{Continued from page 2)

You may want to provide us with an appraisal of your loss by a pro-
fessional appraiser as a part of your statement of loss.

We may require you to show us your records, checks, letters, con-
tracts, and other papers which relate to your claimof loss. We may
make copies of these papers.

We may require you to answer questions under oath,

Our obligation to you could be reduced if you fail or refuse to:

e provide a statement of loss
or
@ answer our questions under oath
or
o show us the papers we request,
and
e your failure or refusat affects our ability to dispose of or to
defend you against the claim.

4. QUR CHOICES WHER YOU NOTIFY US

OF A CLAIM

After we receive your claim notice or in any other way learn of a
matter for which we are liable, we can do one or more of the
foliowing:
a Pay the claim against your title.
b. Negotiate a settlement.
¢. Prosecute or defend a court case refated to the claim.
d. Pay you the amount required by this Policy.
e. Take other action which will protect you.
f. Cancel this policy by paying tne Amount of insurance, then
in force, and only those costs, attorney’s fees and expenses
incurred up to that time which we are obligated fo pay.

5. HANDLING A CLAIM OR COURT CASE

You must cooperate with us in handling any claim or court case
and give us all relevant information.

We are required to repay you only for those settlement costs,
attorneys' fees and expenses that we approve in advance.
When we defend your title, we have a right to choose the attorney.
We can appeal any decision to the highest court. We do not have to
pay your claim until your case is finally decided.

LIMITATION OF THE CORPANY'S LIABILITY

a. We will pay up to your actual loss or the Amount of Insurance
in force when the claim is made — whichever is less.
b. If we remove the claim against your title within a reasonable

time after receiving notice of it, we will have no further fiability

for it.

If you cannot use any of your fand because of a claim against
your title, and you rent reasonable substitute land or facilities,
we will repay you for your actual rent until:
e the cause of the claim is removed
or
o we seitle your claim

¢. The Amount of Insurance will be reduced by all payments made
under this policy — except for costs, attomey's fees and expenses.

d. The Amount of Insurance will be reduced by any amount we
pay to our insured holder of any mortgage shown in this Palicy
or a later mortgage given by you.

e. if you do anything to affect any right of recovery you may have,
we can subtract from our liability the amount by which you
reduced the value of that right

TRANSFER OF YOUR RIGHTS

When we settle a claim, we have all the rights you had against any
person or property refated to the claim. You must transfer these
rights to us when we ask, and you must not do anything to affect
these rights. You must fet us use your name in enforcing these
rights.

We wilt not be liable to you if we do not pursue these rights or if we
do not recover any amount that might be recoverable.

With the money we recover from enforcing these rights, we will
pay whatever part of your loss we have not paid. We have aright to
keep what is left.

ARBITRATION

It it is permitted in your state, you or the Company may
demand arbitration.

The arbitration shall be binding on both you and the Company. The
arbitration shall decide any matter in dispute between you and
the Company.
The arbitration award may:

e include attorneys’ fees if allowed by state law

o be entered as a judgment in the proper court
The arbitration shall be under the Title Insurance Arbitration Rules
of the American Arbitration Association. You may choose current
Rules or Rules in existence on Policy Date.
The law used in the arbitration is the law of the place where the
property is located.
You can get a copy of the Rules from the Company.

OUR LIABILITY IS LIMITED TO THIS POLICY

This Policy, plus any endorsements, is the entire contract between
you and the Company. Any claim you make against us must be
made under this Policy and is subject to its terms.
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Owner’'s Information

Your Title Insurance Policy is a legal contract
between you and the Company.

It applies only to a one-to-four family residential
fot or a condominium unit. If your land is not
either of these, contact us immediately.

The Policy insures you against certain risks to
your land title. These risks are listed on page one
of the Palicy. The Policy is limited by:

e Exclusions on page 2
o Exceptions in Schedule B
s Conditions on pages 2 and 3

You should keep the Policy even if you transfer
the title to your land.

If you want to make a claim, see Item 3 under
Conditions on page 2.

You do not owe any more premiums for the
Policy.

The above owners information is not your
insurance Policy. It is only a brief outline of some
of the important Policy features. The Policy
explains in detail your rights and obligations and
our rights and obligations. The Policy is the legal
document, YQU SHOULD READ THE POLICY
VERY CAREFULLY.

If you have any questions about your Policy,
contact:
First American Title insurance Company
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ALTA Homeowner's Policy of Title insurance (10/17/98)

Policy Page 1

Policy No. ER

ISSUED BY

First American Title Insurance Company
’ EAGLE protection Owner’s Policy
FOR A ONE-TO-FOUR FAMILY RESIDENCE

OWNER’S COVERAGE STATEMENT

This Policy insures You against actual loss, including any costs, attorneys’ fees and
expenses provided under this Policy, resulting from the Covered Risks set forth below, if
the Land is an improved residential lot on which there is located a one-to-four family
residence and each insured named in Schedule A is a Natural Person.

Your insurance is effective on the Policy Date. This Policy covers Your actual loss from
any risk described under Covered Risks if the event crealing the risk exists on the Policy
Date or, to the extent expressly stated, after the Poticy Date.

Your insurance is limited by all of the following:
* The Policy Amount shown in Schedule A

o For Covered Risk 14, 15, 16 and 18, Your Deductible Amount and Our Maximum
Dollar Limit of Liability shown in Schedule A

 Exceptions in Schedule B.

» Qur Duty To Defend Against Legal Actions
* Exclusions on page 2

 Conditions on page 2 and 3.

COVERED RISKS
The Covered Risks are:
1. Someone else owns an interest in Your Title.

2. Someone else has rights affecting Your Title arising out of leases, contracts, or
options.

. Someone else claims to have rights affecting Your Title arising out of forgery or
impersonation.

. Someone else has an easement on the Land
. Someone else has a right to limit Your use of the Land
. Your Title is defective. :
. Any of Covered Risks 1 through 6 occurring after the Policy Date.
. Someone else has a lien on Your Title, including a:
a. Mortgage;
b. judgment, state or federal tax lien, or special assessment;
¢. charge by a homeowner's or condominium association; or

d. fien, occurring before or after the Policy Dale, for tabor and material furnished
before the Policy Date.

9. Someone else has an encumbrance on Your Title.

. Someone else claims to have fights affecting Your Title arising out of fraud, duress,
incomipetency or incapacity.

. You do not have both actual vehicular and pedestrian access to and from the Land,
based upon a legal right.

. You are forced to correct o remove an existing violation of any covenant, condition
or restriction atfecting the Land, even if the covenant, condition or restriction is
excepted in Schedute B.

.- Your Title is lost of taken because of a violation of any covenant, condition or __

Testriction, which occurred before You acquired Your Title, even if the covenant,
condition or restriction is excepted.in Schedule B.

. Because of an existing violation of a subdivision law or regulation affecting the Land:

a. You are unable to obtain a building permit;
b. You are forced to correct or remove the violation; or

¢. someone else has a legal right to, and does, refuse to perform a contract to
purchase the Land, fease it or make a Mortgage loan on it.

The amount of Your insurance for this Covered Risk is subject to Your Deductible
Amount and Our Maximum Dollar Limit of Liabitity shown in Schedule A.

