn evaluating our operating perfomance as folows:

+ Financing sirangerments for our Operaling Seguients ate sacwred by aseats that are alleeated to fhese sagments. Inferest expensa that refata te the
financing of the unsscute d senior noles is nnl i d i luating out Sperating p because this abligation is serviced by lhe eicess
earnings from our Opgraling Segments after the detit nbligations that are secuied by their assels.

+ Te monitor aperating €osts of eash Opecaling Segment excluding the impact from depteciafion, amonization and fair value change of the 3sset hase,
exit eosts fam our 2007 resructuting and non.cash operaling expense, such 5 shate-based compensation. Operating costs sre analyzed to
manage os's per eur operating plan and to assess staffing levol, implemontation of fechnology baset coltions, rent and other geneisl and
adrinisiative cosis.

Management does not assoss the qrmwih praspect and profitability of our legacy assel podfofia and cenain securiization tiusts that wese consoiidated upon
sdeption of the new sccounting guidance, excopt fo e estont to assoss ca8h flows from the 283015 1 the legacy assst porifelis aro sulficient 1o sarvice il
debt obligations.

Takde of Cenisnis.

Ve 3lso uso Adjusted EBITDA (with addtioral adjustnents) ta measure our comphiance with covenants such as levorage coverage calios for sur unsecured
senior nofes,

Adjusted EBITDA has fimitatinns as an snayticel 100}, and should not be considered in isofation, or as a substiute for ansiysis of eur resulls as 1epored under
generally accepled acoounting principtes in the i aited Sloles (GAAPY. Sornn of these fimilstions are:

+ Agjusted EBITDA does not reRect our cash expe rdit L ot future 18gui for capital expendi of centrsctual

Adjusted EBITDA does aut reflect shanges in, et czch equirements [or, ous working capilal needs;

Adjusted EBITDA does nvt reftect the cash requirements ners ¥y to service principal paymenis relaied Io fhe financing of the business;

Adjusted EGITOA does not reftect the interest expense, o he cash requirements necessxty to service inleres! or pringips! payments, on out
caporale debi;

lihough depraciation and arandization and changes in faie value of mudgage sewvicing righls sre nes-cash charges, the assets beiny degpieciated snd
ardgrlized will nlten bave 1o be replacad in the futum, ond Adjusiod EBITDA dooa sot seficet any cash requitomints fot such replacamante; and

« gther vumpanivs in our indusiry ey caloulate Adusted EDITDA diffesertly than we de, lirniling their Usefolness as cuperotive measures.

Because of fgse and viher hmilations, Adjusted EBITOA should nof be ¢ el as of di i y tash availshis 1o us le investin the geowth of
out busingss. Adjusted EBITDAs presented fo provide additional information aboel aus operations. Adjusted EBITDA s 2 noo-GASP measure and shoutd be
considered in addition 10, but net a6 a substivte for o superive 1o, operating incame, not neome, opering cath flow and other messuses of financial
pedformance pepared in actordance with GAAP We compensate for these impations by relying primaily o oue GAAP resulls and using Adjusied EBITDA
anty supplnmenistly
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Three Months Ended
Yror Ended December 34, March 31,
28 2810 3030 2811

2088

{in thoussnda}

XTI BEG % G € 1148 % 37553

o

Adjustod EBITOA

(o) Rolales to rastructunng progran initialed in 2007, which included closing severaf offices and the termination nf 2 portion of our wotklorce. Restiuciuring
chaiges for the years ended December 31,2000 and 2009, are prmadly duz (o tegerves on futu’e l2as¢ poyments.
(b) Relates 10 ar inleres] rale swap agresmeal which was iroated as 3n economic hedge yndes ASC 816 since inceplion to Seplember 30, 2010,

Audleal Cnaenis

RISK FACTORS

You shoukd canluly contider the risks described belovs, logether veith sil 1he otber information inclydad 1 this prospectus, belote deciding to particiate
in the exchange ofier and & invoot in the Mew Notea Ses elo *Caulionary Statomant Regnnding Fonvard-Looking Statemants™ in this prospectus.

Risks Refated to OQur Susiness and Industry

Our foreclos e procerdings In certain stales have heen delayed due 10 Inquliles iy certain siote Attorneys Generl, court sdministiators, and
state and feders! govemments! agencks, the outcome of whict conid frave @ negotive effect on our operations or fguidity.

Coran S1ate Alwmeys Genutal, cour admiricizators and gavormmantal agencies, as welf as represeniativec of the fedesal gavorrment, havo iscued
fetlers of inquiry to mostgays servicing companies, induding us, requasting wiilen rasponses fo questions reyarding policies and praceduras, aspectally with
respect to nefarization and alfidavit procedures. These requests ot any subsequenf adwinistraive, judieist or legidlafive ecions taken by these regulatars court
adminisktatuts of olher §ovemmental enfites iy subject us 10 fines snd olter ssactions, nduding 2 furechrsyre matatorium a1 suspensior. Addilionally, becaust
vie do hosiness in 2if 1y siales, we may he aflected by regulaioty actions or caud decisions thet are 1aken on the indwidual state lavel

In addibion t theee inguiries, several state Allorneys General have requested that ceraln morigage servicers, including us, suspend forgclosure
proveedings peading iternal teview 10 ensure towgherce with spphicable law, and vee hove seceived requests from four such stule Atlorneya Geretal Pursuant ie
thosa requesis ardd in fight el industy-vride $1sss Coverage regarding raotgage (oreclesute documentaticn praceces, wo, 35 a precaulion., proviaysty detayad
foreclosure procoodings in 23 states, 50 hiat we thay ovaluate our foreclosure pradiices and undarlying documentation Upon cermplotion of our intemat review and
tegponding 10 such inquitiss, wa esumed these previously delayed preceedings. Such inquiries, however, 2s woll as conbnued coust backlpg end emerging count
processes may cauce an exlended delay in the foreclosure process in certain statos.
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Evon in statBz where we have not suspended Jereglesure proceedings Bt where wo have Iisd or wiflt coon lil any such delayed fomclosues, we have
faced, end (may continue to face, increased delays and cests in the feieclosure process. For exarmple, we have incuwred, and may conlinue fo incur, additienal
oSS related 1o the 12 execution and 1e-fling of cerdain documents. We may alco be requued fo 1ake olher action in aur caparily as a sevicer in conngotion vrith
pending foreclosures. In nddifice, the custent lagislalive and reguiatery climate could taad borrowess to confest foreclosures who wanld not have centested such
forecto suras uager ordinary clrcurostances, and we may incer increased litigatian tests il tho validily of 2 foreclosure action i challonges by a bonower. Dolays in
friecio sure proceedings could also fequire us fo make addilionsl servicing advaaces aud drew on Buc Servicing advance faciitios, o1 defay the reCovery of
advances, which could materially aflect our 2amirgs and tquidity and increase sur need for capital.

Tho Dodd-Frapk Act contd /m‘roasv onr reguistory ¢omplir nc9 harion and associoted costs, thnit owr lutura coplal raising strateglss, and

plce K2 e on cortain orfgination and g

On July 21. 2010, Prasident Obama signed the Oedd-Frank Wall Stseel Refarm and Consumer Protection Acl of 2010 (the Dodd-Fraok Act) inin Jaw. The
Dodd- Frank Actrepreseats n comprehensive oveshaui of the financial services indudry in tho Unitod States. The Dodd- Frank Act inclydes, among othgr fhing
(3) the creslion of a Financiat Stabilty Oversight Couns? 10 idem¥y emeiging systeric risks posed by financial finns, adivilies and practices, and 1o improve
cooperalion between iedoral agencies; (2) the teation of 3 Bureau af Consunter Finantinl Prolection authorized to prorovigste and enforce consumer piclection
reguistions relating fo financial products, (3) he esteblishment of strengtheied capital ond prudential dandards for banks and bank halding companias;
(4) enhanced requlstion of fnancial makets, induding dorfvalives and secwritization markets; () amendrants 10 the Truth in Lending At 3irogd &1 improving
consumer protections with 13gnest 1o f00iqays eiginations,

including L ¥ninemuco fef 4 . and prepayment considerations. The exact zcope of and applicsbilily of many of these
requitements ta ue are custently unknown, as the teguialions le implernent the Dolld-Frank Ast generslly have not yo! been finalized, These previsions of Dodd-
Frank could iicrease ouy regulalury compliance burden and associated cests and place restictions on cenain ofigination and servidng sperations, aif of which
cauld in turt adv ersely effect our business, fingncial ceadition of resulls of operglinns

The enforcement consont ordors by certain fedoral agencies against ihe brgest servicors refoled to forecivsure praciices coufd impnse
additional compliangs tosts oo out Sorvicing business.

On Agril 13, 2011, the four federsl agencies overseeing cerlain aspedts of the raongage masket: e Federsi Reserve, the Gffice of the Gompliolier of the
Cunoncy ("OCCY, the Gilice of Thiift Supervision ("OTS7). and tbe Fedeial Deposit Insurance Corporation {EDIC”). enleced inte enforcement onsent oiders viilh
14 of the farge s mostgage sewvivers in the United States 1egauding freclosure practices. The enforcement acbons requie the servicers, omang other things: (1) to
prompWy correct deficiencies in 1eside plial mongaqe loan sesvicing and [ulsc(osme practices; 2) 10 mke signfican! modifications in pradices fot vesidgntial
motgagoe loan sewicing and furaclosuce pi ting, including with barrowess and limpations on duabtracking, which accurs vilhen sawvicots
continue 1z pussue foreciosure during e foan modificstior pcess, (3)to ensuse thal foreclosytes are nel pursued ance 3 modgage hss beer appraved for
modificatien and 18 establish 2 singin peint of cordact for bostuwers thioughoul the ican madification and foreclosure pracesses; and (4) to establish robust
oversight end controls pedaining to thek fhird- parly vendors, including sulside legai counsal, thai provido default managernent or foreclosuce s9wices. Whils These
anforcament consent ordeis are Considered as nat preemptive fo ho stats actions, it taradins In be seen kow slale actions and proceedugs vilt be affeclsd by die
federal consants.

Alttough we a8 nol 2 partyto tha abavo enforcomont consent ordes, wo might bacome subject to the fems of the consent orders if (1) vie subservice
toans for Ihe servivers thal are patles 1o the enforcesnent consent mdois, {2) the agencies begin 0 enforce the consent nrdess by looking downstream 1o sur
atangement with cetlain mongage sericers; (3) ot invesiors sequest that we comply wilh certain aspects of the consen! orders, &1 [4) ve otherwise find it prudent
te comply with tedain aspects of the consent srdors. In addition, the praclices setfort in such enfpicoment consent Brdess may be adopted by the indusity asa
whete, forcing us 1o comply with themin crdel 1 felfow standard industey practices oy cequired by our servicing agreements. While vre have nol iade changes fo
oW opmiating policies and procedure s, patential rlmnges (0 our servicing piaclices would incresse complisnce costs fer pur sevicing business, which couid
waterially aag adversely affect our francial conditon or results of operations.

The detedpration of the rosidenth{ moriga ge markel may adversely affoct anr busines s, finanekal eondition or 1esuis of oporativns.

Since wid-2007, advarse econamic conditions, inGuding kigh une mplayinent, bave impacted the esidential moslgsgo marked, reSulting in wnprecedented
definguency, defaull and foreclesurs raies, leading to increased loss severdie s en all types f rosidential modgage foaas due Jo sharp declines in residential real
estale valves. Falling home rices have tesulted in higher ipan-1o-value ralios and combinod Joan-lp-value sstos, whith yield bower recovarias in forsclosure, and
tesuti in an increase in loss severiins above these that would have heen @alized had propery valuss remained the same or cantinued 10 increase, As
1oan-to-valug ralio® ircie o8, borcowers ste lof with 2quity in theit hotoes that 15 not sufficient 1o permitihem to refioance thot exising loans. This may alse give
busowers an inzentve to defsull or their morigage foan even if they have the sbifity to rnake piincips! end interesi peyments, which we refer te as dralegic
defaults.

Adverse econnmic conditiens may also impact our Originations Segment. Daclining home prives and inwrsasing jvar-19-velue 1abos mey precuds many
potential borrowars, including borowers whose existing loans we sowice, from sefinancing their oxisting loans. An increase in prevailing intosest catss

19

cautd doersase our origination volume through our Consumer Diect Retail originations channel, sur largest ouiginatons chaniel by volume from December 31, 2018
to March 31, 2011, because this channel fucuses predominantly on refinancing existing mosigage loons,

Aconiirued deterioralion or 3 delay in any recovely in the residential morigage rarket may reduce the number of metgages we sevice of new
metlgages that we originsle, reduce the profilabiity of merigages curently seviced by us or advessely affect our abiily 1o sell mortgage foans uriginated by us or
incregse delinquency rates. Any of the foregoing coukd advacsely affed our huzinoss, financial cordition ot resulls of Bparatione.

) d

ag some k and have

We may exparianco ¢orfous financlst

Since late 2006, n aumber of servicets and origialoss of reeideatial morgage toans havo expariented serous foandial diffieulies and. in come cates,
have goue out of business. These difficulties hace 1asulted, in pait, from declining markets for theic morigage loans as well as from claims for repurciases of
moigage loans previously ssid sader provisians that tmauire repurchase in the event of eaily paymerd dafaulis of fot breaches of repressatations and warsanties
regarding 1oan quality and cortain othar lean characteriatice, Higher definquenicies ond defaulls may contdbure to thoso difficuitios by reducing the vakio of mortyage
toan portiolios snd requiring originglois to Self theic pomolxos at greater discounis to par. In addiion, the cosi of servicing an increasingly delinguent rosrigage losn
porifoiio may be deing withoui 3 coresponding ingease i wmcmq compensation. The va!uo of many residual interesis efained by sellers of roortgag e loans in
tre secusifizaien matket has also been deckining. qination volumes ats Bowa sigaificantly in the curreat economic eavironment, According to Inside
Marigage Finance, lefal U.S sesidential mortpage onqmslmn vousme decreased from $3.0 thilfion in 20086 1o $1.6 tidkon in 2010. Any of the foragoing could
odvorsely offoct our buginges, financial condition of tesulis of aperstions.

B, with adjustable rate e foans are espocially exposed to Iucneases kD monrhly paymenls and they may not be able to
refinance, vehich covkd cause delinquency, defoul and fc k and s ky offect our b

As of March 31, 2011, adjustablo rate morlgege loans by count made vp sppruximalely 13% of our sexvicing portolio. Borrowers with adjustabis rate
mmlgage ians are being exposed i0 increased mmnhiy payments vhen the related morgege loan's inleras] tate adjusts upward from an inifia! fixed 1are oy 2 fov
tocy rafe, as opplicable, to the rete puted in sccordance with the applicahle index and margin. Bojrowets with adjusiable iate mortgagr loans seeking
18 refinznce theis morigage man< to avoid increased monthly payments 2s a result of an upwards 2djusinient of the rpoilgage loso’sintevest rale may no Jonger be
able 1o find auaitahte roplacerent foans af compacebly Jow nleresi rates This incresso in bonowsrs monthly peyments, logether with anyinciease in prevailing
marke1 indotest eales, may result in significantly increased monthly paymonts tar borrowars with adjustoblo rate montgage fonns, which may tause delinquancy,
defayl} and foreclosure.

We principally scrvice highet sk Joans, which exposes us o @ vamber of different risks.

A significani peicentage of tiie morigage Joans we seivice sre higher sisk luans, meaning thatthe foans are to fess creditwortly boswwe s or for
propertiss the valug of which has dewreased. Thase losns are moin expensne to sawvice becavse thay requise more Trequent interactions with custemers and
giealer monilyting 2ud oversight. As a tesult, these loans tend to have higher delinquesicy snd defaull rates, which can have a significant impast on syr revouyes,
esperses and the vakialion of eur mosigage servicing sights H may alsn Ve more dificull for us to recever advances we are requitel io make with sespect 18 higher
tick foans. I sonnection with the engoing mottgage reasket raform and rayulatosy dovelopments, servicars of higher risk Insns may ha subject to intreased srrutiny
by stale snd federai tegulaters o3 may e xperience higher complisnes costs, which could e sull in highes servicing costs. We niey not be allis fo pass slong 10 our
seericing clienss any inerernentaf cos)s we

pal

fens

incur. Al of Iho foreqoing fatiors coold thersfore adversely affoct our business, fnancial condilion or resuXs of opirations.
A sigisifi changae in defi las fot the foaas wa sewice conld adversely allact our financif resifis.

wud an the vatuation of sur rnostgage sesvicing tights a5 follows:

Delinquency rates have « significan! impact on 0us revenuis, our expen

«  Rovenve. Anincreace in delinguoncias wifl result in lewer revenue for loans at we service Inr SEEs hacause we only collet servicing fees from
govemment spansoed enlerpiises (oe peiforming loais. Additionally, while incieased delnquenties genarata highar ancillary fees, mdloding late foes,
there feos are not liely 1o be recoverabie i fhe event that the reizted Ipan is liguidated. In additien, &n inctosse in delinguencies lowess e interest
inceme vre receive on cash held in colieclion and other accuuniz,
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«  Expsases Anincteaso in delinquoncies will resull in a higher cost of sewvice duelo the moeased fims and etford required fe collect payrrents fram
delinquen bargwsis. 3t may aiso resull in an increase in inleresl expense as a rosult af an incresse in our advancing obligations.

© Liguiddy. fninerease in delinguendies also could negaluely tnpsel ous hyuidiy becayse af an inceaase in bartowing under suradvance facitlies

< Valustion of mortgane senviing fghts We basa me price wa pay far movlgago setvicing rights on, among ofher things. out jrajections of the cash flows
frora the selated pool of martgsge ivans. Qur expaci. uf d 3 & sigaificent vadettying those cash fow projecticns. H
delinquencies were sigaificantly greater than expecied, the estunslyd fuir valu-) of bur meitgyge seividng tights could be diminiched When the estimated
fait value of morigage sewiting 3ights is reduced, we would suffer a foss, which has a negalve imyact on aur financial te sults.

Afunhot tiereace in dolinguency rotec could thersfors adversely affoct our bucinasg, financial condiion or resuits of spesalions.

Deacreasing propeny velies have caused an incroase it Ioan-to-vafue maas resuling in barrowers having fittie o1 negative equly in their

property, which nay riliice new losn originations and provide to to strategically default on thelr loaus.

Accordiny te Corstagic, rom December 2005 tu Decarmber 2010, the sumber of borowets who dwe mose on a relaled merlgage loan than the papery is
wortth, or have negalive agudy m thou propety, has imcreassd fam 7% to 23%. We belisve thot bairowers with negaiive’ equily in fhoir propedies ase morm likely fo
strategisally default on mosgage loans and that « signifvanl incresse in sislagic defaulle could materialy «fet our busingss. Also,with the excaption of laans
moified under the MHA, we are unable B refinoace luans vah high loan-to-value ratias. Ircressed loar-to-valve rados could reduce our abitity to enyinate foans
for borrnwars with Jow or negalive aauily antd could adversely alfect gur business, fingneial contdition or 18sults ¢f aperations

The Industry in which ve oparats & highly compeiltie.

We sperale in a highly compelilive industty tha) coutd becoms svan moto campelitive as 2 8sult of scanomi, legislalive, tequlalary and tochnolagical
chonges. bnthe servicing induslry, we foce competition in areas such as fees and persimance in reducing delinquencies and eatoting tuccossful madifications.
Compefition 10 sewvice mosgege pans comes primarily from laigs commercial banks and savings institutons. These finanzial instilukions generally kave significantly
grealer resousces and accecs to capstal than we do, which gives them the henefit of 4 Jywer cast of funds Additienally. ewr servicing carapetiters may docita fa
madify heir servicing model lo compete mue direcly with our

2

LakleafC .

di improve.

serviting rmodel, o¢ ow servicing madel may gensiote Jower merging 98 a esull of petilion of 35 overntl

fnthe mongage loan originalions indusisy, we fsce corapetition in such eress az modgaga loan sffetings, thies, fees end pustoray sewice. Competdorn to
wiginate motlyage 0ans cames pimanly from large commerdaf banks wnd ssvings institutions. These financiat fong g Bieradly have i ly greater
resswees ahd access te capitat than wa do, whith gives them the benefit of 3 lower cost of funds.

In addilion, technelogical advances and heighlened activitios hiavo ¢ c ! ibifity 10 predutts and servicos generally.
Thds has itensifted competition amorg banking as welt as nok-banking cormpanies it offeting mongage loens «nd Josr servicing. We way be unable o compele
successiolly in dur ndudsies and fhis could adversely affect sus business, financial condition ond results of apeations,

We might not he ahlo 1o malmtain or grow our basiness if we can not fdentity and acquire woryage servicing rights or enter into addRlonal
subservicing ogreetnents on favorablo tanms,

From December 31, 2007 10 Moreh 31, 2011, we have grewn the aggregate unpsit principat bolance of the loang we vewice frern 3327 billiss 1o
367.0 biflion, primetity thraugh scguiriag morsigage servicing sghts and enlem\g o subsetvidng «gieements, Our servicing poetfufio is subjedt fo “run off,” meaning
that mangaqe laang sawicet by us may be :epam &f malurify, prepaid prier 1o maturdy, refinanced with a mmigago not ssrvicsd by us or liquidated through
}ed-in-lisy af it o1 othot Jiguidation piacess or repraid through standard amostization of principal. As a resull, cus abilly to maintain the size
of cur £mung poiifolia depends on 0w abiffy ' otiginate addiiunal mongages and fo acquire the sight {o seryice addifional pools of rasidential martgagos. We
may nol be ablo to acquire servicing sights or enier inls addiional subservicing sgrsoments un lesms favorable te us ot 81 all. In delermining the purchase price for
setvigng rights, managersent makes certain assumptions, rany of wiick are heyond our cunkeed, including, amaonyg other things:

< ihe rates of prepayment and repayiment wilkin the undstlying paals af nenyage iaans;
+  piojpcied rajes of delinquencie s, defaulls and liguidatons;

» fuluro inlerest rates;

* owrcost {0 sarvice ihe tans:

+  ancillay fee incame; and

*  amsunis of fuluzs servicing Rdvances.

We may not be able to reatize our slgniffcant i in p fand ourtech, gy platiorm §f we cannot identify and acquire mongage
seyvicing fghts or enfer Into additional subservicing ag on I ble terms.
We hesve raade, and expeci te codinua jo cnake, signifi i tments in p 1 and our tectinalogy plalonn o allowr us 10 service oddiional lans.

n pamrular prior 1o acquiting 2 ferge partalio of mangage sevicing sghis or erdering ino a lorge subsetvicirg conliac, we invest sxgmrcaul RsoUIces in
wequiiing, izining. technology and systems. We may net 1safze 1he expsclad banafils of thess irvestiments 1 the exlent wa are unable 18 ixcreass the poof af
rssidontiol modgages serviced, 03 wo do noy appupriately velus the mongage sewicing rghts that wo do purchasa. Any of tha Tarsgoing cauld edvergely affoct aut
bysinets, financial condition and sesuls of opsrations,

Wa may not roafize a8 of the anticipsted henalits ol poteptial foture acquisitions.

Qur 3bilty jv reatize the anticipatod benefts of poiestisd futyre scquisitions of sewvicing postfvlios, erigiuations plalforms and/or companies will depend, in
part, &0 oor abifity to scale-up lo appraprietely

Ladleaf Centengs
sesvite any Such assets, andler intagrate the businesses af such acquired companies vilh o busingss The process of kequinag assels andlor companies may
dissupt our business, and ray not 1esult in the fulf benefits ewpecied. The sisks asenciated with acquisiliens include, 3mong others:

»  coordinating raarket funcions;
»  unanficipatad issuss in i ing infe i igations and sthet systems;

= unanticipated & potibiliy of purchasing, fogistics, and inislsation methods;

= relgining key esnployees; snd
*  the diversion of matagement's atleatiors figm dagoing business concerns.

Mareover, the success of any aequisition wilt depend vpon our ability to effectively fntegrale the acquired sewicing pardalios, orighatian platfoims a1
busineases. The acquired sewviting panlofiss, originatians platforma nr husinasses may na) caninhute 10 aur revenues o1 eatrangs la any melerial extest, and cost
savings on¢ syneigios we sxpecl af the Yime uf an ncquisiion may nst by roolized once the acquisitisn has bren comgplefe 8. If vre inopprepristely vaiue the aesels
we acquire ar the vuiue of the assels we acquite dectines after we acqui(e lhem the tesulting charges may negalively affect the carying value of the gesels an
ayt batenco sheef and cur earnings. Fuith: . Hwe nCyr addi ta figance an the acquitad businpse may nat ke sble 1o geseratp
sufficien] eash flaw 10 service that addilonal indabtadpess. Uusuitable oc ful acquis could adversely affect cuc business, financial condilion snd
resulfs of aperaians.

We may be unabta to phiain sulficlent caplaf 10 meet the tinancing requireinents of out bisiness.

QOut finanting siraleyy mcludes the use of significant leverage. Accardngty, eur xbifitly {0 tingnee wur aperations snd repay matusng obiigalisns rests in
targo part an our ability 1o besraw money, We ste ganarilly requirad fe tensw our fiwancing arrangomenis each year, which eyposee us fo sefinencing and interest
1ie visks. In addifion, 2 facge podiun of uut vuldanting debt, including our MBS Advanse Financing Facdity, our ABS Advance Financing Tacilly, aur MSR Netes,
our §300 Million Warehause Facilly, swr $100 Miflian Warehouse Facility, our 875 iillion Warehouse Faciily, our 350 Mitlion Warshouse Fadifily and our GSE
ASAP+ Short-Term Financing Fadlty, maturos prior to 2013, Ses "Managoment's Discuction and Anslysis of Financial Condition and Resulls of Qporatisn s
Summaty of Other Indebiedness.” Qur ablliny te refinance oxigting debt and burow aduitional funds is affected by a varialy of faclers, inctuging:

v lmitalians impnsed an us under the noles and olher financing ageeernents that comain resiritiive covenants and bosrsving concitions that may limit our
ability 1o raise additional debt;

« the decling i liquidty b the credit markets;
- prevailing interedd rales;
+  the girenglh of the lendess from vihera we borrow;

< bomowing an advance faciities it limited by tho amount of eligible sallzlrat pledged and may bo fess thon (he bosrewing capacity of the faelity; and

- accounting changes thal snay impad saloslations of covenaals i our debt

nthe ordinusy course of oue business, we pedodically bussow movey ar sell aewly- sriginated loans ta fund our sewicing ond originafien uperasions. See
“Masnagerent’s Discussion and Analysis of Fmanc».«i Condition atd Resulfs of Ogeratio ns—Linguidity and Capita) Re sovrces.”™ Our sbilily {o fund curent o petstisns.
and mect gur serviec edvance olligatiofe doponds on sur abifity to secwe these tmee of finantings o acceptable 1orms and lo renevs v2 replacs oxisting
finantings 35 (hey expite. Such Mpancing s fay nal be avalatde with the GSEs or othet countespatlios on aeceprablo 1esmis oz 51 alf
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TaklewfContents,

Ars event of defaull, a segstive raings action by & rufing sgency. sn adverse action by & regulstory sulbarity or a general deteriotation in the cconomy
that consteicts the avanabilty of credit—similar to the market condivons 1hat we have sxpetisncad during the last two years—may incseasy aur cost of funds ang
make it difficull for ue 10 ronew existing credit facilities and obtain aow lines of crodil. Wa intend lo continue 1o purisue oppontunitivg 1o acquire loan sarvicing
poiifptios, otignations platforms and/or busi ¢ thal engage in loan serviing and/or loan pliginations. Qur fiquidity and csplal resources may be diminished by
any such transaclions. Addilisnally, we believe that 2 significant weauisition may 1equire us to raise addilional capitsl to feclitate such a transaction, which may rot
be available on acceptable leas or of all

The Basel Commitloe recently annoynced the final f rk for ing capial vequi knowa as Basel lil, which if implemenind by U.S.
bank regulatory agencies, wil increase the cost of funding on banking instiutions that we rely on for financing. Such Bassl 1l requirements could reduce our
sources of funding and incresse the costs of originating and servichy morgage loans  we 3re unable to oblain safficient czpital on acce ptable ferme for any of
thi foregaing reazens, this could adversely affect owr business, financiaf condilion or results of operations.

Wa nay rot be able to continue to grow our loon originetion vohuna.

Qut foan oliginalion husiness consists of rebnancing exisling loans and, increasingly, providing purchase money tasns 1o homebuyers. The eriginalion of
purchase money morigage loans is greally influenced by traditonal business clienls in the haone buying procese such as realliers and builders. As a tesull, our
atildy o secure velatienships with such Iradilionsl busingse clients wifl influosice ous ability to gow our puichase money morigagn loan volsma and, thus, ey loan
origination busine ss.

As we giow our retail otiginatian business, we may not be able 10 teceive the pecessary volume of ixfarals oz compele sucressfully with other tetail
branches in tha comramdins. tn addilion, we may net recaver irg estments made in acquirng or eslablishing bianches of achisve martins accepiable to vs. Our
whalesale ndgination butiness operates Jagely $irough third pany morgage brokers who sre ol conrscluafy obligated k do business with vs. Fuiher, our
conpetilors also have relalionships with our brokers and actively compele with us in our efforts 10 expand out broker nelworks, Accordingly, we may nol be

i ire It our exislinig rel higs: or ding our broker netvioiks.

While we intond to use sales bad agaregalors and Inferet marketing 1o 1each new botrawsss, our Consumer Dirgel Relwl oliginatisn platform rasy not
succaed betause of the refatral-diiven natuio of out indusicy. Further, our Jargest customer base consists of the borrawars whosa edsling loans we service.
Because we pirmatily sevice cradit-sensittv¢ loans. many of out esisting seaviting customers may nol ke sble to qualify for conventional roitgage foans vith us
andlor msy pose a higher credit dsk than elher consurmers, Funthermore, our Consumer Direct Retail origination platforen focuses predorairantly on refinancing
exisling morfgage leans. This type of ongination aclivity is sensive 1o increases in inerast rates 1w aie unable fo continua fo geew ovr lnan originalion business,
this could advarsely affect our business, finantial condilion & resulls of oparalions.

Onr ies may i oty icing tights and icing

Ths ownots of the logns v serviea and the primary servicers for the loans we subsewice, may. under ceitain circumslances, lerminate our moitgage
seivicing rights or subservicing contracts, respectively.

As is andard In the indusity, under the lerms of our master seryizing agreement with GSEs, thay have the rinhi to lerrainate us as services of he Joans
wo service of their behslf at any ime and alse have e right to cause us to sell the mortgage setvicing rights to a third pany. In addition, soma may also have te
tigh 1o tequire us to assign the morgage sewvicing tights to a subsidiary and 15 sell our equity inferest in the subsidiary 1 a third pasty. Undor our subsorvicing
contracts, the primary servicers fo1 whom we conduct subsewvicing sclivities have the right (0 teminate aur subsetvicing
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Hghs wal oF withow! cause, wilh fitle notice and litde 1 no compensalion. Ir November and Detember 2010, thiough our seidtivaship with the same BSE, we
boarded subservicing rights tolaling appraximately $25 biflion in ynpaid principal batance. We expect to continue 1o acquire subiserviang fights, which coust
exacetbate those ricks.

If swe were to have our seiviging or subservicing righls Yerminated or a yasterial padion of our servicing portfolia, this could adversely affect our busine ss,
financial condition and resulls of cparations.

Faderal, state and lacal faws and regulations may meaterially adversoly affect our business.

Federal, stale and local goverments have recenlly proposed or enacled numerous laws, tagulations and rules selated 1o mongage Joans gensrally, and
fateclosure aclions in patticular. These laws, requlations and 1ules may resoll in detaye in the faeclosure process, reduced payments by botrowers, modification of
the original lerms of mottgage loans, peimanent (orgiveness of debt and/or increased servicing advances. In some cases, locat govennaents have ordered
mosatoriums on foreclosure activily, which prevent a servicer or trustes, ag applicable, from exercising any rermedies 1hey aught have ln respsc of liguidating 3
seversly detinquont rortgage loan. Several courts aleo hava taken unprocadonted sl0ps fo slow the foraclosure procoss ar prevent foraclosuie alfogsther.

Due to the kighly regulaled nstuse of the residetisl mortgage indusiry, we are rogquited 1o coraply with a wide aray of federal, siaty and focal laws and
requlations that regulate, among other things, the manaer in which we condudt our servicing and originations business and the fees we may charge. These
regulations diraclly impact our business and require constant campliance, moniforing and internad 2nd externel aud4s. A material failure {o comply with any of these
laws or 12gulations could subject us to kiwsuits or gavernmental action, and this could adversely affect our business, financial conditian and weulis of oporations

(n addiion, there cortinua fo be changes in legislalion and ficensing in an eflust 1o simplify the censumer mozigage expetience, which require technology
changes snd addifional imptementslion costs for loan originafors, We sxpec! tegislatve changes will cantinue in the foreseesble future, which may icieass our
opesling expensos.

Any of thy

changes in the tew could adveisely affect our business, financial condilion of resulls of it See *Busi Regulation.”

Unfika competitors that are hanks, we are sibjact to state i . and

tosts,

Becauss we am not a depository indiution, we do rot benefit from 2 foderat oxeraption to etate monguge banking, loan servicing or debl collsction
licensing and tequiaiosy requirements. We must cemply wilh slate licensing requirenients in all fily states and the Distrist of Columbia, and we sre sensilive fn
regulatory changes that may inciease our costs thiough sieicter liceasing laws, disdasure laws of increased fees or that may impose conditions to ficensing that we
or our personnel are unable fo razer. Futute state legislation and chanyos in rogulation may i increase he pli costs on our operations or teduce
Ike amount of anciltary fees, inciuding lste fees thal we may charge 10 boregveers, This mum ke our business cosl-prohibitive in the affected state or States and
could svaterially affect our businese,

Faderal and stata legislt and agency ndiatives in wage-backed ies and ization may ly atfect our

Thote ara {edeisl and state fegislalive and agency initiatives that could, ence fully implemenled, adversely affect our business. Far instance, the sk
refeation wuitemest undes the Dodd- Frank Act requires sacuriizers 1o tetain a mininxkira beneficial wierest n morgage-hacked securdiesthat they soll through a

secyrifization, absent certsin gualified residential mongage . Ornice i .
25
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the risk retention requirement may resull m hlghcr cosly ol tenam onglnalmn sperations and unpose on us addilions] corapliance requiraments to meel sewicing
and nquM(lon critsnia o3 qualifind . 10 AR relafing o the registralion stalemend reguired lo be filed
By an issuer of sssel-backed secwities, recently adopled by the SEC pursuanl 1o the Dedd-F rank Act, would increase compliance costs for ABS issuers, which
could in furn increase ous cosl of kinding ang opeiations. Laslly, cenain proposed federal fation would peirmit in pLcy 1o resinscivre mongage

laans secucod by primary residences. Bankuptey coutts could, i this lagidation is anacted, raduca the principal balance of a morgage loan that is snatrad by @
lien on merigaged propeny, reduce he morigage intatest rale, oxtend tha teim to maturity or olbenvise madify the terms of @ bankrupi bontower's mongsge foan.
Any of the faregoing could materially sffect eur finsncial condition and results of operaions.

Our business would be sdversely affecied if we fost our ficenses.

Our ions are subject {o ision and ficensing under vanous federal, state and locat dalules, ardinances and tegulations 1n mesl
<tatss in which we operate, o regulatory agency regumss and onforcec faws celating to morigage sarvking companies and mortgage ctigination corapanies such as
us. These rules and requlations generally provide for licensing a3 a mierlgage servicing cempany, megage orgination coympany o third parly debt defaull
specialist, s applicable, requirements as 10 the form snd couten of conttzrts and other decumeniation, ficensing of our eyaployees and employee hiring backgiound
checks, licansing of independont contiaclors vath whom we controdl, 1o strittions or solloction practices, disclosure and recosd-keeping requismonts and
anforcement of borrowers' rights In certain slalos, we 21 zubject jo petingic exarainaton by siate requlatory authorites Some uates in which we opsrale requie
spocial iconcing or pravide extansive ragulation of our husingss.

We bekevo thel wo maintsin all material licenses and perraits tequired for our cumrent vperstions and s in subetantial corapiance with afl zpplicable
federal, sfate and lucal nguh(irms We may not be sble o msintain all requisits liconges aud pensits, and the falure 1o solisfy those and other sagulatory
reqdiremants tould tzsull 0 4 delault under our seesicing agreements and have @ matedal adverse effodd on our operations. Those stales that cunently do not
provide extensive regulation L\I our businesz may fater choo oo to do zo, and if such slajes so acy, we may not ho able 1o oblain or maintain all requisite licenses
and permiis, The (aﬂuxe 1o satisfy ihose and other regulatory requiremnents could resull in 3 defavll undes cur seivicing agreements and bave 4 matetial adverse
effect an our op .the adoplion of addiional, or the revision of exicting, rules and regulations costd adversely affect eur business., financial
condifien or rezults of opcrahom
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Wa may be raquired 1o indemnlly or rapurchase loans wa ovg g, 0r will origiiote, H ourloans fail fo meel carlshy eriiarla or characloristics
o) under gihier chicumstances.

The Indentures governing our secutilized pools of loans and our coniracss with gurchasers of our whole lbans contaln provisiens that requite us 1o
indeinify o1 sapuschase the related loans under cerlain circutnstances While nur contracts vagy, they canfoin provisions thal roquise us to teporchase loavs if:

* outreprotemations and waranlios conceming lean qually and loan ciicumeances aie inaccurate, includieg reprosemations concerning the ficensing of a
mongage brokes,

< we fail to secuse adequate metigage ineurac:ea wilhin 5 cenain pyried after dosing;
+ 2 mongage insurante pIovide! cenies coverage, and
«  we fail to comnly, al the individusl loan laval or othervdse, with tegulaloly requirensents in the curren! dynamic reguialory enviremment.

We believe thal, as 2 tesult of Ihe cursen: martet envitanmend, many purchasers of sesidential mongage Inang ase parlicularly aware of Ihe condilions
under which originaloss must indemnify or

ropurehase lenns and would bonef from enfurcing any repuichase remedies thal thay may have. We believe shat oltr expusure 1o reporchases under ouc
repre st mations and viasranties ivclutes e cursent unpsiv batance of ot loans thad we have sold. In the petiod of lfeee months ended March 31,2011 and tivee
yeas ended ecomber 31, 2008, 2003, ant 2010, we have sold loans totalisg an amvounl of 34 @ billion. Yo reeagnize the patentisi Joan repurchase o
indemnificetion ioases, ve have recorded a reserve amounting to $8.0 railfion 99 of Masch 31, 2011, Such reseive, howover, oy nel be adequate to cover ackuai
{esses. See "MBRA—Comp o C figated Babance Sheet it March 31, 20t1 fe Becembes 31, 2010 Liabililies and Mombers” Equily” If we are
roguied te indomnify of repurchase loans that wo onginate and scll o1 sacuritize thal resull i lueses that excesd our resarve, this could adverssly allact our
bosiness, financial condiion or fesulls of opesalions,

We aiay icur lithyation costs and related losses # the validity of o forectoswe action is chatlenged by o burrower o1 il o court overtums o
forechsure,

We may intuc costs il we are required to, of if we elaet o, execule o re-file documents er fake sthes action in our capacity 35 a servicar in conneclien
with pending of compioted forodesures. We may incur Hilgyalion Gosis if the validity of a forsclocute sclien is challangsd by a borsower. Hf a court wers $o overluin a
foreclosure because of enors or deficientine in the foseclosure process, we may have Hability 12 2 tiile insurer of e properly sold in foreclose. These costs and
fiabifities may not be legslly or otheiwise raimbutsabls to us, padicularly To the extent they relate to secutitized modgage loans. I addition, if cenain docurments
requited for o forocioswa ottion are missing or defoclive, wwe could be abligated 1o cure Ihe defect e repurchase fho iaan. A significant increaso in fiigetion costs
cguld advessely affect eur liguidity, and our inability to be teiinbussed for an auvance could adv ersely affact ovs business, finsncial condilien er resulls of aperatigns.

We are required to follow the gnidelines of the GSEs with which wie do business, and we are not able to negotiate o fees with these entiies
{or the purchiase of our loans, Onr competitors may he able to self thelr boans to these entities on more favorable terms.

Faon though we cunentiy ariginate conventional agency and goavernment cenforming foans, bevause we previously erigivated non- pime moigage loans,
wo befieve thot we ase requiredto pay & higher fee to access the secondary market for selling our loans ta goverament-sponsored enlennises. We befieve thel
because many of our competi have ahvays origi [« iuans, they are able 10 seft nevily enginated 1oars on mare favorabie teims than us As
1usull, thase compentors are shle to eam higher margins than we earn oo atiginated leans, which coutd materally inpadl our business.

Ttegur trangaciigne with ihe GSEs, we are requited Yo follow specific guidelina ¢ thet impact the way we sorvica and originate mottgage loane induding:

- out stafling levels and olher servidng pracices;
+  the sewicing ard anciary fees that we may chsrge;
> our modification standards and procedures; and
< the amount of advances eimbursable.
Wo cannet negotiaie these terms with (e GSEs and they are subject e change a any time, A significant thonge in thosa quidefines that has the effect of
decreasing our f@es of renuires us 1o expend sdditonal resources in providing moitgage senvices could decreaze our revenues @ increase ous costs, which coul
adversely affect o butiness, financial cestition or results of operations.

Wa ore required lo make servking advences thot can be subjact 1o dokys in recovery or may not be n centatn ch

During any peried in which 2 botrower ie nel making payments, we are oquiol under must of our sewvicing agraements to sdvatce cur swn funds 1o
mee] centractual pentipal and interest

2

emiltance requiements for inrestors, pay propuily faxes end insurance piemivms, legel sxpenses and other profectve advances. We slso advance funds o
igintais, cepair and marke! reof estate properlies on behall of lnrestors, As homs values cthange, we may have to recensider cetlain of the wscurptiens underlying
our decisions to make sdvances and. in certain sduatians, our sonlraciusl obligations may fequire us 1o moke cerlain advances for which wo may nol be
sekmbursed, In addition, in the event a morgage foan ssrviced by us defaults or becemes delinguent, the repayment 1o us of the advanrce may be delayed usfi the
nwslgage loan is repaid of refinanced er a liguidstion otours, A detey in ow ability te coliodl an advance may odversely affect ow liguidity, and cur inability to be
reimbursed fo; an advance could adversaly affect eui business, finandla] Conddion or 1esuls of sporations.

Changes 1o g ] n; it may y allect futnre locremental revenves.

Ungdor HAMP and simitar govemmant progrome, o pasticipating senvicer may be entilad to receive financial incanfivos in connoction wilh any modificaton
plans it enfers into with eligible betrowes ang subsequent “pay iot success” fees tolhwe extent that a boirowes ramains wirven! In any agreed upon loan
modification. While v paricipale in and dadicate numerous reseurces 16 HAMP, wa may nol conlinue to pasficipate fn or realize future evenves frern HAMP er
any vther government mongo ge modification program. Changes in legislalion regarding HAMP that rosult in the modification of outetonding mortgage oans, ond
changes in the equitemends necessaty 10 qualify for tefinanclnyg modgage ans may mpact ihe extent {6 which we paricipate in and 1o ceive financial bensiils
frorn soch programs, or may increase the expense of padicipating in such prngrams. Changes in goveramental loan modification proyrarns could aise resull in o
increase to our costs.

Under she MHA, a panitipsting sewiter may teceive 3 fmancisl intantive to modify qualilying foans, in aceedante with the plan‘s quidelioss and
requisements The MHA «leo ellows us tg refnance loans with a8 high lean-le-value ratie of up to 125%. This allows ug o sefnance loens {8 sxiding bouowerk who
have fittle o negstive equity in their homes. Chongos in legiststion or regulations regarding the MHA could seduce sur volume of refinancing originalions to
boriewers with litle or negative equity in their homes Changes to HAMP, the MHA and othes simiar pragrams ceuld advarsely affect our business, financial
candition of 1asills af oparations.

We am ilghly upon 1 d by GSEs such as Fanni Maeand Fndll:a Mac to ganerate reve nuas through rnongaqe
otk onid ard

loan snlos 10 institutionst investors. Any changes in existing (2.5, gov fgoge f coufd o
alfect our business, financii pos hiun, resmits of operations ot casl/ tows,

Our abilty 10 ganarale tevenugs threugh mendgage fsan sales 1o instlutienal investory dapendste 8 '\ H deyrae on prey by the
GSEs. suth as Fannis Mac and Freddie Mac, a govemment agency, G Ginnig Mar, and others tal farilitale the fesvance almsngage»hwcknd spcuiities in the
secondary markel. Theso GSEs play o critice! sole in the residontial moriyage intlusiry, and we have significard busine s refationships with imony of themn. Afmost off
of The conferniing losns that we oyuxna!e qnuhfy undes existing standards fos indusion in guaranfoed mortgage Secwifies backed by GSEs. Ve al®o derive othes
mastesial fingncial benefis rom thase hins, including the s plion of ceedil risk by thase GSEa on loans includod in such moatlgags securitias in
exchangs for our payment of guataniee feec and the abilily fo sveid centain lean inventosy finunce Cosls thipugh streofelined Joan funding and sala procetores.

Any vlscantintation of, er signficant reduction in, the opesalion of these govemment- sponsored entenrises or any significam adverse change in the level
of aclwily in the cecondaty marlgage markel ar the underwiting criteria of these GSEs coold sdvoisoly sffect our business, financial condilion of results of
operatinns.

The conservatorship of Fanwie Moc endd Freddie Mec ond related eflomts, atong with atiy changes in lsws and requiattons ofecting tho
el lions hip hehween Fanple Moe and Freddie Mac anil the U.S. federaf governmens, may sdversely affecs onr husiness aad prospects.

Due 1o intreased markst concerns aboul the ability of Fannie Mae and Freddie Mac lo wilhstand future redit heses asseciatod wilh yecurities held m
Iheit inve chwent porfctios, and on which they provide guaraniees, without the Jireet support of e U.S. leGeral yoverrazat, on July 30, 2008, the governmant
pasyed the Housing snd Econgmic Recovery Act of 2008. On Sepleinber 7, 2008, the Fedem! Housing Finance Agenty (the “FHEAY, plaved Fonnie Moe and
Freddie Mac into censervstorship and. 10gefher with the U.S. Treasury, establishod 3 progiom dogigned to beostinvester confidonce in their respective debi and
nverigage-backad secudiies. As the conzervalor of Fannio Mae and Freddiv Mac, tha FHFA controks and direcis the operstions of Fannie Mas a04 Fraddic Mac
and rnay () take over the asaels of and epatale Fanne ige and Freddis Mac vith all the powoss of the sharehelders, tho dueciurs ard the officess of Fannie Mau
ard Freddie Maz and conducl all buziness of Fannie Mae aad Freddie Mac; (i} collect all obligalions and money due to Fannic Mae and Freddie Mac; (i) perfurm
all lunctions of Fannie Mae end Freddie Mac which are consistent with the conservitor's appeiniment. (v) peserve ond consetve the assets apd propoity of
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Fanse Map and Freddis Mac; and (v) conteatt far assistance in fullifing any function, actvily, action or duty of the concervalor

(n addiven (o the FHFA becoming the conservaln: of Fannie Mae and Froddie Mac, the U.S. Treasury and the FHFA hare enterad into pieforrad stack
putchase agieements hetween the US. Treasury and Faenio Mae and Freddie Mac porsvant jo which the U.S. Treasury witl ensuse hat each of Fanale Mae and
Freddie Mag rnaintaing @ posilive ned worlh.

#lthough the U.S. Treasury has committed capital to Fannie Mae and Freddic Mac, these actions may nel be adequate far theit needs. I thess attions
arg inadequate, Fannie Mae and Fieddie Mac could cantinue 1o sulfer 0sses and could fait {o honar their yuarantees and oiher abligations. The fufure rales of
Fannie Mae ant Freddie Mac could be signilicantly reguced and the naluse of their guarantees coyld be consigerably imiled relative 1o historical measurements.
Any changes to the natie of the guarantees provided by Fannie Mae ard Frodiie Mac couid redefine what constityto agency and govarament canforming
Mg age- buckey secuiities and could hare tosr) adverse markel implications. Such markat dyplications coutd adversely affect our busine ss, finsncial condition of
esnlie of apetations,

The g hic ion of our king portfolio may resnit in a higher rete of definguencies and may affect onr linanciat condiion.

As ni March 31, 2011, appoximalely 18%. 15% and 5% of the aggrogale autstandieg foan hafance in qur servicing partfoio is secured by propeiting
{ocsted in Galifaraia, Floside and Texas, tespectively. Some of these sisfes have experienced severe declines in propeny vollies and are expaiencing a
digpeopostionately high rate of definquencies and fareclosures relative 1o olhar states. To the exienl that 1hese siates confinue 10 experignce weaker economic
conditieng ar greater rales of dechoe in 1eal estate values than the tinited States genetaily, a concentralion of the loans we seivice in thase gons may he
sxpecied te incroase the effect af the ricks liatad in this "Risk Faciora® sottion. The impact of progaty velus daclines may Incieass in magnitude and d may
continue fer 4 long peciod of eme. Additionally, if states in which we have greater concenirations of business were lo change thew ficensing ot othar tagulatery
requiremants to make pur husine s ¢oel prokibifive, this could 1equirs us fe stop doing business in those siates oy increase the tosl of doing businass in thpse
dates and could adversely affect cur busingss, financial conditiers o7 e sults of opesations

2

Tabkrflrntnts

We use fhwnck! modals and estimales i datennining the feir vatue of tertain assets, suth 8s morigage sewvicing rights and hvestmants in
debt sectiitie s if our estinmles or sssnmplions prove to be mconsct, we may he requied to record impairment charges, which coufd
adversoly allect onr samings.

We use infesnal financiol medsals thet ulilize, wherevor possible, market participont dota 16 value cedain of pur assets, including our morlyage sewvicing
rights, nevdy originated losns held fur sale and invegtraents in debl se cudties for pupeses of finandal tepodting. The sz models are complex and yse assel-specilic
callaieral daia and macket inpuis for intarest and discount rafes. in addition, the inodeling requitements of motoage servicing riphts ate compiex because of the
high number of vatiables thai diive cash flows associated with mortgage serviciny rights. Even f the general accuracy ef aur valuatinn models is velgated.

lusficns are highly d dont upon the b ofour and the predictabillity ef the lipsifrat deive the resulls of the models. I foan
toss levols are hughos (h:m anticipaiad, dua Yo an increass in definquerncius er prapsyntent spaods, of financial markal Siquidily continues bayord our estimate, she
value of cenain of qur assels may ecrease. We may be requited la tecotd impainmanl charges, which could ispact our ablity to satisfy rainimuen ne} woilh
covenanis of $175.0 million and L ditions in our debt and aversely affect our business, financial condition of 18sulls of aperations. Errors
in eur finandial models er changos in assusnydions could advarsvly affact our businesc, inansial cendilion ot results of eperatinns.

Qur earnings may decreass hacausa of changes hi provailing hntarast talas.
Qut profitabilily is direclly affectad by changes in provailing interess rates. The fullowing aea the niaterial iiske we face ralated Lo changas in prevaling
inlerest rates

. an inciease In prevailing intsiest (ales could generate an incredse in delinquency, default and foreclositn 13108 rosuling in an inerease 1 both apetating
wxpansss and nterest expense and could cause @ roduction in the value of gur assets;

v asubslanial acd sustoined increase in pievailing intorest iates could adversely afiect eur loan originalion velume because refinancing an existing foan
wioulf be less aftractive for home owaers and qualifying (o1 a foan may be mere dificult for consumers,

v aninciease in prevailing inest tates would increase the cast of sefvicing sw outstanding debt, including our abilly to finance servicing adyances and
lean ariginaiions;

+ adecrease in prevaiing intéres! rates may require us ta recotd 3 decrease in the vahse ol our modgage sewicing sighis; and

© sy change in prevsilisg interest rales could invpsct our ewinings from our custodial depesit rccounts.
Any such change in prevailng interest vatas coutd adversely affect our businass. financial condilion a1 resulis of oparations.

"

Qur kedging ghas may 1ot bo tul in miligating our rks fated wakh intorest ratos.

Fram fime o e, we have Used vatious derivelive inancial instrumants 10 previde a level of pretection agairst inieest 1ate risks, b ne hedging
strategy can piotect us complelely. The derivative tinancisl inshuinents that we select may not have the fiect of ieducing aue intere st 1aie risks, In addilion, the
nature snd hmmg of hedying lransaclons may fluence the elfeciveness of these strategies. Poorly designed sisategies, impropesty executed and documested
tr s ceuld actually intreass our riske and losses. In addifion, hadging strate giss invelve lansactien and other caste. Our hedging
sirategies anu lhe derivatves thal we use may not be sbis to adsquaiely offset the risks of ntesmst tate volatifty and aw hedging wanssctions may resurtin or

kY
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magnify fosses. Futhermore, interes] rote dosivotives oy not be avoilabie at all, ot a1 favesable terma, particulady dusing economic Suwniume. Any of the
foregoing risks could adversely alfecl eur business, financial mnddicn or results of eperafions.
A dovngrade 3 our sexvicer ratings conkl have an adverss affect ou our buslness, Hnanci conditton or results of opsretions.

Standasd & Peot's and Fiick rate us as a residential fean servicer. Qur cuen) favorahie ralings from the tating agencies are impostant te the condudt of
aur feaa sewvicing businnss. These ralnus may be downgraded in the futuze. Any such downgrade could adversely affect our bysiness, finan cial condition of resuits

of operations.

We dapond on the y and f of Inf fon about horrowsrs and coumtempartias,

in deciding whether 19 extend etedif or o enter info other iong with b and izg, we nay rely on infoemation fuenished te uc by er
on behalf of botrovers and counterparties. including financial statements and ather finarcisl informasion. We 250 may rely on reprcxnlshons of borrqwe:s and
countempadies aste e acanacy and compfeteness of that information and, with recpect fa financial . en repods of i fant auditnta. We
addifionatly refy on repre semations frem public officialz concerning the Jicensing and gead standing of the third purly mostgage brok: nrs Through wham we do
business. Wh:le we have & praclice of inde pendently verilying the butoweer inforraation That we use in deciding vhiether {0 exterd cigdit or ta agree o 9 toan
wadification, including employement, assets, inceime and credit score, if any of this infarmation is inte ntionally or neglgently miste piesentod and such
isrepresemation is not detected piiar fa loan funding, the vaiue of the joan inay be significantly lower than expeded \Mmum a misre presentation is made by te
joan appficent, ihe nsartgage broker, another thyd pany or one of pur employaes we ganesally hear the riek of loss ialad wih the ] . Wa have
controls and processes deeighed to help us idanlify isreprosonied | fon in oot fean aligi We , howov or, may not hava doloctad ot may rot
detect all reistepresented dilcimation fn our joar eriginaiions andfor eur business clents. Any such Tm‘fepIESCmEd information cauld adversely affect our busingss,
financial congition oc results of eperatinns.

Teclinokyy tallures coufd damage our business operations end increass onr costs,

The Inannsl services indystey as 3 whale is chacactetized by fapidiy changing tachnolagies, and systam disuntions and faitures caused by fire, pewar
foss, tel tione faifures, h J irtrusian, compuler vituces and disabling devices, raterel disasters and olher similer events, may intesrupt or delay
our abifity to provide cervices o our bomowets, Security breaches, acls of i and deval in semputer cagabifties could resultin @ compramise or
breach of tho technoiogy thal wa usa ta protect our barmwees’ peisonal infoimation aad tiansachion deta Systarms failures could cause us ba incur sigaifivand custs
and this could sdrorsely offect our butiness, financial condison ar resuls of peratians,

The snccess and growth of onr husiness will dopand upon our ability 10 adapt 1o and implemeat tochaological changos.

Qur mortgage lean erigination busingso is cunenily dependent upan our abilty ie nKec!iver interface with out tirokess, botoweds and other third parties
and to efticiently process toan applicatiens and dosings. The otigination precess is becering mare d ufren e i i o . suth g8 oul
continuad abiity to process applications over the Intemet, acvept eleclronic signatore 2, provids pracess sefus updaies msumly ani othor bnuuwel ypected
cenyeniences, Mainlaining znd inpraving this new technalogy and becoming plo(mianl vilh il may als equise significant capital expendiures As these
tequitements intraase in Hie future, we wif have 1o fully develop these

153
technategucal capabililies 1o terain compeiifive and any tailuse te o g0 cayld advarsely alfec oue busine ss, nancral candiion 6F r2suls Of aperaticns.,

Any fadure of sur iptarnal sacunly measures or hrauch of ene privacy protoclions cuuld causo karar o mur regatuiiur gati subfuct s 1o
iiahitity.
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fntha avdinzry cauren of ous businees, wo raceive and glore costain ideatis] inf Ben c. g & . Additionally, we anlerinte thivd pady
relationships Io aesisl with vadous aspedts of our business, seme of which requite the exchange of ial hetrower informnation. f a thitd pady were o
cofnptemise or breath pur securily measures a: thasa of the vendors, thraugh elestionic, physical o1 ather means, and micagipropsiate ch information it could
cause infortuptions in our eperalions, expose Us te significant liabifiies, rop oiting ehligotions, romedialion costs and darnaga to eur ropulation. Any of the foregoing
tisks could agversely alfect our business, linancial condilion of resyits of operations.

Qur vaudor rebtfonships subject us t a varioty of risks.

Yve hive significant vendors that, amang other things pruvide us with finandial, lechnstegy and pier servees io sjfpurl out sesvicing and ariginatinns
busnesses With resped to venders enpaged to perdain actvilie s required by sewvicng erileria, we have efected o take fas ing comyi with
the appiicable sewvicing csteria lor the applicable vendar srd are roquired 1o have precaduses in place fo previde teasonable ascurante (lml lhe vendors aciitice
comply in sl matedal respects wilh sewvicing criterda spplicable to e vendor. in the event thal & vendor's activilies do fiet comply with the se feg Ciiteria, it
¢ould negatively Impact nur semvicing agreements. tn addition, if aur cunent vendors were 10 shap providing services 10 us or accepiubis terms, jncluding a¢ a result
af ane o mose vendor hankuptcies dug o poor econone conditions, vie may e unable 1o procure alematives from oher vendors in a timely and efficient manner
and on acceplable terms. or 3t all. Fuither, we may incur significant cosls ta resolve any such disuplinns in service and this could adverseiy alfect ous business,
fin anciat condition or reeults of eperations.

The Joss of the services of our sanior managars coukd have an adverse offact on our business.

The expunency of nur senier managers is 2 vajuabl assol te us. Our manageman feam has an avgrage of appsoximalaly 25 yoars of expariance in the
isidentiol madtgage erigitation and servicing idustey and has been wih us for an aveiage of appiozinately 10 yeass. We do nol maintaii key Hfa ineuranca
policies #elating 10 aut senivt managera The lnss of the satvices of our senios managers could adversely affad ow business, inancial conditien or resyls of
aparatigns.

Ouz histovicat finencizi statemonts do not weflact payments for income taxes.

Our historical fnancial datements set fodh in this prospeclus do nof reffect any payments fas income taxes. The indenluie govering Jha notes pesmits us
te disiribute (e our equay helders amounts (based genessily pa @ hypaihotical calculation ef combinad lederal, stale and Jucal income taxe s wo would awe if we
wafe 1axable as a cosporation 1o paythei income Jaxes for so ong as we are freated a7 a disregarded entily o7 parinership fof Income tax puiposes, i we
tecomo Juxable as a comparation, the indunture governing The netes yenaslly vill pesmitt ve to pay our corbined 1ax yroup's feders], stale and lecal income taxes.
See “Descriplion of Ihe New Retos—Limitation on Resincted Paymenis.”

Our businoss coutd sutfer i we faéito attractand toteln a filghly skilld wearkloree.

Qut fulvie success will Jepend on our ability to identify, hite, davelap, motivate and retain highly qualife personnel for afl areas uf our organizalin, in
,xamcula: shilled managers, faan semvicers, debl default spedialists, oan afficets and undenwritars, Trained and experiented persatnel aie in high demand. and may
be in shot supply in eome ateas Many onho campaniaa wih which wo cofpote
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for axperienced emplnysas have grealet resourcos than wo have and may bo abfe to 6ffer mors atiractiva temis of employment. In addifion, wa invest significant
fime snd expense In fraining our entph yees, which intreases their value lo compeliiors wite may seek 1o 1eciuil them, We may ot be ahle to 2llrect, develop and
maintain an adequato skilled workerce necessary lo operale our businesses, and lobor oxpenses may inciease 3s a resull of a showage in tho supply of gUolifisd
pesstnnel. (Il we as0 brieble 10 pliract and rolain such porsonnel, we may net bo abk to take advontage of scquisitiens and othor grovth oppontunifes thal may be
presented to Us and this couid matenally affect our busine es, fmancial condilien of resulls of operatons.

Legat pinceodings and telated costs conk! adversefy affoct our thanci rosults.

We are :qulingly invelted in legal proceedings cenceuming rnallers thad arfse in 1he ardinary cpurse of our business, The sulcoime of these proceedings
may sdversely affect our hinancial 12sulis. In addtion, a number of parhicipants in ourindusty have been the subjest of choss action lawsuits snd regulatory actiens
by slates” alipirieys genetel. Ltigation and other procesdings moy reguies thal we pay setilemenl coals, damages, penailies or sther charges, which cauld odversely
allect our financial results. See "Busine ss—Legal Praceedings.”

Negadve pubiic apinion coukd damage our reprta fon end advarsely affect our esrnings.

Repulation dsk, er 1he risk 16 our business, esinings and capilal from regalive public epinion, is inherent in eur business. Negative pullic opinion can
resuit fram nur zctual or alleged conduet in any number of activities. including Innding and det! colloction practices. comorate governante, and fram actians takon
by govemment tegutatess end ians in cespense to thase activiliea, Negalive public opinion cen alep reaul from media cavecage, swhether
accutate o nof. Negalive public opineh £an advf'rsoiy aifect our abifty to allract and retain cusiomers, lrading counlerpariies and employess and tan expase us 10
igation and requlatory action. Althaugh wo fake clops te minimize 1o pstadien rick in destiog with our cuslomers and communities, this risk will always be prosent in

cur osganization.

Fortress indirectly controk our soke cquliyhoklor and thers may bo siiuations in which the intarosts of Fortrass and tha haldass of the notas

wiff #ot be aligned.

FIF HE Hotdings 11.C, a helding cornpany, ié sur sole mamber, owning 160% of our sutstanding membership hteresis. FIF HE Holdngs LLC, in fum, is
awnad by cottain privale equily funds ranaged by an affdiats of Fodress and our pas) and precent managument Ac 2 ssull, Forkress is able to Control our
business direction and polcies, intuding mergess, acquisibons and consolidations with third pasties and the sale of alf br substandially aft of our assels.
Consequently, circumstonces inay arise in which the interesls of Fotress coukd bo in conilicd with your infarests as a boidet af the neles, and Forlress may porsue
twransaclions that, in their judgment, coul pahance their oquily invedtaent, svan though the Wrensaction might veivo risks te halders of the notes.

Risks Related to the New Notes

Our substamiol indebleduess may lirnlt vur fhraacisl and operating sclivities and uur ublifty to Jucor additional debt 10 fund tuture needs.

As of March 31, 2011, we and vue guatanters had approximately $633.7 witlion of tutaf indeble di arid unfunded avaifability of approsimatsly
$855.9 miflion under our varinus financing facitties Our substantial indebtedness and any future indebiednosswe incur could:
©  teyuire usto dodicate 3 cubstanlial pottion of cash fiow froim aperstions to the payraent of principal and interest on indabted: . inclyding indeb

wi may incus i G fultse, thereby reducing the funds available for other puiposes;

B3

< mako it moee difiicull for us to satfisfy and comply with our obligaliens with respedt le The nolss;

= subject us te incrgased sensitivity to incieases in prevailing intesas! fates;

+  place us 3t 3 compelitive disadvartage to competitors with relatively less debl in economic duwntuims, sdverse indusiry condhiuns e catastrophic
exernal evente: er

= tedure aur flexibilly in glanning for or respnnding 1o changing business, indusiry and economic conditions,

Qur substantial abligalons could have oliier tmpodant ransequinces. Fasexgmple, aur fallure lo comply with the restridive covenants in the agreements
guveming eus indebiednesss, including the indenturs govetning the toies, wiick lmit our sbility to incur ieas, to invur debt and to sl assels, could resull in an
event of default thal, if nol cured or waved, could hain oUr business ev prospecls and could tesull in eur bankiupicy.

We may incur more debt, which conld exacerbate the tisks descrihed above.

We and our subsidiane s ate able to beur addonal indeblodness in the fulwe, subject to e Simitations contained in e govaming sur
indebledness, including the indenmuse governing the noter. Afthough thece g ements genet ally rostrict uy md ou tysliicied subsidarios f1on incning addional
indebtndnyss, Tuase restictions are subjeet 1o inpartant apii and guali A0 we or out i incur additiena! debi the related risks could be
roagnilied

We may nol e abla lo genotaic sufficiont cash fiow to meel our deht Seivice obikations including the notas.

Our abilty Yo generate sufficient cash fow fram operations le mdke scheduled payrents on cur deb elligativns including the notes wi¥ depend on cur
curtent ond futue financisl perormance  which is subject fa general , fnancial, camp yilalive, regulatory and other factars that are bayond cur
conliol i we de not generate sufficion cash fow sum npecalions fo gatisfy our deht nbnganuns mduumg intecest payments and the gaymun of puncpal al
matusity, we may have te undertake atosnaliva fnancing plans, such as refinancing s rostacuring ous debt, seling assels, reducing or detaying cepital
investments or seeking o toize additonal capital Such olteenalive financing plins Moy not be evailable or fay nat be able fo genorate timely and soflicient ameunt
of proceeds to satiefy our debi obligativns. Additionat fisancing may net be obwined or acceptable 1emns, or penmilted under the letms of eur yarious debt
instrymonts then in effeel Furihernore, our ability to efinance whild depand spen the condition af the finance and cradit markeis. Ot inahility ta gererate
suflicient cask flow fo salisly our debt obhgslions, ar t 1efnand: aur obkgalians on commertially reasonabie tenms o7 on & |xmely basis, would metesialy affeut out

busmess, fingncial conditon or resuhs of operations.

In addhen, we ate dependent oo the cach flow of and diridends and diskibutions te us fiom our subsidiaries in grdar 1o service our cuirent indebtodness,
Our subwdiories are separmie ond distine legol entiies and have no abligation, cortingent ac mhmwx o, I pay atiy amounts duo puyruanl ta sny indebiednoss of
OWrs et 10 make uny funds avallable therefdy, excepl fot Inose it that have undet ue st Ihat wif

guatagtes out ohliqatiens undee the noles. The ability of wur subcidiases te pay any dividends an\J dmszulmns will e subject 1o, amenp viher things, the temms of
any Jebt inatrusments of our subsidiasies then in effect as well as applicable faw. Our subsiiaries may nat be able fo generats cash fiaw sufficical 1o pay dividends
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of distibutions to us thal enable uz 10 pay ifferost ar principat on our existinvg indpbiedness or the nows.

We may be 1malia to wepay or repurchase the noltes al mataity.

At maturily, the sntitg aulstanding principal amount of the notes, logether with accruod and unpaid interest, will become due and payable. \We may nol
have the funds to fulfit these obligations or
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lhe ability o renegotiote theve ebiigations. If upor the matwity dote uther mrangements prohibil us from rapsying the aotes, v could try (o ebizin walvers of such
prohibilions frore the ferders and holsery under ihese anangerments, or we tould aftempt to refinance the boriowings Hhat Cortain the reskictions. In these
circurostances, if we wete nol able 1o nbfain such waliers ar efinance these botewings, we wauld be unable tn epay the tiotes

The indenture goveming the noles, as well as ollier agreements governing our debs, inchiude provisions that may restsct our finaacial amf
basiness operations, but may not necessorily restrict our ability 1o take actions that may finpak our abliity to ropay the nofes.

The agseements govesning ow indebte dness, including sur sesvicing advance fazilties thed refsle 12 servicing ban poitlolins, ourwatehouse focifities that
refate to originaling montgage fesng, the notes we iswued to finwtice our purchase of a perfivlio of mongage vervizhy righls and fhe indentuse [hal will gover the
nioles, contain e gafive covenants cusinmary for such flaancings, such as limiting our akifity 10 sell or dispose vf assets, incur addiiinnal ind ehtedness or liens,
maks cedain restncied paymenta, make cerain inv te mergers, O J 61 other business combinations or erigage in other fines of
business. These resticlinns may sstlese wih our ability o eagage in olher necessary or desiralile business aciiwities, which cuuld matesially affect our business,
financial condition er tosulis of aperations.

Our financing facilties else roguire us to camply with certain financist atios snd Covononts, such a0 maxinum lovsiege ratios, minimum langible net
wotth, minimunt liquidily and positve earnings covenants. In addition, availabiily undes canain of out finarcing facitities s limited by boupwing base and minimum
coliatoral conddisns. Cur ability to comiply with these covenanis depends sh ous financial condition snd perfaimance and alss is subject Lo avents ouiside our
conteol. Asset waite-downs, other non-cash charges and ofher one-time events also impact our abikly to comply with these covenants. tn addition, hese reshictions
sy inlerfote with ous abilty to obtain financing er to engage in niher necessaty or desiable busine s astivilies, whith may have a material elfect on our
operaons. These covenants are subjod to important exceplions and qualifications. Morsover, if we fail to coraply wilh Those covanants and are unshie o obtain 3
waiver or amendment, an ev ent af default wuuld e sull.

Gur financing facilities and nthor dobt agroemnnts, including the indentuse geverniny the nhotes, also Conlain other events of defaull custorary for such
fnanvings. in additinn, as a serwices, we are required to observe and peifonn the coverauls ang obligatins in the agresmenis under which we sevice loans, As 2
sereices, we alse have obfigations under fation AB undes the Secuities Act Feilu to service in accordance veth these requirenents moy lead io an event of
dafaull ynder our credit (acilities. We may net have sufficiznt figquidity to repay of cefinance the notes of bairowings under pur credit (rcildies if such amounts were
ocenierated upan au svant of dafaull. If we are unable to setvico our debt, this could matesally affest eur busingss, financizl cenditisn nr t3sulls of operations.

f we default on our obiipations to pay onr olirr indehtednass, we mey not be able fo maka payments on the potes.

Any default under the ag cavaring aur ind d thal iz nol wawed by the requied lenders, aud the remedies soupht by the holdars of such
indebiedsiess, coutd make us onable ta pay lhe principel. premium, if any, and interest an the netes 8nd substantially decrense Gre meskef value af the noles, {f we
ate unable ta generale sufficient cash flow and are atbetwise unabis Jo ubiain altemative hnancing hecessary 1o meet requited payments of principal, premiumn, if
any, and intesest an aur indebiedness, 81 if wo othanvize (it (o curply with tha varisus covenants, hcluding financial and operating covenants, in the struments
governing our indebtedness, we would be in default undor tho terms of tha auch indeb80: vihich could alse tesult in an event of dafauk
undec otherfinancing agreements. Indhe event of such default, the halders of such mdebxedness could elect to duclare all the funtds borrowad thereunder 1o be due
and payabla, logothor vrikh occtuod and

Takleufmtonte

poid injerest, orwe coukl be farced fo apply alt availabie cach flaws to repay cuch ndoblednass, ond, in any case, we cauld uftimately be faiced infa bankrupiey
of figuidatnn.

The repayment of the notes will be effectivels bordinsted to ially olf of our existing and futire secured debt and the existing and
Tutire sectered debt of our subskiiaries.

The nates, and ¢ach guaranioe of tho nutes, vil be unsecured obligalions. The Aotes, and anyo!l\et unsecurad dehx sethnes issued by us, will be
effectively juniar i ughl af payman ta o}t secured indebtodness. In She avent of aur b picy, o the b picy af eur o special purposa vehiclas,
holders af any secused i of qurs gz of ouc idiaries wilt bave ciainis that are ftrior fe e claims af the holders af any debt secwities issued by us
with respedt fa the 3ssels securing our ofhor indsbidness. As of March 31,2011, the aggregate cartying value of eur and our aubsidiaries’ secured indebledhass
was sppraximately $1.231 4 million.

ff we defavited on our obligstions under any of aut socuied debt, our secused lenders could proceed ag:)nsnhe callateral granted to them )a secure thal
indeb if any secuted indebledness were o be accelerated, aur assels iy nof be sumuenl 1o lepay in full hal i £s and out other
including tha notez. In fddinn, upan any distdbution of assets pursuast 1a any liqui i ar similar pi g, the huldus
of gecured indebiednoss will be snified o receiy e paymant in full Tom tha proceeds of me coliatoral sacuunu uur secuted indeblednass befora Jbe holdsrs of the
notes will be ensitled 10 receive any payment with respedt therelo. As a result, the haldeis of the noles may secover propottionally less than helders of secured
indebfedress.

The notes and tefaterd subsidiry wilt elfectively 1o i to of onr existing and luture noa-grarentor
subsidlarios.

Mat ali af pur subsidiariss will guaraniea the notez. The notee will be offectively subordinated la all indebleduess and piker Habifties and cammifments,
including trade payables, of aur eisting snd (utbre subsidiaries that 6o nat guaraniee the notes, Any tight of the holders of fhe notes 1o patticipats in the assats of
a hon-guatantar subsidisiy upen any Hiquidation ot reorganization 1{ite sobsidiary wil be subjact to the phor claims of the subsidisry’s creditots.

As of the date of this prospectus, Nationelas Home Equily Lean Tewsl 2003-A; Natianstar Home Equity Loan 2008.A RED LLC: Wafisnstar Residual, LLC;
Nationstar Advante Funding 1, LLC, Natiunstar Munigage Auvance Receivables Tust 2009-ADY?; Nationstar Motigage Advance Rectivables Trud 2010-ADVL;
Nafionstar Funding LLC and Mationstar Agvaacs Funding LLC are our an-tuarantor subsidiaries. Noa-guarantor subsidiaries hetd approximately $1.3% of ous tolal
assets as of Maich 31, 2011,

Unrestricted subisidlaties generally will not be subject 1o ahy ol the ¢ in the ¥ ond witl not the notes, and we may
not be eble to rely on the cash tow orassets ol those idie to pay our Indebted,

Subjec) o m(\lp!!anci wdl\ fhe regirictive covenanis canteined 1 the indenture yoveining lhe notes, we will be pennitiad to decignate certain ef our

iasies. I we designale 2 eubsidiosy guarantar as an untesiricted subsidiary fur purposes of the indentute guvetning the natas, any
guatantees of the notes by such subsidiary or any of iis zubsidiatie s val be iefeased under the indentyre. As a resull, the creditors of the umestided suhs:dlaxy
#nd ifs subsidiaries will bave a senior claim an the assels of Uch unredricled subsidiary and its subsidiaries.

Unrestricted subsidiaties wili generally not b2 subject to the coveriants uhider fhe indentute govaining the noles ynd will aot goawntee the noles,
Unrestricted subsidiaries may enter inlo finanzing ar@ngerents that limil their abifity Jo make loans of other payments (o fund payments in

%

respect of Hie nolea. Accordingly, we may ot be able 16 roly on the cash flow 6 setels of unasticle d subsidiaries lo pay any of our indebledness, incfugiag the

nofes,

As ol o date of this prosp there are no ived idiaries, and we de oot have any plsns @ designale any of aur subsidissies as unreshicted
subsidiaties.

Your tight to he repaid woukd be adversely aiected i 2 courl d thof any of our suhsikdiaries mada any 2 fos Inadey

cunsideratéion or with the intent to viefrand creditors.

nder the fodsrai bankreptey laws and comparable provizons of slate frauduleni tansfer laws, arg guaran(ee made by any of our subsidiacies coutd be
voidod, ar claims under the guatanles made by anyofous sobsidiares cavid be g to 2t other abligations of any such subsidiaty, if the aubsidiery, at the
fime it incyrsed the shligalions Under the qustardes:

»  incuypd the obligations wih the infent to hinder, dalay ot defraud creditors; of
+  aeceived kss than reasonably aquivalent value in exchangs {ar incurting thase nbligatises: and
. w3 insalvent of rendored insolvent by taacon of that incurrence;

» wssengaged i1 3 business ar iansadlion for which the subsidiaty's remaiaing asse!s constituted unies sonably small capitol; or
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+  inlended o incur, or betieved hat it would incur, debts beyond ke alilly 1o pay ihyse debis as they msiure,

Alegal chalienge to the obigations under any quaraniee on fiaudvlent coeveysnce gounds could focus on sny henefis receivid in oxchange for the

of thece obligations, A ceuld be subject o the chim that, sincs the guasantoe veas incuired for our benofit and only indiseclly fes the benefit of
the ¢ , the abli of the spphi guaranter vero muuedlm less: than fRir consideralion. The habdty of each guasanior under the indenture will be
limite d 1o tho 2mpunt that will sesult in its qQ a fraudul yance, bul = cowt may apply an alleinative standaid to deteimine the

not
maximup liabifity of cach guaranto:. We belierg that emh of out suhsl(.lmms, tnaking a1 guarartec will receive reosonsbly equivatedd value for ncurting the
quarantee, bub v court may dissgeee wilh our ceaclusion

The messures of insolvency far pugosns of the frandulesd twansfer sty depending an the bw applied i e proceeding 1o determine wheth 2

frauduleat ransfer has oocureed, Generslly, howerer, an eality would be considered inselvent if:
. the wum ot its debta, including contingent fiabildies, is yraater than the faw saleahle value of 5H of g assais;

< the present feir saleabls vaive of s sssels is less than the amount thal weuld be required 1o pay its piabable liabilities o &s existny debrs. including
conlingerd Fabilities, as they becore absolute and mature; o1

» #cannof pay its debis as they become due.

The credil ratings assiyned 1o the notes may not reflect alf risks of an investiment in the notes,

The credit ratings assigned ta the netag reflecl the raling sgencies’ assessments af aur abifily to make paymeats on tho notes whon due. Conoguently,
sctual or anticipated changes in these credit satings will generally sffed the market value of the noles These credit 19tiags, however, tay not

¥

Lab s of Commenes
reflec the potential impadl of ritks related to stiucture, marke! or siher facturs reluted to the value of the noles.

We may vol have ihe ahfity 1o ke ihe lunds necessary to linance the change of contiof offer required hy the indentire governing the notes.

Upon the sccuironce of 4 “change of control,” as defined n the indenture goversing the noles, we must offet fo duy back the nolks al a price equalis
101% of the prindipol amount, logether with any acciusd and unpail intesest and speusal interest, if any, 10 the date af the repurchage. Our faiture 1o purachase, ar
give notice of purchase of, the notes weuld be a default under the indenture guveming tho notes. See “Descdptian of New Notes--Reourchase at the Ogption of
Holdsre—Change of Cantral.”

{fa chonge of condrol accors, itis possibic That we may not have sufficiont oesels af the time af the change of conlral fo tmnke 1ke reyuized repuichase of
nole s of o salisfy sl obligations under our ethes debl insliuments, ircluding future debt insbuments. In order Ju satisfy vur obligations, we could seek to 2efinante
aur indebiedness ne nbiain & waive: finm the nther featlers or you as 3 holder of the noles. We may ot be abis fo ohiaia a waiver ar rafinanca our indohtedne sa
on ferms atcepiable fo us, if af all. Our failure 1o repurchase anyooles submifed in a change of cantrol offer could constilute 20 svent of default under ow other
debit documents, gveo if the change of contsof offer itsell would nol cause a defaull under the ind enfute governing the aotes.

Tho changae of comyel provision in the indenture may nol profect yat in the evani we 3 highly } fransaztion,
restructusing, mesger or othar similar ransaction, unless such transaction coasiules a chanye of coalro under the indenture. Such 2 kansactivn may ol mvnhro a
change inv power ar beneficial evmership or, even if il does. may nol involve a change of the magnilude required under the definition of a change of contral
triggering evant in 1ho indenture to frigger our obligation 16 repurchase the notes

There Is no established yading market for the notes. If an actual irading markel sloes not develop for the notes, you may not be ahfe to resefl
the notes yuickly, lor the price that yon paid or at all,

The notes are 2 new issue of securities and therefore there (s na astablishad tiading masket for the notes, and an adive rading maskel may not develap
We da nol intend ta apply for the netes fo be fisted on any ssoutias exchange oy 10 arrangs for any Guatalien on ahy autersated Jeslar quolation systems. Tha
initial purchasers iave adrisad us thal they intend te make a market in the notes, but they are no! obligated 1o do 0. The initiat purchasere may discordinue any
smarkel making in tha aoles ot any tirna, at theit selo diceretion, As a 1eeult, thero might be vety litle Hquidity of any Bading masket for the xatas.

Yay may rio} be able 10 s2lt your notes a) o particulas time or at a, or the piices that you eceive wheo you selt them may ot ba {avorabls. You may aof
be able to resell your notes at their fair marke! value. The fiquidty of, and rading markel for, the noles may aiso be adversely aflected by, amorny oiher ihings:

+  provailing irterost rates;

> our operating pedommance and financis{ condition;

»  (he interest of securities dealers in making 3 maiket; and
«  the markel for simitas socurities.

Historically, the merket for won-javestment giade debt hae bvgn subjest Jo distuptions thal have cousad volatily in the prices of socusities einilas to the
nates. B is passible that the market for e

Labdeaf Coniais

f

netes vifl be subjact to disiuplions, Any distuplions may have a negotive effect on notaholders, re gardiass of our presp ond financind p.

Tho Gtd Notes wera Issued whh orighiat ksue discount for U.S. toderal incomo tax puiposes.

The Otd Naleswere issued with OID for U.S. fedetal income lax pusmposes because tite staled principat amount afthe nele s pxceeded their issue price
by mon2 than a de minimis amouni,

U.S. hiolders will genwially by required to incude such OID in ygrose incorne on w condtaat yield te reatusity basis in advance of the seceipt of casl:
payoient thereof and regurdiess of such holders’ method of accounbng for U.S. federsl income tax purposes. See ‘Centain Uniled States Federad tncome Tax
Conpiderstians.”

Risks Relating to the Exchange Offer

The consumngtion of the exchange offer imay not oceur,

We a1 not ohligaded to complete the exchange offer undar certain cGiroumstances, See "Description nf the Exchange Offer—Conditioas to the Exchange
Offer.” Even if the sxchange offex is complofed, it may nol be compleled va the schedule descibed in this progpecius. Arcordingly, holders pasticipating in the
exchanye offer may have 1o wail fonger than expected o 1ecaive their New Notes, during which time thoze helders of Qid Motex will not be abie io efiect uansfets
of their OId Noles tendered in the exchange offer,

You may be required to deliver prospectuses and comply with other 1 quircments fn connecton with eny resole of the New Notes.
it you tendar your Od Notes for e purpose of participaling in 2 dlsibution of the New Notes, you will be requirag to comply with tha registiation and
prospecius delivery tequiremens of the Securities Actin connection with any resale of the Mew Nates. tn addition,  you are & broker-dealer thal receives New

Noles for your ovsn accound in exchange far Oid Noies el you acquired a5 & result of market-making sctivifies oy any other Wading aclivifies, you will be required
to acknowiedge that you will delivor & prospacius in connedtion with any resale of such New Notes.

39

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

This prospecius contains fi i+ 1o ok within the meaning of the WS, federal secwities Yows. Fomard fouking t.1alﬂm('|1(s nchde, wilkoud
timitatian, stalements concerming plans, ubjamves goals, projections, strafeyies, future events ot ] o and vnd ond offier
whicly 810 1o} sia(amenl, of higtorica! tacis. When used in this discussion, tho verds “anticipate,” appsars “rcresee xmand “shoule,” expecl “estimate,
"project.” “plan Y “may* “cauld” “vdil,” “ara likaly” and similar Bxprossions are inlend ed to identily fors . These ¢f ts involve predi
of ou) futuse fmantisl cunditivn, periopnance, plans ard suaiegies, and ara thes deggndent on a numbes of Sadur< including, withou! Emitaticn, assomptions and
dala thal may be inprocise or incerrect. Specific faclors that fmay knpact performance os other prodiclions of future ackions have, in many bul not all cases, boen
identifed in canneclion with specific forward-looking staleronis. Also see "Risk Factors” inckided elsewhero in this prospedtus regaiding the sddilional factars that
have impzcled or may impact our pedormance and finaucial results. Fosward-looking staleme de are subject ta vsks 30d uncenainties incleding, without hmitation:

nd

» ke mpadd of the orgsing implementatien of the Dodd- Frank Wall Stieer Reform aad Consumer Froiection Act of 2030 ot pur business activiti
srattices, rasis of operations and pvesalt resulis af aperations;

+ the impscl on ovs servicmy praciices af enforcement consent erders enlered inla by 14 of the laaes! sewizers and four lederal agaecies,
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8-K 1 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 Altemative Mortgage Securities Trust 2005-AA3, Mortgage Pass-Through

Certificates, Series 2005-AA5).

FIRST HORIZON ASSET SECURITIES INC.

(Exact name of Registrant as specified in its charter)

Delaware 333.119657 75-2808384
(State of Incorporation) {Commission File No.) (LR.S. Employer
Identification No.)
4000 Horizon Way 75063
Trving, Texas (Zip Code)

(Address of Principal executive offices)

Registrant’s Telephone Number, Including Area Code: (21 4) 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 240.142-12)
Pre-commiencement 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 240.1 3e-4(c))

RFJN_EX 12_ 000001
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Ttem 8.01. Other Events.

Reference is hereby made to the Registrant’s Registration Statement on Form $-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 am ended. Reference 1s 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 Ine. (“FHASI”), FHHLC sold two pools of adjustable rate,
fully amortizing, one-to four-family residential, first lien mortgage loans (the “Mortgage Loans™) to FHASL 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 “Pocling and Servicing Agreement”) by and among the Registrant, as Depositor, FHHLC,
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 Agreement 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 Agreement 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 FHHLC. 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.

RFJIN_EX 12_ 000002
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Item 9.01 Financial Statements and Exhibits,

() Eschibits

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
FHHLC **

13 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, 2003 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 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.

Tune 2, 2005 By: /s/ Alfred Chang

Alfred Chang
Vice President

Signature Page for Form 8-K
(2005-AAS Issuance of Certificates)
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INDEX TO BEXHIBITS

Exhibit No. Description

1.1

12

x*

Underwriting Aereement dated December 20. 2001, by and among Citigroup, the Registrant and FHHLC *

Underwriting Agreement dated March 27, 2003, by and among Morgan Stanley. the Registrant and
FHOLC **

Terms Apgreement dated May 232005 to Underwriting Agreement dated December 20, 2001, by and
among Citiproup, the Registrant and FITHIL.C

Terms Agreement dated May 23, 2005 to Underwriting Agreement dated March 27, 2003, by and among
Morgan Stanley, the Registrant and FHHLC

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

Mpﬁggge Loan Purchase Agreement dated as of May 1, 2005, by and between FHHLC, as Seiler, and
FHASI, 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 §-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 nereinafter defined) which Mortgage Loans are more particularly
listed and described in Schedule A attached hereto and made a part hereof.

WHERBAS, 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 simultancously transfer the servicing rights for the Mortgage Loans to First Tennessee
Mortgage Services, Inc. (“FTMSI”) pursuant to the Servicing Rights Transfer and Subservicing Agreement (as hereinafter defined).

WHEREAS, the Purchaser will engage FTMSI to service the Mortgage Loans pursuant to the Servicing Agreement (as
fereinafter 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]L
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 Ameriea, (if) 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 (i) 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 properly 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.

RFIN_EX 13_ 000001
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Cooperative Unit: A single family dwelling located in a Cooperative Property.
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Custodian: First Tennessee Bank National Association, and its successors and assigns, as custodian under the Custodial
Agresment dated as of May 27, 2005 by and among The Bark of New York, as trusice, First Horizon Home Loan Corporation, as
master servicer, and the Custodian.

Cut-Qff 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 Bankruptey Code in the Scheduled Pagment 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.

Yeficient Valuation: With respect to any Mortgage Loan, a valuation by a couwrt 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 conneetion with any Scheduled Payment that results in a perimanent 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 Bankruptey 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 Morteage 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" day of each month, or if such 25" 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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nsurance Proceeds: Procecds paid by an insurer pursuant to any insurance policy, including all riders and endorsements
thereto in offect, including any replacement policy ar policies, in each case other than any amount included in such Insurance
Proceeds intespect of expenses covered by such insurance policy.

Liguidation 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 Flectronic 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.

MERS® System: The system of recording transfers of mortgages electronically maintained by MERS.
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.

Mortpage Loans: The mortgage loans transferred, sold and conveyed by the Seller to the Purchaser, pursuant to this
Agreement.

Morteage 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 (if) accrued inferest thereon at the applicable Morigage 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.

Morteaged Property: The underlying property securing a Mortgage Loan, which, with respect to a8 Cooperative Loan, is
the related Coop Shares and Proprietary Lease.

Mortgagor: The obligor(s) on a Morigage Note.
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Principal Prepayment: Any payment of principal by a Mortgagor on a Mortgage L.oan that is received in advance of its
scheduled Due Date and is not accompanied by an amount representing scheduled interest duc on any date or dates in any month or
months subsequent to the month of prepayment.

Proprietary Lease: With respect to any Cooperative Unit, # lease or occupancy agreement between a Cooperative
Corporation and a helder of related Coop Shares.

Purchase Price: $442,579,732.11

Purchaser: First Horizon Asset Securitics Inc., in its capacity as purchaser of the Mortgage Loans from the Seller pursuant
to this Agreement.

Recognition Agreement: With respect to any Cooperative Loan, an agreement hetween the Cooperative Corporation and
the originator of such Mortgage Loan which establishes the rights of such originator in the Cooperative Property.

Scheduled Payment: The scheduled monthly payment on 2 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 amount of the monthly payment due on such Mortgage Loan.

Security Agreement: The security agreement with respect to a Cooperative Loan.

Seller: 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 servicer.

Servicing Rights Transfer and Subservicing Apreement: The servicing rights transfer and subservicing agreement, dated as
of November 26, 2002 by and between First Horizon Home Loan Carporation, 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 rolating thereto (before any adjustment to such amortization schedule by reason of any
moratorium of 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 Morteage 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 decuction 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 1% 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 morfgage index, reset period and periodic rate as the
Deleted Mortgage Loan and a gross margin not more than 1% 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.

-4-
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rustee: The Bank of New York and its successors and, if a successor trustee is appointed hereunder, such successor.

ARTICLE 11
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. Iters (i) and (i) 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 I
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”):

-5.
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(@)

®

©

CY
©

t3)

(1) the original Mortgage Note endorsed by manual or facsimile signature in blank in the following form: “Pay
tothe orderof , 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 transter all right, title and interest of the party so endorsing, as noteholder or assignee thereof,

in and to that Mortgage Note); or

(2) withrespect to any Lost Mortgage Note, a lost note affidavit from the Seller stating that the original
Mortgage Note was lost or destroyed, together witha copy of such Mortgage Note,

except as provided below and for each Mortgage Loan that is not a MERS 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 MIN 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 MERS, with evidence of recording indicated thereon, or a copy of the Morigage certified
by the public recording office in which such Mortgage has been recorded,

a duly excouted assignment of the Mortgage in blank (which may be included in a blanket assignment or
assigniments), 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;

the original or copies of each assumption, modification, written assurance or substitution agreement, if any;

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 comnection 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

in the case of a Cooperative Loan, the originals of the following documents or instruments:

-6-
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¢ 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;

©) 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

©) Executed UCC-3 financing statements or other appropriate UCC financing statements required by
slate 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 (1)
the original recorded Mortgage or (if) 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 documents 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 of a8 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 documerts have not been returned by the appropriate recording office, or, in the case
of each such interim assignment, because the related Mortgage has ot been returned by the appropriate recording office, the Seller
shall deliver or cause to be delivered such documents to the Trustee ot 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 Selier 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 time additional original documents evidencing an assumption or modification of a Mortgage Loan and (i)
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 fron: 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 (logether 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 be 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 (if) (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 iitial
delivery of the Mortgage File for such Delay Delivery Mortgage Loan, but rather the Seller shall have five (3) Busimess Days to
cure or cause to be cured such failure to deliver.

ARTICLE1V
Representations and Warranties

Section 4.1 sentat] 1 W, ties of the Seller. (a) The Seller hereby represents and warrants to the
Purchaser, as of the date of execution and delivery hereof, that:

I 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
Jocated 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 accardance with the terms
thereof.

8-
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(®)

@) 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 ransactions 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 thercof 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 lim ited by bankruptey, 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 consumation of any other of the transactions contemplated by this Agreement,
and the fulfillment of ar compliance with the terms thereof are in the orcinary course of business of the Seller and
will not (&) 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 ina material breach, violation or acceleration of, or resultina 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 (¢) constitute a material violation of any statute, order or regulation applicable to the Seller of any coutt,
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 inviolation of any
statute, order or regulation of any court, regulatory body, adm inistrative 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.

() 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 serv icing of the MERS Mortgage Loans for as long as such
Mortgage Loans are registered with MERS.

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.

9.
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(¢) 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 1s 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 mamner 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 Mortgage 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 payments 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.

210~
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ARTICLEYV

Section 5.1 ransfer Intended as Sale. Tt 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 deem ed 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 fo create a security interest
in such assets, then (i) this Agreement shall be deemed to be a security agreement within the m eaning of the Uniform Commercial
Code of the State of Texas and (ii) the conveyance of the Mortgage Loans provided for in this Agreement shall be deem ed 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 (o
ensure that, if this Agreement were deemed to create a security interest in the Mortgage Loans, such security interest would be
deemed 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 Agreement to a third party and that the representations and warranties made 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. Bither party or ils assignees may enforce specific performance of this Agreement.

Section 5.4 Notiges. 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:

Ifto

the Purchaser: 4000 Horizon Way
Irving, Texas 75063
Attn Larry P. Cole

If to the Seller: 4000 Horizon Way

Irving, Texas 75063
Attn: Larry P. Cole

-11-
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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 partics hereto shall be determined in accordance with such laws.

{remainder of page intentionally left blank]

-12-

RFIN_EX 13_ 0000013

http://www.sec.gov/Archives/edgar/data/1081915/0001 14420405017895/v019466 ex10-1.htm 9/26/20 459



Unassociated Document Page 14 of 20

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, 2005.

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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SCHE 0
[BEGINS ON NEXT PAGE]

[Available Upon Request From Trustee]
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SCHEDULEB

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 B 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, 2003, between First Horizon Asset Securities Inc., as depositor, First
Horizon Home Loan Corporation, as master servicer, and The Bank of New York, as trustee.

M

3

4

The information set forth on Schedule A to the MLPA, with respect to each Morigage Loan is true and correct in
all material respects as of the Closing Date.

Each Morigage 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 Developiment, 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 (¢} 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.

Tmmediately prior to the assignment 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.

As of the date of origination of each Mortgage Loan, there was no delinquent tax or assessment lien against the
related Mortgaged Property.

B-1
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(10)

(1

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.

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 msurance policy referred to in item (11) below.

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.

Each Mortgage [oan 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.

No Mortgage Loan is a “high cost loan” as defined by the specific applicable predatory and abusive lending laws.

Except as reflected in a written document contained in the related Mortgage File, the Seller has not modified the
Mortgage n 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,

A lender’s policy of title insurance together with a condominium endorsement and extended coverage
endorsement, if applicable, in an amoumt 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, n lieu thereof, an Alternative
Title Product.

B-2
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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 m ade 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 15 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 trustec’s sale, and (i) 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 martgage 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 onigination 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 fload
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 Meortgaged Property, nor is such a proceeding currently occurring.

(21) To hest 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 mianner
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
mnterest.

(27) The Mortgage Loans tnay be prepaid at any time by the related Mortgagors without penalty.

B-4
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(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 1,
2034. The latest stated maturity date of any Mortgage Loan in Pool IT is June 1, 2035, and the earliest is October

1, 2034.
(31) No Mortgage 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 2 Loan-to-Value Ratio at origination of greater than 80% is covered by a Primary Insurance Policy issued by
a mortgape 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(2)(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 LEVELSé 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 mortpaged properties, other than condominiums, nvestment properties, two to four unit propertics 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.

B-5
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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)

Page 1 of 3

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 Selomon Sm ith 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 Underwriling Agreement solely as it relates to the purchase and sale of the Offered Certificates described below. The
Series 2005-AAS 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 Morteage 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”):

@ Agerepate Principal Amount of the Mortgape 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 I1 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, mterest 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%:

RFJN_EX 14_ 000001
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Class Principal Interest Class Purchase
Balance Rate Price Percentage

1-A-1

3 $1,005,000.00 Variable®” 101.164062500%
I-A-2

$ 3,600,000.00 Variable®” 101.164062500%
1-A-R

$ 100.00 Variable!” 101.164062500%
11-A-1

$ 313,016,000.00 Variable!” 101.171875000%
1I-A-2

3 14,000,000.00 Variable® 101.171875000%

(1) The pass-through rates on each class of Certificates listed above for each distribution date will be variable and will be
caloulated as described in the prospectus supplement.

(L) 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(2) 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 McG raw-Hill Companies, Inc. (“S&P™), and “Aaa” from Moody’s
Tnvestors Service, Inc. (“Moody’s) in the case of the Class I-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 1-A-2 and Class I1-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,
2
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1f 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
Company.

Very truly yours,

CITIGROUP GLOBAL MARKETS INC.

Date: By:

Name:
Title:

The foregoing Agreement 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: Bxecutive Vice President

RFJIN_EX 14_ 000003
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EXECUTION
FIRST HORIZON ASSET SECURITIES INC.
MORTGACE PASS-THROUGH CERTIFICATES
SERIES 2005-AAS
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 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-AAS5 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-AAS 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.