. You are forced to remove or remedy Your existing structures, of any part of them —
other than boundary walls or fences — because any portion was built without
obtaining a building permit from the proper government office. The amount of Your
insurance for this Covered Risk is subject to Your Deductible Amount and Our
Maximum Dollar Limit of Liability shown in Schedule A.

16. You are forced to remove or remedy Your existing structures, or any part of them,
because they violate an existing zoning law or zoning regulation. If You are required
to remedy any portion of Your existing structures, the amount of Your insurance for
this Covered Risk is subject to Your Deductible Amount and Our Maximum Dollar
Limit of Liability shown in Schedule A.

. You cannot use the Land because use as a single-family residence violates an
existing zoning law or zoning regulation.

. You are forced to remove Your existing structures because they encroach onto Your
neighbor's Land. If the encroaching structures are boundary walls or fences, the
amount of Your insurance for this Covered Risk is subject to Your Deductible
Amount and Our Maximum Dollar Limit of Liability shown in Schedule A.

. Someone else has a legal right to, and does, refuse to perform a contract to purchase
the Land, lease it or make a Mortgage loan on it because Your neighbor's existing
structures encroach onto the Land.

. You are forced to remove Your existing structures because they encroach onlo an
easement or over a building set-back line, even if the easement or building set-back
line is excepted in Schedule B.

. Your existing structures are damaged because of the exercise of a right to maintain or
use any easement affecting the Land, even it the easement is excepled in Schedule B.

. Your existing improvements (or a replacement or modification made to'them after the
Policy Date), including lawns, shrubbery or trees, are damaged because of the future
exercise of a right to use the surface of the Land for the extraction or development of
minerals, water or any other substance, even if those rights are excepted or reserved-
from the description of the Land or excepted in Schedule B.

23. Someone else tries to enforce a discriminatory covenant, condition of restriction that
they claim affects Your Title which is based upon race, color, religion, sex, handicap,
familial status, or national origin. ’

24. A taxing authority assesses supplemental real estate taxes not previously assessed
against the Land for any period before the Policy Date because of construction or a
change of ownership or use that occurred before the Policy Date. :

25. Your neighbor builds any structures after the Policy Date — other than boundary
walls of fences — which encroach onto the Land.

26. Your Title is unmarketable, which allows someone else to refuse to perform a
contract to purchase the Land, lease it or make a Mortgage foan on it.

27. A document upon which Your Title is based is invalid because it was nat properly
signed, sealed, acknowledged, delivered or recorded.

28. The residence with the address shown in Schedule A is not located on the Land at
the Policy Date.

29. The map, if any, attached to this Policy does not show the correct location of the
Land according to the Public Records.

OUR DUTY TO DEFEND AGAINST LEGAL ACTIONS

We will defend Your Title in any legal action only as to that part of the action which is
based on a Covered Risk and which is not excepted or excluded from coverage in this
Policy. We will pay the costs, attorneys' fees, and expenses We incur in that defense.

We will not pay for any part of the legal action which is not based on a Covered Risk or
which is-excepted or excluded from coverage in this Policy. B

We can end Our duly to defend Your Title under paragraph 4 of the Conditions. ™
This Pelicy is not complete without Schedules A and B.

First American Title Insurance Company
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EXCLUSIONS
in addition to the Exceptions in Schedule B, You are not insured -against loss, costs,
attorneys’ fees, and expenses resulting from:
1. Governmental police power, and the existence or violation of any law or government
regulation. This includes ordinances, laws and regulations concerning:
a. building
b. zoning
¢. land use
d. improvements on the Land
e. land division
f. environmental protection
This Exclusion does not apply to violations or the enforcement of these matters if notice
of the violation or enforcement appears in the Public Records at the Policy Date.
This Exclusion does not limit the coverage described in Covered Risk 14, 15, 16, 17 or 24.
2. The failure of Your existing structures, or any part of them, to be constructed in accordance
with applicable building codes. This Exclusion does not apply to violations of building
codes if notice of the violation appears in the Public Records at the Policy Date.
3. The right to take the Land by condemning it, unless:
a. anotice of exercising the right appears in the Public Records at the Policy Date; or
b. the taking happened before the Policy Date and is binding on You if You bought
the Land without Knowing of the taking.
4, Risks:
a. that are created, allowed, or agreed to by You, whether or not they appear in the
Public Records;
b. that are Known to You at the Policy Date, but not to Us, unless they appear in the
Public Records at the Policy Date;
c. that result in no loss to You; or
d. that first occur after the Policy Date - this does not limit the coverage described
in Covered Risk 7, 8.d, 22, 23, 24 or 25.
5. Failure to pay value for Your Title.
6. Lack of a right:
a. to any Land outside the area specifically described and referred to in
paragraph 3 of Schedule A; and
b. in streets, alleys, or waterways that touch the Land.
This Exclusion does not limit the coverage described in Covered Risk 11 or 18.

CONDITIONS
1. DEFINITIONS:
a. Easement - the right of someone else to use the Land for a special purpose.
b. Known - things about which You have actual knowledge. The words “Know™ and
"Knowing" have the same meaning as Known.
¢. Land - the Land or condominium unit described in paragraph 3 of Schedule A and
any improvements on the Land which are real propery.
d. Mortgage - a mortgage, deed of trust, trust deed or other security instrument.
¢. Matural Person - a human being, not a commercial or legal organization or entity.

Natural Person-includes a trustee of a-Jrust even if the trustee is-not a human.being. -

f... Policy Date - the date and time shown in Schedule A. If the instired named in
Schedule A first acquires the interest shown in Schedule A by an instrument recorded
in the Public Records later than the date and time shown in Schedule A, the Policy
Date is the date and time the instrument is recorded.

g. Public Records - records that give constructive notice of matters affecting Your
Title, according to the state statutes where the Land is focated.

h. Title - the ownership of Your interest in the Land, as shown in Schedule A.

i. Trust - aliving frust established by a human being for estate planning.

j. We/Our/Us - First American Title Insurance Company.

k. You/Your - the insured named in Schedule A and also those identified in paragraph
2.b. of these Conditions.
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b. When We choose the options in paragraphs 4.a. (5), (6) or (7), all Our obligations for
the claim end, including Our obligation to defend, or continue to defend, any legat action.

¢. Even if We do not think that the Policy covers the claim, We may choose one or more
of the options above. By daing so, We do not give up any rights.

5. HANDLING A CLAIM OR LEGAL ACTION

a. You must cooperate with Us in handling any claim or legal action and give Us all
relevant information.

b. If You fail or refuse to cooperate with Us, Your coverage will be reduced or ended, but
only to the extent Your failure or refusal affects Our ability to resolve the claim or
defend You. '

¢. We are required to repay You only for those seltlement costs, attorneys' fees and
expenses that We approve in advance.

d. We have the right to choose the attorney when We bring or defend a legal action on
Your behalf. We can appeal any decision to the highest level. We do not have to pay
Your claim untif the legal action is finally decided.

e. Whether or not We agree there is coverage, We can bring or defend a legal action, or lake
other appropriate action under this Policy. By doing so, We do not give up any rights.

6. LIMITATION OF QUR LIABILITY

a. After subtracting Your Deductible Amount if it applies, We will pay no more than the
least of:
(1) Your actual loss,
(2) Our Maximum Dollar Limit of Liability then in force for the particular Covered

Risk, for claims covered only under Covered Risk 14, 15, 16 or 18, o

(3) the Policy Amount then in force,
and any costs, attorneys' fees and expenses which We are obligated to pay under
this Policy.