®) Qriginal Terms to Maturity: The originel 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%:

RFJIN_EX 156_ 000001
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Principal Interest Class Purchase
Class Balance Rate Price Percentage
B-1 $11,441,000.00 Variable® 101.578125000%
B-2 $ 5,060,000.00 Variable® 100.843750000%
B-3 $ 3,300,000.00 Variable® 99,156250000%

(1) The Centificate 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 Otfered 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, (i1) 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 Treatment: One or more elections will be made to treat the assets of the Trust Fund as a REMIC.

2
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If the foregoing is in accordance with your understanding of our agreement, please sign and retum to the undersigned a
counterpart hereof, whereupon this letter and your acceptance shall represent a binding agreement between the Underwriter and the

Company.

The foregoing Agreement is
hereby confirmed and accepted
as of the date first above written.

FIRST HORIZON ASSET SECURITIES INC.

{s/

Namie: Alfred Chang
Title: Vice President

FIRST HORIZON HOME LOAN CORPORATION

s/

Name: Terry McCoy
Title: Executive Vice President

Very truly yours,

MORGAN STANLEY & CO. INCORPORATED

By: /s/

Name:
Title:

RFIN_EX 15_ 000003
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private morlgage-backed securities will not have guaranteed any of the assets conveyed to the related trust fund or any of the private mortgage-backed
securities issued under the Pooling and Servicing Agreement. Additionally, although the mortgage loans underlying the private mortgage-backed
securities may be guaranteed by an agency or instrumentality of the United States, the private mortgage -backed securities themselves will not be so
guaranteed.

Distributions of principal and interest will be made on the private mortgage -backed securities an the dates specified in the related prospectus
supplement. The private mortgage-backed securities may be entitled to receive nominal or no principal distributions or nominal or no interest
distributions. Principal and inferest distributions will be made on the private mortgage - backed securitics by the private trustee or the private servicer. The
issuer of private mortgage- backed securities or the private servicer may have the right to repurchase assets underlying the private mortgage-backed
securities after a specific date or under other circumstances specified in the related prospestus supplement.

The mortgage loans underlying the private mortgage-backed securities may consist of fisted rate, level payment, fully amortizing loans or
graduated payment mortgage loans, buydown loans, adjustable rate mortgage Joans or loans having balloon or other special payment features. The
mortgage loans may be secured by single family property or by an assignment of the proprietary lease or occupancy agresment relating to a specifie
dwelling within & cooperative and the related shaves issued by the cooperative.

-20-

The prospectus supplement for a series for which the trust fund includes private mortgage-backed securities will specify the aggregate
approximate principal amount and type of the private mortgage-backed securities to be included in the trust fund and specific characteristios of the
mortgage loans that comprise the underlying assets for the private mortgage-backed secutities, including:

o the payment featores of the mortgage loans,

« the approximate aggregate principal balance, if known, of underlying mortgage loans insured or guaranteed by a governmental entity,
« the servicing fee or range of servicing fees with respect to the mortgage loans and

« the minimum and maximum stated matuzities of the underlying mortgage loans at origination;

» the maximum original term-to-stated matutity of the private mortgage-backed securities;

+ the weighted average term-to stated matuiity of the private mortgage-backed seawrities;

» the pass-through or certificate rate of the private mortgage-backed seoutities;

» the weighted average pass-through or certificate rate of the private mortgage-backed securities;

« the issuer, the servicer and the trustee of the private mortgage-backed securities;

» certain characteristics of credit support, if any, such as reserve funds, insurance policies, surety bonds, letters of credit or guaranties relating to
the mortgage loans underlying the private mortgage-backed securities or to the private mortgage - backed securities themselves;

» the terms on which the underlying mortgage loans for the private morigage-backed securities may, or are required to, be purchased betore their
stated maturity or the stated matutity of the private mortgage-backed securities; and

« the terms on which mortgage loans may be substituted for those originally underlying the private mortgage-backed securities.

Private mortgage-backed securities included in the trust fund for a series of securities that were issued by an issuer of private morigage-backed
secutities that is not affiliated with the depositor must be acquired from one or more entities unafiiliated with the depositor in one or more bona fide
secondary market transactions and they must either have been previously registered under 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. Private mortgaged-backed securities included in the trust fund for a
series of securities that were issued by the depositor or an affiliate of the depositor must be registered under the Securities Act concurrently with the
offering of the securities under the related prospectus supplement.

Substitution of Trust Fund Assets
Substitution of Trust Fund Assets will be permitted in the event of breaches of representations and warranties with respect to any original Trust
Fund Asset or in the event the documentation with respect to any Trust Fund Asset is determined by the trustee to be incomplete. The period during which

substitution will be permitted generally will be indicated in the related prospectus supplement.
RFJN_EX 18_00000309
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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 teferred to in this prospectus and in the prospectus supplement, but do not contain all of the information
ity the Registration Staternent pursuant to the rles 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 Intemet Web site that contains reports, information 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:/fwww.sec.gov.

This prospectus and any applicable prospectus supplement do not constitute an offer to sell or a salicitation of an offer to buy any securities other
than the securities offered by this prospectus and the prospectus supplement nor an offer of the secutities to any person in any state or other jurisdiction in
which the offer would be unlawful.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

All documnents filed under the name of Fitst Horizon Asset Securities Inc. and/or the 1tame 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(¢), 14 or 15(d) of the
Securities Exchange Act of 1934, as amended, ate incarporated by reference in this prospectus and are a part of this prospectus from the date of their
filing. A1y statement contained in a document incorporated by reference in this prospectus is modified or superseded for all purposes of this prospectus to
the extentt that a staternent contained in this prospectus (or in the accotnpanying prospectus supplement) or in any other subsequently filed document that
alsois incorporated by reference differs from that statement. Any statement so modified or superseded shall not, except as s0 modified or superseded,
constitute a part of this prospectus.

The trustee onbehalf of any trust fund will provide without charge to each person to whotn this prospectus is delivered, on the person’s written or
oral request, a copy of any or all of the docunents referred to above that have been or may be insorpotated by reference in this prospectus (notincluding
exhibits to the information that is incotporated 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 supplerment.

REPORTS TO SECURITYHOLDERS

Periodic and annual reports conceming 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 Secuwrityholders.”

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 docurments. See “The Depositor.” The depositor expects to sell
secwrifies in series from time to time, but the iming and amount of offerings of securities will depend ona number of factors, including the volume of

Trust Fund. Assets acquired by the depositor, prevailing interest rates, availability of funds and general market conditions.

-29-

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 transferting mortgage collateral and selling interests m 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 Hotizon Way, Irving, Texas 75063, Its teleplione number is {214) 441-4000.

Neither the depositer nor any of the depositor’s affiliates will insure or guarantee distributions onthe sectrities of any series.

1,OAN PROGRAM
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The loans will have been purchased by the depositor, either directly or through affiliates, from sellers. The applicable prospectus supplerment may
provide for the nnderwriting ctiteria used in oginating the loans, but if it does not, the loans so acquired by the depositor will have been ariginatedin
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 respeet to firstlien mortgage loans will
generally confonm to those published in First Horizon’s guide for alternative documentation programs for first lien mortgage loans (the “Guide™). The
underwiiting 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 toans may be underwritten by First Horizon or by a
designated third party. Se¢ - 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, ‘

Fixst Horizon’s underwriting standards, as well as any other underwriting standards that mmay be applicable to any first lien mortgage loans,
generally inchide a set of specific criteria pursvant to which the underwriting evaluation is made. However, the application of those underwriting standards
does not inply that each specific criterion was safisfied individually. Rather, 2 mortgage loan will be considered to be criginated in accordance with a
given set of underwriting standards if, based onan overall qualitative evaluation, the loan substantially complies with the underwriting standards, For
examnple, 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 underwiiting 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 munber of factors, including:

« factors relating to the experience and status of the seller,
o characteristics of the specific mortgage loan, inchuding the principal balance, the Loan-to-Value Ratio, the loan type or loan program, and

o the applicable credit score of the related mortgagor usedin cormection with the origination of the mortgage loan, as determined based ona
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 oredit
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 featutes, such as maxinnim 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 morigagor’s credit standing and repayment ability, and the value
and adequacy of the proposed property as collateral. Due to the vatiety of underwriting standards and review procedures that may be applicable to the
mortgage loans included in any mortgage poo, the related prospectus supplement generally will not distingnish axoong the various underwriting standards
applicable to the mortgage loans nor describe any review for compliance with applicable underwriting standards performed by First Horizorn. Moreover,
there can be no assurance that every mortgage loan was originated in conformity with the applicable underwriting standards in all materjal respects, or that
the quality or perfarmance of rmortgage 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
summiarizes 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 morigagor’s employment and income, and of the amount of deposits made to financial institutions where the mortgagor
1naintains 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 onginated under a limited documentation origination program 1o 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. Cuwently, First Horizon’s nnderwriting
standards provide that onty mortgage loans with cerfain Loan-to-V alue 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.

Pirst 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 inade of each propetty considered for financing. The appraiser is
required to mspect 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 propcrtiés tnay be located in states where, in general, a lender providing oredit on a single- family property may rot seck a
deficiency judgment against the mortgagor but rather must look solely to the Property for repayment in the event of foreclosure. See “Legal Aspects of the
RFJIN_EX 18_00000311
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Loans — Anti-Deficiency Legislation and Other Limitations on Lendets.” Fisst Horizon’s underwriting standards applicable to all states, including anfi-
deficiency states, require that the value of the Property being financed, as indicated by the apptaisal, cursently supports and is anticipated to supportin the
future the outstanding loan balance, although there can be no assurance that the value of the Property will continue to suppott the loan balance in the
futwre.

General Standards for Home Equity and Home Tmprovement Loans. The appliczble prospestus supplement may provide for the seller’s
representations and warranties relating to the home equity/homie improvement loans, but ifit does not, each sellex will represent and warrant that all home
equity/home improvement loans originated and/or sold by it to the depositor or one ofits 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 ot on behalf of a lender to evaluate the borrower’s credit standing and repaymert ability, and the value and
adequacy of the related Property as collateral. In general, a prospective borrower applying for a home equity/home mprovement loan is required to fill out
a detailed application designed to provide to the underwriting officer pertinent credit information, inchuding the principal balance and payment history
with respect to any senior mortgage, if any. The applicable prospectus supplement may specify whether that eredit information will be verified by the
seller, but if it does not, the credit information supplied by the botrower will be verified by the related seller. As part of the description of the borrower’s
financial condlition, the borrower generally is required to provide a current list of assets and labilities 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
bankruptey. Inmost cases, an employment verification is obtained from an independent source (typically the bomower’s emplayer) which verification
teports, among other things, the length of employment with that organization and the botrower’s current salary. If a prospective borrower is self- employed,
the botrower may be requited 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 dematid or savings accounts.

24+

In detenmining the adequasy 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 curzently
supports, and s anticipated to support in the future, the outstanding loan balance.

The maximum loan amount will vary depending upon a borrower’s esedit grade and loan program but will riot 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
specifiedin the related prospectus supplement, low Loan-to-Value Ratio, low debt-to-income ratio, stable employment, favorable oredit 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 Ioan program, type and use of the Property, creditworthiness of the borrower and debt-fo-income ratio. If so specified in the
related prospectus supplement, a seller’s underwriting criteria may permit home equity/home improvernent 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 i1t the case 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 ronthly income available to support the payments of principal and interest on the mortgage
foan in addition to other monthly credit obligations. The “debt-to-income ratio” is the ratio of the borrawer’s total monthly payments to the borrower’s
gross monthly income, The maximurn monthly debt-to-income ratio will vary depending upon a borrower’s oredit grade and loan program but will not
gererally exceed 55%. Variations in the monthly debt-to-income ratio limit will be permitied based on compensating factors to the extent specifiedin the
related prospectus supplement,

Inthe case of a home equity/home improvemnent loan secured by @ leasehold interest in Property, the title to which is held by a third party lessor,
the applicable prospestus supplement may provide for the related representations and warranties of the setler, but if it does not, the refated seller will
represent and warrant, among other things, that the remaining terrn of the Jease and any sublease is at least five years longer than the remaining term on the
Tiome equity/home improvement loar.

Certain of the types of home equity/liome improvement loans that may be inchuded in a trust fund are recently developed and may involve
additional uncertainties not present in traditional iypes 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 botrowers have the ability to make the
monthly payments required initially. In some instances, a borrower’s income may not be sufficient to permit confinued loan payrnents as those paytuents
increase, These types of loans may also be underwritten primarily upon the basis of Loan-to-Value Ratios or other favorable oredit factars.

Qualifications of Sellers
Each seller will be required to satisfy the following qualifications. Each seller must be an institution experienced int originating and servicing

loans of the type contained in the related poel in aceordance with accepted practices and prudent guidelines, and must maintain satisfactory facilities to
RFJN_EX 18_00000312

0349



originate and service those loans. Each seller must De a seller/servicer approved by either Fannie Mae or Freddie Mac. Each seller nmst be a mortgagee
approved by the FHA or an institution the deposit accounts of which are inswed by the FDIC.

-25-

Representations by Sellers; Repurchases

Fach seller will have made representations and warranties in respeot of the Ioans 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 title 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 tifle 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 1o 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 constifuted a valid lien on, or a perfected security interest with respect fo, the Property (subject only to permissible hens
disclosed, if applicable, title insurance exceptions, if applicable, and certain other exceptions described in the Agreement) and that the Property
was free from darmage 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 specifiedin the related prospectus supplement, and

that each Joan was made in compliance with, and is enforceable under, ail applicable local, state and fedesal laws and regulations in all material
1espects.

*

In addition, if any required payment on a mortgage loan was more than 31 days delinguent 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
palicies of the FHA or the VA, as the case may be.

1f so specified in the related prospectus supplement, the representations and warranties of a seller in respect of 2 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 seties of securities evidencing an interest in the loan. Since the
representations and warranties of a seller do not address events that may oconr following the sale of a loan by the seller, its repurchase obligation described
below will not atise if the relevant event that would otherwise have given rise to such sn obligation with respect to a loan occus after the date of sale of
the loan by the seller to the depositor or its affiliates or atter 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 inclnde aity loan in the trust fund for any series of securities if anything has
come to the depositor’s attention that would cause it to befieve that the representations and warranties of a sefler will not be accurate and complete in all
material tespects in respect of the loan as of the date of initial issuance of the related scries of securities. If the master servicer is also a seller of loans with

respect to a partioular 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.

The master servicer or the trustee, if the master servicer is the seller, will promptly notify the relevant seller of any breach of any representation or
warzanty 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 case 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 olligated either

+ 1o 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 acerued interest thereon to the first day of the month following the month of repurchase at the Loan Rate (less any
advances or amount payatle 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.

1fa REMIC election is to be made with respect to a trust fund, the applicable prospectus supplement may provide for the obligations of the
Imaster servicer or residual certificateholder, but if it does not, the master servicer or a holder of the related residual certificate generally will be obligated
1o pay any prohibited transaction tax which may arise in connection with any repinchase 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 find 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
seller, the master servicer 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 securifies or the trustes 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 substitote a loan if a seller
defaults on its obligation to do so, and no assurance car be given that sellers will carry out their respective repurchase or substitution obligations with
respest 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 substifution obligation as described below under “The Agreements — Assignment of the
Trust Fund Assets.”

DESCRIPTION OF THE SECURITIES

Each series of certificates will be issued pursuart to separate agreements (each, a Pooling and Servicing Agreement or 2 “Trus! 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 “Indentiwe”) between the
related trust fund and the entity named in the related prospectus supplement as trustee with respect 1o 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 fo the
Registration Statement of which this prospectus forms a part. A series of secwities 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 secuities 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
extibits) relating to any series withont charge upon written request of a holder of record of'a security of the series addressed to First Horizon Asset
Securifies 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 i 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 fund created pursuant to each Agreement and will not be entitled to payments in respect of the assets included int 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,

« 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™);

o the assets required to be deposited in the related Security Account from time to time;,

+ Property which secured a loan end 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.

1f so specified in the related prospectus supplement, a trust fund may also include one or more of the following: reinvestment incotne on
payments received on the Trust Fund Assets, a reserve fund, a mortgage pool insurance policy, a special hazard insurance policy, a bankniptey bond, one
or more letters of credit, a surety bond, guaranties or similar instrunients.

Each series of securitics will be issued in one or more classes. Each class of certificates of a series will evidence beneficial ownership ofa
specified percentage (which may be 0%) or portion of fiture inferest 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 more 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 Enbancement™ irt this prospectus andin the
related prospsctus supplement. One or mose classes of securities of a series may be entitled to receive distributions of principal, interest or any
combination thereof Distributions or one o1 more classes of a series of seourities may be made prior to one or miore 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 specifiedin the related prospectus supplement. The timirg and amounts of distributions may vary amorig classes or over timne as specifiedin the
related prospectus supplemert.

Distributions of principal and interest (or, where applicable, of principal only or interest only) or the related securities will be made by the trustee
on cach distribution date (i.e., monthly, quarterly, semi-annually or at such other intervals and on the dates as are specified int the related prospectus
supplement) in proportion to the percentages specifiedin the related prospectus supplement. Distributions will be made to the persons in whose names the
securities are registered at the close of business or the dates specified in the related prospectus supplement (each, a “Record Date”). Distributions will be
made in the manmer specified int the related prospectus supplement to the persons erttitled thereto at the address appearing in the register maintained for
holders of seeurities (the “Security Register™); provided, however, that the final distribution in retirement of the secuities will be made only upon
presertation and surrender of the securities at the office or agency of the trustee or ather person specified in the riotice to securityholders of the final
distribution.

The sccusities 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.

Unider eurrent law the purchase and helding of a class of secwities entitled only to a specified percenitage of payments of either interest or
privicipal or a notioral 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 fo other classes or after the oceurrence of certain specified events by or on behalf of any employee berefit plan
or other retiremert arrangement (including individual retirement accounts and annuities, Keogh plans and collective investment funds int which the plans,
accounts or arrangements are invested) subject to provisions of the Employee Retirement Inicome Security Act of 1974, as amerded (“ERISA”) or the
Trternal Revenue Code of 1986, as amended (the “Code™), may resultin 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 secuiity of that type of class, but if it does riot,
the transfer of securities of that class will riot be registered unless the transferee (i) represerits that it is not, and is not purchasing on behalf of, any plan,
account or arrangement or (i) provides an opinion of counse} satisfactory to the trustee and the depositor that the purchase of securities of that class by or
o1 behalf of a plan, account or arrangement is permissible under applicable law and will riot subject the trustee, the master servicer or the depositor to any
obligation or Hability ir addition to those undertaker in the Agreerments.

As to each series, an election may be made to treat the related trust fund or designated portions theveof as a “real estate mortgage investment
conduit” or REMIC as defined in the Code. The related prospectus supplement will specify whether a REMIC election is to be made. Alternatively, the
Agreemert for a series may provide that a REMIC election may be made at the discretion of the depositor or the master servicer 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. [fa REMIC election is made with respect to a sexies, one of the classes will be
desigriated as evidencing the sole class of “vesidual interests™ in the retated 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 1o which # REMIC election is to be made, the
raster 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 reimbursenient for these payments from the assets of the trust fund or from any holder of the related residual certificate.

Distributions on Securities

General. In general, the method of determining the amount of distributions on a pasticular series of securities will depend onthe type of credit
support, if any, that is used with respect to the series. See “Credit Enhancement.” Set forth below are descriptions of various rnethods 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 nsed in determining the amourt of distributions orthe securities of the series.

Distributions allocable to principal and interest onthe securities will be made by the trustee out of, and only to the extent of, funds in the related
Secuity Account, including any funds transferred from any reserve fund. As between securities of different classes and as between distributions of
prircipal (and, if applicable, between distributions of Principal Prepaymients, as defined below, and scheduled paymerts of prircipal) and interest,
distributions made on any distribution date will be applied as spesified 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 fhe 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 Fuuds” for each
distribution date will generally equal the amount on deposit in the related Secwrity Account on the distribution date (net of related fees and expenses
payeble by the related trust find) 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 accroe on the aggregate principal balance of the securities (o1, 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 fixedrate or rate adjustable as specified in the prospectus

" supplement), and for the periods specified in the prospectus supplement. To the extent fands are available therefor, interest acorued during each specified
period on each class of secupifies 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 wntil the aggregate Class Security Balance of the securities of the
class has been distributed in full or, in the case of secunties 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 secwrity is entitled. Distributions allocable to interest on each secuity that s not
entitled to distiibutions allocable to principal will be caleulated based on the notional amount of the security. The notional amount of a secutity will not
evidence an interest in or entittement to distributions allocable to principal but will be used solely for convenierice in expressing the calculation of interest
and for certain other purposes.

-29-

Tnterest payable on the securities of a series on a distribution date will include all interest acerued during the period spe cified in the related
prospectus supplement. In the event interest accrues over a period ending two or more days prior toa distribution date, the effective yieldto
securityholders will be reduced from the yield that world otherwise be obtainable if interest payable on the secusity 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 acorual securities, if specified in the related prospectus supplement, any interest that has accrued but is not paid on a
given distriibution date will be added to the aggregate Class Security Balance of the class of secunities on that distiibution date. Distiibutions of interest on
anty class of accrual securities will commence enly after the osurrence of the events specified in the prospectus shpplement. Prior to that tine, 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 seeurities, will increase on each disttibution date by the amount of interest that accrued on the class of accrual
securities during the preceding interest acerual period but that was not Tequired to be distributed to that class on the distiibution date. The class of acerual
secutities will thereafter accrue interest on its outstanding Class Security Balance as so adjusted.

Disiributions of Principal. The related prospectus supplement will specify the method by which the amount of principal to be distributed onthe
securities on each distiibution date will be caloulated and the manner in which the amountwill be allocated among the classes of securities entitled to
distributions of principal. The aggregate Class Security Balance ofany class of securities entitled to distributions of principal generally will be the
aggregate original Class Security Balance of the clags 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 accrnal secwities, in general, increased by all interest acorued but 1ot then distributable on the acerual securities; and
» in the case of adjustable rate securities, subject to the effect of negative amortization, if applicable.

1f so provided in the related prospectus supplement, one or more classes of securities will be entifled 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 speeified in the prospectus supplement. The allocation of Prineipal Prepayments to a class or classes of securities will have the effect of
accelerating the amartization 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 ofher classes of securities relative to that of certain securities is intended to preserve the availability of the subordination
provided by the other securities. See “Credit Enhancement — Subordination.”

Unscheduled Distributions. If specified in the related prospectus supplernent, the secuities will be subject to receipt of distributions before the
next scheduled distribution date nnder the cireumnstances and in the manner described below and in the prospectus supplement, If applicable, the trustee
will be required to make unscheduled distributions onthe day and in the amount specifiedin the related prospestus supplement if, due to substantial
payiments of principal (including Principal Prepayments) on the Trust Fund Assets, the trustee of the master servicer determines that the funds available or
anficipated 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 an unsche duled distribution, but ifit
daes 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 pincipal on the securities on the next distribution date. The applicable prospectus supplement may specify whether the unschednled
distribution will include interest, but if it does not, the unscheduled distiibutions will include interest at the applicable Pass-Through Rate G if any) or
inferest rate (if any) on the amount of the unscheduled distribution allocable to principal for the period and to the date specifiedin the prospectus
supplerment.
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Advances

To the extent provided in the related prospectus supplement, the master servicer 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 and/or principal that were delincuent 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
advarices muay be recoverable out of late payments by botrowers, 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.

I making advances, the master servicer 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 udvances ate made by the master servicer from cash being held for futwre distribution to
secuityholders, the master sexrvicer will replace those funds on or before any future distribution date to the extent that funds in the applicable Secuuity
Aceount on the future distiibution date would be less than the amount required to be available for distributions to securityholdess on that distibution date.
Any master servicer fimds advanced will be reimbursable to the master servicer out of recoveries on the specific loans with tespect 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-servicet or a 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 servicer (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 insnrance preminms not paid by borrowers on a timely basis. Funds
so advanced are reirrbursable 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 make a required advance, the appliceble prospectus supplement may specify whether
another party will have advancing obligations, but if it does not, the trustee will be obligated to make the advarice 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 servicer or a sub-servicer is
entitled to be reimbursed for advances. See “Description of the Securities — Distributions on Securities.”

Reports to Securityholders

) Prior o or cancurrently 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 staternent setting forth, to the extent applicable to the related series of securities, among other things:

~3]-

» the amount of the distribution allocable to principal, separately identifying the aggregate amount of any Principal Prepayments and if so
specified in the related prospectus supplement, any applicable prepayment penalties included in the distribution;

the amount of the distribution allocable to interest;

L d

the amount of any advarce;

*

the aggregate amourtt (2) 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;

-

o 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 amownt 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 atiributable to penalties, fees, excess Liquidation Proceeds and other sirnilar
charges and items;

-

the mumber 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 o 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 find 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 peried,

*

« 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 enbancement; and
« the servicing fee payable to the master servicer and any subservicer, 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.

In addition, within a reasonable period of time after the end of each calendar year, the master servicer or the trustee will mail to each
secutityholder 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 sectnityholder of record duting 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 refurns.

Categories of Classes of Securities
The seeurities of any series may be comprsed 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.

CATEGORIES OF CLASSES DEFINITION

Principal Types

Accretion Directed A class that receives principal payments from the acoreted interest from specified
Accrnal classes, An accretion directed class also may receive principal payments
from principal paid on the underlying Trust Fund Assets for the related series.

Component Scourities 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 seewtities
may be identified as falling into one or more of the categories in this chart.

Non-Accelerated Senior or NAS A class that, for the period of time specified in the refated 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/ox (2) scheduled principal payments on the underying Mortgage Assets,
as specified in the related prospectus supplernent. 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.

Notional Amount Sceurities 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.
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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 prepayiment 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.

.33.

CATEGORIES OF CLASSES

DEFINITION

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

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. Inmany cases, the schedule is derived by assuming two
constant prepayment rates for the nnderlying Trust Fund Assets, These two rates are
the endpoints for the “structuring range” for the scheduled principal class.

Classes that receive principal payments in a preseribed sequence, that do not have
predetermined principal balance schedules and that under all circumstances receive
payments of principal continiously 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 (ather than excess
losses) as its share is directed to another class, referred to as the “support class™ until
the slass certificate balance of the support class is reduced fo zero.

A class that receives a constant proportion, ar “strip,” of the principal paymments 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 constent prepayment rate
for the underlying Trust Fund Assets.

A class with an interest rate thatis fixed throughout the life of the class.

.34.

CATEGORIES OF CLASSES

DEFINITION

Floating Rate

Inverse Floating Ratle

Yariable Rate

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 wifli an interest rate that resets periodically and is caleulated by reference to
the rate or rates of interest applicable to specified assets or instruments (e.g., the

I.oan Rates borne by the underlying loans).
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Interest Only A class that receives some or all of the interest payments made on the underlying
Trust Pund 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
sinee 1t is extremely small compared to other classes. A notional amount is the
amaunt 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.

Principal Only A class that does not bear interest and is entitled to receive only distributions in
respect of principal.
Partial Accrual A class that accretes a portion of the amount of acerued 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 distnbuted
currently as interest on that class. This accretion may contirue until a specified event
has occurred or until the Partial Accrual class is retired.

Acerual A dlass that aceretes the amount of acerued interest otherwise distributable on that
class, which amomnt 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 specifyr some other basis for determining LIBOR, but if it does not, on the LIBOR determination date
(as definedin 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 caloulation agent will determine LIBOR
in accordance with one of the two methods described below (which method will be specified in the related prospectus supplement):

35

LIBO Method

If using this method to calculate LIBOR, the caleulation agent will detenmine LIBOR by referenoce to the quotations, as set forth onthe Reuters
Sereen LIBO Page, offered by the principal London office of each of four reference barks meeting the criteria set forthin this prospectus for making one-
month United States dollar deposits to prime bauks in the London interbank inatket, as of approximately 11:00 a.m. (London time} on the LIBOR
determination date. In lieu of relying on the quotations for those reference bariks that appear at the time on the Reuters Screen LIBO Page, the calculation
agent will request each of the reference barks 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 ont any LIBOR determination date two or more reference banks provide offered quotations, LIBOR for the next interest acenial period
shall be the arithmetic mean of the offered quotations (rounded if necessary to the nearest one hundred-thousandth of a percentage point).

L) If on any LIBOR determination date only one or none of the referernce banks provides offered quotations, LIBOR for the next inferest
accrual period shall be the reserve interest rate.

The reserve interest rate shall be the rate per annum which the caleulation 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 selecled
by the calculation agent are quoting, at approximately 11.00 am. New York City time on the retevant 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.

BBA Method

If using this method of determining LIBOR, the caloulation 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 doltars as found on Telerate page 3750 as of 11:00 a.m. London time on each LIBOR
deterntination date. Interest Seftlement 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 foun remaining rates, carrying the result (expressed as a percentage)
out to six decimal places, and rounding to five decimal places.

If on any LIBOR determination date, the caloulation agent is unable to calculate LIBOR in accordance with the method set forth in the
immediately preceding paragraph, LIBOR for the next interest acerual period shall be caleulated in accordance with the LIBOR method described under

“LIBO Method.”

The establighment of LIBOR on each LIBOR determination date by the calculation agent and its caleulation 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.

COFI

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 Distiict”). 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 amonnt 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 nuraber 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 ("FHLBSE”) to neutralize the effect of events such as member
institutions leaving the Eleventh District or acquiring institutions ontside 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 mernber
institutions are: savings deposits, time deposits, FHLBSF advances, repurchase agreements and all other borrowings. Becanse the component funds
represent a variety of matwities whose costs may react in different ways to changing conditions, the Eleventh District Cost of Funds Index does not
necessarily reflect current market rates.

-36-

A number of factors affect the performance of the Eleventh District Cost of Funds Index, which may caunse it to move m a manner different from
indices tied fo 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 varions times nnder 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 finds 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 af all
titnes, since as longer term deposits or borrowings mature and are renewed at prevailing market inferest rates, the Eleventh District Cost of Punds Index is
influenced by the differential between the prior and the new rates on those deposits o borrowings. In addition, movements of the Eleventh District Cast of
Funds Index, as compared to other indices tied to specific interest rates, may be affected by changes instifuted by the FHLBSF in the method used to
caloulate the Eleventh District Cost of Funds Index.

The FHLBSE 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 Califomia Street, San Francisco,
California 94120, or by calling (415) 616-1000. The Eleventh District Cost of Funds Index may alsobe obtained by calling the FHLBSF at (415) 616-
2600,

The FHLBSE has stated in its Information Bulletin that the Eleventh District Cost of Funds Index for a manth “will be announced on or near the
last working day™ of the following month and also has stated that it “cannot guarantee the anmouncement” 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 uf a series as to
which the applicable interest rate is determined by reference to an index denominated as COFI {cach, a dlass 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 praspectus supplement may specify some other basis for determining COFI, but if it does 1o, then if on the tenth day of the month
in which any interest accrual period commences for a class of COFI certificates the mast recently published Eleventh District Cost of Funds Index relates
to a month before the third preceding month, the index for the current inferest accrual peried 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 Manthly Median Cost of Funds Ratio to SAIF- Insured Institutions (the
“National Cost of Funds Index”) published by the Office of Thiift Supervision (the “OTS”) for the third preceding month (or the fousth preceding month if
the National Cost of Funds Index for the third preceding month has not been published on the tenth day of an inferest accrual periad). Information on the
National Cost of Finds Index thay be obtained by writing the OTS at 1700 G Street, N.W., Washington, D.C. 20552 or calling (202) 906-6677, and the
surrent 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 mast recently published National Cost of Funds Index relates to a month before the fouth preceding month, the applicable index for the
interest acerual petiod and each succeeding interest acorual period will be based on LIBOR, as determined by the calculation agent 1n accordance with the

RFIN_EX 18_00000321

0358



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 COF1 by the calculation agent and its caleulation of the rates of interest for the applicable classes for the related interest
acerual period shall Gn the absence of manifest error) be final and binding.

37-

Treasury Index

The applicable prospectus supplement may specify some other basis for determining and defining the Treasury index, butif it does not, onthe
Treasury index determiration 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 caleulation agent will ascertain the Treasury index for Treasury securitics 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
dwring the specified period (and for any date means the yield for the date), expressed as a per anmumn percentage rate, on U.S, Treasury secwities adjusted
to the “constant maturity” specified in the prospectus supplement or ifno “canstant matwity” is so specified, U.S. Treasury securities tracing 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) 1s published on Monday or Tuesday of cach 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 U.S. 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 martket yields are calculated from composites of quotations reported by five leading U.S. Government securities dealers to the Federal Reserve
Rank of New Yoik. This method provides a yield for a given maturity even if no secutity 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 methodalogy will be designated in accordance with the Agreement
relating to the particular series of securities. The Caleulation Agent’s determination of the Treasury Index, and its calculation of the rates of interest for the
applicable classes for the related Interest Accrnal Period shall (in the absence of manifest error) be final and binding.

Prime Rate

The applicable prospectus supplement may specify the party responsible for determiring the Prime Rate, but if it does not, on the Prime Rate
Deterniination 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 caleulation agent will ascertain the Prime Rate for the related interest
acerual 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 accrual 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 calcnlation agent in ils 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
uporn comparable data and methodology will be designated in accordance with the Agreement relating to the particular series of secuities. The caleulation
agent’s determination of the Prime Rate and its calculation of the rates of interest for the related interest acorual period shall (in the absence of manifest

error) be final and binding.
Book-entry Registration of Secarities

As described in the related prospectus supplement, if not issued in fully registered form, each class of secunties 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 Clearstreain, Luxembourg or Euroclear (in Europe) if they are participants of those systems, or indirestly
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 nare of Cede & Co., the nominee of DTC. Clearstrearn, Luxembourg
and Buroclear will hold omnibus positions on behalf of their participants through customers” seowrities aceounts in Clearstream, Liuxembourg’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, Luscembourg 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 “peneficial owner”) will be entitled to veceive a physical certificate representing the seowity (a
“Definitive Security™). Unless and until Definitive Securities are issued, it is anticipated that the only “securityholders™ of the secuities will be Cede &
Co., as nominee of DTC. Secuily Owners are only penmitted to exercise their rights indirectly througli 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 book-entry seourity will be Tecorded on the records of the brokerage finim, 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 tuwn, 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 Finaneial Intermediary is not a DTC participant, and
on the records of Clearstreamn, 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 securiiles are outstanding (except under the circumstances described below), under the niles, regulations and procedures creating
and affecting DTC and its operations (the “Rules™), DT C must make book-entry transfers among participants on whose behalf it acts with respeot 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 accourts 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 and 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 fo transfer securities, by book-entry transfer, through DTC
for the account of the purchasers of the securities, which acconnt is maintained with their respective participants, Under the Rules and in accordance with
DTC’s normal procedures, transfers of ownership of securities will be excouted 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 o1 credits, as the case may be, on their records on behalf of
the selling and purchasing Secunty Owners.

Recause of ime zone differences, credits of securities received in Clearstream, Luxembourg or Ewroclear as a result of a transaction with a
participant will be made during subsequent securities settlement processing and dated the business day following the DTC settlement date. Those credits or
any transactions in those secinities will be reported to the relevant Euroclear or Clearstream, Luxembourg participants on the business day following the
DTC settlemment date. Cash received in Clearstream, Luxembourg or Euroclear as a result of sales of securities by or through a Clearstream, Luxemboutg
participant or Euroclear participant to a DTC 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 setflement 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.8. Federal Income Tax Documentation Requirements” in Annex attached to this prospectus.

Transfers between participants will oconr in accordance with DTC rules. Transfers between Clearstream, Luxembourg participarts 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 indireetly throngh DTC, on the one hand, and direcly or indirectly throngh
Clearstream, Luxembourg participants or Euroclear participants, on the other, will be effected in DTC in accordance with DT Crules onbehalf of the
relevant European international clearing system by the Relevant Depositary. However, these cross-market transactions will requite delivery of instructions
to the relevant European international olearing system by the counterparty in that system in accordance with its rules and procedures and withisn its
established deadlines (Buropean 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 notmal procedures for same day funds settlement applicatle to DTC. Clearstream, Luxembourg
participanits and Euroclear participants may not deliver instructions directly to the European Depositories.

DTC, which is a New York-chartered limited purpose trust compaty, performs services for its participants, some of which {or their
representatives) own DTC. Inaccordance with its normal procedures, DTC is expected to record the positions held by each DTC participant in the book-
entry securities, whether held for ils own account or as a nominee for another person. In general, beneficial avenership of book-entry securities will be
subject to the rules, regulations and procedures goverrung DTC and DTC participants as in effect from time to time.

Clearstream Banking, societe anonyme, 67 Bd Grande-Duchesse Charlotte, L-2967 Luxembowrg (“Clearstreamn, Luxembowrg™), was
incorporated in 1970 as “Cedel S.A,” a company. with linited liability under Luxembourg law (a societe anonyme). Cedel S.A. Subscquently changed its
name to Cedelbank. On January 10, 2000, Cedelbank’s parent company, Cedel Intermational, societe anonyme merged its clearing, setilement and custody
business with that of Deutschie Borse Clearing AG. The merger invotved the transfer by Cedel International of substantiaily all of its assets and liabilities
to anew Luxembourg company, New Cedel [nternational, societe anonyme, which is 50% owned by Cedel International and 50% owned by Deutsche
Borse Clearing AG’s parent company Deutsche Borse AG. The shareholders of these two entities are banks, securities dealers and financial institutions.
Cedel International currently has 92 sharcholders, 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 Cedsl 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 “Cleagstream.”™ With effect from January 14, 2000 New Cedel International has been renamed
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“Clearstream International, societe anonyime.” On January 18, 2000, Cedelbank was renamed “Cleasstream Banking, societe anonyme,” and Cedel Global
Services was renamed “Clearstream Services, societe anonyme.”

On JTanuary 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 “Clearstream Banking,” the entity previously named “Cedelbank” and the
entity previously named “Deutsche Borse Clearing AG.”

(learstreamn, Luxembourg holds securities for its customers and facilitates the clearance and settlement of securities transactions between
Clearstreamn, Luxembourg participants through electronic book-entry changes in acconnts of Clearstreain, Luxembourg participants, thereby elininating
the need for physical movement of securities. Transactions may be settled in Clearstreain, 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
intemationally traded secnrities and securities lending and borrowing. Clearstieam, Luxembourg also deals with domestic securitics markets in over 30
countries through established depository and custodial relationships. Clearstream, Inxemboug is registered as a bank in Luxembourg, and as such is
subject to regulation by the Conumission 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.
Clearsfream, Luxembowg’s U.S. paticipants are limited to securities brokers and dealers and banks. Currently, Clearstream, Luxembowg has
approximately 2,000 customers located in over 80 countries, including all major European countyies, Canada and the United States. Indirect access to
Clearstream, Luxembog is also available to other institutions that clear through or maintain a custodial relationship with an account hotder of
Clearstream, Luxembourg. Clearstream, Luxembourg has established an electronic bridge with Morgan Guaranty Trust Company of New York as the
operator of the Euroctear System (“MGT/EOC™) in Brussels to facilitate settlerment of trades between Clearstream, Luxemboutg and MGT/EQC.

-40-

Euroclear was created in 1968 to hotd securities for its participants and to clear and settle transactions between Euroclear participants throngh
simultaneous electronic book-entry delivery against paymert, 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 doliars. Euroclear includes
various other services, including securities lending and borrowing and deals with domestic securities markets in several countries generally similar to the
arrangements for ctoss-market transfers with DTC described above. Euroclear is operated by MGT/EOC under contract with Euroclear Clearance Systems
5.C., a Belgian cooperative corporation, All operations are sonducted by MGT/EOC, and all Euroclear securities clearance accounts and Euroclear cash
accounts are accounts with the Buroclear Operator, not Euroclear Clearance Systems, 8.C. Euroclear Clearance Systems 8.C. establishes policy for
Euroclear on behalf of Eurcclear participants. Euroclear Participants include barks (inclnding 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/EQC is the Belgian branch of a New York banking corporation which is a member bank of the Federal Reserve System. As such, 1t is
tegulated and examined by the Board of Governars 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
govem transfers of sectuities and cash within Eroclear, withdrawals of securities and cash from Euroclear, and receipts of payments with respect to
securities in Euroclear. All securities in Euroclear ate held on a fungible basis without attribution of specific certificates fo specific securities clearance
accounts. MGT/EQC sets urder the 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 respeet to securities held through Clearstream,
Luxembourg or Euroclear will be credited to the cash accounts of Clearstream, Luxembourg participants or Eunroclear participants in accordance with the
televant 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, Setilement and Tax
Documentation Procedures — Certain U.S. Federal Income Tax Documentation Requirements” in Annex | attached to this prospectus. Becanse DTC can
orlly act on behalf of Financial Intermediaries, the ability of a Security Owner to pledge book-entry securities 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 lquidity of those secuities in the secondary market since certain potential investors may be unwilling to
purcliase 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
Secinjty Owners upon tequest, in accordance with the Rules, and to the Financial Inteymediaries to whase DTC accounts the book-entry securifies of those

Secunty Owners are credited.

DTChas 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 Intennediaries to whose
DTC accounts the book-entry seourities ave credited, to the extent that the actions ate taken on behalf of Financial Intermediaries whose holdings include
the book-entry securities. Clearstream, Luxembourg or MGT/EOG, as the case may be, will take any other action permitted to be taken by a secanityholder
under the Agreement on behalf of a Clearsiream, 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 ont its behalf through DTC. DTC 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.

41-

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 depasitor or the trustee is unable to locate a qualified successor;

» the depositor, atits sole option, elects to terminate the book-entry system through DTC; or

» after the ocourrence of an event of default under the applicable Agreement, beneficial owners of securities representing not less than 51% of
the aggregate percentage inferests evidenced by cach class of seourities of the related series issued as book-entry securities advise the trustee
and the DTC through the financial intermediaries in witing that the continuation of a book-entry system through DTC, or 2 snccessor 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 ocawrrence 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
tepresenting 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 Secutities as securityholders under the applicable Agreement.

Although DTC, Clearstrean, 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 confinue to perform those procedures and
those procedures may be discontimied at any time.

The foregoing information with respect to DTC, Clearstreaw, Luxembourg and Euroclear has been provided for informational purposes only and
is not a representation, warranty or contract modification of any kind by DTC, Clearstream, Luxembourg o Buroclear.

None of the master servicer, the depositar or the trstee 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 tecords relating to the beneficial ownership inferests.

CREDIT ENHANCEMENT
General

Credit enhancernent may be provided with respect to one or more classes of a series of secuities or with respeot 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 eross-collateralization
feature, use of a rortgage poal insnrance policy, FHA Insurance, VA Guarantee, bankruptey bond, special hazard insurance policy, surety bond, letter of
eredit, guaranteed investment contract, overcotlateralization, 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 “— Inswance 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, eredit enhancement will not provide protection against all risks of loss and will not guarantee repayment of the entive principal balance of the
securities and interest thereon. If losses ocour 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.

.42

Subordination
If so specified in the related prospectus supplement, protestion afforded to holders of one or more classes of seourities of a series by means of the

subordination featiwe 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 prineipal, 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 Serior Securities of a series by: (i) reducing the ownership interest (if applicable) of the related subordinated secwities; (i) a
combination of the immediately preceding sentence and clause (i) above; or (iif) as otherwise deseribed 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 defanlted loans may be borne fisst by
the various classes of subordinated securities and thereafter by the various classes of Senior Securities, in cach case ynder the circumstances and subject to
the limitations specified in the prospectus supplement. The aggregate distributions in respeet of delinquent payments on the loans over the lives of the
securities or at any time, the aggregate losses in respect of defanlted loans which nmist be borme by the Subordinated Secutities by virfue of subordination
and the amount of the distribitions otherwise distributable to the Subordinated Securityholders that will be distributable to Senior Securityholders onany
distribution date may be limited as specified in the related prospectus supplement. If aggregate distibutions 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, Tolders of Senior Secwities would
experience losses on the securities.

In addition to or in lieu of the foregoing, ifso specifiedin the related prospectus supplement, all or any portion of distributions otherwise payable
to holders of Subordinated Securities onany distribution date may instead be deposited into one or more teserve funds established with the trustee or
distributed to holders of Senior Securities. Those deposits may be made on sach 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.

If specified in the related prospectus supplement, various classes of Senior Securities and Subordinated Securities may themselves be subordinate
in their Tight to receive certain distributions to other classes of Semior 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 (1)
in the order of their scheduled final distribution dates, (i) in accordance with a schedule or formula, {iii) in relation to the occurrence of events, o1 iv)
otherwise, in each case as specified in the related prospectus supplement. As between classes of Subordinated Securities, payments to holders of Senior
Securities on account of delinquencies ar losses and payments to any reserve fund will be allocated as specified in the refated 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 specifiedin 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
dallar amount, net of unreitnbursed 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 mare classes of securities (the “L/C Percentage”). 1f so specified in the related prospectus
supplement, the letter of credit may permit drawings in the event of losses nol covered by insurance policies or other credit suppart, such as losses arising
from damage not covered by standard hazard insurance policies, losses resulting from the bankruptey of a borrower and the application of certain
provisions of the federal Bankruptey Code, or losses Tesulting from denial of insurarnce coverage dus to misrepresentations in connection with the
crigination of a loan. The amourt 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 expixe at the earlier of the date specified in the related
prospectus supplement or the termination of the trust find. 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-X to be filed after the

issuance of the securities of the related series.
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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 mare insurance companies or sureties. Those instruments may
cover, with respect to one or more classes of securities of the refated series, timely distributions of interest and/or full distbutions of principal on the
basis of a schedule of principal distributions set forth in or detenmined in the manner specified in the related prospectos supplernent. In addition, if
specified in the related prospectus supplement, a trast find may also include bankruptey bonds, special hazard insurance policies, other insurance or
guaranties (including guaranteed investment contracts) for the putpose of (i) maintaining timely payments or providing additional protection against losses
on the assets included in the trust fund, Gi) paying administrative expenses or (1ii) 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 agreemerts under which securityholders are enfitted to
receive amounts deposited in various accourts held by the trustee upon the tenms specified in the prospectus supplement. A copy of any related instrurment
for a series will be filed with the SEC as an exhibit to a Current Report on Foun 8-K to be filed with the SEC after the issuance of the securities of the
related series.

Over-collateralization
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If s0 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 ofa cerfain class or classes of secnrities 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 specificd in the related prospectus supplement, credit support with respect to a series of seourities will be provided by the establishment and
maintenance with the trustee for the series of securities, in trust, of one or more Teserve 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, mstruments evidencing ownership of
principal or interest payrments thereon, letters of credit, demand notes, certificates of deposit or a combination thereof in the aggregate amount specified in
the related prospectus supplement, (i) by the deposit from time to time of certain amounts, as specified in the related prospectus supplement to which the
Subordinate Securityholders, if any, would otherwise be entitled or (fi) 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;

-44-

(i) general obligations of or obligations guarantesd 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 hexein) rating the related series of securities;

(iti) commercial or finance company paper which is then receiving the highest commercial o 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 ot of any state thereof and subject fo supervision and examination by federal and/or state barking
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;

) demmand or time deposits or certificates of deposit issued by any bank or trust company or savings instifution fo the extent that the deposits are
fully insuzed by the FDIC and receiving the highest short-term debt rating of each Rating Agency;

(vi) graranteed reinvestruent 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 issnance 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 cbligations with respect to any security deseribed in clauses (1) and (ii) above, in either case entered into with a depository
institution or trust company (acting as principal) described in clanse (iv) above;

(viii) securities (other than stripped bonds, stripped coupons or instruments sold at a pirchase price in excess of 115% of the face amount thereof)
Deating 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
lias not rated the portfolio, the highest rating assigned by Moody’s) and restricted to obligations issued or guaranteed by the United States of
Amerioa 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

() 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 secwrities by either Rating Agency, as evidenced by a signed writing delivered by each Rating
Agency .
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Ifa letter of credit is deposited with the trustee, that letter of credit will be irrevocable and will narne the trustee, in its capacity as trustee for the
holders of the securities, as beneficiary and will be issued by an entity acceplable to each Rating Agency that rates the secwities 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 instraments 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.