. (1) If We rernove the cause of the claim with reasonable diligence after receiving nalice of
it, all Our obligations for the claim end, including any obligation for loss You had
while We were removing the cause of the claim.

(2) Regardless of 6.b. (1) ahove, if You cannot use the Land because of a claim
covered by this Policy:

(@) You may rent a reasonably equivalent substitute residence and We will repay
You for the actual rent You pay, until the earlier of;

(1) the cause of the claim is removed; or

(2) We pay You the amount required by this Policy. If Your claim is covered
only under Covered Risk 14, 15, 16 or 18, that payment is the amount of
Your insurance then in force for the particular Covered Risk.

{b) We will pay reasonable costs You pay to relocate any personal property
You have the right to reriove from the Land, including transportation of that
personal property for up fo twenty-five (25) miles from the Land, and repair
of any damage to that personal property because of the relocation. The
amount We will pay You under this paragraph is limited to the value of the
_personal property before You relocate it.

o

¢. All payments We make urider this Policy reduce the Pdlicy Amount, except fbr costs, = -

aftorneys’ fees and expenses. All payments we make for claims which are cavered only

under Covered Risk 14, 15, 16 or 18 also reduce Our Maximum Dollar Limit of Liability

for the particutar Covered Risk, except for costs, attorneys' fees and expenses.
d. i We issue, or have issued, a policy to the owner of a Mortgage on Your Title and We
have not given You any coverage against the Mortgage, then:

(1) We have the right to pay any amount due You under this Policy to the owner of the
Mortgage to reduce the amount of the Mortgage, and any amount paid shall be
treated as a paymeni to You under this Policy, including under paragraph 4.a.of
these Conditions;

{2) Any amount paid to the owner of the Mortgage shall be subtracted from the Policy
Amount of this Policy; and

Policy Page 2




2. COWNTINUATION OF COVERAGE:
a, This Policy insures You forever, even after You no onger have Your Title. You cannot
assign this Policy to anyone:-else.
b. This Policy also insures:
(1) anyone who inherits Your Title because of Your death;
(2) Your spouse who receives Your Title because of dissotution of Your marriage;
(3) the trustee or successor trustee of a Trust to whom You transfer
Your Title after the Policy Date; or
(4) the beneficiaries of Your Trust upon Your death.
¢. We may assert against the insureds identified in paragraph 2.b. any rights and defenses
that We have against any previous insured under this Policy.

3. HOW TO MAKE A CLAIM:

a. Prompt Notice Of Your Claim

(1) As soon as You Know of anything that might be covered by this Policy, You must
notify Us promptly in writing.

(2) Send Your notice to First American Title Insurance Company, 1650 W. Big Beaver
Road (48084) P.0. Box 1289, Troy, Mi 48099, Attention: Claims Department. Please
include the Policy number shown in Schedule A, and_ the county and state where the
Land is located. Please enclose a copy of Your policy, if available.

{3) I You do not give Us prompt notice, Your coverage will be reduced or ended,
but only to the extent Your failure affects Our ability to resolve the claim or
defend You.

b. Proof Of Your Loss

(1) We may require You to give Us a written statement signed by You describing Your

loss which includes:

(a) the basis of Your claim;

{b) the Covered Risks which resulted in Your loss;

(c) the doliar amount of Your loss; and

(d)'the method You used to compute the amount of Your loss.

(2) We may require You to make available to Us records, checks, letters, contracts,
insurance policies and other papers which relate to Your claim. We may make
copies of these papers.

{3) We may require You to answer questions about Your claim under oath.

{4) If You fail or refuse to give Us a statement of loss, answer Our questions under
path, or make available o Us the papers We request, Your coverage will be reduced
or ended, but only to the extent Your failure or refusal affects Our ability to resolve
the claim or defend You.

4. OUR CHOICES WHEN WE LEARN OF A CLAIM:

a. After We receive Your notice, or otherwise iearn, of a claim that is covered by this Policy,
Qur choices include one or more of the following:
(1) Pay the claim.
(2) Negotiate a seftlement.
(3) Bring or defend a legal action related to the claim.
{4) Pay You the amount required by this Policy.
{

5). End the. coverage, of this Poficy for the claim by paying You Your actual loss_
“*-fesulting from the Covered Risk, and those costs, attorneys' fees and expenses-

incurred up to that time which-We-are obligated to pay...

(6} End the coverage described in Covered Risk 14, 15, 16 or 18 by paying You
the amount of Your insurance then in force for the particutar Covered Risk, and
those costs, attorneys’ fees and expenses incurred up to that time which We are
obligated to pay.

(7) End all coverage of this Policy by paying You the Policy Amount then in force
and all those costs, attorneys' fees and expenses incurred up to that time which We
are obligated to pay.

(8) Take other appropriate action,

gt

7.

10.

11.

(3) If Your claim is covered only unde'r Covered Risk 14, 15, 16 or 18, any amount paid
{o the owner of the Mortgage shall also be subtracted from OQur Maximum Dollar
Limit of Liability for the particular Covered Risk.
e. |f You do anything to affect any right of recovery You may have against someone else,
We can subfract from Our fliability the amount by which You reduced the value
of that right.

TRANSFER OF YOUR RIGHTS T0 US

a. When We settle Your claim, We have all the rights You have against any person or
property retated to the claim, You must transfer these rights'to Us when We ask, and
You must not do anything to affect these rights. You must let Us use Your name in
enforcing these rights.

b. We will not be liable to You if We do not pursue these rights or if We do riot recover
any amount that might be recoverable.

¢. We will pay any money We collect from enforcing these rights in the following order
(1} 1o Us for the costs, attorneys’ fees and expenses We paid to enforce these rights;
(2) to You for Your loss that You have not already collected;

(3) toUs for any money We paid out under this Policy on account of Your claim; and
(4) to You whatever is left.

d. If You have rights under contracts (such as indemnities, guaranties, bonds or other
policies of insurance) to recover all or part of Your loss, then We have all of those
rights, even if those contracts provide that those obligated have all of Your rights
under this Policy.

. ENTIRE CONTRACY

This Policy, with any endorsements, is the entire confract between You and Us.
To determine the meaning of any part of this Policy, You must read the entire Policy.
Any changes to this Policy must be agreed to in writing by Us. Any claim You make
against Us must be made under this Policy and is subject to its terms.

. INCREASED POLICY AMOUNT

The Policy Amount will increase by ten percent (10%) of the Policy Amount shown in
Schedule A each year for the first five years following the policy date shown in
Schedule A, up to one hundred fifty percent {150%) of the Policy Amount shown in
Schedule A. The increase each year will happen on the anniversary of the policy date
shown in Schedule A.

SEVERABILITY
ff any part of this Policy is held to be legally unenforceable, both You and We can still
enforce the rest of this Policy.

ARBITRATION

a. If permitted in the state where the Land is located You or We may demand arbitration.

b. The arbitration shall be binding on both You and Us. The arbitration shalt decide any
matter in dispute between You and Us.