-45-

Pool Insurance Policies

If specified in the related prospectus supplement, 2 scparate pool insurance policy (“Pool Insurance Policy™) will be obtained for the pool and
issued by the insurer (the “Poo} Insurer”) named in the prospectus supplement. Eacl Pool Insurance Policy will, subject to the limitations desctibed 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 onthe ent-off date which are not covered as to their entire outstanding principal balances by Primary Maontgage Insurance
Policies. As mote 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 desoribed 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 fosses 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, butifit does
not, the Pool Insurance Policy will provide thatno claims may be validly presented unless (i) any required Primary Mortgage Insurance Policy is in effect
for the defaulted loan and a claim thereunder has been submitted and settled: (i) 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 exeept certain permitted encumbrances. Upon satisfaction of these conditions, the Pool Insurer
will have the option either (2) 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, o1 (b) to
pay the amount by which the sum of the principal balance of the defaulted loan plus acerued and unpaid interest at the Loan Rate to the date of paymment 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 secuting 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 Propertytoa
cordition sufficient to permitrecovery under the Pool Insurance Policy, the master servicer will not be required to expend its own funds to restors the
damaged Property unless it determines that () the restoration will increase the proceeds to securityholders on liquidation of the loan after reymbursement
of the master servicet for its expenses and (i1) 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 Paol Insurance Policy cavering losses resulting from defaults, but ifit does not, the Pool
Insurance Policy will not insure (and many Primary Mortgage Instrance Policies do not insure) against loss sustained by reason of a default atising 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 aftributable 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 ogeurrng when the
servicer of the loan, at the time of default or thereafter, was not approved by the 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,
butifit 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 amnount 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 fiom the coverage of the Pool Insurance Policy, but if it does not, the amount of
claims paid will include certain expenses incurted by the master servicer as well as acerued irderest 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 securityholdess,
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Special Hazard Insurance Policies

If specified in the related prospestus supplement, a separate special hazard insuranee 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 morfgaged
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 inder 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
cliemical 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 prospestus 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 batance of the mortgage loan at the time of acquisition of the
Property by foreclosure or deed in lieu of foreclosure, plus acerued interest to the date of claim settlement and certain expenses incurred by the
master servicer with tegpect to the Property.

If the unpaid principal balance of a mortgage loan, plus acerued interest and expenses, is paid by the special hazard insurer, the amount of further
coverage under the related special hazard insnrance policy will be redueed by that amount less any net proceeds from the sale of the Properly. In addition,
any amount paid to repair or replace the Property will further reduce spesial hazard coverage by that amount,

No special hazard policy will insure against damage that is covered by a Thazard insurance policy or flood insurance policy, if any, maintained by
the mortgagor or the master servicer.

. $o 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, bul 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 itrevocable letter of credit, or any other instrument
aceeptable to each rating agency rating the seourities of the related series at the request of the depositor in a special trust account to provide protection in
lien ofor in addition to that pravided by a special hazatd 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 Jong as the reduction will not result in a downgrading of the rating of the secuities by a
rating agency rafing securities at the request of the depositor.

Bankruptcy Bonds

If specified in the related prospectus supplement, a bankruptey bond to cover losses resulting from proceedings under the federal Bankniptey
Code with tespect to 2 mortgage loan will be issued by an insurer named in the prospectus supplement. Each bankruptey bond will cover, to the extent
specified in the related prospectus supplement, certain losses resulting ffom a rechction by a banknuptey 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 bankruptey petition. The required amount of coverage under each bankruptey bond will be set forth in
the related prospectus supplement. Coverage under a bankruptey bond may be canceled or reduced by the master servicer if the cancellation or redustion
would not adversely affect the then current rating or ratings of the related secutities. 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 eredit or any other instruntent
acceptable to each nationally recogriized rating agency rating the certificates of the related sexies at the request of the depositor in a special trust account to
provide protection in lisu of orin addition to that provided by a bankiuptey bond. The amount of any bankruptey bond or of the deposit to the special trust
account relating to the certificates may be reduced so Jong as the reduction will not vesult 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 find may be evidenced
by separate classes of the related series of secuuities. 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 fand. The related prospectus supplemnent for a
series that inicludes a cross support feature will describe the manner and conditions 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 instaiments that
ate 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

o 1o provide protection against interest rate changes, certain type of losses, ineluding 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.
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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 matuzily of the loans in a given poot will vary
depending upon the type of loans inchuded 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 specity 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 canmot 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
Joans and liome improvemertt 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 filly 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 fand
may be affected by a wide variety of factors, including general economic conditions, prevailing interest rate Jevels, the availability of alternative fimancing,
homeowner mobility and the frequency and amount of any future draws on any revolving credit line loans. Other factors that might be expected to affect
the prepaymert 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 horme 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 highet rate of prepayment than traditional fixed-rate mortgage loans. In addition, any future limitations on the
right of borrowers to deduct interest paymertts on home equity loans for federal income tax purposes may fuuther 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
Aspeets of the Loans — Duc-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 on the loans is actually different than the rate anticipated by the investor at the time the securities
were purchased.

Collections onrevolving 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, chuing 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 (i) make payments as high as the entire outstanding principal balance plus accrued inferest and the fees and charges thereort. 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 FHA, and single farmily loans partially guaranteed by the VA, are assuniable
witl the consent of the FHA and the VA, respectively. Thus, the rate of prepayments on those types of Toans may be lower than that of conventional loans
bearing comparable interest rates. The master servicer generally will enforoe any due-on-sale or due-on-encuumbrance clause, to the extent it has
knowledge of the conveyance or further encumbrarnce or the proposed conveyance or proposed further encumbrance of the Property and reasonably
believes that it is entifled 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 desaription of certain provisions of each Agreernent and cextain legal developraents that may affect the prepayment experience on the loans.

The rate of prepayinents with respect to conventional mortgage loans has fluctuated significartly 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 fhe Loan Rates. Conversely, if prevailing interest rates rise appreciably above the Loan Rates bome 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.

.49~

When a full prepayment is made on a loan, the borrower is charged interest on the principal amount of the Joan so prepaid only for the munber 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 onty to the date of prepayment. Partial prepayments in a given month mmay be applied to the outstanding principal balances of the
{oans 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
securityholdess, but if it does not, neither filll nor partial prepayments will be passed through or paid until the month following receipt.

Even assuntng 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 securityholders could occur. An action to forectose ona
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
counterclaimns are interposed, sometimes requiting several years to corplete. Furthermore, it some states an action to obtain a deficiency judgment is not
permitted following a nonjudicial sale of 2 Property. In the event of a default by a borrower, these restrictions among other things, may impede the ability
of the master servicer to foteclose 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 deduet from related liquidation proceeds all expenses reasonably incurred in atternpting to recover amounts
due ondefaulted loans and not yet repaid, including payrnents 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 1emaining principal
balance as it would in the case of a defalted mortgage loan having a large remaining principal balance, the amount realized after expenses of Hiquidation
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 morigage
loan having a large remaining principal balance.

Applicable state taws generally vegulate untterest rates and other charges, require certain disclosures, and require licensing of certain originators
and servicers of loans. In addition, most have other taws, 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 on the provisions of the applicable
Jaw and the specific facts and cireumstances involved, violations of these laws, policies and principles 1may 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 refimd of amownts 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 caleulated on a loan-by-loan basis, disproportionate
principal prepayments among loans with different Loan Rates will affect the yield onthose securities. Ininost cases, the effective vield 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 acerue on each loan from the first day of the month, the distribution of the irterest will not be made carlier 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 in 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 timme 1o time. There can be no assurance as to the rate of
payment of principal of the Trust Fund Assets at any fime 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 secrities.

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 ate referred to, the provisions or lerms are as specified In the Agreements.

Assignment of thie Trust Fund Assets

Assignment of the Loans. Atthe time of issuance of the securities of a series, the depositor will cause the loans comprising the related trust fund
fo be assigned to the trustee, without recourse, together with all principal and interest received by oron behalf of the depositor on or with respect to the
loans after the cut-oi¥ 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 Agreemnent. This schedule will include information as to the outstending principa] 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 ongination 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 1o the order of the trustee, except that the depositor may deliver or cause to
be detivered a lost note affidavit in lieu of any original morigage 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 from the public recording office, in which case the deposifor will deliver or cause to be delivered a copy of the Mortgage together
with a certificate that the original of the Mortgage was delivered fo the recording office),

« an assignment of the Mortgage in blank, which assignment will be i recordable form in the case of a Morigage assignment, and any other
seourity docurents, including those relating to any seniar 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 ifit does not, the depositor
will promptly cause the assignments of the related foans to be recorded in the appropriate public office for real property records, exceptin those states
designated by the Rating Agencies where recording is not tequired 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 oans.

If so specified in the related prospectus supplement, and in acoordance with the rules of mermbership of Morigage Electronic Registration
Systemns, Inc. or, MERS, assignments of the Mortgages for the mortgage loans in the related trust will be re gistered electronically through Mortgage
Electronic Registration Systems, Inc., or MERS ® System. For any Mortgage held through the MERS ® System, the Morigage is tecorded in the narne of
Mortgage Electronic Registration Systems, Inc., o MERS, as nominee for the owner of the mortgage loan, and subsequent 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
loang, 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.

-S1-

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 frustee or, to the extent the related Agreement so
provides, a lost note affidavit,

« the original secuzity agreement,

« the proprietary Jease or occupancy agreernent,
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the recogmition agreement,

an executed financing agreement and the relevant stock certificate, 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 trustes’s security interest in
each cooperative loan,

The applicable prospectus supplement may provide for the depositor’s delivery obligations in comnection with home improvement contracts, but
ifit 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 eopies of documents and instruments related to each home improvement contract and the security interest m the Property
securing the home improvement confract. In general, it is expected that the home improvement contracts will not be stamped or otherwise tnarked to
reflect their assignment to the trustee. Therefore, if, thwough 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 secwrityholders. 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 selier. If the seller cannot eure the omission or defect within the time period specified in the related prospectus supplement after receipt
of notice, the seller will be obligated to either purchase the related loan from the trust fund at the Pwichase Price or if so specified in the related prospectus
supplement, remove the loan from the trust fund and substitute in its place one or mote other loans that meets certain requirements set forth in the related
prospeciis 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 wartanties 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 obligationto 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 adverscly affcets the interests of the securityholders in
a loary, the master servicer will be obligated either to cure the breach in all material respects or to purchase (at the Purchase Price) or if 50 specified in the
related prospeotus supplement, replace the loan. The applicable prospectus supplement may provide other remedies, butifit does not, this obligation to
cure, purchase or substifute constitutes the sole remedy available to the securityholders or the trustee for a breach of representation by the master servicer.

Assignment of Agency 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 sach agency security the original principal amount and outstanding principal balance as of
the cut-off date, the annual pass-through rate and the matusity date.

Assignment of Private Mortgage-Backed Securities. The depositor will cause the private mortgage-backed securities to e registered in the name
of the trustee. The trustee or the custodian will Lave possession of any cextificated privale 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 seourity. 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 secimities 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 containec in the subsequent
transfer agreement to be entered into by the depositor, the seller and the trustee and in the related Agreetnent,

RFJN_EX 18_00000333

0370



the seller will not select the Subsequent Loans in a manner that it believes is adverse to the interests of the securityholders;

o a5 of the related cut-off date, all of the Joans in the loan poot at that time, including the Subsequent Loans purchased after the closing date, will
satisfy the eriteria 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 docurnentation 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 Lloan.

The Subsequent loans, ontan aggregate basis, will have characteristics similar to the characteristics of the initial pool of loans as desetibed in the
related prospectus supplement. Each acquisition of any Subsequent Loans will be subject to the review by any third pamty provider of credit enhancement,
if applicable, the rating agencies and the seller’s accountants of the aggregate statistical characteristics of the related loan poal 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
Joan will be made if the purchase or substitution would resultin 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 telated trust fund a separate account
or accownts 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 prineipal 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 sexies of secutities, (i) 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 Lnits established by the FDIC), and the uninsuted 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
institation with which the Security Account is maintained, or (iv) an account or ageounts otherwise acceptable to each Rating Agency. The collateral
eligible to secure amounts in the Security Account is limited to Permitted Investmerts, A Security Account may be maintained as an intevest bearing
accourt o 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 inferest or other income earned on funds
irt the Secrity Account as additional compensation and will be obligated to deposit in the Security Account the amount of any loss irumediately as
realized. The Security Account may be maintained with the 1master servicer or with a depository institution that is an affiliate of the master servicet,
provided it meets the standards set forth above.

The master servicer will deposit or cause to be deposited in the Seourity 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 aceount of principal, including Principal Prepayments and, if specified in the related prospectus supplernent, any applicable
prepayment penalties, on the loans,

« all payments on account of inferest on the loans, net of applicable servicing compensation;

« all proceeds (net of unreimbursed payments of property taxes, insurance premiums and similar items (“Insured Expenses”) incurred, and
unreimbursed advances made, by the master servicer, if any) of the hazad insurance policies and any Primary Mortgage Insirance Policies, to
the extent those procceds 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 incuired in
connection with liquidation or foreclosure (“Liguidation Expenses™) and unreimbursed advances made, by the master servicer, if any) received
and retained in conmection 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 ont behalf of the securityholders by foreclosure or deed in liew 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 depasited by the master servicer in connection with Josses realized on investments for the benefit of the master
servicer of finds 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

o all other amounts required to be deposited in the Seourity Account pursuant to the Agreement.

The master servicer (or the depositor, as applicable) may from time to time direct the institution that maintaing 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 irt the amounts in the Security Account
credited thereto;

L]

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 Insutance Proceeds or Liquidation Proceeds with respect
thereto) with respect to which the advance was made;

*

»

to reimburse the master servicer for any advarnces previously made which the master servicer has determined to bz nonrecoverable;

to reimburse the master servicer from Insurance Proceeds for expenses incurred by the master servicer and covered by the telated insurance
policies;

*

to reimburse the master servicer for unpaid master servicing fees and unreimbursed out-of-pocket costs and expenses incutred by the master
servicer in the performance of its servicing obligations, this right of reimbursement being limited to amounts received representing late
recoveiies of the payments for which the advances were made;

fo pay to the master servicer, with respect to eachloan or Property acquired in respect thereof that has been purchased by the master servicer
pursuant to the Agreement, all amounts received therson and not taken into account in determining the principal balance of the repurchased
foan;

to reimburse the master servicer or the depositor for expenses incurred and reimbursable pursuant to the Agreemerit;

to withdraw any amount deposited in the Security Account and not required to be deposited therein;, and
« 10 clear and terminate the Security Account upon termination of the Agreement.

In addition, the Agreement will generaily 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 depositin an accoxnt mairtained by the
trustee for the related series of securities.

Pre-Funding Account

If s0 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
supplemert (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

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 Petiod (the “Subsequent Loans™). Manies on deposit in the Pre-Funding Account will not be available to cover losses onor in respect
of the related loans. The Pre-Funded Amount will not exceed 50% of the initial aggregate prineipal 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 during the Funding
Period. The Punding Period, ifany, 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-Finding 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 “Pennitted Investments.” Earnings oninvestment of fundsin the Pre-
Funding Account will be deposited into the related Seowrity Account or such other trust account as is specified in the related prospectus supplement and
losses will be charged against the fimds on deposit in the Pre-Funding Account. Any amounts remaining in the Pre- Funding Account at the end of the
Funding Period will be distribited to the related seawityholders in the manner and prionity specified in the related prospectus supplement, as a prepayment
of principal of the related securities. Prior to or concuirently with each distribution on a distbution date within the Funding Period, the master servicer or
the trustee witl furnish fo each securityholder of record of the related series of securities a staternent setting forth the amounts of the Pre-Funding Amount
deployed by the trustee to purchase Subsequent Loans duting 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 Secwitybolders.” 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 retated prospectus supplement, on the related closing date the depositor will depositin an account (the
“Capitalized Interest Account™ cash in such amount as is necessary to covet shortfalls in interest on the related series of secunities that ray arise as a
result of utilization of the Pre-Funding Account as described above. The Capitalized Intetest Account shall be maintained with the trustee for the related
series of secities and is designed solely to cover the above-mentioned interest shortfalls. Monies on deposit in the Capitalized Interest Acconnt will not
be available to cover losses on orin 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 shortfatls in interest on the related series of securities by the end of the Funding Petiod, any amounts remaining in the Capitalized
Interest Account will be paid to the depositor.

Sub-sexvicing 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 tenms inconsistent with the related Agreement. While each sub-servicing agreement will be a contraet solety 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 servicer for the series of
sectirities is no longer the master servicer 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 atrangement, 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 ane or more sub-servicers, will make reasonable efforts to colleot 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), bankruptey bond or alternative arrangements, follow those collection procedures as are customary with respect to loans that are cornparable to the
Joans. Consistent with the above, the master servicer may, in its discretion, waive any assumption fee, late payment or other charge in connection with a
Joan 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, bankruptey bond or alternative arrangements, if applicable, arrange with a borrowet a schedule for the liquidation of delinquencies running for
no more than 125 days after the applicable due date for each payment.

-56-

In any case in which Property sevuring 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 onty if the exereise of those rights is permitted by applicable law and will not impair or threaten to impair
any recovery nnder any Primary Mortgage Insurance Policy. If these conditions are not met or if the master servicer reasonably believes it is unable under
applicable law to enforce the due-on-sale clause or if the loan is & mortgage loan insured by the FHA or partially guaranteed by the VA, the master
servicer will enter irto or canse 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 [oan and, to the extent permitted by applicable law, the mortgagor remains
Hable thereon. Any fee collected by or on behalf of the master servicer for entering into an assumption agreement will be retained by or on behalf of the
master servicer as additional servicing compensation. See “Legal Aspects of the Loans — Due-on- Sale Clauses.” In connection with the assamption 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 usuatly 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 Hmit the trust fund’s ability to sell and realize the value of those shares,
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In general & “tenant-stockholder” (as defined in Code Section 216(1)(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 acorued within his taxable year to the corporation representing
~ his proportionate share of certain interest expenses and certain real estate taxes altowable 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 int which those iterns 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 definedin Code Section 216(b)(2)). By virtue of this requirement, the status of a corporation for purposes of Code Section
216(b)(1) must be detenmined on a year-to-year basis. Consequently, there can be no assurance that cooperatives relating to the cooperative Joans will
qualify under that Section for any particular year. In the event that a caoperative fails to qualify for one or more years, the value of the collateral securing
any related cooperative Joans 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)(1), 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 rmaintain 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 maximnn insurable vahie of the mprovements securing the loan or

v the greater of

(1) the outstanding principal balance of the loan, and

(2) anamount such that the proceeds of the policy shall be sufficient to prevent the mortgagor and/or the mortgagee from becoming a co-
msurer.

All anounts collected by the master sexvicer under any hazard poliey (except for amounts to be applied to the restoration or repair of the Property
or teleased to the mortgagor or obligor in accordance with the master servicer’s normal servicing procedures) will be deposited in the related Security
Account. Tn the event that the mnaster servicer maintains a blanket policy insuring against bazard 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 commnotion, subject to the conditions and exclusions particulatized 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 terrus 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 dornestic
animals, theft and, in certain cases, vandalism and hurricanes. The foregoing list is merely indicative of certain kinds of uninsured risks and is not intended
to be all inelusive. If the Property securing a loan is located in a federally designated special fload area at the time of origination, the master servicer will
tequire the mortgagor or obligor to obtain and maintain flood insurance.

The hazard insurance policies covering properties securing the Joans typicatly contain a clause which in effect requires the insured at all time to
carry instrance of a specified percentage of a specified percentage (generally 80% to 90%) of the full replacement value of the insured Property in order o
recover the full amount of any partial loss, Ifthe 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

o the actual cash value (generally defined as replacement cost at the time and place ofloss, 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 halances owing thereon decrease, and since iraproved real estate generally has appreciated in vatue aver time in the past, the effect of this
tequirement in the event of partial loss may be that hazard insurance proceeds will be insufficient to restore fully the dammaged 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 cooperalive dwelling relating to any
cooperative loan. Generally, the cooperative itselfis responsible for maintenance of hazard insursnce 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 rot maintain adequate coverage or any insurance proceeds are not applied to the
restoration of dammaged 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 suppoit.

1f the Property securing a defaulted loan is damaged and proceeds, if any, from the related hazard insurance policy are insufficient to testore the
damaged Property, the master servicet is not required to expend its own funds to restore the damaged Property unless it determines (i) that restoration will
increase the proceeds o secwityholdess 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 Instwance Proceeds or Liquidation Proceeds.

~58~

If recovery on a defaulted loan under any related Insurance Policy is not available for the reasons set forth in the preceding paragraph, orif 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 defavited Joan. If the proceeds of any liquidation of the Property securing the defanlted
Joan ate less than the principal balance of the telated loan plus interest acorued thereon that is payable to securityholders, 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 which is, after reimbursement to the
master servicer of its expenses, in excess of the prineipal balance of the loan plus interest accrued thereon that is payable to securityholders, the master
servicer will be entifled to withdraw or tetain from the Secwity 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 forwarded to the related borrower, as additional
servicing compensation.

Ifthe master servicer or its designee recovers Insurance Proceeds which, when added to any related Liquidation Proceeds and after deduction of
certain expenses reimbuxsable to the master servicer, exceed the prineipal 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 arnounts repr esenfing 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 fand may realize a loss up to the amount so
charged. Since Insurance Proceeds cannot exceed deficiency claims and certain expenses incusred 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 acerued interest thereon. See “Credit
Enhancement.”

The proceeds from any lHquidation of a loan will be apptied in the following order of priority: first, to reimburse the master servicer for any
wreimbursed 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 acerued and unpaid interest
(to the extent no advance has been made for that amount) on the loan;, and fourth, as a recovery of prineipal of the loan.

Realization upon Defaulted Loans

Primary 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 foree and effect, a Primary Mortgage Insurance Policy with regard to each loan for which this type of coverage is
required. Primary Mortgage Insurance Policies reimbuse certain Losses sustained by reason of defavits in payments by borrowers. The master servicer will
ot 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 wnless the replacement Primary Mortgage Insurance Poliey for the cancelled or nonrenewed policy is
maintained with an insurer whose clainis-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 Housing Act of 1937, as amended. In addition to the Title I Program of the FHA, see “Legal Aspeots of the Loans —
The Tifle | Program,” certain loans will be insured under various FHA 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 tates 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 ~inswred loans relating to a series may have an interest rate or original principal amount exceeding the applicable
FHA limnits at the time of ongination of the loan.
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Loans designated in the related prospectus supplement as guararteed by the VA will be partially guaranteed by the VA under the Servicemarn’s
Readjustment Act of 1944, as amended (2 “VA Guaranty”). The Servicema’s Readjustment Act of 1944, as amended, permits & vetetan (or in certain
. instances the spouse of a veteran) to obtain a mortgage loan guaranty Ly the VA covering mortgage financing of the puichase of a one- to four-family
dwelling unit at interest rates permitted by the VA. The program has no mortgage loan imits, tecuires no down payment from the purchaser and perrnits
the guaranty of mortgage loans of up to 30 years” duration. However, 1o 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
upor the original principal amouut of the mortgage loan, as further deseribed 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 cirourmstances) of the outstanding
principal balance of each loan, and this compensation will be retained by it from collections of interest on the loanin the related trust fund (the “Master
Servicing Fee). As compensation for its servicing duties, a sub-servicer or, if there is o sub-servicer, the master servicer will be entifled 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 Secwity Account.

The miaster 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 ot other amount payable in respect of any credit
enhancement atrangements, payment of the fees and disbursernents of the trustee, any custodian appointed by the trustee, the certificate registrar and any
paying agent, and payment of expenses inourred in enforcing the obligations of sub-servicers and sellers. The master servicer will be entitled to
reimbursernent of expenses incurred in enforcing the obligations of sub-servicers and sellers under certain limited cirounstances. In addition, the master
servicer will be entitled to reimbursement for certain expenses incurted by itin connection with any defaulted mortgage loan as to whieh it has
determined fliat all recoverable liquidation proseeds and insurance proceeds have been received, and in connection with the restoration of mortgaged
properties, the right of reimbursernent being before the rights of certificateholders 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 publie accountants will farnish a statement to
the trustee to the effect that, on the basis of the exarnination by that firm condiwted 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 setvicing agreemerts substantially similar to each other (including the related Agreement)
was conducted in compliance with those agreements except for ary 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 Barkers, it is required to report. Inrendering its
statement the firm may rely, as to matters relating to the direct servicing of loans by sub-servicers, upon sommparable statements for examinations
conducted substantially in compliance with the Uriform 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 fhie master servicer 1o the effect that the master servicer has fulfilled its obligations under the Agreement throughout the preceding year,

60-

Copies of the annual accountants’ statement and the statement of officers of the master servicer may be obtained by securityhalders 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 Sexvicer and the Depositor

The applicable prospectus supplement may provide that another entity will act as the rmaster 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 conldhave a material impact onits ability to service
the mortgage loans under the applicable Agreement. First Horizon maintains its principal office at 4000 Horizon Way, Dallas, Texas 75063, Iis telephone
number is (214) 441-4000.

First Horizon or any ofher entity acting as master servicer under a Pooling and Servieing 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 niay, however, be retmoved 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 setvicer
has assumed the master servicer’s obligations and duties under the Agreement.

Eacli 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 fimd or securityholders for any action taken or for refraining from the taking of any
action in good faith pursuant to the Agreement, or for errors in judgmment; 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 willfiul 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 securifies, other than any loss, liability or expense related to any specific loan
or loans (except for any loss, lability or expense otherwise reimbursable pursuant to the Agreement) and any loss, liability or expense incurred by reason
of willfiul 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 appeay in, prasecute
or defend any legal action which is not incidental to its respective responsibilities under the Agreement and whichiin its opinion may involve it in any
expense ar liability. The master servicer or the depositor may, however, in its discietion undertake any action which it may deem necessary or desirable
with respect fo the Agreement and the rights and duties of the parties thereto and the inferests 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 ar the
depositor, as the case may be, will be enfitled 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 amy person resulting fromn 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 servicer under each
Agreement, provided that

» that personis 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 secuities of
the related series that have been rated.

-61-

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, butifit does not, the Events of Default will consist of

»

any failire by the master servicer to distribute or cause to be distributed to securityholders of any class any tequired payment (other than an
advance) which continues unremedied 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 holdexs of securities of the class evidencing not less than 25% of the
total distributions allocated to the class (“percentage inferests™);

any failure by the master servicer to make an advance as required under the Agreement, unless cured as specifiedin the Agreement,

»

L 4

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 servicer by the trustee or the depositor,
of to the master servicer, the depositor and the trustee by the holders of securities of any class evidencing nol 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 nnder “Credit Enhancement” in this prospectus in the event that payments in respect thereta are insofficient 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 ifit does not, so
long as an Event of Default under an Agreemment remains wremedied, the depositor or the trustee may, and at the direstion of holders of secnrities of any
class evidencing not less than 25% of the aggregate percentage inferests constituting the class and under such other circumstances as may be specifiedin
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the Agreement, the trustee shall terminate all of the rights and obligations of the master servicer under the Agreement relating to the trust fond and in and
to the related Trust Fund Assets, whereupon the trustee will succeed to all of the responsibilities, duties and Habilities of the master servicer under the
Agreement, inchuding, if specified in the retated prospectus supplemertt, the obligation to make advances, and will be entitled to similar corpensation
arrangements. In the event that the trusiee is unwilling or unable so to act, it may appoint, or petition a comt of competent jurisdiction for the appomtment
of, a mortgage loan servicing institution with anet worth of at least $10,000,000 to act as suceessor to the master servicer under the Agreement. Pending
that appointment, the trustee is obligated to act in that capacity. The trustee and any successor (o the ruastey servicer may agree upon the servicing
cornpensation to be paid, which in no event may be greatey fhen the campensation payable to the master servicer undex 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 defautt and unless the holders of securities of any class of the series evideneing 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 pame 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.

62-

Indenture. The applicable prospectus supplement may provide for ofher Events of Default, but if it does not, the Events of Default under each
Indenture will consist of:

« 2 default in the payment of any principal of or interest on any note of the series which continues unremedied for five days after the giving of
written notice of the default is given as specified in the related prospectus supplement;

o failute 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 bankmptey, 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.

Ifan Event of Default with respect to the notes of any series at the time outstanding oceurs and is continuing, either the trustee or the holders ofa
" 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 circnmstances, be rescinded and armulled by the holders of
more than 50% of the percentage interests of the notes of the series.

I£, 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
imay, in its discretion, notwithstanding the acceleration, elect to mmintain possession of the collateral securing the notes of the series and to contirue 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 1ot been a declaration of acceleration, In addition, the
trustee may not sell or otherwise liquidate the collateral securing the notes of a series following an Event of Default, other than a default in the payment of
any principal or interest orn any note of the series for five days or more, unless

o 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 acerued interest, due and unpaid, on the outstanding notes
of the series at the date of the sale or

» the trustee determiries that the collateral would not be sufficient on an ongoing basis to make all payments on the notes as the payments would
have becomne due if the notes had not been declared due and payable, and the trustee obtains the consent of the holders of 66 2/3% of the
percentage interests of the notes of the series.

I the event that the trstee 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 pravides that the trustee will have a prior Hen on the related liquidation proceeds
for unpaid fees and expenses. As a result, upor 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 trustce may not institute a proceeding for the enforcement ofits lien except in connection with a
proceeding for the enforcement of the lien of the Indenture for the benefit of the noteholders after the occurence of such an Event of Default.

-63-
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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 1may be entitled to 1eceive 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 occir and be continuing with
respest 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, uniess the holders offered to the trustee secwrity or indemnity satisfactory to it against the costs, expenses and
liabilities which might be incutred by itin complying with the request or direction. Subjeet 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
time, 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 emount of the notes of the series may, in certain cases,
waive any default with respect thereto, except a default in the paymert of principal or interest or a default in respect of a covenant or provision of the
Indenture that cantot be moditied withont the waiver or consent of all the hdders 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 arended by the
depositor, the master servicer and the trustee, without the consent of any of the securityholders,

(a) 1o cure any ambiguity;

b to cortect 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 matertal respect the inferests 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 stating 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 secuuityholders, to
change the manner in which the Security Account is maintained, provided that any change does not adversely affect the then current xating 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 quatification of the related trust fand as a REMIC or to aveid or minimize the risk of imposition of any
tax on the REMIC, if'a REMIC election is inade with respect to the trust find, orto comply with any other requirements of the Code, if the frostee 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 apphcable.

The applicable prospectus supplement may speeify other amendment provisions, but ifit does not, cach Agreement may also be amended by the
depositor, the master servicer and the trustee with consent of holders of securities of the scries 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 amendmeni may

» reduce in any manner the amount of or delay the timing of, payments received on loans which are tequired to be digtributed onany security
without the consent of the holder of the security, or

o reduce the aforesaid percenlage of securities of any olass the holders of which are required to consent to any such amendment,

i each case without the consent of the holders of all securities of the class covered by the Agreement then outstanding.

64-

Ifa REMIC election is made with respest to a trust find, the trustee will not be entitled {o consent to an amendment to the related Agreement
without having first received an opinion of connsel to the effect that the amendinent will not cause the trust fund to fail to qualify as a REMIC,

Termination; Optional Termination

Pooling and Servicing Agreement; Trust Agreement. The applicable prospectus supplement may provide for the timing by which the Agreement
RFJN_EX 18_00000342

0379



tetninates, 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 securityholders of all amounts held in the Security Account or by the master servicer and required to be paid to
them pursnant to the Agreement following the later of

(i) the final payment of or other liquidation of the Jast of the Trust Fund Assets subject thereto or the disposition of all Property acquized upon
foreclosure of any Trust Fund Assets remaining in the trust find, and

(i) 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 inferest in the REMIC (see “Matexial Federal Income Tax Consequences” below), fiom 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 prospestus supplement, including the holder of the REMIC residual interest, at a price
specifiedin the related prospectus supplement. The exercise of this right will effect early retirernent 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 than the percentage specified in the related prospectas 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 thatifa REMIC election is made with respect to a trust fund, any
repurchase pursuant fo clause (if) above will be made only in cormection with & “qualifiedliquidation” of the REMIC within the meaning of Section
860F(g)(4) of the Code.

Indenture. The Indenture will be discharged with respect to a series of notes (except with respect to certain confinuing rights specifiedin the
Indenture) upon the delivery to the trustee for cancetlation 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 alt of the notes of the sexies.

Inaddition to the discharge with certain limitations, the Indenture will provide that, if so specified with respect to the notes of any series, the
telated trust fand 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 sexies, to replace stolen, lost or mutilated notes of the series, to mainfain
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 throngh the payment ofinterest 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 distribution
date for the notes and any installment ofinterest on the notes in accordanoce 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 anty, on their notes until maturity.

The Trustee

The trustee under each Agreement witl be named in the applicable prospectus supplement. The commmereial 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 cerfain legal matters relating to the loans. Because the legal aspects
are govemned 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 secuity 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, mostgages, seeurity deeds or deeds to secure debt, depending upon the prevailing practice
in the state in which the Property subject to the foan 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, whichlien is generally not prior to the lien for real estate taxes and assessments. Priority
between martgages depends on their tenms and generally on the order of recording with a state or county office. There are two parties lo a morigage, 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 frust is similar to a mortgage, a deed of trust formally has three parties, the
borrower- property owner called the trustor (similar to a morigagor), 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 undetlying debt. By executing a secutity 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 secusity 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 beneficiary.

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 managernent 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 building. The interest of the ocenpant nnder proprietary leases or ocoupancy
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 morfgage ona cooperative may provide
financing in the forn of a mortgage that does not fully amortize with a significant portion of principal being due in one lump sum at finial 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 ofany
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.

~66~

The cooperative is owned by tenant-stockholders who, through ownership of stock, shares or membership certificates in the corporation, receive
proprietary leases or occupansy agreements which confer exclusive rights to ocoupy specific units. Generally, a tenant-stockholder of a cooperative must
make a monthly payment to the cooperative representing the tenant- stockholder’s pro rata share of the cooperative’s payments for its blanket mortgage,
real property taxes, maintenance cxpenses and other capital or ordinary expenses, An ownership interest in a cooperative and accompanying rights is
financed through a caoperative share loan evidenced by a promissory note and secured by a security interest in the ocoupancy agreement o proprietary
lease and in the telated cooperative shares. The lender takes possession of the share certificate and a counterpart of the proprietary lease ar occupancy
agreement, and a financing statement covering the propietary lease or ococupaney 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 default 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 sectuity agreement covering the assignment of the propiietary lease or oeeupancy agreement and the pledge
of cooperative shares.

Foreclosure

Deed of Trust, Foreclosure of a deed of trust is generally accomplished by a non-judicial sele under a specific provision in the deed of trust
which authorizes the frustee 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 foreclosuze 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 defanlt 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. Inaddition, the trustee must provide notice in
some states to any other individual having an interest of record in the Property, inelnding any junior lienholders. In some states (including California), the
borrower- trastor has the right to reinstate the loan at any time following defanlt 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 petiod, cure the default by paying the entire amount in arrears
plus the costs and expenses incured in enforeing the obligation. Certain state laws contol the amount of foreclosure expenses and costs, including
attorriey’s fees, which may be recoverable by a lender. If the deed of trust is not reinstated within any applicatie cure period, a notice of sale nust be
posted in a public place and, in most states (including California), published for a specified period of time in ofie oF MOrE NEWSpAPETs. 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 extite process from recording a notice of default to a non- judicial sale wsually takes four to five months.

Moriguges. Foreclosure of a mortgage is genetally accomplished by judicial action The actionis imfiated by the service of legal pleadings upon
all parties having arinterest in the Property. Delays in completion of the foreclosure may occasionally result from difficulties in locatng necessary
parties. Judicial foreclosure proceedings are often not contested by any of the parties. When the moitgagee’s right to foreclosure is contested, the legal
proceedings necessary to resolve the issue can be time consuming. After the completion of a judicial foreclosuze proceeding, the court generally issues a
judgment of foreclosuse and appoints a referee or otter court officer to conduct the sale of the Property. Insome states, mortgages may also be foreclosed
by advertisement, pursuant to a power of sale provided in the morigage. Foreclosure of a mortgage by advertisement is essentially similar to foreclosure of
a deed of trust by nomjudictal power of sale. Ingeneral, the borrower, or any other person having a junior encumbrance on the real estate, may, during 2
statutorily prescribed reinstatement period, cure a monstary default by paying the entire amount in arrears phis 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 cuzed, 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. Ifthe 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 MOTS NEWSPAPELS. 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 1o third party purchaser bids in excess of the lender’s lien because of the
diffieulty of determining the exact status of title to the Propeity, the possible deterioration of the Property during the foreclosure proceedings and a
requirement that the purchaser pay for the Property in cash or by cashier’s cheek. Thus the foreclosing lender often purchases the Property from the trustee
or referee for an amount equal to the principal amount outstanding under the loan, acerued and unpaid interest and the expenses of foreclosure in which
event the mortgagor’s debt will be extingnished or the lender may purchase for a lesser amount in order to preserve ils 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 renlain in possession
duting the redemption period, the lender will assume the burden of ownership, including obtaining hazard insurance and making the tepairs at its own
expense as ale necessary to render the Property stitable 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 nitimate 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 gnaranty insurance proceeds,

Courts have imposed general equitable principles upon foreclosure, which are generally designed to mitigate the legal consequences to the
borower of the barrower’s defalts under the loan documents. Same conrts 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.
Tor the most part, these cases have npheld 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 fo 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 o to cure of redeem becomes a patt of the indebtedness secured by the junior mortgage or
deed of trust. See “Junior Mortgages and Rights of Serdor Mortgagees” below.

Cooperative Loans. The cooperative shares owned by the tenant-stockholder and pledged to the lender are, in almost all cases, subject to
restrictions on transfer as set forth in the cooperative’s certificate of incorpozation and bylaws, as well as the proprietary lease or accupancy 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’ llens against the cooperative apartment building incurred by the tenant-stockhotder. The proprietary lease or occupaney 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 cbligations of
both parties in the event of a default by the tenant-stockholder on its obligations under the proprietary lease of occupancy agreement. A defalt by the
tenant-stockholder under the proprietary lease or occupancy agreement will usually constitute a defalt under the security agreement between the lender
and the tenant-stockhol der.

“The recognition agreement generally provides that, in the event that the tenant-stockholder has defaulted under the proprietary lease or oceupancy
agreemnent, 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 typicalty provides that if the proprietary lease or occupancy agreement is terminated, the cooperative will recognize the
fender’s lien against proceeds form the sale of the cooperative apartient, 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 carmiof 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 staies, foreclosure on the cooperative shares is accomplished by a sale in accordance with the provisions of Axticle 9 of the Uniform
Commercial Code (the “UCC™) and the security agrecent relating to those shates, Article 9 of the UCC requires that a sale be conducted in a
“commetcially reasonable” manmer. 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, maner, 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 sate and then to satisfy the
indebtedness secured by the lender’s seciwity 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 oceupancy agreement. If there are proceeds remaining, the lender
must account to the tenant-stockhotder for the surptus. Conversely, if a portion of the indebtedness temains unpaid, the tenant-stockholder is generaily
responsible for the deficiency. See “Anti-Deficiency Legislation and Other Limitations on Lenders” below.

In the case of foreciosure on a building which was converted from a rental building to a building owned by a cooperative under a non-eviction
plan, same 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 shaves in the cooperative when the building was so converted.

Envirommental Risks
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Property pledged as secutity to a lender may be subject to unforeseen environmerttal risks. Under the laws of certain states, contamination of a
Property may give rise to & lien on the Property to assure the payment of the costs of clean-np. In several states this type of lien has priorify over the lien 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 incwrred clean-up costs. However, a CERCLA lien is subordinate to pre-
existing, perfected secuity interests.

Under the taws of some states, and under CERCLA, it is conceivable that a secured lender may be held liable as an “owner™ ot “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 bya
prior or current owner or operator. CERCLA imposes liability for those costs onany and all “responsible parties,” including owners or operators. However,
CERCLA exchudes from the definition of “owner or operator” a secured creditor who holds indicia of ownership primarily to protect its security interest
(the “secured creditor exclusion”) but without “participating in the management” ofthe Property. Thus, if a lender’s activities begin to encroach on the
actnal management of a contaminated facility or Property, the lender may inour liabitity as an “owner or operator” under CERCLA. Similarly, ifa lender
forecloses and takes title to a contaminated facility or Property, the lender may incur CERCLA liability in various cireumnstances, 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 wonld constitute participation in the management of a Property, or the business of a botrower, so as to render
the secured creditor exem ption tmavailable to a lender has been a matter of judicial interpretation of the statutory language, and coust decisions have been
inconsistent. In 1990, the Court of Appeals for the Eleventh Cireuit suggested that the mere capacity of the tender to influence a borrower’s decisions
vegarding disposal of hazardons 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 resotved 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 Septemnber 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 ereditor 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.
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Ifa lender is or becomes liable, it can bring an action for contibution against any other “yesponsible parties,” including a previous owner o
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 petroleumn produets, and the secured creditor exchusion does not govern liability for cleanup costs under federal laws
other than CERCLA, in particular Subtifle I of the fiederal 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 wnderground storage tanks under Subtifle I of RCRA. Under that
rule, a holder ofa security interest in an underground storage tank or real propesty containing an underground storage tank is not considsred an operator of
the underground storage tank as long as petroleum is not added to, storedin 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 Hability for cleanup of petroleurn contamination may be govemed by state law, wiichmay not provide for any specific protection for
secured creditors of, alternatively, may not impose liability on secured creditors at all

In general, at the time the Joans were originated no environmental assessment, or a vetry litnited environmental assessment, of the Properties was
conducted.

Rights of Redemption

In some states, after sale purstant to a deed of trust or foreclosure of a mortgage, the borrower and foreclosed junior lienors aze 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 jndicial 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 occw upon payiment of the foreclosure purchase price, accrued inferest and taxes. In other states, redemption may be authorized
if the former borrower pays only a portion of the sumns 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 trou 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 redemiption period has Tun. In some states, there is no right to redeem Property affer 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 Califorria) statutes and casc 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 bortower equal in most cases to the difference between the amount due 1o the lender and the fair market value of the
Property at the time of the foreelosure sale. In certain states, including California, if a lender simultaneously originates a loan secured by a senior lien ona

" 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 wder both loans over the proceeds of any sale inder a deed of trust or other
foreclosure proceedings. As a result of these prohibitions, it is anticipated thatin mnost instances the inaster servicer will utilize the non-judicial
foreclosure remedy and will not seek deficiency judginents against defaulting borrowers.

270~

Some state statutes require the beneficiary or mortgagee to exhaust the security afforded under a deed of trust or mortgage by foreclosure in an
atteinpt to satisfy the full debt before bringing a personal action against the borrower. 11 certain other states, the lender has the option of bringing a
personal action against the borrower on the debt without first extrausting 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 tnay be precluded from exercising remedies with respect to the security. Consequently,
the practical effect of the election requirement, when applicable, is that Ienders will usually proceed first against the security rather than bringing a
personal action against the borrower. Insome 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 exoess of the outstanding debt over the fair
1narket value of the Property at the time of the putilic sale. The purpose of fliese statotes is generally to prevent a beneficiary or a mertgagee ffom
obtaining 2 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 shaies 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 propristary lease or ocoupancy agreement) was conduscted in a commercially
reasonable marmer,

In addition to anti-deficiency and related legislation, namerous other federal and state statutory provisions, including the federal bankruptey
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 Baukruptcy Code, a lender may not foreclose on a Property without the pennission of the bankruptey court. The
rehabilitation plan proposed by the debtor may provide, if the Property is ot 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
{lie commencement of the bankruptoy, rendering the lender a general unsecured creditor for the difference, and also may reduee 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 Bankruptey Code, including but not limited to any automatic stay, could resilt 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 consuuner
protection laws impose substantive requirements upon mortgage lenders it connection with the origination, servicing and enforcement of mortgage loans.
These taws include fhe federal Trufh-in-Lending Act, Real Estate Settlement Procedures Act, Equal Credit Oppertunity Aet, Fair Credit Billing Adt, F alx
Credit Reporting Act and related statutes and regulations. These federal and state laws impose specific statutory Habilifies 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 obligot sells, transters
or conveys the Property, the loan or contract may be accelerated by the mortgagee or secured party. Court decisions and legistative actions have placed
substartial restriction on the right of lenders to enforce due-on-sale clauses in many states. For instance, the California Supreme Cowt in August 1978
Tield that due-on-sate clauses were generally unenforceable. However, the Garn-St Germain Depository Institutions Act of 1982 (the “Gamn-§t Gernain
Act?), subject to certain exceptions, preernpts state constitutional, statutory and case taw 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 authonity to regulate the enforceability of
those clauses with respect to mortgage loans that were (i) originated or assumed during the “window period” under the Garn-8t Genmain Act which ended
in all cases 1ot 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 positionin its published mortgage servicing standazds that, out of a total of eleven “window period states,” five states (Arizona,
Michigan, Minnesota, New Mexico and Utah) Lave enacted statutes extending, on various terms and for varying periods, the prohibition on enforcement of
due-on-sale clanses with respect to certain categories of widow period loans. Also, the Garn-St Germain Act does “encourage” lenders to permit
assumption of loans at the original 1ate of inferest or at some other rate less than the average of the original rate and the market rate.

ST~

As 10 loans secured by an owner-occupied residence, the Garn- St Germmain 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 ransfer of the Property may have occurred. The inability to
enforce a due-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 cuirent matket 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 bankruptey law, due-on-sale clauses may not be enforcealile in bankruptey proceedings and may, under certain
civoumstances, be eliminated in any modified mortgage resulting from the barkruptey 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 somne ciroumstances may provide for prepayment fees or penalties if the obligation is paid prior to waturity. In certain states, there
are or may be specific Hmitations upon the late charges which a lender may collect from a borrower for delinguent payments. Certain states atso 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
owmer-ocoupied residential propetties. Since many of the Properties will be ownet-occupied, it is anticipated that prepayment charges may not he imposed
with respect to many of the loans. The absence of @ prepayment penaity, particularly with respect to fixed rate loans having hugher Loan Rates, may
inorease the likelihood of refinaneing or other early retirement of the those Joans or contracts, Late charges and prepayment penalties are typically retained
by servicers as additional servieing compensation.

Appticability of Usury Laws

Tifle V of the Depository Institutions Deregulation and Moretary Control Act of 1980, enacted in March 1980 (“Title V) provides that state
nsury limitations shall not apply to certain types of residential first mortgage loans originated by certain lenders after March 31, 1980. The Office of Thrift
Supexvision, 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 faw. Fifieen states adopted these laws prior to the Apiil 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 fimits and/or to limit discount points or other charges.

Home Improvement Contracts

Generdl. Some home improverment contracts may in addition to being seeured by mortgages on real estate, also be secured by purchase money
seourity interests in hotne improvements financed thereby (these hotne improvement contracts are referred 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 secuity interest in chattel paper. Under the related Agresment, the depositor will transfer
pliysical possession of the contracts to the trustee ora 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, aive notice of the
{rust fand’s ownership of the contracts. In general, the cortracts will not be stamped or otherwise marked to reflect their assignment from the deposttor to
the trustee. Therefors, 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.

T2

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 irl 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 seourity interest in consumer goods. These
purchase money security inferests are assignable. In general, a purchase money security inferest 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 extert that the callateral 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 seourily interest does not exist
under the UCC in ordinary building material incorporated info an improvement on Jand. Home improvement contracts that finance lurber, 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 secuity interest in the home improvement being financed.

Enforcement of Security Interest in Home Improvements. S0 long as the home itnprovernent has not become subject to the real estate law, a
creditor can repossess a hoine improvement seciing a contract by voluntary surrender, by “setf-help” repossession that is “peacefil” (i.e., without breach
of the peace) or, int 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 vaies from 10 o 30 days depending on the state, priar 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 staies, 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 bankruptoy and insolvency laws and general equitable principles, may limit or
delay the ability of a lender to repossess andresell collateral or enforce a deficiericy judgment.

Consumer Protection Laws. The so-called holder in due course rule of the Federal Trade Commission is intended fo defeat the ability of the
{ransferor of a consumer credit contract which is the seller of goods which gave tise to the transaction (and certain related lenders and assignees) to
transfer the contract free 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 alsomay be able to assert the ule to set off remaining amounts due as a defense against a claim brought by the frustee against the obligor.
Numerous other federal and state consumer protection laws impose requirements applicable to the origination and lending pursuant to the confracts,
including the Truthin 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 Consurmer Credit Code. Inthe case of some of these laws, the failure to comply
with their provisions may affect the enforceability of the related contract.

Applicability of Usury Laws. 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 chasges 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 oflaw prior to the April 1, 1983 deadline. Inaddition,
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 onloans covered
by Title V.

Installment Confracts

The loans may also consist of installment contracts. Under an installment contract the seller (re ferred to in this section as the “lender™) retains
legal tifle to the Propesty and enters into an agreement with the purchaser (referred to in this section as the “borrower”) for the payment of the purchase
price, phus interest, over the term of the contract. Only after full performance by the borrower of the contract is the tender obligated to convey title to the
Property to the purchaser. As with mortgage or deed of trust financing, during the effective period of the instaliment contract, the borrower is generally
responsible for maintaining the Property in good condition and for paying real estate taxes, assessments and hazard insurance premivms 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 uponthe 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 oooupy 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 o obtain title to the Property,
although in some cases a quiel title action is in order if the borrower has filed the installment contract in local 1and records and an ejectment action may be
necessary to recover possession. Ina few states, particularly in cases of borrower default dusing 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 installiment contracts from the harsh consequences of forfeitwre. 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 amonnt and the borrower may have a post- foreclosure statutory redemption right.
In other states, courts in equity may permit a borrower with significant investruent 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 enforee the forfeiture clause. Nevertheless,
generally speaking, the lender’s procedures for obtaining possession and clear tite under an installment contract in a given state are simpler and less time-
consuming and costly than are the procedures for foreclosing und obtaining clear title to a Property subject to one or more liens.