¢. The arbitration award may be entered as a judgment in the proper court.

d. The arbitration shall be under-the Title Insurance Arbitrat ion- Rules-of-the. American

Arbitration Association. You may choose current.Rules of Rufes i m exlstence on the
Policy Date. T
g. The faw used in the arbitration is the law of the place where the Land is located.
f. You can get a copy of the Rules from Us.
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ALTA Loan Policy — Form 1 (10/17/92)
Eagle Protection Added (2/10/97)

Policy Page 1
Policy No. EL

ISSUED BY

First American Title Insurance Company

FEAGLE Protection Loan Policy ‘
ONE-TO-FOUR FAMILY OR CONDOMINIUM RESIDENCES

SUBJECT TO THE EXCLUSIONS FROM COVERAGE, THE EXCEPTIONS FROM
COVERAGE CONTAINED IN SCHEDULE B AND THE CONDITIONS AND
STIPULATIONS, FIRST AMERICAN TITLE INSURANCE COMPANY, a California
corporation, herein called the Company, insures, as of Date of Policy shown in
Schedule A (or, to the extent expressly stated below, after Date of Policy), against
loss or damage, not exceeding one hundred twenty-five percent (125%) of the
Amount of Insurance stated in Schedule A, sustained or incurred by the Insured
by reason of:

1. Title to the estate or interest described in Schedule A being vested other than
as stated therein;

2. Any defect in or lien or encumbrance on the title;
3. Unmarketability of the itle;

< 4. Lack of a right of pedestrian and vehicular access to and from the Land;

.2

5. The invalidity or unentorceability of the lien of the Insured Martgage upon the titfe;
6. The priority of any lien or encumbrance over the lien of the insured Mortgage,

7. Lack of priority of the lien of the Insured Mortgage as to each and every
advance of proceeds of the indebtedness secured by the Insured Mortgage,
which at Date of Policy the Insured has made or is obligated to make, aver any
statutory lien for services, fabor or material arising from an improvemnent or
work refated to the Land, whether or not:

(a) The statutory lien or liens arise prior to or after Date of Policy; or

(b) The improvement or work is contracted for or commenced prior to or after
Date of Policy;

8. Any assessments for street improvements under construction or completed at
Date of Policy which now have gained or hereafter may gain priority over the
Insured Mortgage;

9. The invalidity or unenforceability of any assignment of the Insured Mortgage,
provided the assignmenl is shown in Schedule A, or the failure of the
assignment shown in Schedule A to vest title to the Insured Mortgage in the
named Insured assignee free and clear of all liens;

x 10. The invalidity or unenforceability of the fien of the Insured Mortgage upon the

litle based upon a violation of the usury laws of the state where the Land is
located;

@ 11. The failure of the Land to have the street address shown in Schedule A;
saes: 12. The failure of the Land to contain a one-to-four family residential structure or,

if stated in Schedule A, a condominium;

% 13. The faiture of the Land to be zoned to permit a ane-to-four family residential

structure or, if stated in Schedule A, a condominium;

$ 14, The failure of the Land to be a lawfully created parcel according to state statutes

S

governing subdivision of Land and local ordinances adopted pursuant thereto;

15. Faifure of the existing residential structure, any portion thereof, or a modification
-hereto or replacement thereof constructed after Date of Policy, to have been

... constructed with a valid building permit from the appropriate locat government
 Issuing office or agency.

< 16, Matters insured against by an ALTA Form 9 endorsement, as if it were stated

herein in its entirety;

x 17. Any violation, variation, or adverse circumstance affecting the titie that would have

been disclosed by an accurate survey, not otherwise covered by insuring provision 16;

$ 18. The inability to use the existing residential structure or any replacement thereof

constructed after Date of Policy for residential purposes because that use
violates a restriction shown in Schedule B;

@ 19. Encroachment onto the Land of an improvement conslructed after Date of
Policy by someane other than, and without the consent of, the then owner of
the estate or interest referred to in Schedule A;

@ 20. Damage to impravements, or to the lawn, shrubbery or trees, constructed or
planted after Date of Policy as a modification to or replacement of the existing

improvements, of fawn, shrubbery or trees, as a result of the future exercise of any
right to use the surface of the Land for the extraction or development of minerals;

Matters insured against by an:

(a) ALTA Form 6 endorsement, as if it were stated herein in its entirety, if the
Insured Mortgage secures obligations which provide for an adjustable
interest rate; or

{b) ALTA Form 6.2 endorsement, as if it were stated herein in its entirety, if the
Insured Morigage secures obligations which provided for both an
adjustable interest rate and negative amortization.

. Forgery after Date of Policy of any assignment, release or reconveyance (partial

or full) of the Insured Mortgage; or in the event the Insured has acquired the
estate or interest in the manner described in Section 2(a) of the Conditions and
Slipulations and has not conveyed the title, forgery of any instrument by which
another claims the title has been conveyed after Date of Policy;

. Lack of priority of the fien of the Insured Mortgage over any environmental

protection lien which comes into being after Date of Policy which is provided
for by any state statute in effect at Date of Policy; or

. The invalidity, unenforceability or lack of priority of the lien of the Insured

Mortgage as to:

(a)} Advances made after Date of Policy pursuant to the terms of the Insured
Mortgage existing at Date of Policy; and

{b) Advances made and/or changes in the rate of interest charged subsequent to
any modification to the terms of the Insured Mortgage made after Date of
Policy which are by the terms of the Insured Mortgage, as modified,
secured thereby.

The Company will also pay the costs, attorneys’ fees and expenses incurred in the
defense of the title or the lien of the Insured Mortgage, as insured, but only to the
extent provided in the Conditions and Stipulations.

First American Title Insurance Company

By

ATTEST

/; j C’/("71ﬁ___:?ESIDENT

SECRETARY
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EXCLUSIONS FROM GOVERAGE

The following matters are expressly excluded from the coverage of this policy and the Company will not pay
loss or damage, costs, attorneys’ fees or expenses which arise by reason of:

2 1. (a) Any law, ordinance or governmental regulation (including but not limited to building and zoning laws,
ordinances, or regulations) restricting, regulating, prohibiting or refating to (i) the occupancy, use, or
enjoyment of the Land; (ii) the character, dimensions or location of any improvement now or hereafter
erected on the Land; (iii) a separation in ownership or a change in the dimensions or area of the Land
or any parcel of which the Land is or was a part; or (iv) environmental protection, or the effect of any
violation of these faws, ordinances or governmental regulations, except to the exlent that a notice of
the enforcement thereof or a notice of a defect, lien or encumbrance resulting from a violation or
alleged violation affecting the Land has been recorded in the Public Records at Date of Policy. This
exclusion does not limit the coverage provided under insuring provisions 13, 14, 15 and 23 of this
policy.

(b) Any governmental police power not excluded by (a) above, except to the extent that a notice of the
exercise thereof or a notice of a defect, lien or encumbrance resufting from a violation or alleged
violation affecting the Land has been recorded in the Public Records at Date of Policy. This exclusion
does not limit the coverage provided under insuring provisions 13, 14, 15 and 23 of this poticy.

2. Rights of eminent domain unless notice of the exercise thereof has been recorded in the Public Records
at Date of Policy, but not excluding from coverage any taking which has occurred prior to Date of Policy
which would be binding on the rights of a purchaser for value without Knowledge.

w

. Defects, liens, encumbrances, adverse claims or other maters:
(a) created, suffered, assumed or agreed to by the Insured Claimant;

(b) not Known to the Company, not recorded in the Public Records at Date of Policy, but Known to the
Insured Claimant and not disclosed in writing to the Company by the Insured Claimant prior to the
date the Insured Claimant became an Insured under this policy;

{c} resulting in no loss or damage to the Insured Claimant;

(d) attaching or created subsequent to Date of Policy (this paragraph (d) does not limit the coverage
provided under insuring provisions 7, 8, 15, 16, 18, 19, 20, 22, 23 and 24); or

(e) resulting in loss or damage which would not have been sustained if the Insured Claimant had paid
value for the Insured Mortgage.