Servicemembers Civil Relief Act

Generally, under the terms of the Servicerembers 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 sfatus at the time of the origination of the loan and is later called to active duty) may not be
charged interest above an annual rale of 6% during the period of the borrower’s active duty status, unless & 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 o
California National Guard members called up to active service by the Governor of California, California National Guard members ealled up to active
service by the President of the United States and reservists called fo 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 munber of mottgage loans that may be affected by the Relief Actor the
California Military Code, It is possible that the interest rate limitation could have an effect, for an indeterminate period of tume, on the ability of the master
servicer to colleot full amonnts 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 itpair the ability of the master servicer to foreclose on an affected loan or enforce rights
under a home improvement confract during the borrower’s period of active duty status and, under cer tain ciroumnstarices, 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 matwity and the re-adjustinent of its
payment schedule beyond the completion of military service. Thus, in the event that a loan that is subject to the Relief Act ot the Califormia Military Code
goes into default, there may be delays and losses occasioned by the inability to realize upon the Property in a timely fashion,

74

Junior Mortgages and Rights of Senior Mortgagees

To the extent that the loans comprising the trust fund for a series are seoured by mortgages which are junior to other mortgages held by other
lenders or mstitutional investors, the rights of the trust fimd (and therefore the securityholders), as moitgagee under the junior mortgage, are subordinate to
those of any mortgagee under any senior mortgage. The semor mortgagee has the right to receive hazard insurance and condemnation proceads and to
cause the Property securing the loan to be sold upon default of the mortgagor, thereby extingnishing the junior mortgagee’s lien unless the junior
miortgagee asserts its subordinate interest in the Property in forectosure litigation and, possibly, satisfies the defanlted seniot mortgage. A junior mortgagee
may satisfy a defaulted senior Joan in full and, in some states, may oure a default and bring the senior loan cuzrent, in either event adding the amounts
expended to the balance due onthe junior loan. Inmost 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 mortgage nsed by most institutional lenders confers on the mortgagee the 1ight 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 fize or other casualty, or in the event the Property is taken by condemnation, the mortgagee or beneficiary under senior mortgages will have
the priox tight 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 fo appear in and defend any action or proceeding purporting to affect the Property or the rights of the mortgages under the mortgage.
Upan a failure of the mortgagor to perform any of these obligations, the mortgages is given the right under certain mortgages to perform the obligation
ifself, atits election, with the mortgagor agreeing to reimbuise 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 eredit Jine trust deed or morigage 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 mads 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 morigage. If the beneficiary or lender advances additional amounts, the advance is entifled
1o 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 Iender had actual knowledge of the intervening junior trust deeds or mortgages and other lens at the time of the
advanice. 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 eqnity credit line doesnot
exceed the maximum specified principal amount of the recorded trust deed ot mortgage, exeept as to advances made after receipt by the fender of a wiitten
notice of Lien from a judgment lien creditor of the trustor.

Home Equity Line of Credit Loans

The form of credit line trust deed or mortgage generally used by most institutional lenders which make Lome 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 secuiing any advance made under the clause may depend in most states
on whether the dsed of trust or mortgage is called and recorded as a credit line deed of trust or mortgage. Ifthe 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 Hens which intervene between the date of recording of the trust deed or mmortgage and
the date of the future advance, and notwithstanding that the beneftoiary or lender had actual knowledge of the intervening junior trust deeds or mortgages
and other liens at the time of the advance. In most states, the trust deed or mortgage liens securing mortgage loans of the type which includes hore equity
crectit lines applies retroactivety 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 mads after

teceipt by the lender of a written notice of lien from a judgment lien creditor of the trustor.

The Title I Program

General. Certain of the loans contained in a trust fund may be loans insured under the FHA Title 1 Credit Inswance prograin created pursuant to
Sections 1 and 2(a) of the National Housing Act of 1934 (the “Title T Program”). Under the Title I Program, the FHA is authorized and erapowered o
insure qualified lending institutions against losses on eligible loans. The Title I Program operates as a coinisurance program in which the FEA. insures up to
90% of certain losses incurred on an individual inswred loan, inctnding 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 aceount. The owner of the loan bears the mnsured loss on each toan.

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 lvability or utility of a Property and includes single family improvement toans.

There are two basic methods of lending or originating these Joans which include a “direct loan™ or a “dealer loan.” Withrespect to a direct loan,
the borrower makes application directly to alender without any assistarce from a dealer, which application may be filled out by the barrower or by a
person acting at the direction of the borrower who does niot 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 respsct 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 borrowes in obtaining the loan from
tender 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 1 Loan, a dealer may include a seller, a contractor or supplier of goods or services.

1,0ans insured under the Title T Program ave required to have fixed interest rates and, generally, provide for equal installment payments due
weekly, biweekly, semi-monthly or mordhly, 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 Jast payments (or both) may very in amount but may not exceed 150% of the regular installment paymert, and the
first scheduled payment may be due no later thart two manths from the date of the loan. The note must conitain a provision permitting full or partial
prepayraent of the loan. The interest rate may be established by the lender and must be fixed for the term of the toan and recited in the note. Iriterest onan
insured loan must accrue from the date of the loan and be caleulated ona simple interest basis. The lender must assure that the note and all other
documents evidencing the loan are in compliance with applicable federal, state andlocal laws.

Each insured lender is required to use prudent lending stendards in underwriting individual loans and to satisfy the applicable loan underwiiting
requirements under the Title I Program prior to its approval of the loan and disbursement of loan proceeds. Generally, the lender must exercise prudence
and diligence to determnine whether the borrower and any ca-maker is solvent and an acceptable credit risk, with a reasoniable ability to make paymerts on
the loan obligation, The lender’s credit application and teview must determine whether the borrower’s incame will be adequate to meet the periodic
payments required by the loan, as well as the borrower’s other housing and recunring expenses, which determination must be made in accordance with the
expense-to-income ratios published by the Secretary of HUD.

216-

Under the Tifle 1 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 beeri misused by the borrower, dealer or
any other party, it shall promptly xeport this to the FHA. In this case, provided that the validity ofany 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.

Requirements for Title I Louns. 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 1ot exceed $25,000 (or the current applicable
amourtt) for a single family propesty improvement loan. Generally, the term of a Title I Loan may not be less than six morths nor greater than 20 years
and 32 days. A borrower may obtain multiple Title I Loans with respect to multiple properties, and 2 borrower mmay obtain more than one Title | Loan with
respect to o single Property, in each case as long as fhe total outstanding balance of all Title I Loans i the same Property does not exceed the maximum
{oar amount for the type of Tifle I Loanthereon having the highest permissible loan amount.

Borrower eligibility for a Tifle I Loanrequires that the borrower have at least a one-half interest in either fee simple title to the real property, a
lease thereof for a term expiring at least six moxnths after the final maturity of the Title 1 Loan or & recorded Jand instaliment contract for the purchase of
the real property, and that the borrower have equity in the property being improvedat least equal to the amomnt of the Title T Loan if the loan arnount
exceeds $15,000. Any Title I Loanin excess of $7,500 st be secured by atecorded lien on the improved property wlhich is evidenced by a mortgage or
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deed of trust excouted by the borrower and all other owners in fee simple.

The proceeds from u Title I Loan may be used only fo finance property improvements which substantially protect or improve the basic livability
or utility of the Property 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 1 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 | 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 conduet an on-site inspection on any Title I Loan where the principal obligationis $7,500 or
more, and on any direct Tifle 1 Loan where the borrower fails to submit a completion cerlificate.

FHA Insurance Coverage. Under the Title 1 Program the FHA establishes an insurance coverage reserve account for each lender which has been
granted a Title T 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
seserve accourt is the maxirnum amount of insurance claims the FHA is tequired to pay. Loans to be insured under fhe Title I Program will be registered
for insurance by the FHA and the insurance coverage attrjbutable to the loans will be included in the insurance coverage reserve ascount for the
otiginating or purchasing lender following the receipt and acknowledgment by the FHA of a loan report on the prescibed form pursuant to the Title I
regulations. The FHA charges a fee of 0.50% per annum of the net proseeds (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 premiusn on each insured loan anmually, on approximately the anniversary
date of the loar’s origination. If an insured loan is prepaid dwing the year, FHA will not refund the insurance preminm, 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 acconnt 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 amonnt 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 alender’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 1 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 fransaction) insured loans and loans reported for insurance only to another
aualified lender under a valid Title | contract of insurance. Unless an insured loan is transfered with recourse or with a guaranty or repurchase agreement,
the FHA, upon receipt of wiitten notification of the transfer of the loan in accordance with the Title 1 regulations, will transfer from the transferor’s
insurance coverage reserve account to the transferee’s insutance coverage reserve ascount an amount, it 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 | Program not more than $5,000 in insurance coverage
chall 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 1 Program the lender may accelerate an insured loan following a default on the loan only after
the lender or its agent has cortacted the borrower in a face-to-face meeting or by telephone to disouss the reasons for the default and to seek its cure. If the
borrawer 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 entezs info a modification agreement or repayment plan, the Ioan will be accelerated and that, if the
default persists, the lender will report the default to an appropriate credit agency. The lender may tescind the acceleration of maturity after filll payment is
due and reinstate the loan only if the borrower brings the loan curent, executes a modification agreement or agrees to an acceptable repayment plan.

Following acoeleration of maturity upon a secured Title 1 Loan, the lender may either (2) proceed against the Property under any security
instrurnent, or (o) make a claim under the lender’s contract of insurance. If the lender chooses to proceed against the Property under a security instrument
(o1 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 jnstrance claim with the FHA wnder the Title J 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 Tepossessian, and evidence that the lender has properly filed proofs of claims, where the borrower is bankmipt
or deceased. Generelly, a claim for reimbursement for loss on any Title T Loan must be filed with the FHA no later than nine months after the date of
default of the loan. Concurrently with filing the insuranoce claim, the lender shall assign to the United States of America the lender’s entire inferest in the
loan note (or a judgment in liew 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 requize the lender to repurchase the paid claim and 1o accept

a reassignment of the loan note. If the lender subsequenily obtains a valid and enforce able judgment against the borower, the lender may resubmit 2 new
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insurance clain with an assignment of the judgrment. 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 faud or misrepresentation on the part of the
lender.

78-

Under the Title T 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 defaulf) with adjnstments thereto if the
lender has procecded against Property 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 | S calendar days (but not to exceed 9 months from the date of default), calculated at the rate of 7% per
annum; (¢) the uncollected court casts; (d) the attorney’s fees not to exceed $500; and (¢) the expenses for recording the assignment of the security to the
United States.

Consumer Protection Laws

Numerous federal and state consurner protection laws imnpose substantive requiremnents 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 Actand Regulation Z
promulgated thereunder, Real Estate Settlement Procedures Actand Regulation B promulgated thereunder, Equal Credit Opportunity Act, Fair Credit
Billing Act, Fair Credit Reporting Aet, the Home Equity Loan Consumer Protection Act of 1988 and related statutes and regulations, In particulat,
Regulation Z, requires certain disclosures to the borrowess regarding the tenms 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 hiorrower’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 fo collect all or part of the principal of or interest on the loans and
could subject the sellers and in sonme cages their assignees to damages and administrative enforceiment.

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 inferest rates or origination costs in
excess of certain presoribed levels. The Homeownership Act requires certain additional disclosures, specifies the timing of those disclosures and limits or
protubits inclusion of certain provisions in mortgages subject fo 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 subjeot to all defenses that the borrower could assert against the originator of the High Cost
Loary, nnder 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 deterrnined 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 by law. The
maximum damages that may be recovered under these provisions from an assignee, including the trust fund, is the remaining amount of indebtedness plns
the total amount paid by the borrower in conmection with the home loan,

In addition to the Homeownership Act, a number of legistative 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 seme provisions
in home loans that have inferest rates or originalion costs in excess of consumimation of the home loans. In some cascs, state law may impose requirements
and restrictions greatex 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
Lolders of the home loans.

Some of the mortgage loans in a mortgage pool that were otiginated between October 1, 2002 and March 6, 2003 may be “home loans” and also
may be “covered home loans” under the Georgia Fair Lending Act, or “Georgla Act.” The Georgia Act applies to any mostgage loan that is secured by &
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
lotne 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 cormection 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 supplernent, First Horizon will
vepresent and warrant that all of the mortgage loans in the mortgage pocl complied in all materials respects with all applicable focal, 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 ariginator of the home loan, Purchasers or assignees of a covered home loan, including the related trust, could be
subijcet 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 respeet 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 1o loans originated duting the period between Oetober 1, 2002 and March 6, 2003, there are sotne uncertainties in making a
determination as to whether a particular Georgia loan is a covered home toan 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 wilt be obligated to repurchase any morigage loanas 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 criginated on or after that date are subject to a tess stringent version of the
Georgia Act.

Lawsuits have been brought in vatious states making claims against assignees of High Cost Loans for violations of state law allegedly comumitted
by the originator. Named defendants in these cases include numerous participauts within the secondary mortgage market, including some securitization
trusts.

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 secusities 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 irvestors in light of their individual
circumstances, Not with certain 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, 1.8, 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 primarily 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 weil. If a partnership holds securities, the tax freatment of a partner will generally depend on the status of the partner and on
the activities of the partnership. Partners of partnerships holding secutities should eonsult their tax advisors. Prospective investors are encouraged to
consult their own tax advisors concerning the particular federal, state, Jocal and any other tax consequences to them of the purchase, ownership and
disposition of the securifies.

The federal income tax consequences to holders will vary depending on whether

o the securities of a series are classified as indebtedness;

« an clection is made to treat the trust fund relating fo a particular series of securities, or a portion of the trust fund, as a REMIC under the Code;
o the securities represent an ownership intetest in some or all of the assets included in the trust fund for a series; or

o an election is made to treat the trust fund relating o a particular series of certificates as a partnership.

The prospectus supplement for each series of securities will speoify how the securities will be treated for federal income tax purposes and will
discuss whether a REMIC election, ifany, will be made with respect to the series. Prior to issuance of each series of securities, the depositor shall file with
the SEC a Form 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 enfity
treated as a corporation or partnership for federal income tax purposes created or organized in ar 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 sonrce 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 pesons prior to that date that elect to continue to be 50 treated also shall be considered U.S. Persons.

A “Non-U.S. Person” is any person that is not a U.S. Person.

81-

Taxation of Debt Securities

Interest and Acquisition Discount. Securities representing regular interests inn a REMIC (“Regular Interest Securities™) are generally taxable to
holders in the same manner as evidences of indebtedness issued by the REMICL Stated interest on the Regular Interest Securities will be taxatle as
ordinary income and taken into account using the acerual method of accounting, regardless of the holder’s normal accounting method. Interest (other than
otiginal issue discount or “O1D”) 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. Secuities characterized as debt for federal

income tax purposes and Regulax Interest Secuities will e referred to collectively as “Debt securities™ in this section.

Debt securities that are Compound Interest securities will, and certain of {lie other Debt securities may, be issued with OID. 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
“OD 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.

Ingeneral, 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 OID in gross income as ordinary interest income as it accrues under a method taking into account an economic acerual
of the discount. In general, O1D must be included in income in advance of the receipt of the cash representing that income. The amount of OID ona Debt
security will be considered to be zero if'it is less than a de minimis amount determined mnder the Code or 01D Regulations.

The issue price of a Debt security is the first price at whicha substantial amount of Debt securities of that class is sold to the publio (excluding
bond houses, brokers, underwriters or wholesalers). If less than a substantial amount of a particular class of Debt securities is sold for cash onor 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 initiel Debt security holder for accrued interest that relates to a petiod prior to the issue date of the Debt
secutity. The stated redemption price at maturity ofa Debt security inchudes 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 wmeonditionally payable at intervals of one year or less during the enitire term of the Debt secwity. The OID
Regulations state that interest payments are unconditionally payable only if a late payment or nonpayment is expected to be penalized or reasonable
remedies exist to compel payment. Certain Debt seciwities may provide for default remedies in the event oflate payment or nonpayment of interest. The
interest on fhe Debt securities will be unconditionally payable and constitute qualified stated interest, not OID. However, absent clarification of the OID
Regulations, where Debt secutities do not provide for default remedies, the interest payments may be included in the Debt seourity’s stated redemption
price at maturity and taxed as OID. Interestis 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 acerue will not constitute qualified stated
interest payments, in which case the stated redenaption 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 or part of any interest foregons, it the case ofthe 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 fested under the de minimis rule desoribed below. fthe case of a Debt
security with a long first period which has non-de minimis OID, 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 Seawities
issued after the regulations becorne final, that would require the period of OID accrual generally to coincide with the period over which the interest
acerues nnder the Pooling and Servicing Agreerment, if there is a delay between the Record Date and the related distribution date. Holders of Debt
secnrities are encouraged to consult their own tax advisors © determine the issue price and stated redemption price at maturity ofa Debt secwity.

-82-

Under the de minimis rule, OID ona Debt security wiil be considered to be zero if the OID is less than 0.25% of the stated 1edemption price at
maturity of the Debt security nwltiplied by the weighted average maturity of the Debt seeurity, 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 whichis the stated redemption price at
maturity of the Debt security. Although it is not entirely free [Tom doubt, in the case of a pre-payable Debt security, the weighted average maturity of the

RFJN_EX 18_00000355

0392



Debt security should be determined with reference to the Prepayment Assumption (as defined below). Holders generally must report de minimis OID pro
rata as principal payments are received, and the income will be capital gain if the Debt seourity 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 O1D Regulations, inferest is treated as payable ata 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 thair a specified amount and

» interest is based on a “qualified floating rate,” an “objective rate,” or a cornbination 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
ofthe payments under the instrument will be considered quatified stated interest, and thus the aggregate amount of all payments will be included in the
stated redemption price.

Treasury regulations goveming the calculation of OID on instraments having contingent interest payments (the “Contingent Regulations™)
specifically do not apply for purposes of calculating OID on debt instruments sach as the Debt securities that are REMIC regular interests or that may be
accelerated by reason of prepayiments of other debt instniments securing thex, and thus are subject to Code Section 1272(2)(6). Additionally, the OID
Regulations do not cantain 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 Reglations as described in the following paragraphs of this prospectus. However,
because 1o regulatory guidance currently exists under Code Section 1272)(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 mmst 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 incotme by a holder will be computed by allocating
to cach day during a taxable year a pro rata portion of the original issue discount that acerued during the velevant 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 amouut 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 matuity of the Debt security and the adjusted issue price of the Debt secutity, reduced by any payments of qualified stated
interest. The adjusted issue price is the sum of its issue price plus prior acaruals of OID, reduced by the total payments made with respect to the Debt
security in all prior periods, other than qualified stated interest payments.

.83~

The amount of OID fo be included in income by a holder of a debt instrumnent, such as cortain classes of the Debt securities, that is subject to
aceeleration due to prepayments on other debt obligations securing those instruments (a “Pay-Through Secusity’), is computed by taking into account the
anticipated rate of prepayments asswmed in. pricing the debt instrment (the “Prepayment Assurnption”). The amount of OID that will acetue during an
accrual period ont a Pay-Through Security is the excess, if any, of the surn of (a) the present vilue of all payments remaining to be made on the Pay-
Through Security as of the close of the acorual 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
temaining payments is o be detertnined on the basis of three factors: (@) the original yield to matusity of the Pay-Through Security (determined on the basis
of compounding at the end of each acorual petiod and properly adjusted for the length of the acerual 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 Assumnption. The
effect of fis method is fo 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 prepayiients 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
Tiolders that loans will be prepaid at that rate or at any other rate.

The depositor may adjust the acorual of OID ona 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 O1D Regulations do not provide for these adjustments. If the IRS
were to require that OID be acerued without these adjustments, the Tate of acerual of OID for a class of Regular Interest Securities conld 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 onthe OID Regulations, to calculate OID on those securities as if, solely for the purposes of
computing OID, the sepatate regular interests were a single debt instrament.

A subsequent holder of 2 Debt seourity 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 lolder who pays more than a Debt seourity’s issue price) fo
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offset the OID by comparable economic accruals of portions of the excess.

Effects of Defaidrs and Delinguencies. Holders will be tequired to report income with respect {o the related securities under 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 uncollectible. As a result, the amonnt 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 ate encouraged 10 consult their own tax
advisors on this point.

Interest Weighted Securities. is not clear how income should be accrued with respect to Regular Interest Securities or Stiipped Securities (as
defined under  — Tax Status as a Grantor Trust - General” in this prospectus) the payments on which consist solely o primarily of a specified portion of
the inferest payments on qualified mortgages held by the REMIC or on loans underlying Pass-Through Securities (“Interest Weighted Securities”™). The
Issues intends to take the position that ali of the income derived from an Interest Weighted Security should be treated as O1D and that the amount and rate
of acerual of the O1D should be calaulated by treating the Intetest Weighted Secutity as a Compound Interest security. However, in the case of Inferest
Weighted Securities that are entitled to some payments of principal and that are Regular Interest Seourities, the RS could assert that income derived from
an Interest Weighted Security should be caleulated as if the security were a security purchased at a premium equal to the excess of the price paid Dy the
halder 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 clection 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 Secirity should be taxable under the rules govemning bonds issued with contingent payments. This treatment
may be more likely in the case of Interest Weighted Securities that are Stripped Securities as described beJow. See “— Tax Status as a Grantor Trust —
Discount or Premium on Pass-Through Securities.”

-84~

Variable Rate Debt Securities. Inthe case of Debt securities bearing interest at a rate that varies directly, according to a fixed forrnula, with an
objective index, it appears that (i) the yield to maturity of those Debt securities and (i) in the case of Pay-Through Securities, the present value of all
payments remaining to be made on those Debt securities, should be calenlated as if the interest index remained at its value as of the issue date of those
securities. Because the proper method of adjusting aceruals of OID ona variable rate Debt seourity is uncertain, holders of vaniable rate Debt securities are
ercouraged to consult their own tax advisors regarding the appropriate treatment of those securities for federal income tax purposes. In the case of any
REMIC, no class of Regular Interest Security (or other regular interest in a REMIC) 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 1nore than a prescribed de minimis amount of “market discount” (generally, the excess of the principal amount of the Debt
security, or the adjusted issue price if the Debt secmity is issued with OID, over the purchaser’s purchase price) will be required to include accrued market
discount in income as ordinary incomne in each monthy, but limited to an amountnot exceeding the principal paymertts on the Debt seourity received in that
month and, if the securities are sold, the gain realized. This market disconnt would accrue in a mannes to be provided in Treasury regulations but, unil
those tegulations 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 Assunption) or (i) in the ratio of (a) in the case of securities (or in the case ofa 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
inferest 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 Seonrity, s desctibed 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 seourity is allowed as a current deduction only to the extent the excess is greater than
the market discount that acerued during the taxable year in which the inferest expense was incurred. Ingeneral, the deferred portion of any interest expense
will be deductible when the matket discount is included in income, including upon the sale, disposition, or repayment of the security (or in the case ofa
Pass-Through Security, an underlying loan). A holder may elect to include market discount in income currently as it acerues 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 advisars before making this election.

Preminm. A holder who purchases a Debt secmity, other than an Interest Weighted Secuity 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 prermum, which the holder ray elect to amortize
as an offset o interest income on the security (and mot 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 ag market discount. Accordingly, it appears that the accmal of premium on a class of Pay-Through
Securities will be caloulated using the Prepayment Assummption used in pricing the class. If a holder makes an election to amortize premium ona Debt
security, the election will apply to all taxable debt instruments, including all REMIC 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 instraments subsequently acquired by the holder, and will be irrevocable without the consent of the IRS. Purchasers who pay a premium for
the securities are encorraged to consult their own tax advisors regarding the election fo amortize premium and the method to be employed.
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Tyeasury regulations dealing with amortizable bond premium (the “Final Bond Premium Regulations™) spesifically do not apply to prepayable
debt instruments subject to Code Section 1272(a)(6) such as the Debt securifies. Absent further guidance from the IRS, the trustee infends to account for
amortizable bond premium in the manner desctibed above. Prospective purchasers of the securities are encouraged to consult their own tax advisors
regarding the possible application of the Final Bond Premium Regulations.

.85~

Election 1o Treat All Interest as Origina Issue Discount. The OID Regulations pernit aholder of a Debt security to elect to acerue all interest,
disconnt (including de minimis market or original issue discount) and premium in income as intetest, based ona constant yield method for debt. If this
election were fo 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 secuity thatis acquired at a
preminm will be deemed to have made an election to amortize bond prenium with respect to ail 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 Helders

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 “Resicual Inferests” ina
REMIC, as specified in the related prospectus supplement.

Escept to the extent specified otherwise in a prospectus supplement, if a REMIC election is made with respect to a series of securities, ()
securities held by a domestic building and loan associationwill constitute “a regniar of a residual interest in a REMIC” within the meaning of Code
Section 7701 @(19YC)(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(2)(19)(C)); and (1) securities held by a real estate investment trust will constitute “real
estate assets” within the meaning of Code Section 856(c)(5)(B), sud 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) {assumning, 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(2)¢19)(C), then secuities 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 tieated. 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 securities 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 REM s assets would be so treated.

REMIC Expenses; Single Class REMICs

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 REMIC,” however, the expenses will be allocated, under Treasury regulations, among the holders of the Regular Interest Securities and the holders
of the Residual Tnterest Securities on a daily basis in propertion to the relative amounts of income aceruing to each holder on that day. In the case of a
holder of a Regular Interest Secwity who is an individual or 2 “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 “miscellanecus itemized deductions™ of the holder,
exceed 2% of the holder’s adjusted gross income. Inaddition, the amount of iternized 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, ox

« 80% of the amount of itermized deductions otherwise allowable for taxable years ending on or before December 31, 2605, and by a reduced
portion of such amount for taxable years beginning on or after January 1, 2006.

-86-

The reduction or disallowance of this deduction may have a significant impact on the yield of the Regular Interest Security to a holder. In gencral
terms, a single class REMIC is one that either

+ would qualify, under existing Treasury regulations, asa grantor trust if it were not 2 REMIC (reating all interests as ownership inferests, even
if they would be clagsified as debt for federal income tax purposes) or
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« is similar to such a frust and is stmehired with the principal purpose of avoiding the single class REMIC rules.

The applicable prospectus supplement may provide for the allocation of REMIC expenses, but 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 ot net loss of a REMIC is determined nnder an acerual method of assounting and in the same
manner as in the case of an individual, with certain adjustments. In general, the taxable income o7 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, ineluding stated interest and original issue discount accrued on Regular Interest Securities, amortization of any preminm with
respect to loans, and servicing fees and other expenses of the REMIC.

A holder of a Residual Interest Sceutity (as defined below) that is an individual or a “pass-through interest holder” (including certain pass-
through enfifies, 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 iternized
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 shoutd 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 intetests are issned), 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 ar after March 2, 1984, and the market discount provisions apply to
Joans originated after July 18, 1984, Subject to possible application of the de minimis yules, 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 aceiue 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 REMIC that acquites loans at a market discount must include the market discount in income cwrently, as it accrues, on & constant intersst
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 acoount the Prepayment Assumption) on a constant
yield method. Although the law is somewhat unclear regarding recovery of premium attiibutable to loans originated on or before this date, it is possible
that this premium may be resovered in proportion to paymients of loan ptincipal.

Prohibited Transactions and Contributions Tax. The REMIC will be subject to a 100% tax on any netincome 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 REMIC;

» subject to a limited exception, the sale or other disposition of & 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.

Ttis anficipated that a REMIC 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 after the close of the three-month
period beginning or the Startup Day. The holders of Residual Interest securities will generally be responsible for the payment of these taxes imposed an
the REMIC. To the extent not paid by the holders or otherwise, however, these taxes will be paid out of the trust fimd and will be allocated pro rata to all
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outstanding classes of seciuities of the REMIC.
Taxation of Helders of Residual Interest Securities

The holder of a security representing a residual interest (a “Residual Interest Security™ will take into acoount the “daily portion” of the taxable
income or net loss of the REMIC for each day during the taxable year on which the holder Ield the Residual Interest Security. The daily portion is
determined by allocating to each day in any calendax 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 theix respective holdings on that day.

The holder of 2 Residual Interest Security mmust 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 ocour, for
example, in certain REMIC issues in which the Joans held by the REMIC were issued or acquired at a discount, since mortgage prepayments canse
tecognition of discount income, while the comresponding 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 yeas 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 Tules apply regarding the federal income tax treatment of “inducement fees” received by transferees of REMIC residual interests
determined to be noneconomic residual interests. These nules (i) provide tax accounting rules for the treatment of such fees as income over an appropriate
period and (if) specify that inducernent fees constitute income from sources within the United States. Prospective purchasers of Residual Interest Securifies
are encouraged to consult with their own tax advisors regarding the effect of these regulations.

-8

Inany event, because the holder of a residual interest is taxed on the net incame 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
Taving 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 atises. A holder’s basisin a Residual Intetest Security will initially equal the holder’s purchase price,
and will subsequently be increased by the amomnt of the REMICs taxable income allocated to the holder, and decreased (but not below zero) by the
amourt of distributions made and the amount of the REMICs net loss altocated to the holder. Any disaltowed 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 ot loss to a holder ofa Residual Interest Seourity. If the amount of the payment execeeds 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
EXeess.

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, ifany, between the amount realized and the holder’s adjusted basis in the Residnal Interest Security at the time of the sale or
exchange. Except to the extent provided in Treasury regulations, wliich have not yet been issued, any loss upon disposition of a Residual Interest Security
will be disallowed ifthe sclling holder acquires any residual interest in 2 REMIC 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 inelusion” income
may 1ot be offset by other deductions or losses, including net operating losses, on the holder’s federal income tax return. Further, if the iolder of
Residual Interest Security is an organization subject to the tax onunrelated busipess income imposed by Code Section 511, the holder’s excess inclusion
incame will be treated as unrelated business taxable income of the holder. In addition, under Treasury regulations yet to be issusd, if a real estate
investment trust, a regilated investment company, a common trust fund, or cerfain cooperatives were to own a Residual Interest Security, a portion of
dividends (or other distributions) paid by the real estate investment trust, or otber entity, would be treated as excess inclusion income, If a Residual
Security is owned by a Non-U.8. Person, excess inclusion income is subject to tax at a rate of 30% which may not be reduced by treaty, is not eligible for
tweatment as “portfolio interest” and is subject to certain additional limitations. Please read “Tax Treatment of Foreign [nvestors.”

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 mininmun 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 minimnun taxable meome 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 nwist 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 Secutity, over the daily aceruals for the quarterly period of (i) 120% of the long term applicable federal rate on the Startup
Day muttiplied by (ii) the adjusted issue price of the Residual Interest Security at the beginning of the quarterly period. The adjusted issue price of a
Resichial Inferest at the beginning of cach calendar quarter will equal its issue price, caloul ated ir 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 amownt 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 Seourity having no economic value, the issue price will generally remain at zeto, and all income allocated to the Resicual Interest
Secuaity will be excess inclusions. The long-term federal rate, which is annowrtced monthly by the Treasury Departiment, is an interest rate that 15 based on
the average market yield of outstanding marketable cbligations of the United States government having remaining maturities i excess of nine years.

80~

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 oxganization, or any agenoy or instrumentality of any of the
foregoing, a rural eleetric or telephone cooperative described in Section 1381(2)(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 wiless the proposed
transferee shall have fuenished 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.

Ifa Residital Interest Security is transferred to a Disqualified Organizationin violation of the restrictions set forth above, a substantial tax can be
imposed on the transferor of the Residual Interest Secunity at the time of the transfer. In addition, if'a Disqualified Organization holds aninterest 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 Secwity, the pass-through entity will be required to pay an anmual tax on ts allocable share of the excess inclusion
income of the REMIC. If an “clecting 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 erttity that is fumished 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 Jarge 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 nnder the Code.

Under the REMIC Treasury regulations, if a Residual Interest Secutity is a “poneconoric 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 2 “noneconomic residual interest” unless, at the time of the transfer

o the present value of the expected future distributions on the Residual Interest Seourity at least equals the product of the present value of the
anticipated excess inclusions and the highest corporate income tax rate for the yeat in which the transfer cccurs, and

o the transferor reasonably expects that the transferee will receive distributions from the REMIC at or after the tirne 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 REMIC residual interest did not have impeding the assessment or collection of
tax as a significant purpose of the transfer ifit: () 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 (i) receives a representation from the {yansferee that the hransferee understands the tax obligations associated with
holding a residual interest and intends to pay those taxes as they come due.

-60-

Final Treasury regulations issued on July 19, 2002 (the “Final Regulations™) provide a safe harbor under which transfers of nonecenomuc residual
interests are treated as not disregarded for federal income tax purposes. Under the Final Regulations, a transfer of a noneconomic tesidual interest will nol
qualify wider 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, (if) future distribntions on the interest, and (iii) any
anticipated tax savings associated with holding the interest as the REMIC generates Tosses. For purposes of this calculation, the present value is caleulated
uging a discount rate equal to the applicable federal shoit-term rate.

The Final Regulations provide an additional safe harbor for fransfers of noneconontic residual interests to purchasers that are domestic, taxable C
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corporations (other than real estate investment trusts, regulated investment companies or REMICs). A transfer generally satisfics 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
finanicial reporting purposes exceed $100 million and its net assets for financial reporting purposes exceed $10 million, (2) the purchauser makes a written
agreement that any subsequent transfer of the interest will be to another taxable, domestic C corporation in a transaction that satisfics the safe harbor, and
(3) the facts and circurnstarices known to the transferar on or before the date of the transfer do not reasonably indicate that the taxes associated with the
tesidual interest will not be paid. For these purposes a transferor will be deemmed to know that the taxes associated with the residual interest will not be
paid if the amount of any inducement payment fo be made to the purchaser relative to the liabilities assumed reasonably indicates that the taxes associated
with Lolding the residual interest will niot be paid. In addition, the transfer must meet. the other conditions, described in the prospestus, requiring the
transferor to investigate the financial condition of the purchaser and get a staternent 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 ona net basis in the foreign
jurisdiction on the income associated with the rofieconomic residual interest are not eligible for safe harbor treatment.

The Final Regulations generally apply fo transfers of noneconcimic resical interests after February 3, 2000, and thus generally apply to transfers
of REMIC residual inferests should they be determined to be noneconotnic residual interests. The Pinal 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 REMIC residual interests.

If2 transfer of a Residual Interest Security is disregarded, the transferor would be liable for any Federal income tax imposed upon taxable incorne
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 assessiment or collection of tax. A similar type of limitation exists with respect fo 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 REMIC would be secondarily liable for the tax liability of its residual interest. Itis
unknown whether this provision will be enacted. Prospsctive investors in REMIC tesidual interests are encouraged to consult their own tax advisors
regarding proposed regulations and proposed legislation.

Mark to Market Rules. A REMIC Residual Interest Secuity acquired after January 3, 1995 cannot be marked-to-market.

Administrative Matlers
: The REMIC’s books must be maintained on a catendar 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 incorme, gain, loss, deduction, or credit, by the IRS in a upified administrative proceeding.

-91-

Tax Status as a Grantor Trust

General. As specified in the related prospectus supplernent, ifa REMIC or partnership election is not made, in the opinion of Andrews Kurth
LLP, special counsel to the depositor, the teust fund relating to a senes of securities will be classified for federal income tax purposes as a grantor trust
under subpart E, Part T of Subchapter J of chapter 1 of subtitle A of the Code and not as an association taxable as a corporation (the securities of the series,
“Pags-Through Securities™). Insome series there will be no separation of the principal and interest payments on the loans. Inthese circumstances, a holder
will be considered to have purchased a pro tata undivided interest in each of the loans. Tn other cases (“Stripped Securities”), sale of the securities will
produce a separation in the ownership of all or a portior of the principal payments from all or a portion of the interest payments on the loans.

Each holder must report on its federal income tex return its share of the gross income derived from the loans (not reduced by the amount payable
as fees to the trustee and the servicer and similar fees (collectively, the “Servicing Fes™), at the same time andin the same tnanner as the items would
have heerl reported under the holder’s tax accounting method Tiad it eld its interest in the loans directly, received directly its share of the amounts
received with respect fo the loans, and paid directly its share of the Servicing Fees. In the case of Pass-Through Secusities 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 tolder owns an interest. The holder of # 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 excesd 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 yeer for an individual whose adjusted gross income exceeds the specified amount (which
amonrt will be adjusted for inflation in taxable years beginning after 1990) will be recuced by the lesser of (i) 3% of the excess of adjusted gross incotne
over the specified arnount or (i) 80% of the amount of itemized deductions otherwise allowable for the taxable year.
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Discount or Premium on Pass-Through Securities. The holder’s purchase price of a Pass-Throngh Security is 1o 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 tmstee (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
Joans that it represents, becanse the securities, generally, will have a telatively uniforrn interest rate and other common characteristios. To the extent that
the portion of the purchase price of a Pass-Through Security allocated to a loan, other than to aright 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, tlie interest in the
loan allocable to the Pass-Through Security will be deerned to have been acquired at a discount or premium, respectively.

The treatment of any discount will depend on whether the discount represents OID or market discount. In the case of a loan with O1D in excess
of a presenbed de minimis amount or a Stripped Security, a holder of a security will be Tequired 1o report as interest income in each taxable year its share
of the amount of OTD that acerues during fhiat year in the manner described above. O1D with respect to a loan could arise, for example, by virtue of the
financing of points by the criginator of the loan, or by vitue of the charging of points by the originator of the loan in an amount greater than a statutory de
minimis exception, in cireumstances under which the points are not currently deductible pursuant to applicable Code provisions. Any market discount or
premitm on a loan will be includible in income, generally in the manmer described above, except that in the case of Pass-Through Securities, market
discount is caleulated with respect to the loans underlying the certificate, rather than with respeet to the security. A holder that acquires an inferestin a
Joan otiginated after July 18, 1984 with more than a de minimis amount of matket discount (generally, the excess of the principal amount of the loan over
the purchaser’s allocable purchase price) will be required to include accrued matket disconnt in income in the manner set forth above. Please read “—
Taxation of Debt Securities — Market Discount™ and “ — Premium” above.

92

In the case of market discount on a Pass-Through Secuity 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
cach principal payment in ordinary incomne at the time the principal payment is made. This treatinent would generally result in discount being included int
income at a slower 1ate fhan discount would be required to be included in income using the method desciibed in the preceding paragraph.

Stripped Securities. A Stripped 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 Stiip
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 alt of the principal payments restlts in the
creation of “stripped bonds™ with respect to principal payments and “stripped coupons” with respect to interest payments. The OID rules apply to stripped
bonds and stripped coupons. For purpeses 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 (assuning no
Prepayment Assurmption is required), any noti-de minimis discount arising from a subsequent transfer of the securities should be treated as market
discount. The IRS appears 1o require that reasonable servicing fees be calcufated ona loan by loan basis, which could result in some loans being treated as
having more than 100 basis points of interest stripped 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
Stripped Secuities 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 Reform 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 the Cash Flow Bond Method with respect to
Stripped Securities and other Pass-Through Seourities because it provides that this method applies to any pool of debt instruments the yield on which may
be affected by prepayments. Nevertheless, itis believed that the Cash Flow Bond Method is a reasonable method of reporting income for those securities,
andit is expected that OID will be reported on that basis, provided that the applicable prospectus supplement may provide for the reporting of OID onan
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 issne discount must be caleulated separately
for each loan underlying a seourity.

Under certain circumnstances, if the loans prepay at a rate faster than the Prepayment Assumption, the nse of the Cash Flow Bond Method may
accelerate a Holder’s recognition of income. If, however, the loans prepay at a rate slower than the Prepayment Assunption, in some circumstances the

use of this method may decelerate a Holder’s recognition of income.

In the case of a Stripped Security thatis an Interest Weighted Secwity, the trustee intends, absent contrary authority, to repost income to security
liolders as OID, in the mamer described above for Interest Weighted Securities.

03
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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 unstiipped undivided ownership interest in loans and an instaliment
obligation consisting of stripped principal payments;

» fhie non-Interest Weighted Securities are subject to the contingent payment provisions of the Contingent Regulations; or

» cach Interest Weighted Stripped secutity is composed of art unstripped undivided ownership interest in loans and an instaltment obligation
consisting of stripped inlerest payments.

Given the variety of alternatives for treatment of the Stripped Seexrities 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. 1n 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 camried over to
fhe seourities in these citcumstances. Pass-Throuigh Securities will be, and, although the matter is not free from doubt, Stripped Securities should be
considered to represent “veal 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 770 H)(19H(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 securilies 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 masket discount included in income and reduced by any payments received (other
than qualified stated interest payments) and any amortized prerium, Gain or loss recognized ona sale, exchange, ot redernption 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 1oss
realized on the sale or exchange of a Regular Interest Security will be taxable as ordirary 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
wold have been includible in the holder™s income if the yield on the Reglar Interest Security had equaled 110% of the applicable federal rate as ofthe
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 maxinum fax rate on ordinary income for individual taxpayers is greater than the maxirmum tax rate on long-term capital gains for
individual taxpayers. The maximum tax rate on both ordinary ineome and long-term capital gains of corporate taxpayers is 35%.

Miscellaneous Tax Aspects
Baclup Withholding. Subject to the discussion below with respeet trust funds as to which a partnership election is made, a holder, other than a
holder of 2 Residual Interest security, may, under certain circumstarices, 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 fo distributions or the proceeds of a sale of certificates to or through brokers
that represent interest or original issue discount onthe securities, This withholding generally applies if the holder of a security

» fails to furnish the trustee with its taxpayer identification mamber (“TIN™),
» furnishes the trustce an incorrect TIN,
« fails to report properly interest, dividends or other “reportable payments™ as defined in the Code; or

« under certain circumstances, fails to provide the trastee or the Lolder’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 payrents to certain exempt recipients
(such as exernpt 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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700 - 719

740 - 759

780 - 799
80
220 - 839

860 - 879

Credit Limit
Percentage of Cut-Off
Number of Ageregate Date Aggregate
Mortgage Qutstanding Outstanding Principal

Balauce

Loans Principal Balance

$-25

Credit Limit Utilization Rates

The credit limit utilization rates in the following table were determined by dividing the principal balances as of the Cut-Off Date by the credit
limits of the related HELOCs,

Percentage of Cut-Off

Number of Aggrepgate Date Aggregate
Morigage Outstanding Outstanding Principal
Range of Credit Limit Utilization Rates (%) Loans Principal Balance Balance

0-499

20.00 - 24.99
2
30.00 - 34.99
3
40.00 - 44.99
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50.00 - 54.99

60.00 - 64.99

70.00 - 74.99

80.00 - 84.99

90.00 - 94.99

Original Term to Maturity

Percentage of Cut-Off

Number of Aggregate Date Aggregate
Original Term to Maturity Mortgage Outstanding Outstanding Principal
{Months) Loans Princlpal Balance Balance

360

8-26

Remaining Term to Maturity

Percentage of Cut-Off
Number of Aggregate Date Aggregate
Remaining Term to Maturity Mortgage Qutstanding Outstanding Principal
Mont! Loans Principal Balance Balance
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5-27

Margins
The weighted average margin for the HELOCs as of the Cut~ Off Date was 1.584%.

Percentage of Cut-Off

Number of Aggregate Date Aggregate
Mortgage Outstanding Qutstanding Principal
Range of Margins (%) Loans Principal Balance Balance

-1.249 - -1.000

-0.499 - -0.250

0.001 - 0.250

0.501 - 0.750

1.001 - 1.250

1.501 - 1.750

5.501 - 5.750

$-28

Current Loun Rates

Percentage of Cut-Off

Number of Aggregate Date Aggregate
Mortgage Outstanding Qutstanding Principal
Range of Current Loan Rates (%) Loans Principal Balance Balance
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7.00] - 7.250

7.501 - 7.750

8001 - 8.250

8,501 - 8.750

9.00] -9.250

9.501 - 9.750

Maximum Loan Rates
Percentage of Cut-Off
Number of Aggregate Date Aggregate
Mortgage Outstanding Outstanding Principal
Maximum Loan Rate (%) Loans Principal Balance Balance

Initial Draw Period
Percentage of Cut-Off
. Number of Aggregate Date Aggregate
Initial Draw Period Mortgage Outstanding Qutstanding Principal
(Months) Lo rincipal Balance Balance

$-29
Remaining Draw Period
Percentage of Cut-Off
Number of Aggregate Date Aggregate
Remaining Draw Period Mortgage Outstanding Qutstanding Principal
(Months) Loans Principal Balance Balance
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Origination Year

Percentage of Cut-Off

Number of Aggregate Date Aggregate
Mortgage Qutstanding Qutstanding Principal
Loans Principal Balance Balance

Lien Position
Percentage of Cut-Off
Number of Aggregate Date Agpregate
Mortgage Qutstanding Qutstanding Principal

Lien Position

Loans

Principal Balance Balance

2nd Lien
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HELOC Terms
The general terms 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.

RFJIN_EX 18_00000264

0301



Minimum monthly payments will be requited 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 HELOC may be suspended or terminated or the borrower may be required to pay the entire balance
due plus all other accrued but unpaid charges immediately, if

o the botrower fails to make any 1'equifed payment by the due date;

+ the total outstanding principal balance including all charges payable excseds the credit limit;

» the borrower made any staterment or signature on any doeument which is fraudulent or contained a material misrepresentatiors,
« the borrower dies or becomes incompetent;

 the borrower beconies bankrupt or insolvent;

» the borrower becomes subject to any judgment, lien, attachment or an execution is issued agains{ the mertgaged property;

» the borrower fails to obtain and maintain required property insurance; or

« the horrower sells or transfers the mortgaged property or does not maintain the property.

Inn addition, the borrower’s right to make a draw under a HELOC may e suspended or a borrower’s oredit limit tay 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 oredit line. Notice of changes in the
applicable Loan rate are provided to the barrower with the billing statements, The monthly payment due dates for the HELOCs vary.

Interest acorued each month with respect to each HELOC adjusts based on the index, which is the prime rate published in The Wall Strest
Journal for the day that the loan tesets. If more than one prime rate is published, the highest rate will be used. All of the HELOCs are subject to maximum
loan rates specified in the Credit Line Agreements. No HELOC is subject to a minimuun loau rate or a periodic loan rate cap or floor.

Servicing Compensation and Payment of Expenses

With tespect to each Due Period, the servicing compensation to be paid to the servicer in respect of its servieing activities relating to the
HELOCs is referred to as the “Servieing Fee” and will be paid fram Interest Collections in respect of the HELOCs. The amount of the servicing fee is
equal to 0.50% per annum which is referred o 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 chaiges and other fees and charges, to the extent collected from borrowers, will be retained by the servicer as additional servicing compensation.

5-31

With respect to each payment date, the “Due Period” is the priar calendar month.

The servicer will pay ongeing expenses associated with the trust and incurred by it in conmection 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 incuts 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
tlie securities to receive any proceeds from the liquidation of the related mortgaged properly.

Assignment of HELOCs
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On or before the closing date, the seller will sell to the depositor and the depasitor will transter to the trust all of its right, tifle and intevest 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 morfgage loan schedule delivered to the indenture
{rustee. 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 frust 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 MeGraw- 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 fimne as assighments of mortgage or deed of trust are required to be prepared, the Seller will also segregate the mortgage notes from other documents
telating 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 L0 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 frustee within 90 days
following an event of servicer termination (“Event of Servicer Termination”). Events that conld 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-
termn senior unsecured debt being reduced below the Assignment Preparafion Trigger or (b) an Event of Sesvicer 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 frustee and the Note Insuter are delivered to the indenture frustee and the Note Inswrey 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 HELOGs.

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 1otes or the mortgage loan documents required to be reviewed pursuant to the sale and servicing agreement, as applicable, in each case within
60 days of the related delivery. If the indenture trustee, or the custodian on belialf of the indenture trustee, inds that any docwment 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
trustec to the seller, the seller will be obligated to repurchase the HELOC as described in the following paragraph.

§-32

The seller will make representations and warranties as to the accuracy in all material respeots of information fumnished to the indenture trustee
and the trust with respect to each HELOC. Inaddition, 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, title and interest in each HELOC and the related documents, free of any lien,
subject to exceptions; (2) eacl HELOC was generated under a Credit Line Agreement that complied, at the fime of origination, in all matexial respects
with applicable state and federal laws including but not limited to applicable local, state and federal predatory and abustve 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 & HELOC, the selter 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) depositthe Purchase Price (as defined below) into the collection acoount or, (ii) direct that the defective HELOC be retransferred
to it and that the fransferor interest be reduced by the principal balance and accrued interest on the defective HELOC and the selter will be required to
deposit the balance of the Purchase Price in the coflection 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 lien 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 1o 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 acorued 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 HELOC” is a HELOC substituted by the scller 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 aceount 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 inpaired, and paywents to you
could be delayed and, if the Note Insurer fails to perform under the Policy, reduced. For instance,

» 2 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 fstee’s interest in the HELOCs may not have priosity over any
person or entity that acquires possession of the mortgage notes;

« 3 tax, governmental, or other nonconsensual lien that attaches to the property of the seller or the depositor could have priotity over the interest
of the depositor, the trust, and the indenture trustee in the HELOCs,

the administrative expenses of a conservator or recejver for the seller could be paid from collections on the HELOCs before the depositor, the
trust, or the indenture frustee receives any payments; and

*

»

if insolvency proceedings were commenced by or against the servicer, or if certain lime 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.

Conservatorship or Receivership

The seller iz chartered as & national banking association and is regulated and supervised by the Office of the Comptroller of the Curtency, which
is required o appoint the Federal Deposit Insurance Corporation {the “EPIC™) as conservator or receiver for the seller if certain events ocour 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 freat 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
Depasit Insurance Act, as amended by the Financial Institutions Reform, Recovery and Enforeement Act of 1989 (the “FDIA™), to reclaim, recover, of
recharacterize a financial institution’s transfer of financial assets such as the HELOCs if (1) the transfer involved a securitization of the financial assets and
meets specified conditions for treatment as a sale under relevant accounting principles, (it) 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 infentions, and (iv) the financial assets were not transferred fraudulently, in contemplation of the financial institution’s insolvency, or with the intent
to hinder, delay, ot defraud the financial institution or its creditors. The seller’s transfer of the HELOCs and the purchase agreement are intended to satisfy

" all of these conditions.

1f one or more conditions required under the FDIC’s regulations were found not to have been met, however, the FDIC could reclaim, recover, o
recharacterize the seller’s transfer of the HELOCs. 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,
toreover, 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 Teclaim, 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, (i)
the depositor, the trust, or the indenture trustee were required to comply with the claims process established under the FDIA in order to collect paymients
on the HELOCs, (iii) the FDIC were to request a stay of any action by the depositor, the trust, or the indenture trustee to enforee the purchase agreement,
the sale and servicing agreement, the administtation 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 of otherwise service the
HELOCs o to provide administrative services to the depositor or the trast.

The depositor is a wholly-owned subsidiary of First Herizon 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 butto its subsidiaries as well. {f the depositor were
found to have viclated any of these provisions or regulations, payments to you could be delayed and, if the Note Insurer fails to performnder the Policy,
rechiced. 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 intetim or permanent basis. Although sfeps have been taken to minimize this risk, the FDIC could argne that;

o fhe assets of the depositor (including the HELOCs) constitute assets of the scller available for liquidation and distribution by a conservator ot
receiver for the seller;

» the depositor and its assets (including the HELOCs) should be substantively consalidated with the seller and ils 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 institation.
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Ifthese 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 ot 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, (if) to pravent, limit, or require the early liguidation of
HELOCs and termination of the trust, or (i) to require, prohibit, or Jimit the continued transfer of HELOCs. Furthenmore, 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 (it) could authorize the sefler to stop servicing the HELOCs ox administering the depositor or the trust. If any of these
events were to ocour, payments to you could be delayed and, if the Note Insurer fails to perform under the Policy, reduced.

Optional Transfer of HELOCs to the Seller

Upan notice to the Note Insurer and subject to the conditions of the sale and servicing agresment, 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 notebolders.
Except upon a breach of a representation or warranty, the seller will randomly select the HELOC: to be removed. HELOCs to be removed will only be
removed upon satisfaction of conditions specifiedin the sale and servicing agreement, including:

« the seller representing and werranting that no selection procedures which are adverse to the interests of the noteholders or the Note Insurer
were nsed by the seller in selecting the HELOCS to be removed,

» no Rapid Amortization Event has ocourred or will occur as & restlt 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 zmount 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 Yaork, as indenture trustee. The
following summaries describe provisions of the notes and the indenture. The summaries do not purpott to be complete and are subject to, and qualified in
thieir entirety by reference to, the provisions of the applicable agreement. As used in this prospectus supplement, agresment 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 indenfure trustee. :

Book-Enfry 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, société anonyme
(“Clearstream”) or Euroclear Bank S.A/N.V. (“Euroclear”) in Europe if they are participants af those systerus, or indirectly through orgarnizations
which are participants in those systemns.

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. Clearstreamn and Buroclear will hold omnibus
positions on behalf of their participants through customers’ seowities accounts in Clearstream’s and Euroclear’s names on the books of their respective
depositaries, which in tum will hold positions in customers” securities accounts in the depositaries’ names on the books of DTC. Citibank N.A. will act as
depositary for Cleatstream and The Chase Manhattan Bank will act as depositary for Euroclear. Beneficial owners will not be noteholders as that termis
nsed in the indenture. Beneficial owners are only permitted to exercise their rights indirectly through the participating organizations that nse the services of
DTC, inchuding 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 ownezship of a book-entry note will be recorded on the records of the brokerage firm, bark, 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 nota participant of DTC, and the records of
Clearstream or Euroclear, as appropriate.

Payments on the notes and transfers of the seciwities take place through book- entry notations. The indenture trustse makes payments to the
holding depository, which in turn makes payments to its participants. The participants wilt then, in tumn, credit the payments to the accounts of beneficial
owners either directly ar througlt indirect participants. Consequently, beneficial owners of the book-entry niotes 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 ihe notes are made similarly through book-entry notations. Each beneficial owner instructs its financial intermediary of the
transaction, and the infarmation is eventually passed on to the holding depository. Each financial infermediary 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,
Clearsiream participants and Euroclear participants will ocour in accordance with the rules and operating procedures of each depository. For information
on transfers between depositories, see “Annex F—~Global Clearance, Settlement and Tax Documentation Procedures” at the end of this prospectus
supplement.

DTC has advised the depositor as follows: DTCis a limited-purpose trust company organized under the New York Banking Law, a “banking
organization” within the meaning of the New York Banking Law, & merrtber of the Federal Reserve System, a “clearing corporation” within the ieaning of
the New York Uriform Commercial Code and a “clearing agency” registered pursuant to the provisions of Section 17A of the Secwrities Exchange Actof
1934, as amended. DTC holds securities that its participants deposit with DTC. DTC also facilitates the setfiement among DTC participants of securities
transactions, such as transfers and pledges, in deposit securities through electronic computesized book-entry changes in DT C participants” accounts, which
eliminates the need for physical movements of secutities. 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
aceess to the DTC systern is available to others such as bariks, brokers and dealers and trust companies that clear through or maintain a custodial
relationship with a DTC participant, either directly or indirectly.

Clearstrearm was incorporated as a limited liability company under Luxembourg law. Clearstream is owned by Cedel International, société

" anonyme and Deutsche Borse AG. The shareholders of these two entities are bariks, securifies dealers and financial institutions. Clearstream holds
securities for its participants, or participating organizations, and facilitates the clearance and settlement of securities transactions between Clearstream
participants through electronic book-entry changes in accounts of Clearstream participants, eliminating the need for physical movement of notes.
Transactions may be setfledin Clearstream in any of 31 currencies, including United States doltars. Clearstream 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, Clearstream is regulated by the
Luxembourg Commission for the Supervision of the Financial Sector. Clearstream has established an electronic bridge with the Furoclear Operator to
facilitate setttement of trades between Clearstream and Euroclear. Clearstream participants are recognized financial institutions around the woild,
including underwriters, securities brokers and dealers, banks, trust campanies, 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 orindirectly. Inthe United States, Clearstream customers are limited to securities brokers and dealers and banks, and may
include the underwriters for the book-entry notes. Cleasstream is an indirect participant in DTC.

5-36

Euroclear was created in 1968 ta hold securities for its paticipants 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
simultancous transfers of securities and cash. Transactions may be setfled in many curencies, including U.8. dollars. In addition to safekeeping (custody)
and sscurities clearance and settlement, the Euroclear system includes sccurities lending and borrowing and interfaces with domestic markets in several
countries generally similar to the arrangements for cross-tnarket transfers with DTC. Euroclear is operated by Euroclear Bank S.A./N.V., under contract
with Ewroclear Clearance System ple, a UK corporation (“Euroclear Clearance System”). All operations are condiicted 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
Burodlear Clearance System establishes policy for Euroclear on behall of Euroclear participants. Enroclear participants include banks (including central
banks), securities brokers and dealers and other professional financial intermediaries and may include the underwriter specified in fhis progpectus
supplement. Indirect access to the Buroclear system is also available to other firns that clear through or maintain a custodial relationship with a Euroclear
paticipant, cither directly or indirectly. Etroclear is an indirect participant in DTC.

The Buroclear 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 goveming use of Euroctear and the related operating procedures of Buroclear and applicable Belgian law govern
securifies cleatance accounts and cash accounts with the Euroclear Operator. Specifically, these terms and conditions goverrt:

» transfers of securities and cash within Euroclear,
» withdrawal of securities and cash from Euroclear; and
o receipts of payments with respect to securities in Euroclear.

All secutities in Buroclear are held on a fungible basis withont atfribution 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 of relationship with persons holding
securities through Ewroclear participants.

Distritutions with tespect to book-entry notes held beneficially through Euroclear will be credited to the cash accounts of Euroclear participants
in accordance with the Ewoclear Terms and Conditions, to the extent received by the Euroclear Operator and by Euroclear.

Distributions with respect to the book-entry notes held bereticially through Clearstream will be credited to cash aceounts of Clearstream
customers in accordance with its rules and procedures, to the extent received by Clearstream.

Tifle to book-entry noles will pass by book-entry registration of the transfer within the records of Euroclear, Clearstream or DTC, as the case may
De, in accordance with their respective procedures. Book-entry notes may be transterred within Euroclear and within Clearstream and between Euroclear
and Clearstream in accordance with procedures established for these purposes by Euroclear and Clearstream, Lixembourg. Book-entry notes may be
tansferred within DTC in accordance with procedures established for this purpose by DTC. Transfets of book-entry notes betweer Euroclear and
Clearstream and DTC may be effected in accordance with proceduses established for this purpose by Euroclear, Clearstream and DTC.

: Initial settlement for the book-entry notes will be made in immediately available fands. Secondsary market trading between DTC participants will

oceur in the ordinary way in accordance with DTC rules and will be settled in immediately available fonds. Secondary matket trading between Euroclear
participants and/or Clearstream participants will oceur in the ordinary way in accordance with the applicable rules and operating procedures of Euroclear
and Clearstrearn and will be setfted using the procedures applicable to conventional Eurobonds in immediately available funds.

Cross-market transters 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 cleating
system by its respective depositary in the United States. However, those cross-market transactions will require delivery of instructions to the relevant
Enzopean international clearing system by the counterparty in such system in accordance with its rules and procedures and within its established deadlines
(Burapean time). The relevant European intemational clearing system will, if the transaction meets its settlement requirements, deliver instructions to its
U.S. depositary to take action to effect final setflement onits 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 setdernent applicable to DTC. Euraclear participants and Clearstream paticipants may

1ot deliver instructions directly to their respective depositaries in the United States.

Recause of time-~zorle differences, credits of book-ertry notes received in Euroclear or Clearstream as a result of a transaction with a DTC
participaut 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 Enroclear or Clearstream participants on that business
day. Cash received in Euraclear or Clearstream as a result of sales of book-entry notes by or through a Euroclear pasticipant 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 obligation to perform or continue to perform the procedures and the procedures may be discontinued
at anytime. 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 supplerment.
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
intermediasies to whase DTC aceounts the book-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
halders 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. Clearstream or
{he Buroclear 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 inay take actions, at the direction ofits participants, with respect to some notes which conflict with actions taken
with respeot 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-eniry 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 writing 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.

§-38

Upon the occurrence of any of the events described in the immediately preceding paragraph, the indenture trustee will be required to notify all
Deneficial owners of the occurrence of the event and the availability through DTC of definitive securitics. 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 aulhenticate 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 secwities among
participants of DTC, Clearstream and Euroclear, they are under 1o 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:
H to the Note Insurex, the premium due for the Policy;
2) to the noteholders, accrued interest and any overdue acerued 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 inourred during the preceding calendar month and the
Investor Charge-Off Amounts incurred during previous periods that were not subsequently finded by Tnvestor Interest Collections,
overcollateralization or draws under the Policy;

{4) to the Note Insuser, 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 O/C amount;

6) to the Note Insurer, any other amounts owed to the Note Insurer pursuant to the Inswance Agreemernt,

O] {o the noteholders, any carryover interest amounts from prior periods when the rate at which interest on the notes was caloulated at the

Maximum Rate, with interest accrued thereon at the note rate computed without regard to the Maximum Rate (such carryover interest
arnounts are referred to as “LIBOR Carryover Interest Shortfalls”); and

(8) to the owner of the transferor interest, any remaining amounts.
B. Principal Collections:

(1) to the noteholders, the lesser of the cutstanding principel balance of the notes and the Investor Principal Distribution Amount,
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(2) to the Note Insurer, as reirubursement for prior draws under the Policy and any other amounts owed 1o 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.

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 (if) any mortgage loan that is more than 180 days past due.

The “Closing Date™ is [ ], 200{ .

The “Excess O/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 O/C Amount; provided, however, that following the occurrence
ofa Rapid Amortization Event the Excess O/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 Petiod (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 HELOCSs and allocated to interest
{n 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 ar 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 Amount on the Closing Date reduced by (i) the aggregate amount of Investor
Principal Distiibution Amounts (before taking info account O/C Reduction Amounts) ip to and including the related payment date and (ii) the aggregate of
Investor Charge-OIf Amounts up to and including such payment date. The Invested Amount on the Closing Date will be $[ ].

The “Investor Charge-Off Amount” for any payment date is the Floating Allocation Percentage of Charge-Off Amourits incurred chiring 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[ },
urless 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 a1l 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 ocourred, is équal to all Principal Collections received during the related Due Period. In each case
such amount will be reduced by the O/C Reduction Amount,

“Net Interest Collections? is an amonnt 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, inswance proceeds, reduced by related expenses.
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The “O/C Reduction Amount” for a payment date is the lesser of the Excess O/C Amount for such payment date and the Investor Principal
Distribution Amount for such payment date (before taking info account the O/C Reduction Amount).

The “payment date” in each month will be the 25th day of the morth 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 HELOC:s 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 anty Substitution Adjustment Amournts paid during the preceding Due Period.

The “Specified O/C Amount” is the amount set forth in the sale and servicing agreement.

Interest

Note Rute, Interest will accrue on tlie unpaid principal balance of the notes diing the related Interest Period at the {esser of (i) a floating rate
equal to LIBOR plus [ ]% and (ii) the Maximum Rafe. 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 pay interest on any notes on a payment date and
that continues for five days constitutes an event of default under the indenture.

The “Maxinnn Rate” for any paymient 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 caloulated, the rate at which the premiwun on the Policy is caleulated and 25 basis points, for each mortgage
loan, weighted on the basis of the related Principal Balance of each HELOC on the first day of the related Due Period and converted to a rate based on
actual days/360, multiplied by (if) 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 onany day is equal to the Cut- Off Date principal balance of the HELOC, plus (i) any additional balances
transferred to the trust in respect of the HELOC, minus (ii) all collections credited against the principal balance of the HELOC in accordance with the
retated 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 2., 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 barks 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
tequest the principal London office of each of the reference banks to provide a quotation of its rate. If at least two such qnotations are provided, the rate
for that LIBOR Determination Date will be the arithretic 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 respet 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 (i) a day on which banking institutions in the State of New York
orin the ¢ity of London, England are required or authorized by law to be closed.

S-41

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 Amowunt” means, with respect to any payment date, the sum of (i) the excess, if any, of (@) the accrued interest on the notes,
excluding any current interest shortfatls 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 amownt available for interest distributions on the notes o1 such payment date,
including, without limitation, from amounts on deposit in the distribution account and (ii) the Guaranteed Principal Amount.
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“Final Payment Date” means [ 1, 200] ].

“Guaranteed Principal Amoust” 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 Payiment 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 Payment” meaus (i) as of any payment date, any Deficiency Amount and (ii) any Preference Amount.

“Notice” means the telephonic or telegraphic notice, promptly confinmed in writing by fa csimile substantially in the form of an exiubit
to the Palicy, the original of which is subsequently delivered by registered or cerfified mail, from the indenture frustee specifying the Insured
Payment which shall be due and owing on the applicable payment date.

“Choner” means each noteholder who, on the applicable payment date, is entified under the terms of the notes to payment thereunder.

“Preference Amount” means any amourt previously distributed to an Owner on the notes that is recoverable and sought to be recovered
as a voidable preference by a trustee in bankruptey pursuant to the United States Bankruptey Code (11 U.S.C.), as amended fiom time fo time in
accordance with a final nonappealable order of a court having compstent jutisdiction.

The Note Insurer, in econsideration of the payment of a premium and sabject 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 sucoessots, as
indenture trustee for the noteholders, on behalf of the noteholders, for distribution by the paying agent, to each Owner of that Owner’s proportionats share
of the Inswred Payment.

The Note Tnsurer’s obligations under the Palicy, 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 proper}y applied by the indenture trustee. Insured
Payments will be paid only at the time set forth in the Poliey, andno accelerated Insured Payments will be paid segardiess 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, i1f 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 in respect of any liabitity for withbolding 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 Payinent that is a Preference Amount on the business day following receipt ona business day by the Note
Insurer’s fiscal agent of the following:

« a certified copy of the order requiring the retutn of a preference payrent,
» an opinion of counsel satisfactory to the Note Insurer that the order is final and 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 instruments 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 bankruptey named i the final order of the court exercising
jurisdiction on behalf of the noteholder and not to any noteholder directty unless the noteholder has returned principal or interest paid on the notes to the
receiver or trustee in bankruptey, 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 safisfactory to the Note Insurer.

The Note Insurer will pay any other amount payable under the Policy 1o later than 12:00 p.m., New ¥ otk time, on the later of the payment date
on which the related Deficiency Amount is due o1 the second business day following receipt in New York, New York on a business day by U.S. Bank
Trust National Association, as fiscal agent for the Note Insurer or any sucsessor fiscal agent appointed by the Note Insurez, 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 pm.,
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New York time, on that business day, it will be deemed to be received onthe following business day. 1f any notice received by the Note Insurer’s fiscal
agent is not in proper form or is otherwise insufficient for the purpose of making & claim under the Policy, it will be deemed not to have been received by
the Note Insurer’s fiscal agent for the prrposes 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 indentire
trnstee, 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.

Subjet to the terms of the indenture, the Note Insurer will be subrogated to the rights of each noteholder fo 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 olherwise definedin the Policy shall have the meanings set forth in the indenture as of the date of
excoution of the Palicy, without giving effect to any subsequent amendment or medification 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 1o the
conflict of laws principles thereof.

$-43

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 50 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 rights acquired by subrogation, assignment o otherwise.

Rapid Amortization Events
A “Rapid Amortization Event” is any of the following events:

(a)  NetInterest 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 faiture continues for a period of five business days;

(t)  the occurrence of certain events of insolvency with respect to the trust or the depositor,

(¢)  the ocomrence of a draw under the Policy which remains unretimbursed for a perfod of 90 days;
(&)  the occurrence of an Event of Servicer Termination,

(e) the tnust becomes subject to regulation by the Commission as an investiment company within the meaning of the Investment Company Act
of 1940, as amended; and

(O for any calendar month, cummulative losses wilh respect to the HELOCSs as a percentage of the aggregate Principal Balance of the HELOCs,
as of the Cut-OfF Date, exceeds the cumnulative loss percentage specified in the table below:

Cumulative Loss Percentage

Months Cumulative Loss
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If any event described in clause (a) or (d) oceurs, a Rupid Amortization Event will occur only if, after the applicable grace period, either the
indenture trustee, the Note Insurer, or the noteholders holding notes evidencing mare than 51% of the agpregate 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, o the noteholders)
declare that a Rapid Amortization Event has oceurred. If any event described in clauses (b), (©), (&) or (f) oceurs, a Rapid Amortization Event will ocour
without any notice or other action on the part of the indenture trustee, the Note Insurer or the noteholders irnmediately on the oceurrence of such event.

Notwithstanding the foregoing, if a conservator, receiver or trustee-in-bankruptey is appointed for the servicer or depositor and no Rapid
Amortization Event exists other than the conservatorship, receivership or insolveney of the depositor, the conservator, receiver or trustee-in-bankruptey
may have the power to prevent the commencement of a Rapid Amortization Event.

S-44

Termination of Trust

The trust will terminate on the payment date following the later of (2) payment in firll of all amounts owing to the Note Insurer, unless the Note
Insurer shall otherwise consent, and (b) the eatliest 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 xight to purchase the HELOCs as described below under “Optional Termination™,

Optional Termination

The HELOCs will be subject to aptional 1epurchase 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 (1) the fair market value of the HELOCs and (i) the
unpaid principal balance of the HELOCs plus acerued 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, 2 statement setting forth
for the notes, among other things:

Q) 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 Petiod, the original principal balance of the notes and the Pool Balance of the mortgage loans on the
Cut-Off Date;

(i1) The aggregate amount of Interest Collections and Principal Collections;

(1) The amount of Investor Intetest Collections and the Investor Principal Distribution Amount;

(iv) The note rate onthe notes for such payment date;

W) The nuraber of days in the related Interest Period;

(vi) The aggregate amount of additional balances that were conveyed to the trust during the related Due Peried;

(vi1) The aggregate Prinsipal 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;

(viir) The aggregate amount required to be paid by the seller in respect of repurchases and substitutions of HELOCs;

@ix) ‘The amount fo be paid on the notes as interest for the related payment date and the amount to be paid onthe notes as

principal for the related payment date;
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(%) The amount, if any, of the outstanding LIBOR Camryover Interest Shotfall after giving effect to the payments on the related
payment date;

(x1) “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;

(xil) The amount of any LIBOR Carryover Interest Shortfall paid on such payment date and remaining LIBOR Carryover
Interest Shortfalls;
5-45
(ai1) The amount to be paid to the owner of the transferor inferest in respect of the related payment date;
(xiv) Tle weighted average of the loan rates and the weighted average of the maximum loan rates for all of the HELOCs,

weighted o the basis of the Principal Balances of all of the HELOCs at the end of the related Due Period;

o) 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;
(xvii) 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 avercollateralization (after all

distributions on that payment date), the O/C Reduction Amount, the Excess O/C Amountand the Specified O/C Amount for the payment date;

(xix) The amount of Interest Collections to be paid as principal to the noteholders on such payment date;

(xx) The nusber of HELOCs outstanding at the beginning and at the end of the related Due Period;

(xxi) The Pool Balance as of the end of the retated Due Period;

(xxil) The munber 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 forectosure but have not yet been lquidated as of the end of the preceding
Due Period, (C) that are in foseclosure and (D) with related borrowers that are the subject of any bankruptey or insolvency procecding;

(riil) The Net Recoveries received during the related Due Period,

(xxiv) The cummlative Investor Charge-Off Amount and the Investor Charge-Off Amount incurred during the related Due
Period;

(xxv) The number and aggregate principal batance of HELOCs that have exercised their fixed rate conversion option; and

(xocvi) Whether a Rapid Amortization Event has occurred and, if so, speeifying the Rapid Amortization Events.

Inthe case of fhe aggregate amount of Principal Collections received during the related Due Pesiod, the amount paid on the notes as interest for

the related payment date, the amount paid on the niotes 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 amwal 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 aceount 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 onthe
HELOCS as part of its general funds until the business day prior to the related payment date. The servicer will be permittedto do this so long (i) as the
rating ofits short-term debt obligations ate at least “A-1" by S&P and “P-1" by Moody’s and (i) no Event of Servicing Termination has occurred which
has not been cured. During this period the servicer will record on a loan payment recard 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 ovner trustee and the indenture trustee of the amount of coltections 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 wilt 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 Cotumbia (or any domestic branch of a foreign bank) which af all times (a) has a short-texm unsecured debt rating of “P-1” by
Moady’s, (b) has a short-term unsecured debt rating of “A-1” by Standard & Poor’s and (¢) has its accounts fitlly insured by the Federal Deposit Insarance
Corporation o maintains trust accounts in a fiduciary capacity, or (2) any other institution that is aceeptable to cach rating ageney. If so qualified, the
indenture trustee ot 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 fimited 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 taw, 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 imit 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 senicr mortgage on any morigaged 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
otiginated, or (i) 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 Insarance

The sale and servicing agreement provides that the servicer will maintain hazard inswance onthe 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 & HE LOC acquired upon foreclosure of
a HELOC, or by deed in e of foreclosute, 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 oufstanding balance of the HELOC plus the outstanding batance on any mortgage loan senior to the HELOC at the
time of foreclosire or deed in lieu of foreclosire, 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 inifially satisfy these requirements by
maintaining a blanket policy. As set forth above, all amounts callected by the servicer, net of any reimbursements to the 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.
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The standard form of fire and extended coverage policy typically covers physical damage 10 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 palicies 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 rof, vermin, rodents, insects or domestic animals, theft and, in some cases vandalism. The foregoing list is merely ndicative
of kinds of uninsured risks and is not intended to be all-inclusive or an exact desoription of the insurance policies relating to the mortgaged properties.

Realization Upon Defaulted Mortgage Loans

The servicer will foreclose upon or otherwise comparably eonvert to ownership mortgaged praperties securing the HELOCs that come into
default when in accordance with applicable servicing procedures under the sale and servicing agreerment, no satisfactory arrangements can be made for the
collection of delinquent payments. Int connection with foreclosure or other conversion, the servicer 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,
foreclosire, 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 [ 1, 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 matenal 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[ J, the sexvicer will furnisha report prepared bya firm of nationally recognized
independent public accountants (who may also render other services to the servicer) 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:

) any failure by the servicer to deposit in the callection 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 prineipal

balance;

(i) the failure by the servicer to make any required servicing advance, which failuie 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 Instwer and contimued 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 insclvency, readjustment of debt, marshalling of assets and liabilities or similax proceedings relating to the
servicer and certain actions by the servicer indicating insolveney, 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 ocourrence of a draw under the Palicy which remains unreirnbursed 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
servieer 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 cbligations of the servicer under the sale and servicing agreement and in and to the
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HELOCs 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 (inchnding, without limitation, acting as custodian for the mortgage loan files) and will be entitled to the compensation arrangeinents
and reimbursements provided in the sale and servicing agreement. In the event that the indenture trustee is wwwilling or unable to act as servicer, it may
with the consent of the Note Insurer, and will, at the direction of the Note Insurer appoist, 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 wiless prohibited by law. Such suceessor will be entitled to receive the
compensation and reimbursernerts provided in the sale and servicing agreement (or such other compensation as the trust and such successor may agree). A
teceiver of 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 desoiibed in clause (iii) under “Events of Servicing Termination.”

Amendment

The sate and servicing agreement may be amended from time to titne by the services, the trust and the indenture trustee, with the consent of the
Note nsurer, 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 wnder 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 of for errors in judgment; provided,
however, that neither the sexvicer 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 surmmary 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 onany note;

a default in the payment of the unpaid principal balance of the notes on the maturity date for the notes;

-

2 default in the observance or performance of any covenant or agreement of the trust made in the indenture or the sale and servicing agresment
and the continuation of the default for a period of 30 days after notice of the default is given to the frust by the imdenture trustee or to the trust
and the indenture trustee by the holders of at least 51% in prineipal amount of the notes then outstanding;

*

*

any representation or wartanty made by the frust in the indenture, the sale and servicing agreement or in any certificate delivered under the
indenture having been incotrect in a matesial tespect as of the ime made, and thie 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 bankiuptoy, insolvency, teceivership 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 fo 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 inn the oscurrence of an event of default until the
maturty 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
inferest will acorue on the unpaid interest at the interest rate on the note, to the extent lawful until the interest is paid. The additional interest onunpaid
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 ona note, interest will
conttirue to accrue on the principal at the interest rate on the note until the principat is paid. i an event of default should occwr and be contimung with
tespect to the notes, the Note Insurer, the indenture frustee 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 circurnstances, be rescinded by the holders of a majoity in principal amount of the rotes 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 contimiing with respect to the notes, the indenture trustee will be wider 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 labilities 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 sore cases, waive any default with respect to the defanlt, except a
default in the paymert of principal or interest or a default in respect of a covenant or provision of the indenture that cannot be inodified without the waiver
or consent of all the holders of the outstanding notes.

No holder of a note will have fhe 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 wiitten 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 indemmty,
« 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 trustes and the noteholders, by accepting the notes, will covenant that they will not at any time institute against the trust
any bankruptey, reorganization or other proceeding under any federal or state bankvupicy or similar law.

With respect to the trst, neither the indsnture trustee nor the owner trustee in its individual capacity, nox 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 frust 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 occured and be continning immediately after the merger or consolidation,

o 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 frust has received an opinion of counsel to the effect that the consolidation or
merger would have no 1material adverse tax consequence to the trust or to any noteholder.

The trust will not, amnong other things:
« exoept as expressly permitted by the indenture, sell, transfer, exchange or otherwise dispose of any of the assets of the fiust,

« claim any credit on or make any deduction fior 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 trust;

L 4

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
Tespect to the notes under the indenture exccpt as may be expressly permitted by the indenture;

*

permit any lien, charge excise, claim, security interest, mortgage or other encumbrance ta 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
frust;

L

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 incurted under the notes and the indenture.

$-51

Annual Compliance Statement

The trust will be required to file annually with the indenture trustce a writlen staterment 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 fo continue as indenture trustee ynder the indenture, any amonnts advanced by it under the indentuze, 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
teported, but if none of those changes have ocenrred, 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.

Maedification of Indenture

With the consent of the Nate 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 provisiors to, change in ary manner of 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 arnty instaliment of principal of or interest on any nofe or reduce the principal amount of any note, the interest rate
specified on any note or the redemption price with 1espect 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;

itnpair the right to institute suit for the enforocement 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,

dectease 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 ammount of the notes necessary to amend the indenture or other related agreementts; or

L4

» permit the creation of any lien ranking prior to or on a parity with the lien of the indenture with respect to ary 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
fiolder 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
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consent of the noteholders, for the purpose of, among other things, adding any provisions to or changing in any manmner of eliminating any of the
provisions of the indenture or of modifying in any manner the rights of the noteholders; provided that the action witl not materiatly 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 opimon of counsel is received to that effect orif the rating agencies confirm in writing that such amendment would not result in & 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 noteholtders, permit the trust to:

o modify the definition of “Eligible Investments”™ {except as provided in the indenture to expand the types of Eligible Investments specifiedin
that definition);

o enter into a derivative contract for the benefit of the noteholders; or

o increase the transferor’s discrefion in the selection of accounts to be ransferred 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 Tioteholder consent of any supplemental indentuge 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 confirm in waiting that such amendment would not result in a reduction of the

ratings then assigned to the notes.
Voting Rights

At all times, the voting sights 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.

Matters Regarding the Indenture Trustee, the Depositor and the Seller

Subject to limitations set forthin the indenture, the indenture trustee and any director, officer, employee or agent of the indenture trustes shall be
indemnified by the trust and held harmless against any loss, Hability or expense incurred in connection with investigating, preparing to 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
dities ninder 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 texms of the trust agreement.

Amendment

The trust agreement 1may be amended by the setler, the depositor and the owner trustee with the consent of the Note Insurer, but without consent
of the noteholders, to cure any arabiguity, to comrect or supplement any provision ot for the purpose of adding any provisions to or changing in any manner
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 ofany noteholders or the Note Insurer. Any such
proposed amendraent will be deemed to ot 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 1ot result it a reduction of the ratings then assigned to the notes, without giving effect to the
Policy. The trust agreement may also be amended by the seller, the depositor and the owrter 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 o eliminating any of the provisions of the trust agteement or modifying in any marmez the tights 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 evidenc ed by an opinion of counsel or an affirmation of the ratings of the notes, without giving effect to

fhe 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 in 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 incuired in connection with investigating, preparing to defend or defending any legal action, commenced or threatened, relating to the
trust agreement othes than any loss, liability or expense inourred by reason of willful matfeasance, 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, wilt enter into the admiristration 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[]-1 J.

THE OWNER TRUSTEE

Wilmington Trust Company is the owner trustee under the trust agreement. The mailing address of the owner frustee is Rodney Square Noxth,
1100 North Market Street, Wilmington, Delaware 19890-0001, Attention: Cotporate 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 partrership 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 encotrage prospective investars to consult their tax advisors concerning the tax consequences to
them of an investment in notes.

For a discussion of the tax treatment of interest, original issue discount, market discount, and bond preminu on the notes, see “Material Federal
Income Tux Consequences - Taxation of Debt Securities™ in the prospectus.

1f the note tate for any payment date is limited to the Maximum Rate, a beneficial owner of notes will become entitled to receive LIBOR
Clarryover 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 accrues on the nofes in excess of the Maximum Rate will be deferred, and, as a result, some or all of the interest accrued on
the notes may 1ot be freated as “qualified stated interest” as that term is defined in the prospectus under “Material Federal Incorne Tax Consequences -
Taxation of Debt Securities - Interest and Acquisition Discount.” If stated interest paymenls 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.

Itis 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.

RFJN_EX 18_00000284

0321



Solely for purposes of accruing original issue discount and market discount, if any, and for pusposes of amortizing any bond premium, the Sale
and Servicing Agreement will set forth & 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” it the prospectus.
STATE TAX CONSEQUENCES

T addition to the federal income tax consequences described above in “Federal Income Tax Consequences,” potential investars should consider
the state income tax consequences of the acquisition, ownership, and disposition of the notes. State incore tax law may differ substantially from the
corresponding federal tax law, and this discussion does not purport to describe any aspect of the incorre tax laws of any state. Therefore, we suggest that
potential investors conswlt their own tax advisors with respect to the various tax consequences of investments in the securities.

ERISA CONSIDERATIONS

Section 406 of the Employee Retiremnent 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 ar other retirernent arrangement, including an individual retirement
account or & Keogh plan, that is subject to Title I of ERISA orto Section 4975 of the Code (each a “Plan”) from engaging in transactions involving “plan
assets” witl persons that are “parties in interest” under ERISA or “disqualified persons” under the Code with tespect to the Plan. Some governmental
plans, although not subject to ERISA or Section 4975 of the Code, are subject to federal, state or local laws which may be substantially similar (“Similay
Law”) (those plans, together with Plans, referred to as “Benefit Plans”). A violation of these “prohibited transaction” rules may generate excise tax and
other liabilifies under ERISA and the Code or under Similar Law for those persons.

ERISA also imposes duties on persons who are fiducianies of Plans, including the requirements of investment prudence and diversification, and
the requirernent that the Plar’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 ofa 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 fiduciaty
ofa 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 viclate any Similar Law. Each purchaser of a note will be deemed to
tepresent that either (i) it is not acquiring the notes with the assets of a Benefit Plan ar (if) its parchase 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-exernpt violation of any Similar Law, A PTCE under ERISA 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 trust may change as a result of a transfer ofthe

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 investrent or administrative discretion with respect to Plan assets; (b) has authority or responsibility to give, or regularly gives, investiment 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 (i) 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 fise to a prohibited transaction under ERISA

before investing in a note.

Any persor that proposes to acquire a note on behaif 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 ERISA and Section 4975 of the Code and the provisions of Similar
Laws on the proposed investment.

LEGAL INVESTMENT CONSIDERATIONS

The notes will not constitnte “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 Tegal investments for any ertity under any applicable statute, law, rule, regulation or order. Prospective purchasers are urged to consulf with
their counsel concerring the status of the notes as legal investments for such putchasers prior to investing in notes.

UNDERWRITING

Subject to the terms and conditions set forth in the Underwriting Agreerent, the depositor has agreed 1o sell the notes to [Undewniter], and the
underwriter has agreed to purchase all of the notes if any of the notes are purchased thereby.
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Itis expected that delivery of the notes will be made only in book-entry form through the Same Day Funds Setflement System of DTC on or
about( ], 200[ 1, 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 petmitted 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 suchnotes,

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 such purchases.

Neither the depositor nor the underwriter makes any yepresentation 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 nnderwriter 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 setvicer)
intends to make a secondary market in the notes offared 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 secwities exchange.

5-56

This prospectus supplement and the accompanying prospectus may be used by FTN Finaneial Securities Corp. in connection with offers and
sales of the notes in market-making transactions at negotiated prices related to prevailing matket prices at the time of sales. FTN Finaucial Securities
Corp. may act as principal or agent in such transaotions. FTN Financial Secutities Corp. has 110 obligation to make & 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 contributions to the underwriter with respect to,
‘Habilities 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 $[

EXPERTS

The consolidated balance sheets of | ], and subsidiaries and [Note Insurer] and subsidiaties as of December 31, 200 } and December 31, 200]
Jand 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[ ], incorporated by reference in this prospectus supplement, have been incorporated herein in reliance onthe seport 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 fo the securities will be passed upon for the depositor by McKee Nelson, LLP, New York, New York and for
the underwiiter by [ ]. McKee Nelson, LLP, New York, New York will pass upon certain legal matters on belalf of the seller.

RATING

Itis & 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 Tikelihood of the receipt by nateholders of payinents on the HELOCs. The rating tekes into consideration the structwal, 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 vield. The ratings assigned to the Notes do not address the likelihood of the receipt by noteholders of arny payment in respect of
LIBOR Carryover Interest Shortfalls. The ratings assigned to the notes will depend primarily npon the creditworthiness of the Note Inswer. 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 fo the notes. A secusities rating is not a recommendation to buy, sell or hold seciritics and may be subject to revision or withdrawal at
any time by the assigning rating organization. Each securities rating should be evalnated independently of similar ratings on different securities.

$-57
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ANNEX 1
GLOBAL CLEARANCE, SETTLEMENT AND TAX DOCUMENTATION PROCEDURES

Except in certain limited circumstances, the globally offered First Horizon ABS Notes, Series 200{ ]-[ ] (the “Global Sccurities™) will be
available only in book-entry form. Investors in the Global Securities may hold these Global Securities through any of DTC, Clearstream 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 Secusities through Clearstream and Euroclear will be conducted in the ardinary way
in accordance with their normal rules and operating procedures and in accordance with conventional eurcbond practice,

Secondary market trading between investors holding Global Securities through DTC will be conducted aceording to the rules and proceduzes
applicable to U.S. corporate debt obligations.

Secondary cross-market trading between investors holding Global Secwities 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 Eunroclear,
in those capacities, and other DTC participarts.

Although DTC, Clearstream and Euroclear are expected to follow the procedures desoribed below to facilitate transfers of interests in the Global
Securities among participants of DTC, Clearstrearn and Euroclear, they are under no obligation to perfortn or continue to performm 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 performance by DTC, Clearstream 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 nominec of DTC. Investors” interests in
the Global Secusities 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 depositarics, which in turn will hold the positions in

accounts as DTC participants,

Investors electing to hold their Global Secuities through DTC participants, rather than through Clearstream or Euroclear accounts, will be
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subject to the setflement practices applicable to prior similar issues, Investors” secmities custody accounts will be credited with their holdings against
payment in same-day funds on the settlement Jate.

Investors electing to hold their Global Seourities through Clearstream or Euroclear acoounts 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 Jocated to ensure that settlement can be made on the desired value date.

I-1

Transfers berween DTC Participants.

Secondary market frading between DTC participants will be settled using the DTC procedures applicable to similar pass-through note issues in
sarne-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 gurobonds in same-day funds.

Transfers between DIC 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 Clearstieam
participant or a Euroclear participant for a purchaser, the purchaser will send instructions to Cleastream or Euroclear through a Clearstream participant or
Enroclear parficipant at least one business day prior to setflement. Clearstream or Buroclear operator will instruet its respective depositary to receive the
Global Seeurities 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 defivery of the Global

Securifies. Affer setflement 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 Furoclear partisipant’s account. The secwities credit will appear the next business
day, Buropean time, and the cash debt will be back-valued to, and the inferest on the Global Secinities will acorie from, the value date, which would be
the preceding day when settlement occurred in New York. If settlement is not compteted on the intended value date (i.e., the trade fails) the Clearstream ot
Furoclear cash debt will be valued instead as of the actual setttement date.

(learstream participants and Buroclear participants will need to make available to the respective clearing systems the funds necessary to process
same-day funds settlement. The most direet means of doing so is to preposition funds for settlement from cash on hand. Under this approach, they may
take on credit exposure to Clearstream or Euroclear operator 1nfil the Global Securities are credited to their accounts one day later.

As an alternative, if Clearstream or Euroclear has extended a line of aredit to them, Clearstream participants or Euroclear parficipants can elect
not to preposition funds and allow that credit line to be drawn upon. Under this procedure, Clearstream parficipants 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 acerue from the value date. Therefore, in many cases the investment income
on the Global Securities earned during that one-day period would tend fo offset thie amount of these overdraft charges, although this result will depend on
each Clearstieamn participant’s or Euroclear participant’s particular cost of funds.

Since the setflement through DTC will take place during New York business hours, DTC participants are subject to DTC 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 DTCseller on the settlermnent date. Thus, to the seller settling the sale througha DTC participant, a cross-market
transaction will setfle no differently than a sale to a purshaser settling throngh @ DTC participant.

Finally, intra-day traders that use Clearstream participants of Euoclear participants to purchase Global Securities from DTC participants or
sellers settling through them for delivery to Clearstieam participants or Buroslear participants should note that these trades will antomatically fail on the

sale side unless affinmative action is taken, At least three techniques should be readily avaitable 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 fheir Clearstream or Euroclear accounts, in accordance with the clearing system’s customary procedures;

1-2
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() borrowing the Global Secwities 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

(©) staggering the value dates for the buy and sell sides of the trade so that the value date for the purchase fiom the DTC participant is at
least one day prior to the value date for the sale to the Clearstreamn participant o Exroclear participant,

Transfer between Clearstream or Euroclear Seller and DIC Purchuser.

Due to time zone differences in their favor, Clearstream participants and Euroclear participants may employ their customary procedires for
transactions in which Global Securities ate to be transferred by the 1espective clearing system, through the respective Depositary, to a DTC participant.
The seller will send instructions to Clearstream or the Euroclear operator through a Cleavstreamn participant or Euroclear participant at least one business
day prior to setilement. In these cases Clearstream or Euroclear will instruct the respective depositary, as approptiate, to deliver the Global Securities to
the DTC participant’s account against payment. Payment will include interest acerued 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 Clearstreawn participant or Euroclear participant the following
business day, and receipt of the cash proceeds in the Clearsticam participant’s or Euroclear parficipant’s account would be back-valued to the value date,
which would be the preceding day, when setilement occurred through DTC in New York. 1f setilement is not completed on the intended value date (ie.,
the trade fails), receipt of the cash proceeds in the Clearstream participant’s o 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 Clearstream or Euroclear, or through DTCif 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 otiginal issue discount, on registered debt issued
by U.S. Persons, unless (i) each clearing system, bauk 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 (i) the beneficial owner takes one of the following steps to obtain an exemption of reduced tax rate:

Exemption for non-U.S. Persons (Form W-8BEN).

Beneficial Noteholders of Global Securities that are nion-U.8. 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 Form W-8BEN (Certificate of Foreign Status of Beneficial Owner
for United States Tax Withholding). More complex rules may apply to other entities. I the information shown on Form W-8BEN changes, a new W~
8BEN 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. 8. Person, including a non-U.S, corporation or bank with a U.S, branch, for which the interest income is effectively connected with its
condust of a trade or business in the United States, can obtain an exemption from the withholding tax by filing Form W -8ECI {Certificate of Foreign
Person’s Claim for Exernption from Withhelding 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 rvesident in Ireaty countries (Form W-8BEN).
Non-U.8. Persons that are Noteholders residing in a country that has a tax treaty with the United States andare 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 Foom W-8BEN
(Certificate of Foreign Status of Beneficial Owner for United States Tax Withholding). More complex rules may apply to other entities.

Exemption for U.S. Persons (Form W-8).

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).

U.S Federal Income Tax Reporting Procedure.

The Noteholder of a Global Security or, in the case of a Form W-8ECI filer, his agent, files by submitting the appropriate form to the person
through whorn it holds, the clearing agency, in the case of persons holding direotly 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
Form W-8BEN must be filed within 30 days of the change.
The term “U.S. Person’ means
o 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 tweated 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,

o a frust if a court within the United States is able to exercise primary supervision over the administration of the trust and one or moxe United
States persons have authority to control all substantial decisions of the trust, and

o some frusts treated as United States persons before August 20, 1996 that elect to cotttinue to be o treated to the extent provided in regulations.

This summary does not deal with all aspects of U.S. Federal income tax withholding that may be relevant to foreign holders of the Global
Securifies. We suggest that investors consult their own tax advisors for specific tax advice conceming their holding and disposing of the Global Secuuities.

+ For complete information about the notes read both this prospectus supplement and the prospectus. This prospectus supplement must be
accompanied by the prospectus ifit is being used to offer and sell the notes.

The Notes

« the rotes are issued by a trust, whose assets consist primarily ofa pool of adjustable rate home equity line of credit loans and property relating
to those loans

o the notes are secured by assets of the trust
« the notes currently have no trading market
+ the notes are cbligations 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]

First Horizon ABS Trust 200{ ]-[ ]
(Issuer)

1

(Approximate)

First Horizon ABS Notes, Series 200{ ]-[ ]
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PROSPECTUS SUPPLEMENT

[UNDER WRITER]

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 seiling the netes will be required to deliver a prospectus supplement and prospectus until [ ],

200{ 1.

[ 1,200 ]

PROSPECTUS

First Horizon Asset Securities Inc.
Depositor

Mortgage and Asset Backed Securities
(Issuable in Series)

The Trusts
You should carefudly consider the risk
factors begirming on page 6 of this
prospectus.

Each trust will be established to hold assets in its trust find transfesred to it by First Horizon Asset
Securities Inc. The assets in each trust find will be specified in the prospectus supplement for the particular
trust and will generally consist of.

o firstlien mortgage loans secured by one- to four- family residential properties or participations in that type of loan, or
« mortgage pass-flirough securities issued or guaranteed by Ginnie Mae, Fannie Mae, or Freddie Mac, or

« private morigage-backed securities backed by first lien mortgage loans secured by one- to four-family residential properties or participations in
that type of loan, or

o 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 are secured by first or subordinate leus 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 o1 a trust established by the depositor will sell the securilies pursiuant to a prospectus supplement. The securities
will be grouped into one or more series, each having its own. distinet designation. Each series of securities will be issued in one or more classes and each
class will evidence the xight to receive a specified portion of future payments on the assets in the trust fund that the sexies relates to. A prospectus
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supplement for a series will specity all of the terms of the series and of each of the classes in the series.

Offers of S.ecul'iﬁes

The secusities may be offered to the public through several different methods, including offerings through underwriters.

The SEC and state securities regulators have not approved or disauproved of these securities or determined if this prospectus Is truthful or complete.

Any representation to the contrary is a crimninal 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 secompanying prospectus supplement for a particular series, which desoribes the specific terms of the securities of that series.

The prospectus supplement will contain information abouta 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 informatior: in this prospectus and the aceompanying prospectus supplement. We have not authorized anyorie 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 Ine., 4000 Horzon
Way, Irving, Texas 75063 and fhe telephone rumber is (214) 441-4000. For other means of acquiring additional information about us or a series of
securities, se¢ “Incorporation of Certain Documents by Reference” beginning on page 25.

TABLE OF CONTENTS
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Taxation of the REMIC and its Holders

Taxation of the REMI

RISK FACTORS

You should carefully consider the following information since it identifies Kknown material sources of risk associated with an investrent in the
securities.

Limited Source of Payments % No Recourse To Sellers,

Depositor or Servicer The applicable prospectus supplement may provide that securities will be payable from
other trust funds in addition to their associated trust fund, butif it does nof, they will be
payable solely from their associated frust 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 retum of your principal may be impaired, without your
having recourse to anyorne else.

Furthermore, at the times specified in the applicable prospectus supplernent, some
assets of the trust find 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 nolonger 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 securities will not represent an interest in the depositor, any seivicer, any seller to
the depositor, or anyone else except the tiust fund. The onty 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 depositar may be required to repurchase some of the transferred assets. Fitst
Horizon Asset Securities Inc., which is the depositor, does not have significant assets
and is unlikely to have significant assets in the future. Soif 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 fimd 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 tepresentations and watranties made byitin
connection with its loan servicing activities. If these representations and warranties fumn
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 seHer 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 substitntion.

Credit Enhancement May Not Be Sufficient To Protect You

Jiom Losses 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 deseribed in the applicable prospectus
supplernent.

Furthermore, the amount of a ¢redit enbancement may decline over time pursuant to a
schedule or formula or otherwise, and could be depleted fiom payments or for other
reasons before the securities covered by the credit enhancement are paidin 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 enthancement 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 enbiancement
cxists and its provider does not defauit

Nature of Mortgages
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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 janior

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 serior 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 ox other foreclosure proceedings are
insufficient to pay amounts owed to that secured lender. In some states, including
California, if a lender simmltaneously originates a loan secured by a senior lien ona
partioular property and a loan secured by a junior lien on the same property, that lender
as the holder of the jurior lien may be precluded fom obtaining a deficiency judgnient
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; Bankruptey Laws;
Tax Liens.”

Declines in Property Values May Adversely Affect 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,

« 2 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 conld diminish or extinguish
the value ofa junior mortgage before reducing the value of a senior mortgage on the
same property.

If property values decline, the actual rates of delinquencies, forecloswes, and losses on
all underlying loans could be higher than those currently experiencedin the mortgage
lending industry in general. These losses, to the extent not otherwise covered by a credit
enhancement, will be bome by the holder of one or moze classes of securities.