4. Unenforceability of the lien of the tnsured Mortgage because of the inability or failure of the Insured at
Date of Policy, or the inability or failure of any subsequent owner of the indebledness, to comply with
applicable doing business laws of the state in which the Land is situated.

5. Invalidity or unenforceability of the lien of the Insured Mortgage, or claim thereof, which arises out of the
transaction evidenced by the insured Mortgage and is based upon:

(a) usury, except as provided under insuring provision 10 of this policy; or
(b) any consumer credit protection or truth in lending law.

6. Taxes or assessments of any taxing or assessment authority which become a lien on the Land subsequent
to Date of Policy.

7. Any claim, which arises out of the transaction creating the interest of the mortgagee insured by this policy,
by reason of the operation of federal bankruptey, state insolvency, or similar creditors’ rights laws, that is
based on:

(a) the transaction creating the interest of the Insured mortgagee being deemed a fraudulent conveyance of
fraudulent transfer; or

(b) the subordination of the interest of the Insured mortgagee as a result of the application of the doclrine
of equilable subordination; or

(c) the transaction creating the interest of the Insured mortgagee being deemed a preferential transfer except
where the preferential transfer results from the failure:
(i) to timely record the instrument of transfer; or
(ii) of such recordation to impart notice to a purchaser for vafue or a judgment or lien creditor.
. Any claim of invalidity, unenforceability or lack of priority of the lien of the Insured Mortgage as to
advances or modifications made after the Insured has Knowledge that the vestee shown in Schedule A is

no longer the owner of the estate or interest covered by this policy. This exclusion does not limit the coverage
pravided under insuring provision 7.

Lack of priority of the len of the Insured Mortgage as to each and every advance made after Date of Policy,
and all interest charged theéreon, over fiens, encumbrances and other matters affecting title, the existence
of which are Known to the Insured at:

(a) The time of the advance; or

(b) The time a modification is made to the terms of the Insured Mortgage which changes the rate of
interest charged, if the rate of interest is greater as a result of the modification than it would have been
before the modification.

This exclusion does niot limit the caverage provided under insuring provision 7.

1. DEFINITION OF TERMS.
The following terms when used in this policy mean:

(a) "Insured”: the Insured named in Schedule A. The term
“Insured” also includes:

(i} the owner of the indebtedness secured by the Insuied
Mortgage and each successor in ownership of the indebtedness
except a successor who is an obligor under the provisions of Section
12(c) of these Condilions and Stipulations (reserving, however, all
rights and defenses as to any successor that the Company would
have had against any predecessor Insured, unless the successor
acquired the indebtedness as a purchaser for value without
Knowledge of the asserted defect,fien, encumbrance, adverse claim or
other matter insured against by this policy as affecting title to the
estate or interest in the Land);

(ii) any governmental agency or governmental
instrumentality which is an insurer or guarantor under an insurance
contract or guaranty insuring or guaranteeing the indebtedness
secured by the Insured Mortgage, or any part thereof, whether named
as an Insured herein or not;

(iii) the parties designated in Section 2(a) of these
Conditions and Stipulations.

{b) "Insured Claimant™: an Insured claiming loss or damage.

“kiiowledge or niotice which may be imputed to an Insured by réason of
“ “the Public Records as defined in this policy or any other records which
impart constructive notice of matters affecting the Land.

(d) “Land": the land described or referred to in Schedute A, and
improvements affixed thereto which by faw constitute real property.
The term "Land" does not include any propesty beyond the lines of the
area described or referred to in Schedule A, nor any right, title,
interest, estate or easement in abutting streets, roads, avenues,
alleys, lanes, ways or waterways, but nothing herein shal! modify or
limit the extent to which a right of access to and from the Land is
insured by this policy.

{e) "Mortgage": mortgage, deed of trust, trust deed, or other
security instrument.

(f) "Public Records": records established under state statutes at
Date of Policy for the purpose of imparting constructive notice of
matters relating to real property to purchasers for value and without
Knowledge. With respect to Section 1(a){iv) of the Exclusions From

*_{c) "Knowledge® or "Known’: - actual knowledge; -nol conslructive

CONDITIONS AND STIPULATIONS

Coverage, “Public Records” shall also include environmental
protection liens filed in the records of the clerk of the United Stales
district court for the district in which the Land is located.

(g) "Unmarketability of the title": an alleged or apparent matter
affecting the title to the Land, not excluded or excepled from
coverage, which would entitle a purchaser of the estate or inlerest
described in Schedule A or the Insured Mortgage to be released from
the obligation to purchase by virtue of a contractual condition
requiring the delivery of marketable title.

2. CONTINUATION OF INSURANCE.

(a) After Acquisition of Title. The coverage of this policy shall
continue in force as of Date of Policy in favor of (i) an tnsured who
acquires all or any part of the estate or interest in the Land by
foreclosure, trustee's sale, conveyance in lieu of foreclosure, or other
legal manner which discharges the fien of the Insured Morigage; (ii)
a transferee of the estate or interest so acquired from an Insured
corporation, provided the transferee is the parent or wholly-owned
subsidiary of the Insured corporation, and their corporate successors
by operation of law and not by purchase, subject to any rights or
defenses the Company may have against any predecessor Insureds;
and (iii) any governmental agency or governmental instrumentality
which acquires all or any part of the estate or interest pursuant to a

contract of insurance or guaranty insufing-or guaranteeing--the’

indebtedness secured by the tnsured Mortgage.

(b) After Conveyance of Title. The coverage of this policy
shall continue in force as of Date of Policy in favor of an Insured only
so long as the Insured retains an estate or interest in the Land, or
holds an indebtedness secured by a purchase money Mortgage given
by a purchaser from the Insured, or only so long as the insured shall
have liability by reason of covenants of warranty made by the Insured
in any transfer or conveyance of the estate or interest. This policy
shall not continue in force in favor of any purchaser from the Insured
of either (i) an estate or interest in the Land, or (ii) an indebtedness
secured by a purchase money Mortgage given to the Insured.

(c) Amount of Insurance. The amount of insurance after the
acquisition or after the conveyance shall in neither event exceed the
least of:

(i) One hundred twenty-five percent (125%) of the Amount of
" Insurance stated in Schedule A;

{ii) the amount of the principal of the indebledness secured by

" the Insured Mortgage, at the time of acquisition of the estate or interest,

interest thereon, expenses of foreclosure, amounts advanced pursuant

to the Insured Morigage to assure compliance with laws or to protect

the lien of the Insured Mortgage prior to the time of acquisition of the

estate or interest in the Land and secured thereby and reasonable

amounts expended to prevent deterioration of improvements, but
reduced by the amount of all payments made; or

(iif) the amount paid by any governmental agency or
governmental instrumentality, if the agency or instrumentality is the
Insured Claimant, in the acquisition of the estate or interest in
satisfaction of its insurance contract or guaranty.