Delays In Liguidation May Adversely Affect You Even if the properties underlying the loans held in the trust fiund provide adequate
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Disproportionate Effect of Liquidation Expenses
May Adversely Affect You

secuzity for the loans, substantial delays could occur before defalted Joans 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 requiting
several yeats to complete, Furthermore, in some states if the proceeds of the foreclosure
are insufficient to Tepay the loar, the borrower is not liable for the deficit Thus, ifa
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,

1n addition, the servicer will be entitled to deduct from liquidation proceeds all expenses
reasonably incurred in attempting to Tecover on the defaulted loan, including legal fees
and costs, real estate taxes, and property maintenance and preservation expenses.

Liquidation expenses of defaulted loans generally donot vary divectly with the
oulstanding principal balance of the loan at the titne of default. Therefore, if a servicer
takes the samie steps for a defanlted loan having a small remaining principal balance as
it does for a defaulted loan having a large rernaining principal balance, the amount
realized after expenses is smaller as a percentage of the outstanding prineipal balance of
the small loan than it is for the defaulted loan having a large remaining principal
balance.

Consumer Protection Laws May Adversely
Affect You

Federal, state and local laws extensively regulate various aspects of brokering,
originating, servicing and cotlecting morigage 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 onso-called “high cost”
mortgage loans, which typically are defined as loans that have interest rates ot
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 pesson acquiring the mortgage loans, such as
the trust find.

The federal laws that may apply to loans held in the trust fund include the following:

« the Truthin Lending Act and regulations promulgated under that act, which (among other

*

L

things) require disclosures to borrowers regarding the terms of mortgage loans and provide
property owners in non-purcliase mongy transactions with a right of rescission that
generally extends for three days after proper disclosures are given (but in po 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 Seitlement Procedures Act and its regulations, which (among other things)
prohibit the payment of referral fees for real estate seffement services and regulate escrow
accounts for taxes and insurance and billing inquiries made by borrowers; and
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« the Home Bquity Loan Consumer Protection Act of 1988, which requires additional
disclosures, limits changes that may be made to the loan documents without the
barrower’s consent. This act also restricts a lender’s ability to declare o1 to suspend or
reduce a borrower’s credit limit (o certain enumerated events.

Certain mortgage loans may be subject to the Home Ownerslip and Equity Protection
Act of 1994. The provisions of this act may:

+ impose additional disclosure and other requirements on creditors with respect to non
pirchase money mortgage loans with high interest rates or high up- front fees and charges;

« impose specific statutory }Habilities 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 be subject to all claims and defenses that the consumer conld assert against the
creditor, ineluding, 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

o subject any person to whom the seller assigns its consumer credit transaction to all claims
and defenses which 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 colleot the principal or
interest on the loans held in the trust fund, and in addition could subject the trust fund to
damages and administrative enforcement. Losses onloans from the application of those
laws that are not otherwise covered by a credit enhancernent will be bome by the
holdess of one or more classes of securities.

Losses on Bualloon Payment Mortgages 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 tisk than fully amortizing loans because typically the borrower must
be able to refinance the loan or sell the property to make the batloon payment at
matrity. The ability of a borrower to do this will depend on factors suoh as mortgage
rates at the time of sale or refinancing, the borrower’s equity in the propesty, the relative
strength of the local housing market, the financial condifion of the borrower, and tax
laws. Losses on these loans that are not otherwise covered by a credit enhancement will
be bome by the holders of one or more classes of certificates.

Your Risk of Loss May Be Higher than You 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

T'he trust fund may also include loans that were originated under standards that were
RFJN_EX 18_00000299

0336



less shringent than the standards generally acceptable to Freddie Mac and Fannie Mae
with regard to the botrower’s credit standing and repayment ability. The related
borrowers may have payment histories and debt-to-income ratios which would not
satisty Freddie Mac and Fannie Mae underwriting guidelines and may have a record of
major derogatory eredit itemus such as outstanding judgments or prior bankiupteies. Ona
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 sn underwriting exception.

As 2 result of the application of less stringent underwriting standards, certain mortgage
loans in a mortgage pool may experience rates of delinquency, foreclosure and
baukruptey that are higher, and that may be substantially higher, than those expesienced
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, bankruptoy 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.

Your Risk of Loss May Be Higher than You Expect If Your

Securities Are Backed by Partially Unsecured Home The trust fund may also include home equity toans that were originated with loan-to-
Lequity Loans value ratios or combined loan-to-value ratios in excess of the value of the related

motigaged 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.

The Prepayment Rate on Home Equity Loans and
Home Improvement Contracis is Uncertain Home equity loans and home improvement contracts have been originated in significant
yolume only during the past few years and the depositor is not eware of any publicly
available stadies or statistics on the rate of prepayment of these types of toans.

Generally, if prevailing interest rates fall significantly betow the coupon rates on the
loans, the loans are likely to be subject to higher prepayment rates than if prevailing
sates remmaln 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
prepayrments is likely o deciease. The average life of your secwuities and, if purchiased
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 premiumn to the outstanding principal amount
of the seourity, the yield on your security may be adversely affected by a higher than
anticipated level of prepayments of the loans. Conversely, ifyou purchase a security at
a discount to the outstanding principal balance of the seourity, the yield on your security
may be adversely affected by a lower than anticipated level of prepayments.

You Muay be Unable to Reinvest Distributions in Comparable

Investments Asset-backed secwities usually produce more returns of principal to investors when
matket 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
unenticipated payment of principal. As a result, you ate 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 obtairing your desired vield.
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You Could Be Adversely Affected by Violations of
Environmental Laws

Federal, state, andlocal laws and regulations impose a wide range of requirements on
activities that may affect the environment, health, and safety. In some cireumnstances,
these laws and regulations impose obligations on owners or operators of residential
properties such as those that secure the loans held in the trust fund. Failure to conply
with these laws and regulations can result in fines and penalties that could be assessed
against the trust as owner of the related property.

In some states, a lien on the property dug to contamination has priority over the lien of
an existing mortgage. Also, a mortgage lender may be held liable as an “owner” or
“qperator™ for costs associated with the rclease of petroleum from an undexground
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.

A1-

Ratings of the Securities Do Not Assure Their Payment

Any class of securities issued under this prospectus and the accompanying prospectus
supplement may be rated by one or more nationally recognized rating agenies. 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 assessinent 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 secuities 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 tlie 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,

o 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.

You May Have Difficulty Reselling Your Securities Due to a

The amount, type, and nature of credit enhancement established for a class of securities
will be deterrmined on the basis of ciiteria established by each rating agency rating
classes of the securities. These criteria are soretimes 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 enhancerment required for a
class. The historical data supporting any actuarial analysis may not aceurately reflect
future expenence, 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 morigage 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 economnic conditions may affeet timely payment by
mortgagors on their loans whether or ot 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.
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Lack of a Secondary Market, Fluctnating Market Valuses
or Periods of [liquidity

Boolk-entry Registration Limited Liquidity

Limit on Ability to Transfer or Pledge

No market for any of the securities will exist befare 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 seainities 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
secuzities have experienced periods of illiquidity and can be expected to do soin the
future.

liquidity can have a severely adverse effect on the prices of secwrities 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 intibit its marketability fo
other investors,

Securities issued in book-entry form may have only limited lquidity 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 securifies issued in book-entry form may be
limited.

Delays in Distributions

Bankrupricy or Insolvency May Affect the Timing and
Amount of Distributions 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 tumn, 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 trst
fund will treat the transfer of the loans from the depositor to the trust fund as a sale for
accounting purposes. If these characterizations ave correct, then if the seller were to
become bankrupt, the loans would not be part of the seller’s bankruptoy estate and
would not be available to the seller’s creditors. On the other ltand, if the seller becomes
bankrupt, its bankruptey trustee or one of its creditors may atternpt to recharacterize the
sale of the loans as a borrowing by the seller, secured by a pledge of the Joans.
Presenting this position to a banktuptey 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 bankruptey trustee or one of its creditors may attempt to
recharacterize the sale of the loans as a borrowing by the depositor, secuxed by a pledge
of the loans. Presenting this position to a bankruptey court could prevent timely
payments on the securities and even reduce the payments on the securities.

If the master servicer becomes bankrupt, the bankuptey trustee may have the power to
prevent the appointment of a successor waster servicer. The period during which cash
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collections may be commingled with the master servicer’s own funds before each
distribution date for seowrities will be specifiedin the applicable prospectus supplement.
1fthe master servicer becomes bankmupt and cash collections have been commingled
with the master servicer’s own funds for at least ten days, the trust fund will likely not
liave a perfected interest in those collections. In this case the trust might be an
unsecured creditor of the master servicer as to the commingled funds and could recover
only its share as & general creditor, which might be nothing. Collections commingled
less thart ten days but stll in an account of the master servicer might also be included in
the bankruptey 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 secuities.

Federal and state statutory provisions affording protection or relief to distressed
borrowers may affect the ability of the secured mortgage lender to realize uporn its
security in other situations as well. For example, in a proceeding under the federal
Rankruptcy Code, a lerder may not foreclose ona mortgaged propearty without the
permission of the bankruptey court and in some instances a bankruptey 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 eftect
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 oans
underlying securities.

The Principal Amount of Securities May Exceed the Market

Value of the Trust Fund Assets The market value of the assets relating to 2 series of securities at any time may be less
than the principal amount of the securities of that series then outstanding, plus acerued
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 inpaid fees and other amounts owing
to them under the related transaction document prior to distiibutions to secusityholders.
Upon any such sale, the proceeds may be insufficient to pay in full the prineipal of and
interest on the secwnities of the related series,

13-

Some capitalized terms are used in this prospectus to assist you in understanding the terms of the securities. The capitalized terms used in this
prospectus are defined on the pages indicated under 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 fand. The trust fund for each series will be held by the trustee for the benefit of the related securityholders. Each

wust fond will consist of the trust fund assets (the “Ttust 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.

1 Whenever thetemms podl, certificales, notes and securities areused in this prospecius, those terins will be consideredta apply, unless the context indicates otherwise, to one spesific ool and the securities of cas series
including the certificates representing undivided interests in, andfor notes sscured by the sssets of, a single trust fund consisting primarily of the loang in thst pool. Similarly, the term “Pass-Through Rate” vill referto
the pass-through rate borne by tha cedificates and the term interest rate will cefer o the interest rate borne by thenotes of one specific series, as applicable, and theten trost fund will refer lo ene specifictrust fund.

The pool will be created on the first day of the month of the issuance of the related series of sectities or another date as may be specified in the
related prospectus supplement. The securities will be entifled to payment from the assets of the related trust find or funds or other assets pledged for the
benefit of the seaurityholders, 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 T'rust Fund Assets will be acquired by the depositor, either directly or thiough affiliates, from originators or sellers which may be affiliates of

the depasitor (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 speeified below under “L.oan Program — Underwniting Standards™ or as otherwise deseribed in the
selated prospectus supplement. See “Loan Program — Underwriting Standards,”

The depositor will cause the Trust Fund Assets to be assigned to the trustee namried in the related prospectus supplemient for the benefit of the
holders of the seeurities of the related series. The master servicer named in the related prospectus supplement will service the Trust Fund Assets, either
directly ar through other servicing institutions called sub-servicers, pursuant to a peoling and servicing agreement (each, a “Pooling and Servicing
Agreement”) among the depositor, the master servicer and the trustee with respect to a series consisting of certificates, or a sale and servicing agreeient
(each, a “Sale and Servicing Agreement”) among the trustee, the seller, the issner, the depositor and the master servicer with respect fo 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 tlis 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 spescified in the related prospectus supplement, a trust fund relating to a series of securities 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 depesitor and the trustee of
the frust 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 fund 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 securifies 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 oredit
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
seties of secutities the depositor’s rights with respect to those representations and warranties. See “The Agreements — Assigrment 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 describied 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 make certain cash advances in the event of delinquencies in payments onor 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 subjectfo
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
Assetsis not knows at the time the related series of securities initially is offered, more general information of the nature deseribed below will be provided
in the retated prospectus supplement, and specific information will be set forth in a repott on Form 8-K to be filed with the Secirities 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 corperate 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 secuities. No more than 5% of
the loanss relative to the pool principal balance as of the related cut-off date will deviate from the loan charaoteristics 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
Joans” includes “closed-end loans™ and “revolving credit line loans.” If so specified, the loans may include cooperative apartment loans (“cooperative
Joans™) secured by security interests in shares issued by private, non-profit, cooperative housing corporations (“cooperatives™) and in the related
proprietary leases or oecupancy agreements granting exclusive rights to oceupy specific dwelling units in the cooperatives” buildings. As more fully
described in. the related prospeetiis supplement, the loans may be “‘converttional” 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 bave been
underwiitten 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 specity the day on which monthly payments on the loans in a pool will be 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 deseribed in the related prospectus supplement and may include any of the following features or combination thereof or ofher features described in

the related prospectits supplement:
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« Interest may be payable at a fixed rate, a rate adjustable from time to tire in relation to an index (which will be specified in the related
prospectus supplerment), a rate that is fixed for a period of time or under certain circumstances and 15 followed by an adjustable rate, a rate that
ofherwise varies from time to fime, 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, mmmimum rates or a combination of the limitations. Accrued interest may be defetred 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 bome 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 of another
Source.

L 4

Principal may be payable or a Jevel debt service basis to fully arnortize the loar over its texm, may be caleulated on the basis of an assumed
amortization schedule that is significently longer than the original term to maturity or oran 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 payiments 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
inchide 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 decling over time, and may be prohibited for fhe life ofthe loan or for certain periods, which are called lockout periods.
Some loans may petmit prepayments after expiration of the applicable tockout period and may require the payment of a prepayment fee in
commection with any subsequent prepayment. Other loans may permit prepayiments withont 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 martgaged property. Other loans may be assumable by persons mesting the then
applicable underwriting standards of the seller.

A trust fund may contain buydown loans that include provisions whereby a third party parfially subsidizes the morthly payments of the obligors
o the loans during the early years of the loans, the difference to be made up from a buydown fund contributed by the third party at the time of origination
of the loan. A buydown fund will be in anamount equal either to the discounted value or filll 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 servicer administers the buydown fimd 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 inerease during the buydown periodas a result of normal 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 improverent 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
Toans (primarily for home improvement or debt consolidation purposes) that are in amounts in excess of the value of the related mortgaged properties at
tlie tine of origination. The mortgaged properties and the home improvetnents are collectively referred to in this prospectus as the “Properties.” The
Propesties may be located in any one of the fifty states, the District of Colurmbia, Guam, Puerto Rico or any other territory of the United States.

L oans with certain Loan-to-Vatie Ratios (as defined below) and/or certain principal balances may be covered wholly or partially by primary
mortgage guaranty insurance policies (each, a “Primary Morlgage Insurance Policy™). The existerce, extent and duration of coverage under a Pritary
Mortgage Insutance Policy will be desaribed in the applicable prospeetus supplement.

The aggregate principal balance of loans secured by Properties that ate owner-oconpied 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 ifit does
not, the sole basis for a representation that = given percentage of the loans is secured by Single Family Properties that are owner-occupied will be either (i)
the making of a representation by the borrower at origination of the loan either that the wnderlying Property will be used by the borrower for a period of at
Jeast six months every vear or that the borrower intends to use the Property as a primary residence or (i) a finding that the address of the underlying
Property is the borrower’s mailing address.

Single Pamily Loans. The mortgaged properties relating to singte family loans will consist of detached or semi-detached one- to four-family
dwelling units, townhouses, rawhouses, individual condominium nnits, individual units in planned unit developments, manufactured housing that is
permanently affixed and treated us real property under Jocal law, and certain ofher 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, butifit 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 liome 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
pertods, is computed and payable monthly on the average daily outstanding principal balance of the loan. Principal amounts on a revolving credit line loan
1may be drawn down (up to a maximurm amount as set forth in the related prospectus supplement) or repaid under each revolving credit line loan from time
to time, 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 eircumstances, under either a revolving credit line loan or a closed-end loan, a borrower may choose an interest only payiment option andis
obligated to pay only the amourtt of interest which accrues on the loan during the bifling cycle. Aninterest only payinent option may be available for a
specified period before the borrower must begin paying at least the mininmm 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
oiginated by 4 horne improvement contractor, a thrift or a conmercial mortgage banker in the ordinary course of business. The home improvements
securing the hotne improvement confracts may include, but are not Himited to, replacement windows, house siding, new roofs, swimming pools, satellite
dishes, kitchen and bathroom remodeling goods and solar heating panels. The home imptovement contracts will be secured by mortgages on Single
Family Properties which are generally subordinate to other mortgages on the same Propesty. In general, the home improvement contrasts will be fully
amartizing 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- Vatue 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 telated seties 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 apariment buildings or in buildings
owned by cooperatives other real property or home improvements),

e the original terms to maturity of the loans,

» the Jargest 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 loaus,
o the Loan Rates or annual percentage rates (“APR™) or range of Loan Rates or APR’s bamne by the loans,

o the maximum and minimumn per annun Loan Rates and

« the geographical distribution of the loans.

1f specific information respecting the loans is not known to the depositor af 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.

17-

The “Loan-to- Value Ratio” of « loan at any given time is the fraction, expressed as a percentage, the mumerator 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” ofa loan at
any given time is the ratio, expressed as a percentage, of (i) the sum of (a) the otiginal principal balance of the loan (or, in the case of a revolving credit
line loan, the maximum amount thereof available) and (5) the outstanding principal balance at the date of origination of the loan of any senior morlgage
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loan(s) or, in the case of any open-ended senior mortgage loan, the maxinum available line of credit with respect to the mortgage loan, regardless of any
lesser amount actually outstanding at the date of origination of the loan, to (i) 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 vatue determined in an appraisal obtained by the oniginator at ofigination 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
refinancing.

No assurance can be giver 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 graater 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 factars (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 arrangeraents, the Tosses 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 evidending interests in loans or contracts, including:
« firstlien 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

« Lome improvement installment sale contracts and instailment loan agreements that ate secured by first or subordinate liens on one- to four-
farmily residential properties,

If those participation certificates were issued by an issuer that is not affiliated with the depositar, the depositor must have acquired them from ong
or more entities unaffiliated with the depositor in one or more hona fide secondary market transactions and they must either have been previously
- registered under the Securities Act 0£ 1933, as arnended (the “Securities Act”™), or have been held for at least the holding period required to be eligible for
sale imder Rule 144(k) under the Securities Act. If those participation certificates were issued by the depositor or an affiliate of the depositor, they nmust be
registered under the Securities Act concurrently with the offering of the securities under the related prospectus supplement.

Agency Securities

Agency seowities are rmortgage pass-through securities issued or guatanteed by Ginnie Mae, Fannie Mae ox Freddie Mac, All of the agency
securities will be registered in the name of the trustee or its nominee o, in the case of agency secuiities 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 beld. 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.

18-

The descriptions of Ginnie Mae, Freddie Mac and Fannie Mae Certificates that ave set forth below are deseriptions of certificates representing
proportionate interests in a pool of mortgage loans and in the payments of principal and interest thereon. Gimnie Mae, Freddie Mac or Fannie Mae may
also issue mortgage-backed securities representing a tight to receive distrintions of interest only or principal only or disproportionate distributions of
principal or interest or to receive distributions of principal orinterest prior or subsequent to distributions on other certificates representing interests in the
same pool of mortgage loans.

In addition, any of the issners may issue certificates representing interests in mortgage loans having charactetistics that are different from the
types of mortgage loans described below. The temms of any certificates to be included in a trust fund and of the underlying morigage loans will be
deseribed 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 yepresenting interests in a pool of mortgages insured
by the FHA, under the Honsing Act or under Title V of the Housing Act of 1949, or pattially guaranteed by the VA under the Servicernen’s Readjustment
Act of 1944, as amended, or under Chapter 37 of Title 38, United Stafes 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 inder any guarantee under this subsection.” Int order to meet its obligations under this guarantee, Ginnie Mae may, under Section
306(d) of the Housing Act, botrow 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. Bach Ginnie Mae Certificate relating to a series, which may be a “Ginnie Mae I Certificate” ora “Ginnie Mae 11
Certificate™ as teferred to by Ginnie Mae, will be a “fully modified pass-throngh” mortgage-backed certificate issued and serviced by a mortgage banking
cotmpany or other finaneial 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™) secuities issued by Ginnie Mae. The characteristics of any Ginnie Mae Certificates included
i1 the trust fund for a sexies of cerfificates will be set forth in the related prospeetus supplement.

Freddie Mac. Freddie Mac is a corporate instrumentality of the United States created pursuant fo the Freddie Mac Act. Freddie Mac was
established primarily for the purpose of increasing the availability of morfgage credit for the financing of needed housing. The principal activity of Freddie
Mag currently cansists of purchasing first-lien, conventional, residential mortgage loans or parficipation 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 Hote
Mortgage Guaranty Program under which it purchases moitgage loans from sellers with Freddie Mac Certificates representing interests in the morlgage
loans so purchased. All mortgage loans purchased by Freddie Mac must meet specific standards set forth in the Freddie Mac Act. Freddie Magc 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 opetations o1 o assist
Freddie Mac in any other manner.

Freddie Mac 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 morigage loans, substantially all of which are seoured by one- to four-fanily residential
properties or, if specified in the related prospectus supplement, are secured by five or imore family residential jroperties. 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.). Itis 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 matket 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 ary time, neither the United States nor any agency thereofis obligated to finance Fannie
Mae’s operations ot to assist Fannie Mae in any other manner.

.19~

Fannie Mae Certificates, Each Fannie Mae Certificate relating to a seties 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 undexlying Fannie
Mae Certificates will consist of fixed, variable or adjustable rate conventional mortgage loans or fixed-rate FHA Loans or VA Loans. Those mortgage
Joans may be secured by either one- fo 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 securities 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 issusd pursuant to a Pooling and Servicing Agreciuent, an
indenture or similar agreement. The applicable prospectus supplement may provide that the seller/servicer of the underlying morigage 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 orits 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
direstly or by ane or more subservicers who may be subject to the supervision of the private servicer.

The issuer of the private mortgage-backed securities will be a financial institution ot other entity engaged generally in the business of morigage
lending, a public ageney or instrumentality of a state, local or federal government, or a limited purpose corporation organized for the purpose of
establishing trusts end acquiring and selling honsing 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 wasranties 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
Callections for that loan gronp may be insufficient to cover related Investor Loss Amounts. If this insufficiency exists after the related Available
‘Transferor Subordinated Amount], 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 “Livestor 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 gronp will be allocated to the Notes related to
that loan group.

The “Liquidation Loss Amount” for any Liquidated Mortgage Loan is its unrecovered principal balance at the end of the Collection Period in
which the mortgage loan became a Liquidated Mortgage L oan, after giving effect to its Nef Liquidation Proceeds.

A “Liquidated Mortgage Loan” means, as to any distribution date, any mottgage 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 fixst Collection
Period, the period beginning on the cut~off date and ending onthe last day of [ ], 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 (2) the sum of the London Interbank offered rate for one-month
United States dollar deposits (“LIBOR™), plus [ ]% [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 toans in loan group [ ] net of the servicing fee rate, the rate at which the fees payable to the indenture trustes and
the owner trustee are calculated, [the rate at which the premium payable to the Note Insurex] [and the guaranty fee to Fannie Mae are each] [is] calenlated
and, commencing with the distribution date in [ ], [ ]% 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 (¢} { ]%.

However, on any distribution date for which the note rate for a class of notes has been determined under clanse (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 nofe rate (but
not at aate in excess of [ 1% per annum) over flie interest actually acerued on those notes during the Interest Period (the excess is referred to as “Basis
Risk Catryforward™) will acerue interest at the note rate calculated under clause (a) (as adjusted from time to time), but not to exceed clause (¢), and will
be paid on future distribution dates to the extent funds ase 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 petiod, an “Interest Period™) an the basis of the actual
narmber of days in the Interest Period and a 360-day year. Intexest 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].

Caleulation 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 sach 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 businiess day before the Closing Date. LIBOR will equal the rate for United States dollar depasits for one month
that appears on the Telerate Screen Page 3750 as of 11:00 AM., London time, onthe teset 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). Ifthis 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 baunk rate. The
reference bank rate will be determined on

S-40

the basis of the rates at which deposits in United States dollars are offered by the reference banks as of 11:00 A. M., London time, on the reset date for 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 miajor 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 provide a quotation
of its rafe. If at least two quotations 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
Furopean banks for one month in amounts approximately equal to the principal amount of the Notes then cutstanding. If no quotations can be obtained,
the rate will be LIBOR for the preceding Interest Period. LIBOR business day means any day other than a Satiwday or a Sunday ora day on which banking
institutions in the State of New York or in the city of London, England are required or authorized by faw to be closed.

Transferor Collections. Collections allocable to the transferar 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 fransferor interest relating 10 that loan group as of the related distribution date
below the applicable Minimuin 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 Inferest, at which time the
excess shall bie 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 eaclt loan group, the period beginning on the Closing Dale and, unless a Rapid Amortization Event
shall have eatlier oceurred, through andincluding 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 ent-off date and ending on the last day of [ ]. On any distribution date during the
Marnaged Amortization Period, the “Scheduled Principal Collections Distribution Amount™ for a loan group is the lesser of the applieable Maximum
Principal Payment and the applicable Alternative Principal Payment. For any loan group and distribution date, the “Maximum Principal Payment™ is the
procuct of the Investor Fixed Allocation Percentage for the loan group and principel collections for the loan gronp and distribution date. For any loan
group and distribution date, the “Alternative Principal Paymient” for the loan group is the sum of the amount of principal collections for the foan proup and
distribution date minus the aggregate of Additional Balances created on the moxtgage loans in that loan group duting 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.

M on any distribution dafe the Required Transferor Subordinated Amourt 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 gronp 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 luvestor Fixed Allocation Percentage may
tesultin distributions of principal to the related noteholders in amounts that are greater relative to the declining batance of that Joan 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 avaitable therefor [(including finds available under the Policy)], on the distribution date in [ ], noteholders will
be entitled to receive as a payment of principal an amount equal to the outstanding Note principal balance.

5-41

The Paying Agent. The paying agent shall initially be the indenture trustes. The paying agent shall have the revocable power to withdraw finds
from the collection account for the purpose of making distributions to the noteholders,

Limited Subordination of Transferor Interest

If Investor Inferest Collections], Crossover Amounts and amounts on deposit in the Reserve Fund] on any distribution date are insufficient fo pay
(1) accrued interest dne and any overdue acorued 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 collestions
from the mortgage loans in that loan group and principal collections allocable to the portion of the transferor interest related to that toan 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 inferest (up to
the applicable remaining Available Transferor Subordinated Amount and not in excess of the Investor Loss Amounts for that Joan group). The portion of
the Required Amnount 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
ondeposit 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 fhe
amount of the shortfall. In addition, if onany distribution date on which the Available Transferor Subordinated Amount for aloan group is reduced to zero
the Note principal balance for that Joan 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 Ammonnt™ for any distribution date and loan group is the lesser of the portian of the transferor interest for
that loan group and the related Required Transferar 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 incotporated in this prospectus supplement by this reference.

Payments on Mortgage Loans; Deposits to Collection Account

The master sexvicer 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, annuel fees, taxes, assessments, credit insurance charges, insurance proceeds to be applied to the restoration or repair of a
mortgaged property, or similay items, the master sexvicer will deposit all amounts collected on the mortgage loans in the collection account within two
business days of receipt nnless the master servicer qualifies for monthly depositing. Mortgage loan collections may be remitted to the collection account
by the master servicer on a monthly basis not later than the business day before the related distribution date.

Amonnts 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 Agendies|, 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 servicer 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 shori-tenmn debt rating by the Rating Agencies, an account with a depository institution having a minimum long-term 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 withdrawral of each Rating Agency’s then current ratings of the Notes
[without regard to the Policy] [or any other third party credit enhancement].

S-42

Eligible Investments are limited to:
(1) obligations of the United States;
(i)  obligations of any agency of the United States the timely payment of which are backed by the full faith and oredit of the United States;

(i)  general obligations of or cbligations guaranteed by any state of the United States or the District of Colurnbia receiving the highest long-
term debt 0 rating of each Rating Agency, or a lower rating which will not result in the downgrading ot withdrawal of the ratings then
assigned to the Notes by each Rating Agency [without regard to the Policy] [or any other third party credit enhancerrent];

(iv) comumereial or finance company paper that is then receiving the highest commercial or finance company paper rating of each Rating
Agency, or a Jower 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 parly 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 fong term unsecured debt obligations of the depository institution ar trust company (or in the case of the pringipal
depository institutionin a holding company system, the cormercial paper or tong-term 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 shott-term ratings of
each Rating Agenocy for the securities, or lower ratings which will niot result in the downgrading or withdrawal of the rating then assigned
to the Notes by any Raling Agency [without regard to the Policy] [or any other third party credit enhancement};

(vi)  detand or time deposits or notes of deposit issued by any bank or trust conpany or savings institution to the extent that the deposits are
fully insured by the FDIC,

(vi) guaranteed reinvestment agreements issned by any bank, insuance company or other corporation containing, at the fime of the issvance 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 party credit enhancerent];

(vil) repurchase obligations with respect to any secwity described in the first and second bullet points, in either case entered into with a
depository institution or trust conupany (acting as principal) described in the fifth bullet point;
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(ix)  securities (other than stripped bonds, stripped coupons, or instruments sold at a purchase price in excess of 115% of their face amount)
beating 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 seciities), or lower rating that will not resultin 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 wiiting delivered by each Rating Agency, and

(xil) any other investments having a specitied 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 anry 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 instmament

provide a yield to maturity at par greater than 120% of the yield to maturity at par of the underlying obligations.

S-43

No instrument otherwise desciibed 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 coltections on the mortgage loans will generally be allocated in accordance with the credit line agreements between interest and principal.
Interest coltections for any distribution date will be deterrnined ona 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 porions 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
commponent of any delinquent monthly payments on the mortgage toans.

Principal collections will be determined for any distribution date on a loan group basis and wilt be equal to the sum of the amounts collected
during the related Collection Period allocated to principal under the credit line agreements, inctuding 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, bt not in excess of the principal balance of
the mortgage loan plus acarued and unpaid interest thereon to the end of the Collection Period during which the mortgage loan became a Liquidated
Mortgage Loan. Liguidation 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 atlocable 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 hiwested 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 atnount of interest collections will be allocated to the portion of
the transteror inferest related to that loan group.

Principal collections on the morigage 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 under the Policy as provided in the indenture.] The loan group balance for any date and
loan group 1s 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, ptus (1) any Additional Balances for the mortgage loan
minus (2) all collections credited aguinst the principal balance of the morigage toan in accordance with the related credit line agreement before the day.
The principal balance of a Liquidated Mortgage Loan after 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 fo 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 Amnount” for the related class of Notes. The requirement to maintain the fransferor’s inferest at the Required Transteror
Subordinated Amount, or to increase it to the Required Transferor Suborchnated Amount, is not an obligation of the seller, the master servicer, the
indenture trustee, [the Note Insurer] or any other person.

[The mdenture requiires excess cashflow not required to maintain or achieve the Required Transferor Subordinated Amount of the related class of
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Notes to be applied to the funding of a reserve fund{, 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.}

$-44

[The Note Insurer may permit the Required Transferor Subordinated Amount for a class of Notes to decrease or “‘step down” over time, subject to
eertain floors and triggers. The dollar amount of any dectease 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
Reduetion Amounts [(net of any Reimbursement Armounts due to the Note Insurer)}, or resultin the removal of cash or mortgage loans from the trust fund
on distribution dates occuning 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 Find 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.]

[The Policy

The Policy wilt be issued by the Note Insurer by the Closing Date in accordance with the Insnrance and 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 fill 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 (i) the Guaranteed Distributions for the related Notes for the
distribution date and (b) any Preference Amount that ocours before the related determination date. The effect of the Policy is to guarantee the tirnely
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 amouut needed to pay the outstanding
prinicipal 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 caloulated in accordance with the
oniginal 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 bankruptey under the United States Bankruptey Code, as amended from time to time, inn accordance with a final nonappealable order ofa court
lhaving competent jurisdiction.

Payment of claims on the Policy will be made by the Note Insurer following receipt by the Note Insurer of the appropiate notice for payment
(and any other required docamentation) on the later fo ogour of (i) 12:00 NOON, New York City time, on the second Business Day following Receipt of
the notice for payment and (i) 12:00 NOON, New York City time, on the relevant distribution date.

Receipt means actnal delivery to the Note Insurer and oceurs on the day delivered if delivered before 12:00 NOON, New Yerk 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 inderture trustee is not in proper fonm 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 notics.

Under the Policy, “business day” means any day other than a Saturday or Sunday or « day on which banking institntions in the states of New
Yok, Califoria or Hlinois 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 finds are transferred fo 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 1eceive 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 carmot be modified, altered or affected by any other agreement or instriument, 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.

5-45
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Insured Amounts will be paid only at the titne stated in the Policy and no accelerated Instred Amounts shall be paid regardiess 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 fund or the indenture trustee for withholding taxes, if any (including interest and penalties in respect of any such liability).

Under the sale and servicing agreament, unless a Note Insurer default exists, the Note Insurer will be treated as a noteholder for certain purposes,
will be enfitled to exercise all rights of the noteholders under the indenture withont the consent of the noteholders, and the noateholders may exercise their
rights under the indentire only with the written consest of the Note Insurer. In addition, the Note Insurer will have certain additional rights as o third party
beneficiary to the sale and servicing agreement and the indenture. ]

Rapid Amortization Events

The Managed Amoattization Period will continue through and including the distribution date m [ ], unless a Rapid Amortization Event oconrs
before then. “Rapid Amortization Event” refers to any of the following events: (2) the failure of the seller to make a payrment or deposit required under the
sale and servicing agreement within four business days afler 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 faiture materially and adversely afficts the interests of the noteholders{, the Note Insurer] [or any cther third party oredit
enhancer] and, with certain exceptions, continues unremedied for 60 days after written notioe; (b) any representation or wartanty 1nade by the 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
entiancer] 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 bankruptey, insolvency or receivership relating to the
transferor; (d) the trust fund becomes subject to regulation by the Securities and Exchange Comumiission 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 | 1] incurred during the Managed Amortization Period exceeds [ 1% 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 enhancet], by written notice
to the transferar, 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 oceurred. If any event described in clause (¢), (d) or (€) oceurs, a Rapid Amortization
Event will occur withont any notice or other action onthe part of the indenture trustee[, the Note Insurer] or the noteholders immediately on the occurrence
of the event.

Notwithstanding the foregoing, if a conservator, receiver or trustee-in-bankmuptey 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-bankruptey may have the
power to prevent the commencement of the Rapid Amortization Period.

Reports to Notcholders

Concurrently with cach 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:

[G) the Investor Floating Allocation Percentage for cachloan group for the preceding Collection Period,

(i1)  the amount being distributed to each class of Notes;

(i)  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 inderest or overdue interest to
the extent permitted by applicable law);

(v)  the amount of the remairing overdue acorued 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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(vid)
(viii)
(%)
™
()
(xi)

(i)

(xiv)

(xv)

(xvi)

(xvii)

the amount of the reimbursement of previous Investor Loss Amounts for a class of notes includedin the distribution;

the amount of Basis Risk Carryforward for a class of notes paid and the amount of Basis Risk Canyforward acerued;

the amount of the aggregate unreimbursed Investor Loss Amounts for a class of notes after giving effect to the distribution;

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;,
the loan group balarice of eacliloan group as of the end of the preceding Collection Period,

the number and aggregate principal balanees of the mortgage loans in each loan group as to which the minimum monthly payment is
deltnquent for 30-59 days, 60-89 days and 90 or more days, tespectively, as of the end of the preceding Collection Period;

the book value of any real estate in each loan group that is lacquired by the trust fund flwough foreclosure or grant of deed in lieu of
foreclosure; i

the amount of any draws on [the Policy] [or payments under third party otedit enhancement for loan group [ 11;

[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

with respect to the first and second distribution dates, the mumber 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 (iii), (iv), (v), (vi), (vii) and (viii) above shall be expressed as a dollar amount per $1,000 increment of Notes.

Within 60 days 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 informationt in clauses (iii) and (vi) above aggregated for the calendar year.]

EVENTS OF DEFAULT UNDER THE INDENTURE

Events of Defaunlt under the indenture include:

(1) adefault in the payment of any principal or interest when it becomes due and continuance of the default for five days;

(1)  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 agresment, that
continues for thirty days after notice of it is given; and

S-47
(1ii)  certain events of bankruptey, 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 nioteholders 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
acewrred, the indenture trustes 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 acecount the declaration of acceleration.

The indenture trustee may not setl 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 66 2/3% of the aggregate outstanding principal balance of the Notes.

RFJIN_EX 18_00000220

0257



No noteholder may institute any proceeding with respect to the indenture waless [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 nnless noteholders representing not less than a majority of the
aggregate outstanding principal balance of the Notes have requested the indenture trustee to instifute 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 goed 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 oy separate trustees of any part of the trust fand under the indentire. 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 salely at the
direstion of the indenture irustee.

Duties of the Indenture Trustee

The indenture trustee will make no representations abont the validity or sufficiency of the indenture, the Notes (other than their execution and
authentication) or of any morlgage loans or related documents, and will not be acconntable 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 duties will be limited to the receipt of
the various certificates, reports or other instraments required to be futnished fo the indentire trustee under the indenture, in which case it will only be
required to examine themto 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.

S-48

Amendment

The indenture provides that, without the consent of anty 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 Indenture Act of 1939,
as amended (the “T1A™)), in form satisfactory to the indenture trustee, for any of the following purposes:

(i)  to cowect or amplify the description of any property atany time subject to the lien of the indenture, or better to assiwe, convey and confirm
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,;

(i)  toaddto the covenants of the frust for the benefit of the noteholders, or fo surrender any right of the trust in the indenture;

(ii)  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

(vit) to modify, eliminate or add to the provisions of the indenture to the extent necessary to effect the qualification of the indenture under the
T1A or under any similar federal statute enacted after the date of the indenture and to add to the indenture other provisions required ty the

TIA.
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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 fhat 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 tto a supplemental indenture to add any provisions to, or change in any manner ot 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:

(1)  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 ar 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 afler the respective dates they become due;

(ify  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;

(i) modify or alter the provisions of the proviso to the definition of the term “Outstanding” in the indenture or medify or alter the exception in

the definition of the term “Holder™;
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(iv)  reduce the percentage of the outstanding prineipal balances of the Notes required to divect 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 caleulation of the amount of any payment of interest or principal
due on any Note onany distribution date; or

(vii) permit the creation of any lien ranking before or ona parity with the lien of the indenture on any part of the trust fund ox, except as
otherwise permitted or conternplated 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 onthe distribution date following the later of:
i)  payment in full of all amounts owing to {the Note Insurer] [and any other third party credit enthancer] and

(i) the earhiest 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 martgage 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 [ 1% of the aggregate Oxiginal 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 draws on [the Policy] [and )
unreimbursed payments under other third party credit enharicement], 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 acorued 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 Carryforward for each class of
Notes plus acerued and nupaid inferest onit.

[In addition, Notes must be prepaid and redeemed in part with any funds remaining in the relevant prefunding 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 bank or trust company serving as indenture trustee may own Notes and have normal banking relationships with the master
servicer, the transferor [and the Note Insurer] 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
Inswer]. [The Note Insurer may also remove the indenture frustee if the indenture trustee ceases to be eligible to contimie as the indenture trustes under the
indenture or if the indenture trustee becomes insolvent.] Any resignation or retoval of the indenture trustee and appointment of a successor indenture
trustee will not becorme effective until acceptance of the appointment by the successor indenture trustee.

DESCRIPTION OF THE SALE AND SERVICING AGREEMENT

Assignment of Mortgage Loans

At the fime 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 alt collections received on each mortgage
loan after the cut-off date (exclusive of payments of decrued 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 occut for the purchase of Subsequent Home
Equity Loans on dates specified by the depositor through [ ], 200[ ]. On those closing dates the depositor will ransfer to the trust findall of its interest in
the Subsequent Home Equity Loans being acquired by the trust find that day, the Related Documents and all collections received onthe 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
toan 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 tespeot to the loan rate.

$-50

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 nofes related to the mortgage loans endorsed in blank and the Related Documents on the
[initial] Closing Date, with respect to not less than [50]% of the mortgage loans transferred to the trust fand on that date; not later than [30] days afler 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 Eqnity Loans.}

In Yieu of delivery of original documentation, [First Tennessee] may deliver documents that have been imaged optically on delivery of an opinion
of counsel that the itmaged 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 documents in the delivered format will not result in & reduction in the then current rating
of the Notes [without regard to the Policy] [or any other third party credit enhancerents].

[Int 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® Systen, 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 diseretion of the master servicer, registered electromicully through the MERS® System, For each of these mortgage loans, MERS serves as a
mortgagee of record on the mortgage solely as a nominee i an administrative capacity on behalf of the owner trustse, and does not have any inferest int
that mortgage 1oan.]

The sale and servicing agreement will not require [First Tennessee] to record assigrments of the mortgage loans to the owner trustee or the
indenture trustec in jurisdictions where recordation of the assignments or delivery of the docurnentation is not required to protect the interest of the
transferor, the owrer frustee 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 defest 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
ary mortgage loan so transterred witl be deducted from the applicable loan gioup 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 Transteror 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 af the time. Except to the extent substituted for by an Eligible Substitute Mortgage Loan, the transfer of the mortgage
loan out of fhe trust fund will be treated under the sale and servicing agreement as a payment in full of the mortgage loan. Any Transfer Deposit Amount
will be treated as a principal collection o the related loan group. No transter shall be considered fo have occurred unless all required deposits to the
collection aceount are actually made. The obligation of the seller to aceept a transfer of a Defective Mortgage Loan and to make any required deposits are
tlie sole remedies for any defects in the mortgage loans and Related Documents available to the owner trustee, the indenture frustee 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 morigage 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 Loart; 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 Loan; have a loan rate based
an the satne 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 Morlgage Loan, 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 rationot greater than that of the Defective Mortgage Loan; and satisfy certain other conditions specified in the sale and servicing agreement,

The seller will make certain representations and warranties as to the acenracy in all material respects of cerfain information furnished 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 Home Equity Loan]. Upon discovery of a breach of any representation and warranty that materially and adversely affects the interests of the
noteholdexs[, the Note Instrer] [or any other third party credit enhancer] in the related morigage loan and Related Documents, the seller will have a period
of 90 days afler discovery or notice of the breach to effect a cure. If the breach canuot be cured within the 90-day period, the seller must accept & transfer
of the Defective Mortgage Loan from the trust fund. The same procedure and limitations as in the second preceding pasagraph 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 “Defestive Mortgage Loans.”

"Amendments to Credit Line Agreements

Subject to applicable law and to certain limitations described in the sale and servicing agreemert, the master servicer may change the terms of the
credit line agreements at any time provided that the changes do not niaterially and adversely affect the interest of the noteholders{, the Note Insurer] {or
any other third party credit enhancer], and ate consistent with prudent business practice.

Inaddition, the sale and servicing agreement permits the master servicer, within certain limifs, to increase the credit limit of the related mortgage
loan or reduce the margin for the mortgage loan,

Optional Transters 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]f, 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 loants to be removed. Mortgage loans so designated will only be removed upon satisfaction of the
following conditions: :

(i)  noRapid Amortization Event has occurred,

Gi)  the portion of the tansferor interest allocable to the Joan group as of the Transfer Date (after giving effect to the removal) exceeds the
Minimmun Transferor Interest,

(i)  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 ocour;

(iv)  the transferor delivers to the owner trustee and the indenture trustee a mortgage loan schedule containing a list of all morigage loans
remaining in the related loan group after the removal;
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(v)  the transferor represents and wartants 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 comnection 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 [or 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

(i) the transferor shall have delivered to the owner frustee, the indenture trustee [and the Note Insurer] an officer’s note confirming the six
conditions preceding this one.

As of any date of determination within any Cotlection Period, the “Minimutn Transferor Interest” for either loan group is an amount equal to [the
lesser of (2) 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].]

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 servicer may in its discretion waive any late payiment charge or any assiunption or other fee or charge that may be
collectedin the ordinary course of servicing the mortgage loans.

The master servicer may arrange with a borrower of a mortgage loan a schedule for the payment of interest due and unpaid for a period solong
as the arrangement 1s consistent with the master servicer’s policies with respect to mortgage loans it owns or services, Under the sale and servieing
agreement, the master servicer may consent under certain cireimstances to the placing of a future senior len shead 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 requires 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 serviclng 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 ¢lause, 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 servicer (net of any reimbursements to the master servicer) under
any hazard policy (except for arnounts to be applied to the restoration or repair of the mortgaged property) will ultimately be deposited in the collection
account.

Ingeneral, 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 commaotion, subject to the conditions and exchusions specifiedin
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 terms are dictated by state laws and most of them typically do not cover any pliysical damage resulting from war, revolution, govermnental
actions, floods and other water-related causes, earth movement (including earthquakes, landstides and mudflows), 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 fo be all-inclusive or an exact description of the insurance policies relating to the mortgaged properties.

Realization on Defaulted Mortgage Loans
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The master servicer will foreclose on or otherwise comparably convert to ownership mortgaged properties securing ortgage loans that come
into default when, in accordance with applicable servicing procedures under the sale and servicing agreement, nio satisfactory armangements can be made
for the collection of delinquent payments. In connection with a foreclosure or other conversion, the master servicer will follow practices it decms
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 reinbursed out of
liquidation proceeds and, if necessary, from other collections on the mortgage loans for advances of its owr funds as liquidation expenses before any net
liguidation proceeds are distributed to noteholders or the transferor.

Optional Purchase of Defaulted Loan

The master servicer may, al its option, purchase from the trust fund any morfgage 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 setvicer witl receive from inferest 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 [ 1% per anmum on the aggregate principal balances of the moitgage 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. Inaddition, the master servicer will be entifled to reimbursement for cettair expenses incurred by it in connection
with defaulted 1mortgage loans and in connection with the restoratior of moxtgaged propertiss, its right of rejmbuisement 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[ ]}, to the indenture trustee of an arnual 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 specifiedin the staternent.

By [ ] of each year, beginning [ , [200[ ], the master servicer will fiunish 2 report prepared by a firm of nationally recognized independent public
accountarts (who may also render other services to the master servicer or the transferor) to the indenture trusteel, the Note Insurer][, any other third party
credit enhancer] and the Rating Agencies to the effect that it has examined certain documents and the records relating to servicing of the morigage loans
under the sale and servicing agreernent 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 arty ofher exceptions specified in the report.

Certain Matfers Regarding the Master Servicer and the Transferor

The sale and servicing agreement provides that the master servicer may not resign as master servicer, exceptin 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

()  onsatisfaction of the following conditions:

the master servicer has proposed a successor servicer to the indenture tmistee 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
vesult in the reduction or withdrawal of the then cusrent 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 unitil the indenture trustee of a successor sexvioer has assiumed the master servicer’s
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duties under the sale and servicing agreement.

The master servieer may performn any of its obligations under the sale and sexvicing agreement through subservicers or delegates, which may be
affiliates of the master servicer. Notwithstanding any subservicing atrangement, the master servicer will remain liable to the indenture twstee 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 indernify the trust fund and the owner {rustee against arty loss, liability,
expense, damage ov injury suftered 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
tlan the indemuification by the master servicer neither the depositor, the transferar nor the master servicer nor their directors, officers, employees ot 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 depositos, 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 ofits
duties under the sale and servicing agreement or for reckless disregard of its obligations under the sale and servicing agreement. Inaddition, the sale and
servicing agreement provides that the master servicer need not appear in, proseoute 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:

@  any failure by the master servicer to depositin the collection accammt any deposit required to be made under the sale and servicing
agteement, which failure continues unremmedied for five busitless days (or, if the master servicer is permitted to remit collections on the
mortgage loans to the collection account ona monthly basis as described under * — Payments on Mortgage Louns, 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 inferest in the trust fund of at least 25% of the aggregate Note principal balance,

@)  any falure by the master servicer duly to observe or perform in any material respect any other of its covenants or agreemerits it the Notes
or the sale and servicing agreement that, in cach case, materially and adversely affects the interests of the notehol ders|, any other third
patty credit enhancer] [or the Note Insuzer] and continues unremedied for 60 days after the giving of written notice of the faiture to the
master servicer by the indenture trustee, or to the master sexvicer and the indenture trustee by [the Note Insuret][, any other third party
oredit enhancer] or noteholders evidencing an aggregate, undivided interest in the trust fund of at least 25% of the aggregate Note principal
balance; or

@) 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.

Unider certain other circumstances, [the Note Insurer or] the hotders of Notes evidencing an aggregate, undivided interest in the trust fund of at
least 51% of the aggregate Note principal balance may deliver written nolice to the master servicer tenminating all the rights and obligations of the master
gervicer under the sale and servicing agreement.