3. NOTICE OF CLAIM TO BE GIVEN BY INSURED CLAIMANT.

The Insured shall natify the Company promptly in writing (i} in case
of any litigation as set forth in Section 4(a) below, (ii} in case
Knowledge shall come to an Insured hereunder of any claim of title or
interest which is adverse to the tille to the estate or interest or the lien
of the Insured Mortgage, as insured, and which might cause loss or
damage for which the Company may be liable by virtue of this policy,
or (jif) if title to the estate or interest or the lien of the Insured Mortgage,
as insured, is rejected as unmarketable. If prompt notice shall not be
given to the Company, then as to the Insured all liability of the

-~ == Company shall terminate-with regard to-the.matter.or matters for which .
- prompt notice i required; provided, However, that failure to notify the -

- Company shall-in nocase prejudice the rights of-any Insured under this
policy unless the Company shall be prejudiced by the failure and then
only to the extent of the prejudice.

4. DEFENSE AND PROSECUTION OF ACTIONS; DUTY OF
INSURED CLAIMANT TO COOPERATE.

(a) Upon written request by the Insured and subject to the options
contained in Section 6 of these Conditions and Stipulations, the
Company, at its own cost and without unreasonable detay, shalt provide
for the defense of an insured in litigation in which any third party assers
a claim adverse to the title or interest as insured, but only as to those
stated causes of action alleging a defect, lien or encumbrance or other
matter insured against by this policy. The Company shall have the
right to select counsel of its choice (subject to the right of the Insured
to object for reasonable cause) to represent the Insured as to those
stated causes of action and shall not be fiable for and will not pay the

Paolicy Page 2




fees of any other counsel. The Company will not pay any fees, cosis
or expenses incurred by the Insured in the defense of those causes of
action which allege matters not insured against by this policy.

{b) The Company shall have the right, at its own cost, 1o instifute
and prosecute any action or proceeding or fo do any other act which
in its opinion may be necessary or desirable to establish the title to
the estate or interest or the lien of the Insured Mortgage, as insured,
or fo prevent or reduce loss or damage to the Insured. The Company
may lake any appropriate action under the ferms of this policy,
whether or not it shall be Hable hereunder, and shall not thereby
concede liability or waive any provision of this policy. if the Company
shall exercise its rights under this paragraph, it shall do so diligently.

{c) Whenever the Company shall have brought an action or
interposed a defense as required or permitted by the provisions of
this policy, the Company may pursue any fitigation to final
determination by a court of competent jurisdiction and expressly
reserves the right, in its sole discretion, o appeal from any adverse
judgment or order.

(d) In alt cases where this policy permits or requires the Company
to prosecute or provide for the defense of any action or proceeding,
the Insured shall secure to the Company the right to so prosecute or
provide defense in the action or proceeding, and all appeals therein,
and permit the Company to use, at its option, the name of the Insured
for this purpose. Whenever requested by the Company, the Insured,
al the Company's expense, shall give the Company all reascnable aid
(i} in any action or proceeding, securing evidence, obfaining
witnesses, prosecuting or defending the action or proceeding, or
effecting seftlement, and (ii) in any other lawful act which in the
opinion of the Company may be necessary or desirable o establish
the title to the estale or interest or the lien of the Insured Morlgage,
as insured. If the Company is prejudiced by the failure of the Insured
to furnish the required cooperation, the Company's obligations to the
Insured under the policy shall terminate, including any liability or
obligation to defend, prosecute, or continue any litigation, with regard
to the matler or matters requiring such cooperation.

5. PROOF OF LOSS OR DAMAGE.

In addition to and after the notices required under Section 3 of
these Conditions and Stipulations have been provided the Company,
a proof of loss or damage signed and sworn to by the Insured
Claimant shall be furnished to the Company within 90 days after the
Insured Claimant shall ascertain the facts giving rise {o the loss or
damage. The proof of loss or damage shall describe the defect in, or
lien or encumbrance on the title, or other matter insured against by
this policy which constitutes the basis of loss or damage and shall

state, to the extent possible, the basis of calcutating the amount of the |

loss or damage. If the Company is prejudiced by the failure of the
Insured Claimant to provide the required proof of loss or damage, the
Company's obligations to the !nsured under the policy shall
terminate, including any iability or obligation to defend, prosecute,
or continue any litigation, with regard to the matier or matters
requiring such proof of loss or damage.

In addition, the Insured Claimant may reasonably be required to
submit to examination under oath by any authorized representative of
the Company and shall produce for examination, inspection and
copying, at such reasonable times and places as may be designated
by any authorized representative of the Company, all records, books,
ledgers, checks, correspondence and memoranda, whether bearing 2
date before or after Date of Policy, which reasonably periain to the
loss or damage. Further, if requested by any authorized
representative of the Company, the Insured Claimant shall grant its
... permission, in_writing, . for any. authorized representative of the

-Gompany 1o examine; inspect and copy all records, books, ledgers,
checks, correspondence and memoranda in.the custody or control of
a third party, which reasonably pertain o the loss or damage. All
information designated as confidential by the Insured Claimant
provided to the Company pursuant to this Section sha!l not be
disclosed to others unless, in the reasonable judgment of the
Company, it is necessary in the administration- of the claim. Failure
of the Insured Claimant 1o submit for examination under oath,
produce other reasonably requested infosmation or grant permission
to secure reasonably necessary information from third parties as
required in this paragraph, unless prohibited by law or governmental
regulation, shall terminate any liability of the Company under this
policy as to that claim.

6. OPTIONS TD PAY OR OTHERWISE SETTLE CLAIMS;
TERMINATION OF LIABILITY.

In case of a claim under this poficy, the Company shall have the
following options:

(a) To Pay or Tender Payment of One Hundred Twenty-
Five percent (125%) of the Amount of Irsurance or to
Purchase the Indebtedness.

(i) to pay or tender payment of one hundred twenty-five
percent {125%) of the amount of insurance under this policy together
with any costs, attorneys' fees and expenses incurred by the Insured
Claimant, which were authorized by the Company, up to the time of
payment o tender of payment and which the Company is obligated to
pay; or

(i) to purchase the indebtedness secured by the Insured
Mortgage for the amount owing thereon together with any costs,
attorneys' fees and expenses incurred by the Insured Claimant which
were authorized by the Company up 1o the time of purchase and
which the Company is obligated to pay.

It the Company offers to purchase the indebtedness as herein
provided, the owner of the indebtedness shall transfer, assign, and
convey the indebtedness and the Insured Mortgage, together with any
collateral security, to the Company upon payment therefor.

Upon the exercise by the Company of either of the options :

provided for in paragraphs (a)(i) or (ii), all }iability and obligations to
the Insured under this policy, other than to make the payment
required in those paragraphs, shall terminale, including any fiability
or obligation to defend, prosecute, or continue any litigation, and the
policy shall be surrendered to the Company for cancelfation.

(b) To Pay or Otherwise Settle With Parties Other than
the tnsured or With the fnsured Claimant.

(i) to pay or otherwise seftle with other parties for or in the
name of an Insured Claimant any claim insured against under this
policy, together with any costs, attorneys' fees and expenses incurred
by the Insured Claimant which were authorized by the Company up fo
the time of payment and which the Company is obligated to pay; or

(i1} 1o pay or otherwise settle with the Insured Claimant the
loss or damage provided for under this policy, together with any
costs, attorneys' tees and expenses incurred by the Insured Claimant
which were authorized by the Company up o the time of payment and
which the Company is obligated to pay.