[Notwithstanding the foregoing, a delay in or failure of perfounance 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 not 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 tirnely marner in accordance with the sale and servicing agreement
by an act of God or ofher similar occurtence, 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 tong as an Event of Servicing T enmination remains unremedied, either the indenture trustee, or noteholders evidencing an aggregate undivided
(nterest in the bust fond of at least 51% of the aggregate Note principal balance [(with the consent of the Note Insurer) or the Note Insurer}, may terminate
alt 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. 1f the indenture
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trustee would be obligated to succeed the master servicer but is unwilling or nnable so to act, it may appoint, or petition a cowurt 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 perforn ifs obligations under the sale and servicing agreement and having a net worth of at least [ ] [and acceptable to the Note Insurer]to act as
suceessor to the master servicer nnder the sale and servicing agreement. Pending this appointment, the indenture frustee must act as master servicer unless
prohibited by law. The successor master servicer will be entifled to receive the sae compensation that the master servicer would otherwise have received
(or lesser compensation as the indenture frustee and the successor may agree on). A receiver o1 conservator for the master servicer may be empowered to
prevent the ternination and replacement of the master servicer where the Event of Servicing Termination that has occurred is an insolvency event.

Amendment

The sale and sexvicing 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 onthe Closing Date, neither the transferor, the seller, the
depositor, the owner trustee, the indenture trustes nor the master servicer must obtain, maintain, or improve any rating), to add any other provisions with
respect to matters atising under the sale and servicing agreement for 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 Intemal 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 noteholder], 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 enbancement].

The sale and servicing agreement may also be amended from time to time by the seller, the master servicer, the depositor, and the owner frustee
on behalf of the trust fund, and the master servicer [and the Note Insurer] may from time to time consent to the amendment [of the Policy, with the
consent at least 519 of the Note principal batance 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 of of modifying in any manner the rights of the noteholders, so long as
the amendiment does not reduce 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 cansent of each affected noteholder, reduce the aforesaid percentage tequired to consent to the
amendment, withiout the consent of all the noteholders adversely affect in any material respect the interests of [the Note Insurer] [or any other third paxty
credit enhancer].

§-56

[The moartgage 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 unreimbursed 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, hiave 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 Carryforward 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 inta between the depositor, as purchaser of the mortgage loans, and the seller, as transferor of the mottgage 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
agreemert, 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 foltowing is a description of the material provisions of the purchase agreement.

TRANSTERS 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 ereated later. The purchase price of the mortgage loans 15 a specified percentage of
their face amount as of the time of transfer and is payable by the depositor in cash. The purchase price of each Additional Balance comprising the principal
balance of a mortgage loan 1s the amount of the Additional Batance.

REPRESENTATIONS AND WARRANTIES

The seller will represent and warrant to the depositor that, among other things, as of the Closing Date, it is duly organized and in 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 waranties in the sale and servieing
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 sate 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 grantedin those rights under the indenture. The seller also will agree to perform its
obligations under the purchase agreement for the benefit of the trust fund.
TERMINATION
The purchase agreement will terminate on the termination of the trust find.

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 conjmnction with “Material Federal Income Tax Consequences” in the accornpanying prospectus, is the
opision 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 1.S. federal income tax laws which may be relevant to beneficial owners of [Class [ ]] Notes in light of their personal
investment cireumstances of 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 fax 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 docinnents 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
Hhe Notes will be treated as debt instruments for federal income tax purposes as of that date, Aceordingly, upon issuance, the Notes will be treated as
“Debt Securities” as deseribed 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 prospectus.

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 critetia are used to determine flie non-tax aceounting 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 constitites a sale of property or a loan, the repaytment of whichis scoured
by propety, 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
whichit is labeled, While the Iiternal Revenue Service and the courts have explained several factors to be taken into acoount in determining whether the
substarice of & transaction is a sale of property or a secured loary, the primary factor in making this determination is whether the transferee has assumed the
risk oflass or otler economic burdens relating to the property and has obteined the berefits of ownership thereof. Tax Counsel has astalyzed and relied on
several factors in reaching its opinion that the weight of the benefits and burdens of ownership of the mortgage Joans has been refained by the transferor
and has not been transferred to the beneficial owners of [Class [ ]] Notes.

In some instances, courts have held that a taxpayer is bound by the particular form it has chiosen 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 transastion, 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

Assumning that the beneficial owners of [Class [ ]] Notes are hotders of debt obligations for U.S. federal income fax pruposes, 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 conld nevertheless be deemed to have been issued with original issue discount (“O1D™ if the interest were not
treated as “unconditionally payable” under the OID Regulations, If the O1D Regulations were to apply, all of the taxable income to be recognized with
tespect to the Notes wonld be includible in income of beneficial owners of [Class [ ]] Notes as OID, but would not be inclndible 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 O1D rules if the Notes are in fact issued at a greater than de minimis discount or are freated as having been issued
with OID under the OID Regulations. For purposes of calenlating OID, it is likely that the Notes will be treated as Pay-Throngh Securities.

5-58

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. Itis 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
Joans (or an interest therein) to the beneficial owners of [Class [ ]} Notes and that the proper classification of the legal relationship between the fransferor
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.8. federal income tax purposes, the transferor will not attempt to comply with U.S. federal income tax reposting requirements applicable to partnerships
or corporations.

1f 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 partnesship between the beneficial owners of [Class { 1] Notes and the transferor, the partnership itself
would not he 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 cach Note Owner would be taxed individually on their respective distributive shares of the partnership’s income, gain, loss, deductions and
credits. The arnount 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 find will not be treated as ejther an association or a partership taxable as a corporation or as a taxable mortgage
pool.

Possible Classification as a Taxable Mortgage Pool

In relevartt pert, Section 7701(1) of the Code provides that any entity (or a portion of an entity) that is a “taxable mortgage pool” will be dlassified
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 instrurments, more than 50% of which are real estate
mortgages, (i) the entity is the obligor under debt obligations with two or more maturities, and (iif) undet the enfity’s debt obligations (or an underlying
arrangement), payments on the debt obligations bear a relationship to the debt instruments lield 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 cornplied
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 770 1() of the
Code becanse payments on each loan group support only one class of indebtedness.

The opinion of Tax Counsel is not binding on the IRS or the corts. If the IRS were fo contend suceessfillly (or fiture 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 onits taxable income generated by ownership of the mortgage loans. Thata tax might reduce amounts
availatle for distributions to beneficial owners of [Class [ ]] Notes. The amount of the tax would deperd upon whether distributions to beneficial owners
of [Class [ 1} Notes would be deductible as interest expense in computing the taxable income of that arrangement as a taxable mortgage pool.
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Troreign 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 Treatrment of Foreign [nvestors” in the prospectus.

Interest paid (or acerued) to a noteholder who is a non-U.S. Person will be considered “portfolio interest™ and generally will not be subject to
Unsited States federal income tax and withholding tax, provided, that (i) the interest is not effectively comected 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 ar other person who is otherwise required to withhold
U.S. tax with respect to the Note with an appropriate staterment (on Form W-8 or other similar form), signed under penalties of petjury, 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.8. Person that owns that interest
in the mortgage loan, If the interest does not constitute portfolio interest, then it will be subject to 1.8, federal income and withholding tax at a rate of
30%, unless reduced or eliminated tnder 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 staternent (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. Ingeneral, the New Withholding Regulations do not significantly
alter the substantive withholding and information reporting requirernents, but do unify current certification procedures and forms and clarify reliance
standards. The New Withholding Regulations generally will be effective for payments made after December 31, 2000, subject to certain fransition rules.
The discussion above does not take the new withholding regulations inio account. Prospective non-U.S. persons who own 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 [ ]] Notes were deemed to be partuership interests, the partnership would be required, ona
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, & corporate foreign partner would be subject
to branch profits tax. Each non- foreign partner would be required to certify to the partvership that it is not a foreign person. The tax withheld from each
foreign partrier would be credited against the foreign partner’s U.S. income tax Hability.

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 appeat 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.

Ifthe trust find 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 Ownet, upon issuance, fails to supply the indenture tistee or his broker with his taxpayer identification number, fumish an incorrect taxpayer
identification number, fail o report interest, dividends, or other “reportable payments™ (as defined in the Code) properly, or, under certain cirommstances,

fail to provide the indenture trustee or his broker with a certified staternent, under penalty of perjury, that he is not subject to backup withholding,

$-60

The indenture trustee will be required to report anmmally to the IRS, and to each noteholder of record, the amount of interest paid (and OID
acerued, if any) on the Notes (and the amount of interest withheld for U.8. federal income taxes, if any) for each calendar year, except as to exenipt
holders (generally, holders that are corporations, certain fax-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 | 1] Notes and the 1RS will
receive tax and other inforrnation including the amonnt of interest paid on the Notes owned from participants and indirect participants rather then 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 camplete their reports.) Bach non-exempt Note Owner will be required to provide, under penalty of petjury, anote 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 2 nonexernpt Note Owner fail to pravide the required certification, the participants or indirect participants (or the paying agent) will
be required fo withhold 31% of the interest (and principal) otherwise payable fo the holder, and remit the withheld amount to the IRS as 4 credit against
the holder’s federal income tax labilify.
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As previousty 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 withliolding
reguiations into account. Prospective non-U.S. persons wito own regular notes are strongly urged to consuli their own tax advisor with respect 1o the
new withhiolding 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 federdl, state, local or foreign incowie tax consequences of the purchase,
ownership and disposition of the notes.

ERISA CONSIDERATIONS

Fiduciaries of employee benefit plans and certain other refirement plans and arrangements that are subject to ERISA or corresponding provisions
of the Code, including indivichial retirement accounts and anmuities, Keogh plans and collective investinent funds in which the plans, accounts, annuities or
arrangements are invested, persons acting on behalf of a plan, or persens using the assets of a plan, SHOULD review carefully with their legal advisors
whether the purchiase or holding of the Notes could either give rise to a transaction that is prohibited under ERISA 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 CF.R. 2510.3-101 (the “Plan Asset
Regulation™).

Prohibited Transactions

General. Section 406 of ERISA prohibits parties in interest or disqualified persons with respect o 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
Clode imposes certain excise taxes (or, in some cases, a civil penalty may be assessed under section 502(1) of ERISA) on parties in interest or disqualified
persans 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 ciroumstances 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 cextain exceptions not
applicable here apply.

Under the Plan Asset Regulation, the term “equity interest” is defined as any interestin an entity other than an instrument that is treated as
indebtedress 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 canse 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 exernption may be

available.

S-61

The Notes may not be purchased with the assets of a plan if the issuer, the master servicer, a servicer, the indenture trustee, the underwiiter or any
of their respective affiliates:

» has investment or administrative discretion with respect to the plan assets;

« has suthority or responsitility 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,

o will serve as a primary basis for investment decisions with respect o the plan assets; and
» will be based on the particular investment needs for the plan; or is an employer matitaining or contibuting 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, and section 4975 of the Code with respeot to transactions imvolving the issuer’s assets. We cannof assure
you that any statutory, regulatory or administrative exemption will apply to all prohibited transactions that might axise in connection with the purchase or
holding of a equity interest in the issuer by a plan.

Withont regard to whether the Notes are considered to be equity interests in the jssuer, 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 fransactions effected on behalf of a plan
by a “qualified professional asset manager;” PTCE 90-1, which exerapts certain transactions involving insurance company pooled separate accournts;
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
requitements with respect to investments by plans generally or any partioutar plan, or that this irvestment is appropriate for plans generally or any
particular plan.

Any plan investor proposing to invest in the notes should consult with its counsel 1o confirm that the investment will not result in a prohibited
fransaction that is not subject 1o an exemption and will satisfy the other requirements of ERISA and the code applicable to plans.

LEGAL INVESTMENT CONSIDERATIONS

Although, as a condition to their issuance, the {Class [ ]] 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 ot
all of the mortgages securing the mortgage loans ate first mortgages. Accordingly, many institutions with legal authority to invest in comparably rated
securities based on first mortgage loans may not be lepally authorized to invest in the [Class [ ]] Notes, which because they evidence Interests in a pool
that includes junior mortgage loans are not “mortgage related securities” under SMMEA. See “egal Investment” in the prospectus.

UNDERWRITING

Under the underwriting agreement, dated [ ], 200[ ], between the depositor and [ ] (“[ ]"), [which is an affiliate of the depositor, the sefler and the
master servicer,] the depositor has agreed to sell to [ ], and [ ] has agreed to purchase from the depositor, the [Class [ ]] Notes.

8-62

Pursuant and subject to the underwiting agreement, [ ] has agreed to purchase all the [Class { 1] Notes if any of the [Class [ ]] Notes ate
purchased.

The depositor has been advised by [ ] that it proposes initially to offer the [Class{ 1] Notes to the public in Europe and the United States at the
offering price an the cover page and to certain dealers at the offering price less a discount not in excess of [ ]% of the Note denominations. [ ] may allow
and the dealers may reallow a discount not in excess of [ 1% of the Note denominations to certain other dealers. After the initial public offering, the
piblic 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 Cormmission may limit the ability of { ] and
certain selling group members to bid for and purchase the [Class [ ]] Notes. As an exception to these rules, [ ] is permitied 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 [ 1] Notes. In general, purchases of a secwity for the purpose of stabilization or to reduce a shoxt 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 commienced, will not be
discontinued without notice.

The underwriting agreement provides that the depositor will indemnify [ ] against certain civil liabilities, including liabilities under the Act.
After the inifial distribuion of the notes offered hereby, this prospecius and prospeetus supplement may be used by FIN Financial Securities

Corp., an aftiliate of the depositor, the seller and the master servicer, in cormection with market making transactions in such notes. ¥ITN Financial
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Securities Corp. may act as principal or agent in these transactions. These transactions will be at market prices at fhe 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 yeats in the
[number]-year period ended [month] [day], {year], are incorporated by reference in this prospectus supplement and in the registration staterment 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 issnance ofthe Class [ ] [and Class [ ]} Notes that they [each] be rated [ ] by [Rating Agency] and[ ] by [Rating
Agency] (each a “Rating Agency™).

A secuiities 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 [ ]} Notes. The ratings on the [Class
[ ]]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 donot address the likelihood of the receipt by noteholders of
Basis Risk Carryforward.

['The ratings assigned to the [Class [ 1] Notes will depend primarily upon the finanoial strength of the Note Insurer. Any reduction in a rating
assigned to the financial strength of the Note Insurer below the ratings jnitially assigned to the [Class [ ]} Notes may result in a reduction of one ormore
of the ratings assigned to the [Class [ 1] Notes.]

A securities Tating is not a recommendation to buy, sell or hold secwities and may be subject to revision or withdrawal at any time by the
assigning tating 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, ifit 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.

INDEX OF DEFINED TERMS

“Additional Balances™

“Crossover Amount”




“Minimmun Transferor Interest

S-64

el on
“Rapid Armortization Bvent”
sRapids
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“Statistic Calcilation:Pool:Morteage:Loin
“Statistic Calculation Pool”

“Subordinated Transferor Collections”

“Transfer Date™
eficies
“Transfer Deposit Amox

‘unconditionally payable

S-65

$[ ]
(Approximate)

First Tennessee Bank National Association
Seller and Master Servicer

First Horizon Home Equity Loan Trust 200[_]-[_]

Issuer

Revolving Home Equity Loan Asset-Backed Notes, Series 200[_J-[_]

Prospectus Supplement
[ 1,200[ )

[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.

Dealors 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 allotiments or subscriptions. In addition, all dealers selling the Series 200[ -] ] Revolving Hame
Equity Loan Asset Backed Notes will be required to deliver a prospectus supplement and prospeetus until [1,200[].

[ 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 filed with the
Securities and Exchange Commission is effective. This Prospectus is not an offer to sel} these seourities 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, 2045

3 i
(Approximate)

First Horizon ABS Trust 2060{ ]-[ |,
as Issuer

First Horizon ABS Notes, Series 200 ]-[ ]
Payments payable monthly commencing in| ] 200] ]

First Tennessee Bank National Association, First Horizon Asset Securities Inc.,
as Seller and Servicer as Depositor
Principal Note Price to Underwriting Proceeds to the
Balance Rate (1) Public Discount Depositor (2)
LIBOR+[] % [ ] % [ 1] % [ 1 %

(1) Variable, as described in this prospectus supplement.
(2) Before deducting expenses, payable by the depositor, estirnated to be §] ].

The notes are being offered pursuant to this prospectus supplement and 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 ate

You should carefully consider the risk obligations of the trust only and are not abligations of any other person. Credit enhancement will be
factors beginning on page S-[ | of this provided in the form of excess interest, overcollateralization and a financial guaranty insurance policy issued
prospestus supplement and onpage[ ] of by [Note Insurer]. The remaining terms to matutity of the loans will range from [ ] to [ ] months.

the accompanying prospectus.
[NOTE INSURER LOGO]

This prospectus supplement and the accompanying prospectus may be used by FTN Financial Securities Corp. in commrection with offers
and sales of the notes in market- making transactlons.

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 coutrary 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 he made
through The Depository Trust Company against payment in immediately available funds on or about [ ], 200[ ].

RFJN_EX 18_00000237

0274



[UNDERWRITER]

Prospectus Supplement dated [ ], 200[ ]

Important notice about information presented in this
prospectits supplement and the accompar, ying prospecius:

We provide information 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 which 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 claimthat 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 wheze you can find
farther related disoussions. The following table of contents and the table of contents included in the accompanying prospectus provide the pages on which
these captions are Jocated.

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 commection with market making transactions in such notes. FT'N Financial Secuities
Corp. may act as principal or agent in these transactions. Certain information in this prospectus suppiement may be updated from time to time in
connection with transactions in which FTN Financial Securities Corp. acts asa 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 frustee.
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 gererated under those loans. The trust will issue securities, referred to as the notes, on [ ], 200[ .

The Seller and Servicer

First Termessce Bank National Association

We refer you to “The Seller and Servicer” in this prospectus supplement for more detail.
The Depositor

First Horizon Asset Securities Ine.

We refer you 1o “The Depositor” in the prospectus.

The Indenture Trustee and Administrator

The Bank of New York

The Owner Trustee
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Wilmington Trust Company

The Note Insurer

[Note Insurer]

We refer you to “The Note Insurer” and “Description of the Netes—The Policy” in this prospecius supplement for more detail.
Cut-Off Date

[],200[].

Trust Property

The property of the trust will include:

e a pool of adjustable rate home equity line of credit loans made o1 to be made in the future under home equity line of credit loan agreements, and
secured primarily by first and seoond lien deeds of trust or mortgages on residential properties that are primarily one- to four-family properties. We
sotnetimes tefer to these home equity line of oredit loan agreements as mortgage loans or home equity lines of credit.

payments on the morlgage loans recetved after the cut-off date.

any additions to the loan balanees of the mortgage loans duting the life of the trust.
o property that secured a mortgage loan which has been acquired by foreclosure or deed in lien of foreclosure.

o the benefit of the financial gnaranty insurance policy.

rights of the depositor under the purchase agresment by which the seller sells the mortgage loans to the depositor.

benefits under any hazard insurarice policies covering the mortgaged properties.

o amounts on deposit in certain accounts.

all proceeds from the items above.
The Mortgage Loans

On or before [ ], 200] ], the frust will acquire a pool of mortgage loans. The information below is based onthe pool of mortgage loans as it existedon [ },
200{ J.

number of mortgage loans: { ]

o aggregate principal balance: §{ |

average principal balance: §[ ]

range of credit limits: $[ ] to $[ ]

average credit limit: $[ ]

*

range of remaining ferms to stated maturity: [ ] months to [ ] months

weighted average remaining term fo stated matuity: | Jmonths

current loan rate per anmum range: [ % to [ 1%

-

weighted average cuvrent loan rate per anrwm: [ ]%
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5-35

o range of margins: [ 1% to [ ]%

weighted average margin: [ 1%

credit limit ntilization rate yange: [ 1% to [ 1%

L4

weighted average credit lmit utilization rate: [ 1%
o weighted average original combined loan-to value ratio: { ]%
We refor you 10 “The Seller and Servicer” and “Description of the HELOCs” in this prospectus 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 recsive payments of interest each month starting in [ ] 200{ ]. The aniount of principal you will be entitled to zeceive 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 of, if that day is not a business day, the next succeeding business day.

Interest Periods

Interest for the first payment date will acerue 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 fiom and indluding the preceding payment date to but exchuding the current
payment date. Tnterest will be calculated on the basis of the actual number of days in each inlerest period divided by 360.

Application of Collections

Interest

On each payment date, after payment of the servicing fee, the portion of interest collections on the mortgage loans received during the preceding calendar
month, that is allocated to nofeholders will be applied in the following order of priority:

1. to the indenture trustee, the indenture trustee fee;
2. to the 1ote insurer, the premium due for the policy;

3. to the noteholders, accrued interest and any overdue accrued interest on the notes, fo the extent described under “Description of the Notes—
Payments”,

4. to the noteholders, as a payment of principal, the noteholders® portion of chatge-offs incurred during the preceding calendar month, and the
noteholders’ portion of charge-offs incurred duting 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,

. to the noteholders, as a payment of prineipal, {he amount necessary to build the overcollateralization to the required level;

o

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 18_00000242
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9. to the owner of the transferor interest.
Principal

Dusing the period from the first payment date through the payment date in [ ] 200[ }, the amount of principal collections to be paid to noteholders as a
payment of prineipal will equal the excess, if any, of all principal collections on the mortgage toans received during the preceding calendar month over the
amount of alt additional batances drawn under the mortgage loans during the preceding calendar month. On every payment date after the payment date in |
] 2001 ], atl principal collections on the mortgage toans received dming the preceding calendar month will be paid to noteholders as a payment of
principal. However, the amount of principal collections on the mortgage foans paid on the notes on ary payment date wilt be reduced if the amount of
overcollateralization exceeds the required level of overcollateralization.

Notwithstanding the above, rioteholders may be entitled to all principal collections prior to the 61 month if any of the events included in the definition of
“Rapid Amortization Event™ occir.

We refer you to “Description of the Notes—Payments” in this prospectus supplement for 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 terrainate on the payment date following the eatliest of (i) the payment date ocourting in [ ], (if) the final payment or other liquidation of the
last mertgage loan in the trust and (iif) the servicer’s exercise of its riglht to repurchase the mortgage loans as described under “Optional Termination”.

Credit Enhancement
Overcollateralization and Excess Interest

The application of the payments on the moxtgage Joans 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 tequired amount after the notes have been issued.

The noteholders® portion of interest payments on the mortgage loans is expected to exceed the smount 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 resultin 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 maxinnuan levels of overcollateralization and on the performance of the
mortgage 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 delinguency or default experience onthe mortgage Joans 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 Prepayinent Considerations” and “Description of the Notes” irs this prospectus supplement for more detail.

The Policy
[Note Inswurer] will issue a financial guaranty insurance policy for the benefit of the notehiolders, which we efer (o herein as the policy. The policy will
unconditionally and irrevacably guarantee payment of acorued and unpaid interest due on the notes oneach 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 muke the payments of principal and interest are insufficient
to (i) pay accrued interest on the notes, subject to the maximmum rate, ot (i) investor charge off amounts not covered by the noteholders’ portion of interest
collections ot overcollateralization. If an insufficiency exists and it is covered by the policy, then the indenture frustee 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{]

We refer you ro “Description of the Notes—The Policy” in this prospecius supplement for more detail.

Optional Termination

On any payment date on or after the date on which the outstanding principal balance of the notes (after all principal paymerts on such paymert date) is
reduced o 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 ate issued, the

servicer will have the option of purchasing the mortgage loans, which will have the effect of redeeming the notes,

S-7

We refer you to “Description of the Notes—Optional T ermination” in this prospectus supplemeni and “The Agreements—Termination; Optional
Termination” in the prospectus.

Registration of Notes

We will igsue the notes in book-entry form. You will hold your intetests 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 tegistered in the name of the applicatle 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 and/or 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-Bniry Notes” and “Ainex I in this
prospectus supplement for maore detail.

¥ederal Income Tax Consequences

In the opinion of McKee Nelson LLP, for federal income tax purposes, the niotes will be characterized as indebtedness, and the trust will not be
characterized as an assoctation, publicly traded partnership taxable as a corporation, ot as a taxable mortgage pool. Each holder of a note, by the
acceptance of a note, will agree to treat the sectrity as indebtedness for federal, state and local income and franchise tax purposes.

W e refer you to “Federal Income Taux Consequences” and “State Tax Consequences” in this prospectus supplement concerning the application of
federal, state and local tax laws.

ERISA Considerations

Subject to the considerations and conditions described under “BERISA Considerations” in this prospechs supplement and the prospectus, the notes may be
transferred to an employee benefit or other plan or arrangement subject to the Employee Retitement Income Security Act of 1974, as amended, or to
Section 4975 of the Internal Revenue Code of 1986, as amended.

We refer you to “ERISA Considerations” in this prospectus supplement and in the prospectus.
Legal Investient Considerations

The Secondary Mortgage Market Enhancement Act of 1984 defiries “mortgage related securities™ to include only first-lien mortgages. Because the pool of
mertgage loans owned by the frust includes second-lien mortgage foans, 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 securities” and will be unable fo invest in
the notes.
We refer you to “Legdl 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:

o “AAA” by Standard & Poor’s, a division of The McGraw-Hill Companies, Inc.

e “Aza” by Moody’s Investors Sexvice, 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 tisk 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 payinents of interest that could acerue if the notes are subject to the maximum rate of interest.

We refer you lo “Risk Factors—Ratings on Notes Based Primarily on Claims-Paying Ability 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.

5-8

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 yon do not have sufficient
Investors resources ot 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 vield 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 oran 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,

 youmay 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 inferest rates, at a rate that is as
high as the interest rate on the notes or your expeoted yield; and

« uriless a secondary market for the notes develops, the notes may be illiquid investments.

You should also carefully consider the further risks disoussed below and under the
heading “Manirity and Prepayment Considerations” in this prospectus supplernent and
under the heading “Risk Factors™ in the prospectus.

Geographic Concentration Increases Risk That the Yield One risk associated with invesfing in notes backed by mortgage loans is created by auy

on the Notes May Be Impaired concentration of the related mortgaged properties in one of more geographie regions. If
the regional economy or housing market of any state (or other region) having a significant
concentration of the properties underlying the montgage loans weakens, the mortgage
loans related to properties in that region may experience high rates of loss and
delinquency, resulting in Josses to notcholders if the note insurer fails to perform under
the policy. A region’s economic condition and honsing market may be adversely affected
by a variety of events, including natural disasters suchas ecarthquakes, lunicanes, 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
propetties 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 [ 1, 200[ ], approximately [ 1%, [ 1%, 1%
and | ]% 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 tate for mottgage loans concentrated in
such ateas and if the note insurer fails to pesform under the policy, you may expetience
delays in payment or suffer a loss.
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Cash Flow Limited in Early Years of Mortgage Loans 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 tmake monthly payments of
principal during the draw petiod under the related credit line agreements, although
(ninimum payments are requived to at least equal, and may exceed, accrued interest and
fees. Principal payments on the converted portion of a martgage loan amortize over a
period selected by the bortowet, not to exceed the original maturity of the maortgage loan.
As aresult, collections on mortgage loans may vary. A substantial portion of the
mortgage loans by outstanding principal balance as of the cut-oft date may permit the
related bomrowers 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 out-
off date. Collections on the mortgage loans may also vary due to seasonal purchasing and
payment hiabits of bortowers. As « result there may be linited collections available to
1make payments to you and you may receive payments of principal more slowly than

anticipated.
The Failure to Deliver the Loan Documents and the Under the terms of a sale and servicing agreement, among the depositor, the servicet, the
Failure to Record the Assigniments May Cause a Sale to trust and the indenture trustee, so long as the seller’s uasecured debt is assigned a
the Depositor to he Ineffective minimum rating of “Baa2” by Moody’s Investor Service, Inc. and “BBB” by Standard and

Poor’s Ratings Services, a division of The MeGraw-Hill Companies, Inc., the loan
documents with respect to each home equity line of credit will be retained by the seller,
and assigninents 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 ox
inadvertently resells a home equity line of credit to a purchaser who had nonotice 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.

Fach of the seller and the depositor have taken steps to structute 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 insotvency or bankruptcy of the seller or the depositor, the seller o
the depositor is found not to have sold the horne equity lines of eredit, 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 secutity
interest in the home equity lines of credit because the seller and the depositor have filed
financing statements 1o perfect the depositor’s and/or the trust’s and/or the indenture
trustee’s security interest in the home equity lines of eredit 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 secwing the home
equity lines of credit.

The circumstances under which the seller would be required lo prepare assigrments and
segregate mortgage notes in advance of delivery and the cirounstances under whichthe
seller would be required to deliver the mortgage notes and other docurnents retated to
each mortgage loan in each case are described in this prospectus supplement under
“Description of HELOCs—Assignment of HELOCs.”

S-10

The Servicer Has Limited Ability to Change the Terms
of the Mortgage Loans The servicer may agyee to changes in the terms of a mortgage loan if the changes:

» do 1ot materially and adversely affect the interest of the noteholders or the note insurer; and
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Interest Payable on the Notes and Interest Payable on
the Mortgage Loans Differ

 are consistent with prudent business practice.

Tn 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 oan-to-value ratio of that mortgage loan
and, accordingly, may increase the likelihood and could increase the severity of loss in the
event of 2 default under the mortgage loan. In addition, any reduction in the loan rate ofa
mortgage loan could reduce the excess cash flow available to absorb losses.

We refer you to “The Servicing Agreement—Modifications 1o 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 onthe
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 @ designated margin, subject to
maximum limitations on adjustments or, if the borrower has elected to convert the rate of
interes! 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 1ate 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 [ 1%.

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 ona 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 Chims 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.
Tlerefore, 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 wonld reduce the market value of the notes
and may affect your ability to sell them. The ratings on your notes address credit tisk 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 prepayrment than traditional
mortgage loans. The trust’s prepayment experience miay be affected by a wide variety of
factors, including:

RFJIN_EX 18_00000247

0284



« general economic condlitions,

interest rates,

the availability of alternative tinancing,

homeowner mobility, and

»

changes affecting the ability to deduct interest payments on home equity lines of credit for
Pederal income tax purposes.

In addition, substantially all of the morlgage loans contain due-on-sale provisions, which
may affect the rate of prepayment.

We refer you to “Manarity and Prepayment Considerations” in this prospectus

supplement.
Yield té Maturity of Notes May be Affected by " The yield to maturity of the notes may be affected by certain repurchase requirements.
Repurchases “The seller will be required to purchase morigage 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 asto which a borrower has converted allor a portion to a fixed rate
tmortgage toan fo the extent the aggregate principal balance of the portions of the
mortgage loans with fixed rates exceeds 10% of the then cument 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.

Consequences of Owning Book-Entry Notes Limit on Liquidity of Notes. Issuance of the notes in book-entry form may reduce the
Jiquidity of the notes in the secondary trading market since investors may be unwilling to
purchase seourifies for which they cannot obtain physical notes.

Limit onAbility to Transfer or Pledge. Qince transactions in the notes can be effected
only through DTC, Clearstrea, Euroclear, participating organizations, indirect
participants and banks, your ability to pledge your notes to persons or entities that donot
participate in the DTC, Cleasstream or Buroclear system or otherwise to take actions in
respeot of the notes, may be linite @ due to lack of a physical secutity representing the
notes.

Delays in Payments. As a beneficial owrler, you may expetience some delay i your
receipt of payments of interest on and principal of your notes sinee payments will be
forwarded by the tnistee to DTC and DTC will credit payments to the accounts of its
participants which will credit thetrt to the accounts of the benefteial owners either directly
or indirectly through indirect participants.

We refer you to “Description of the Notes—Book-Entry Notes  in this prospecids
supplement.

S-12

The effects of terrorist atfacks and militaxy action are

not determinable The effects that possible fture terrorist attacks or ofher inciderts and telated militaty
action, or the military action by United States forces in Irag and other regions, may have
on the performance of the mortgage Loans or on the vahies of the related mortgaged
properties cannot be determined at this time. Investots should consider the possible effects
of such incidents on delinquency, default and prepayment expesience of the mortgage
loans. Federal agencies and non-governient 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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An Insolvency of the Seller May Delay, Accelerate ox
Reduce Payments on the Notes

Mortgage Loans May Convert fo Fixed Rates Which
May Reduce the Yield on the Notes

The current deployment of U.S. military reservists and mernbers 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 & borrower who is covered by
the Relief Act may not be charged mferest on the related mortgage loan in excess of 6%
annually during the period of the borrawer’s active dity. Under the Military Reservist
Retief Act, which is a California statute, under certain circumstances, California residents
called into active duty with the reseives can delay payrments 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 shottfalls are not required to be paid by the borrower at any future time.
Neither the setler, the depositor or the master sevicer is required to advance these
shortfalls as delinquent payments, and sich shortfalls are not covered by any form of
credit enhancement on the certificates. Any reductions resulting from such Acts will be
allocated pro raze amang the senior certificates and the subordinated certificates.

Tn addition, legislation granting similar loan payment relief to certain persons not covered
by the Relief Act has been proposed and may be enacted 1n various slates.

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 surendering certain rights under the Federal Deposit
Insurance Act, as amended by the Financial Institutions Reform, Recovery and
Enforcemert Act of 1989, to reclaimn, recover of recharacterize a financial institution’s
transfer of financial assets such as the home equity Tines of credit if (i) the transfer
involved a securitization of the financial assets and meets specified conditions for
treatment as a sale under relevant accounting principles, (if) the financial institution
received adequate consideration for the transfer at the time of the transfer, (iif) the parties
intended that the transfer constitute a sale for accounting purposes and the relevant
documertation reflects such intention and (v) the financial assets were not fransferred
frandulently, in contemplation of the financial institufion’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 fransfers are intended to satisty all of these conditions.
However, if the Federal Deposit Inswance Corporation were to asserta 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 1epay the notes early and for an amount that may be
greater or less than their principal balance. Under these civeumstances, you may suffer a
loss. Furthermare, the insolvency of the setler would result in the commencement of a
rapid amortization event. Ifa rapid amortization period oceurs, 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 bortower can convert all or & portion of the amount ontstanding under a
mortgage loan from an adjustable rate to a fixed rate as long as the borrower is curent in
payment on the borrower’s morfgage loan. The maximum aggregate principal balance of
the portion of the mortgage loans with tespect to which the related borrower has made
sich ant clection 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 tepresenting an aggregate principal balance in excess of such 10%. The
Fxed rate on a converted loan tiay be lower thai 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 1o 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 ¢ap. See “Description of the HELOCs”
and “Matarity and Prepayment Considerations” in this prospectus supplement.
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FORWARD-LOOKING STATEMENTS

We caution you that certain statements contained in. or incorporated by reference in this prospectus supplement and the accompanying
prospectus consist of forward-looking statements relating 1o future economic performance or projections and other financial items. These stalements can
be identified by the use of forward-looking words such as “may,” “will,” “should,” “expects,” “Deligves,” “anticipates,” “estimates,” or other
comparable words. Forward-looking statements are subject 1o a variety of risks and uncertainties that could cause actual results to differ from the
projected results. Those risks and wncertainties include, among others, gencral economic and business conditions, regulatory initiatives and compliance
with govermmenial regulations, customer preferences, effects of prepayments, changes in interest rates and various other matters, many of which are
beyond our control. Because we cannol predict the future, what actually happens may be very different fi-om what we predict in our forward-looking
statements.

» o«

THE TRUST
General

First Horizon ABS Trust 200] ]| | is a statutory trust formed under the taws of the State of Delaware by the trust agreement, dated as of [} 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 “goveming instrument” under the laws of the State of Delaware relating to statutory trusts. After its formatiorn, the trust
will not engage in any activity other than (1) 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 transteror interest and (4) engaging in other activities that ar¢ necessary, snitable or convenient to
accomplish these purposes,

The trust property will consist of:

» each of the home equity lines of credit or “HELOQCs” 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
batances 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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[Nore Insureij (the “Note Insurer”) has supplied the Joltowing informarion for inclitsion in this prospectus supplement. No representation is
made by the issuer or the underwriter as to the acciiracy and completeness of this information.

[NOTE INSURER]
[Description of Note Insurer, including financial information]}
THE SELLER AND SERVICER
Tivst Tennessee Bank National Association

The seller and servicer, First Termessee Bank National Association (‘FTBNA”), is a national barlking association, with its principal executive
offices Tocated at 165 Madison Averue, Memphis, Tennessee, 38103, telephone number (901) 523-4444. First Tennessee Bank’s business is subject to
examination and regulation by federal and state banking euthorities.

FTBNA is the primary banking subsidiary of First Horizon National Corporation (“FHNC™), 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{ ], 200[ ], First Horizon National Corporation had consolidated total
assets of approximatety $[ .

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 frough its 24-Tour telephone banking servicing.

FTBNA has beer in the business of servicing residential home equity lines of credit for more than 10 years. FTBNA also services horme squity
lines of eredit originated or purchased through its morigage banking subsidiary, First Horizon Home Loans Corporation. First Horizon Home Loans
Corportation originates mortgage loans through its retail and wholesale operations and also purchases mortgage loans fram third-party mortgage bankers
(known as “correspondent lenders™). First Horizon Home Loans Corporation originates horne equity lines of credit pursuant to FTBNA’s underwriting
guidelines.

Credit and Underwriting Guldelines

The following is a description of FTBNA’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 andincluding 100%. Product
imaximums and CLTV maxirums are contingent upon risk assessment criteria which take irto 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 firstor second lien position. For second liens, loan amounts are further limitedto a
maximum amount as follows: (@) if the CLTV is = 90%, then the maximum combired loan amount is $800,000 and (i) if the CLTV is <90%, then the
maximum combined Joan amountis $1,200,000.

Each applicant for a HELOC is required to coruplete an application, which lists the applicant’s outstanding debt, income, employment history,
and other demographic and personal information. A customer may subimit an application through one of several distibution channels including branch,
teleplione banking unit, morigage broker, U.5. mail, or through the internet. Onee the application.is received and the data is entered into the application
processing system, if all necessary information is provided, a oredit report is refrieved 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 HELOCSs 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 aralyst for further review. The contingency processing and underwriting review are part of FTBNA’s
underwriting activities managed by the Portfolio Management Department.

S-15

The eredit approval process utilizes c1edit scoring, the application of lending guidelines and, within the limits of these guidelines, limited
subjective assessments by expetienced analysts. Analysts review the equity position of the requested loan (including both the prionity 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
loan Specific requirements relating to the evaluation are ouflined in the risk assessmert criteria matrices developed by the Portfolic Management
Department, which are automated within the application processing systemn wherever possible, This evaluation generally consists of:

« teviewing and verifyving 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 retamns;

« evaluating the applicant’s gross debt (as stated in fhe 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 eredit history is
exammined to ensure any tmajor negative events such as bankruptey, repossession, ot foreclosure have not ocourred within the past four years. Minimum

acceptable credit scores are established through an angoing risk management and eredit sooring process.

The applicant’s ability to eam 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 aceeptable 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 tequired to establish
the applicant’s income. Currently, the extent of required income verification is determined based on applicant’s property type, assessed oredit 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
from sources other than employment for qualifying purposes, the applicant st demonstiate & satisfactory history of receipt of the income, If income
verification is required, the fdlowing criteria are generally utilized:

» if salaried, income is verified through W-2s and curent pay stubs;
» if an applicant is self-employed, two previous years of tax returns are required,
o generelly, 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.

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. Maximun
ratios are assigned as follows:

Property Type Debt to Income Ratio

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 measute for the particular approved vendor. If the transaction does not
meet the AVM eligibility criteria, a ENMA 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 wsed, a limited title policy or full title policy (inchiding appropriate endorsements) equal to the loan amount is
required with an effective date no later than the closing of the HELOC.

At the fime the HELOCS are originated, property insurance naming FTBMA as Joss payee, with appropriate coverage for all collateral securing
the loat, is required. 1f the property is determined to be in a Special Flood Hazard Area, flood insurance, with FTBNA named as loss payee, 15 also
required.
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Third Party HELOCsS are originated through a channel of approved brokers and cortespondent lenders. All home equity line of eredit 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
ETBNA (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 Joan amownts 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
docurented loans.

FIBNA’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 avea is located in Knoxville, Tennessee. FTBNA collections on HELOC accounts are based upon stage of
delinguency and credit score strategies for high-risk custorers. Generally, at one day past due, an account is woved from the consumer loan account
system to FTBNA’s collection system “CACS”, which s utilized to manage the timing and extent of collection efforts. The eollections manager uses the
CACS and Concerto Dialer systems to define a variety of collection strategies by stratifying delinquent accounts based on borrower oredit score, balance
criteria and days past due.

Accounts tagged as high risk due to their most current eredit score receive intensified collection activity based upon their balance and days-past-
due criteria. Depending on the collection history, the CACS typically tracks 2 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 ave 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 regardiess of whether they become current. A foreclosure representative typically orders a property valuation when an
account reaches 90 days past due. Generally, by the fime the account reaches 150 days past due, but nolater 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 @ more senior
officer. At 180 days past due the HELOC 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).

817

Once an accaunt is referred fo FTBNA’s foreclosure departrent, 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 inifiating 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. Ifit is determined that the cost of maintaining or paying off the semior 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 tifle to the property, the foreclosure specialist will transfer
the account to the Real Estate Owned (REQ) 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 REQ Department and would fake into account all anficipated liquidation expenses (such as legal fess, real estate taxes,
maintenarce and preservation expenses).

The REOQ Deparitnert 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- downif necessary. [f the mortgaged property was subject to a senior lien, the REO Department is responsible for paying
off the senior lien holder at the titne of the property fransfer.

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 portfolia and applicable laws and regulations.

Foreclosure, Delinquency and Loss Experience

The tables below summarize the delinquency, foreclosure and loss expetience of home equity line of credit loans owned by FTBNA and serviced
by FTBNA. The data includes all home equity line of credit loans owrned by FTBNA whether originated or purchased and reflects home equity line of

aredit loans that were originated or underwritlen under criteria different from the HELOCs Lield by the trust. Further, the delinquency and loss figures
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presented below for [ ], 200[ | 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 Jikelihood, amount or sevetity of
delinquency or losses on the mortgage loans and no assurances can be given that the foreclosure, delinquency andloss expetience presented in the
following tables will be indicative of the actual experience on the mortgage louns.

ETBNA 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 payrment of at least 90% of the total outstanding scheduled monthly payments, FTBNA will “re-age” the mortgage
loan so that it is considered evrrent. 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 fliat the delinquenay, foreclosure and loss experience shown in the following tables will be representative of the results
that may be experienced for the HELOCs included in the trust

5-18

LOSS, DELINQUENCY AND FORECLOSURE EXPERIENCE
OF THE SERVICER’S PORTFOLIO OF HELOCS

As of Asof
[, 20001 ] [ 1, 2000{ ]
i Principal Balance Percentage(1)

gl
30-59 days

90-119 days

Recoveries(3)

As of Asof
[ 1, 2000]] [ 1, 20001 ]

I Balance Percentage(1) Principal Balance Percentage(l)

§0~59 days

90-119 days

Recoveries(3)

(1) “Delinquencies as a Percentage of Loans Outstanding” is based on the rumber of payments contractially past due, excluding loans in foreclosure.
Delinquency categories include accounts onnon-acerual and accounts with respect to which the related borrower has declared bankruptcy.

(2) “Gross Charge-offs™ are amounts which have been determined to be uncollectible relating to HELOCs for each calendar year.

(3) “Resoveries™ 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 Delinguency and Foreclosure Trends

For FTBNA’s total portfolio, mortgage loan delinquencies generally have decreased since [ ], 200 J. Although these decreases may be due to a
variety of factors, FTBNA believes that growth in the portfolio, the amount of tumover 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
cconomic conditions or downturms in the residential real estate market will not result in increased rates of mortgage loan delinquencies and foreclosure
losses in the future.

§-19

If the residential real estate market should experience an overall decline in propeity values such that the outstanding balances of the mortgage
Joans, and any secondary financing on the mortgaged properties by a lender, become equal to or greater thar the value of the morigaged properties, the
actual rates of delinquencies, foreclosures and losses conld be significantty higher than the rates indicated in the tables above. To the extent that such
losses ogour in sonnection with the mortgage loans and are not otherwise covered by the forms of eradit 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 describedin this prospectus supplement, provides that the noteholders will be entitled to
Teceive 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, which 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 inferest 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 2 HELOC may be subject to an early termination fee of not more than $250.

There can be no assurarce as to the rate of losses or delinguencies on any of the HELOCSs; however, the rate of such losses and delinquencies are
likely to be higher than those of traditional first lien mortgage loans, particulatly in the case of HELOCs with high combined loan-to-value ratics. To the
extent that any losses are incurred on any of the HELOCs that are not covered by excess intexest allocable to noteholders, overcollateralization or the
Policy, notehalders will bear all fisk of suchlosses resulting fiom 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 prepayments 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. Itis possible that an
increased level of the Indsx could ocour stnultaneously with a lower level of prevailing intetest rates, which would be expected to result in faster
prepayments, thereby reducing the weighted average life of the notes. Conversely, if LIBOR wete to increase above the Index, the note rate would be
linited to a maximmum rate, which would also adversely affect your yield. The “Index” for any date on which the loan rate for a HELOC subject to
adjustment is the highest “prime rate” as published in The Wall Street Journal. 1f the “prite rate” is no longer published, then the Index will be a
comparable independent index selected by the seller. n 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 excrcise this option dusing periods of rising interest rates as borrowers attemipt to timit their risk of
higher rates. The availability of fixed rate mortgage loans at competitive interest rates during penods of falling inferest rates also may encourage
boreowers to exercise the option. As a result, there may be periods during which the note rate would be litnited 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 batance 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 requited 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 1ate 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 bya wide variety of factars, including general economic conditions,
changes in the deductibility of interest payments on HELOCs for federal income tax puposes, prevailing interest rates, the availability of alternative
financing and homeowner mobility.
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In addition, the trust’s prepayment expetience and the rate at which the notes arortize will be affected by any repurchases of HELOCs by the
seller as a result of a breach of a representation and waranty 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 perimitied 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 HELOC. To the extent permitted by applicable law, such assumption will not releage the original borrower from its obligations
wunder 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 acerued interest and fees. Inn addition, borrowers may fail to
imake scheduled payments. Collections on the HELOCs may atso vary due to seasonal purchasing and payment habits of bortowers. Accordingly, there
may be times, especially during the years that a substantial percentage of HELOCs are in the draw period, that very litle is distributed on the notes in
respect of principal.

No assurance can be given as to fhe 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 fhe trust were originated under loan agreements and disclosure statements {the “Credit Line Agreements”) and are secured by
mortgages or deeds of trust, which are primarily first and second mortgages or deeds of trust, on morlgaged properties. The mortgaged praperties 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 propertics are owner ocoupied. The HELOCs were underwritten in accordance with the standards in
effect at the lime 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 supplementrelating to the HELOCs to be included in the pool as presently constituted is representative of the charactenstics
of the HELOCS to be included in the pool as of the closing date, although some charactenstics 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 maximiim curtent loan
rate an the Cut- Off Date were approximately [ 1% 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 apptoximately | 1%, the minimum credit
Yt 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 principal balance of a HELOC by the credit limit of the related Credit Line Agreement. The weighted
average combined original loan-to-vahie rafio of the HELOCs was approximately [ 1%. Approximately [ ]% of the mortgage loans are Full
Documentation Loans and approximately | 1% of the mortgage loans are Stafed 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 delinguent 30 days or more.

S-21

HELOC Pool Statistics

T'he 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 Agpregate
Mortgage Qutstanding Qutstanding Principal
Range of Principal Balances Loans Principal Balance Balance
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$180,001 - $200,000

$220,001 - $240,000

$260,001 - $300,000

$400,001 - $500,000

Qccupancy Type

Percentage of Cut-Off

Number of Aggregate Date Aggregate
Mortgage QOutstanding Qutstanding Principal
Occupancy Loans Principal Balance Balance

Owner O

Investor

$-22

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 (i) the credit limit of the HELOCs and (ii)
any outstanding principal balances of mortgage loans senior or of equal priority to the HELOCs (caleulated 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.

Percentage of Cut-Off
Numiber of Aggregate Date Aggregate
Mortgage Qutstanding Qutstanding Principal

Range of Original Combined Loan-to-Value Ratios (%) Loans Principa Ba

5.01-10.00

15.01 - 20.00

75.01 - 80.00

RFIN_EX 18_00000257
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Loan Purpose

Percentage of Cut-Off

Number of Aggregate Date Aggregate
Martgage Qutstanding Ouistanding Principal
Purpose Loans Principal Bailance Balance

Purchase
K
Cash out refinance

Property Type
Percentage of Cut-Off
Number of Aggregate Date Aggregate
Mortgage Outstanding Outstanding Principal
Property Type Loans Principal Balance Balance

Single Family

Townhouse

Manufactured/Mobile

Geographic Distribution

The geographic locations used for the following table were determined by the billing address for the mortgage property securing the related
HELOC.

Percentage of Cut-Off

Number of Aggregate Date Aggregate
Mortgage Outstanding Outstanding Principal
Geographic Distribution Loans Principal Balance Balance

Arkansas

Calorado

Indiana
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Kansas

Maryland

Mississippi

Oklahoma

Pennsylvania

Virginia
West Virginia

Wyorning

Current FICO 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.

Percentage of Cut-Off

Number of Aggregate Date Aggregate
Mortgag Outstanding Outstanding Principal
Range of FICO Scores Loans Principal Balance Balance

500 - 519

540 - 559

620 - 639
ot
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