Upon the exercise by the Company of either of the options
provided for in paragraphs (b)(i) or (i), the Company’s obligations 1o
the Insured under this policy for the claimed loss or damage, other
than the payments required io be made, shall terminate, including any
liability or obligation to defend, prosecute or continue any litigation.

7. DETERMINATION AND EXTENT OF LIABILITY.

This policy is a contract of indemnily against aclual monelary loss
or damage sustained or incurred by the Insured Claimant who has
suffered loss or damage by reason of matters insured against by this
policy and only to the extent herein described.

(2) The liability of the Company under this policy shall not exceed
the least of:

(i) One hundred twenty-five percent (125%) of the Amount of
Insurance stated in Schedule A, or, if applicable, the amount of
insurance as defined in Section 2 (c} of these Conditions and Stipulations;

{ii} the amount of the unpaid principal indebtedness secured
by the Insured Mortgage as fimited or provided under Section 8 of
these Conditions and Stipulations or as reduced under Section 9 of
these Conditions and Stipulations, at the time the loss or damage
insured against by this policy occurs, together with inferest thereon;
or

(iif) the difference between the value of the insured estate or

" iiitefest a5 ‘instirgd" anid -the Valug“of the insisfed” estate or interest =~
subject to the defect, ‘fien-or encumbrande “insured against by this
policy; provided, however, that this Section-7(a)(iii)"stiall not apply™ - -

when the defect, lien, encumbrance or other matter insured against by
this policy results in a total failure of the lien of the Insured Mortgage
to attach fo the insured estate or interest.

(b) In the event the Insured has acquired the estate or interest in
the manner described in Section 2(a) of these Cenditions and
Stipulations or has conveyed the fitle, then the liability of the
Company shall continue as set forth in Section 7(a) of these
Conditions and Stipulations.

(c) The Company will pay only those costs, attorneys' fees and
expenses incurred in accordance with Section 4 of these Conditions
and Stipulations.

8. LIMITATION OF LIABILITY.

(a) If the Company establishes the title, or removes the alleged
defect, lien or encumbrance, or cures the lack of a right of access to
or from the Land, or cures the claim of Unmarketability of title, or
otherwise establishes the lien of the Insured Morigage, all as insured,
in a reasonably diligent manner by any method, including litigation
and the completion of any appeals therefrom, it shall have fully
performed its obligations with respect to that matter and shal! not be
liable for any loss or damage caused thereby.

{b) In the event of any litigation, including litigation by the
Company or with the Company's consent, the Company shall have no
liability for loss or damage untif there has been a final determination
by a court of competent jurisdiction, and disposition of all appeals
therefrom, adverse to the title or interest of the Insured or to the lien
of the Insured Mortgage, as insured.

(c) The Company shall not be liable for loss or damage to any
Insured for liability voluntarily assumed by the Insured in settling any
claim or suit without the prior written consent of the Company.

(d) The Company shall not be liable for: (i) any indebtedness
created subsequent o Date of Policy except for advances covered
under insuring provision 24 and those made to protect the lien of the
Insured Mortgage and secured thereby and reasonable amounts
expended to prevent deterioration of improvements; or (i)
construction loan advances made subsequent to Date of Policy,
except construction loan advances made subsequent to Date of
Policy for the purpose of financing in whole or in part the
construction of an improvement to the Land which at Date of Policy
were secured by the Insured Mortgage and which the Insured was and
continued to be obligated to advance at and after Date of Policy.

9. REDUCTION OF INSURANCE; REDUCTION OR
TERMINATION OF LIABILITY.

(a) All payments under this policy, except payments made for
costs, aftorneys’ fees and expenses, shall reduce the amount of
insurance pro tanto. However, any paymenis made prior to the
acquisition of title to the estate or interest as provided in Section 2(a)
of these Conditions and Stipulations shall not reduce pro tanto the
amount of insurance afforded under this policy except to the extent
that the payments reduce the amount of the indebtedness secured by

the Insured Mortgage.

(b) Payment in part by any person of the principal of the
indebtedness, or any other obligation secured by the Insured
Mortgage, or any voluntary partial satisfaction or release of the
Insured Mortgage, to the extent of the payment, safisfaction or
release, shall reduce the amount of insurance pro tanto. The amount
of insurance may thereafter be increased by accruing inlerest and
advances made pursuant to the terms of the Insured Mortgage and
secured thereby, with interest thereon, provided in no event shall the
amount of insurance be greater than one hundred twenty-five percent
(125%) of the Amount of Insurance stated in Schedule A.

{c) Payment in full by any person or the voluntary satisfaction or
release of the Insured Mortgage shall terminale all liability of the
Company except as provided in Section 2(a) and Section 9(b) of
these Conditions and Stipulations.

10. LIABILITY NONCUMULATIVE.

If the Insured acquires title to the estate or interest in satisfaction
of the indebtedness secured by the Insured Mortgage, or any part
thereof, it is expressly understood that the amount of insurance under
this policy shall be reduced by any amount the Company may pay

-under any-policy insuring a Mortgage to which exception is taken in

Schedule B-or to which tfié Tnsired has agreed, assumed, or taken

-subject; or-which is hereafier executed by an Insured and which is a

charge or lien on the estate or interest described or referred fo in
Schedule A, and the amount so paid shall be deemed a payment
under this policy.

11. PAYMENT OF LOSS.

(a) No payment shali be made without producing this policy for
endorsement of the payment unless the policy has been lost or
destroyed, in which case proof of loss or destruction shall be
furnished to the satisfaction of the Company.

{b) When liability and the extent of loss or damage has been
definitely fixed in accordance with these Conditions and Stipulations,
the loss or damage shall be payable within 30 days thereafter.
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12. SUBROGATION UPON PAYMENT OR SETTLEMENT.

{a) The Company's Right of Subrogation. Whenever the
Company shall have settled and paid a claim under this policy, all
right of subrogation shall vest in the Company unaffected by any act
of the Insured Claimant.

The Campany shal! be subrogated to and be entitled to all rights
and remedies which the Insured Claimant would have had against any
person or property in respect to the claim had this policy not been
issued. If requested by the Company, the Insured Claimant shall
transfer to the Company all rights and remedies against any person
or property necessary in order to perfect this right of subrogation. The
Insured Claimant shall permit the Company to sue, compromise of
setile in the name of the Insured Claimant and to use the name of the
Insured Claimant in any transaction or litigation involving these
rights or remedies. If a payment on account of a claim does not fully
cover the loss of the Insured Claimant, the Company shall be
subrogated to all rights and remedies of the Insured Claimant after the
Insured Claimant shall have recovered its principal, interest, and
costs of collection.

(b) The Insured's Rights and Limitations. Notwithstanding
the foregoing, the owner of the indebtedness secured by the tasured
Mortgage, provided the priority of the lien of the Insured Mortgage or
its enforceability is not affected, may release or substitute the
personal liability of any debtor or guarantor, or extend or otherwise
modify the terms of payment, or release a portion of the estate or
interest from the lien of the Insured Mortgage, or release any
coflateral security for the indebledness. When the permitted acts of
the Insured Claimant occur and the Insured has Knowledge of any
claim of title or interest adverse to the title to the estate or interest or
the priority or enforceability of the lien of the Insured Mortgage, as
insured, the Company shall be required to pay only that part of any
losses insured against by this policy which shall exceed the amount,
if any, lost to the Company by reason of the impairment by the
Insured Claimant of the Company's right of subrogation.

(c) The Company's Rights Against Non-Insured Qbligors.
The Company's right of subrogation against non-insured obligors

shall exist and shall include, without limitation, the rights of the
Insured to indemnities, guaranties, other policies of insurance or
bonds, notwithstanding any terms or conditions contaired in those
instruments which provide for subrogation rights by reason of this
policy.

The Company's right of subrogation shall not be avoided by
acquisition of the insured Mortgage by an obligor (except an obligor
described in Section 1(a)(ii) of these Conditions and Stipulations)
who acquires the Insured Mortgage as a resuft of an indemnity,
guarantee, other policy of insurance, or bond and the obligor will not
be an Insured under this policy, notwithstanding Section 1(a)(i} of
these Conditions and Stipulations.

13. ARBITRATION.

Unless prohibited by applicable law, either the Company or the
Insured may demand arbitration pursuant to the Title tnsurance
Arbitration Rules of the American Arbitration Association. Arbitrable
matters may include, but are not limited to, any controversy or claim
between the Company and the Insured arising out of or relating to this
policy, any service of the Company in connection with its issuance or
the breach of a policy provision or other obligation. All arbitrable
matters when the Amount of Insurance is $1,000,000 or less shall be
arbitrated at the option of either the Company or the Insured. All
arbitrable matters when the Amount of Insurance is in excess of
$1,000,000 shall be arbitrated only when agreed to by both the
Company and the Insured. Arbitration pursuant to-this palicy and
under the Rules in effect on the date the demand for arbitration is
made or, at the option of the Insured, the Rules in effect at Date of
Policy shall be binding upon the parties. The award may include
attorneys' fees only if the laws of the state in which the Land is located
permit a court to award attorneys' fees to a prevailing party.
Judgment upon the award rendered by the Arbitrator(s) may be
entered in any court having jurisdiction thereof.

The faw of the situs of the Land shall apply to an arbitration under
the Title Insurance Arbitration Rules. A copy of the Rules may be
obtained from the Company upon request.

14. LIABILITY LIMITED TO THIS POLICY; POLICY ENTIRE
CONTRACT.

(a) This policy together with-all endorsements, if any, attached
hereto by the Company is the entire policy and contract between the
Insured and the Company. in interpreting any provision of this poicy,
this policy shall be construed as a whole.

(b) Any claim of loss or damage, whether or not based on
negligence, and which arises out of the status of the lien of the
Insured Mortgage or of any other matters insured against by this
policy or by any action asserting such claim, shall be restricted to this
policy.

{c) No amendment of or endorsement to this policy can be made
except by a writing endorsed hereon or attached hereto signed by
either the President, a Vice President, the Secretary, an Assistant
Secrefary, or validating officer or authorized signatory of the
Company.

15. SEVERABILITY.

In the event any provision of this policy is held invalid or
unenforceable under applicable faw, the policy shall be deemed not
to include that provision and all other provisions shall remain in full
force and effect.

16. NOTICES, WHERE SENT.

All notices required to be given the Company and any statement
in writing required to be furnished the Company shall include the
number of this policy and shall be addressed to the Company at
1650 West Big Beaver Road, P.0. Box 1289, Troy, Michigan 48099.
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SHORT FORM RESIDENTIAL EAGLE LOAN POLICY
ONE-TO-FOUR FAMILY
Issued by

First American Title Insurance Company

SUBJECT TO THE EXCEPTIONS FROM COVERAGE CONTAINED IN SCHEDULE B BELOW, AND ANY ADDENDUM
ATTACHED HERETO, FIRST AMERICAN TITLE INSURANCE COMPANY, A CALIFORNIA CORPORATION, HEREIN
CALLED THE “COMPANY”, HEREBY INSURES THE INSURED IN ACCORDANCE WITH AND SUBJECT TO THE TERMS,
EXCLUSIONS, CONDITIONS AND STIPULATIONS SET FORTH IN THE ALTA LOAN POLICY - FORM 1 (10/17/92) EAGLE
PROTECTION ADDED (2/10/97) POLICY FORM CURRENTLY ON FILE WITH THE ARKANSAS INSURANCE
DEPARTMENT, ALL OF WHICH ARE INCORPORATED HEREIN. ALL REFERENCES TO SCHEDULES A AND B SHALL
REFER TO SCHEDULES A AND B OF THIS POLICY.

First American Title Insurance Company

BY % 5/ PRESIDENT

ATTEST wrd L Ao SECRETARY

COUNTERSIGNED BY:

SCHEDULE B

EXCEPTIONS FROM COVERAGE AND
AFFIRMATIVE ASSURANCES

This policy does not insure against loss or damage (and the Company will not pay costs, attorneys fees or expenses) which
arise by reason of the matters set forth below, except to the extent that the Company does insure in accordance with and
subject to its terms against loss or damage which the insured shall sustain by reason of any inaccuracies in the affirmative
assurances set forth below, except as limited in any addendum attached hereto:

1. Those taxes and special assessments which become due and payable subsequent to Date of Policy.

2. Covenants, conditions and restrictions, if any, appearing in the public records. This policy insures that any future
violation of any covenants, conditions and restrictions appearing in the public records, including any relating to
environmenital protec’uon will not result in a forfeiture or reversion of title and that there are no provisions therein :

under which the lien-of the lnsured mortgage can be extinguished, subordinated or impaired. B R

Any easements or servitudes appearing in the public records.
Any lease, grant, exception or reservation of minerals or mineral rights appearing in the public records.

Environmental protection liens prowded for by the following state statutes, which liens W||| have priority over the lien
of the Insured Mortgage when they arise:

42-319-005 (10/00)




Eagle Edge
Refinance Loan
Form No. 9300
(8/29/01)

POLICY OF TITLE INSURANCE

ISSUED BY

First American Title Insurance Company

Eagle EDGE Refinance Loan Policy

ONE-TO-FOUR FAMILY OR CONDOMINIUM RESIDENCES

SUBJECT TO THE EXCLUSIONS FROM COVERAGE, THE EXCEPTIONS FROM COVERAGE CONTAINED
IN SCHEDULE B, IF ATTACHED, AND THE CONDITIONS AND STIPULATIONS HEREOF, FIRST
AMERICAN TITLE INSURANCE COMPANY, A CALIFORNIA CORPORATION, HEREIN CALLED THE
COMPANY, INSURES AS OF ISSUING DATE SHOWN IN SCHEDULE A AGAINST LOSS OR DAMAGE
SUSTAINED OR INCURRED BY THE INSURED BY REASON OF:

1. Title to the estate or interest described in Schedule A being vested other than as stated therein,

2. Any Monetary Lien affecting the title recorded in the Public Records;

3. Any ad valorem taxes or assessments of any government taxing authority which constitute a lien on the title and

which appear on Issuing Date in the official ad valorem tax records where the Land is located;

AND

Upon issuance of a FA Endorsement No. 78 (the “Endorsement”) to this policy, the Company also insures as of
Effective Date shown in the Endorsement (or to the extent expressly stated below, after Effective Date) against loss or
damage, sustained or incurred by the Insured by reason of:

. Title to the estate or interest described in Schedule A being vested other than as stated in the Endorsement;

. Any defect in or lien or encumbrance on the title;

. The invalidity or unenforceability of the lien of the Insured Mortgage upon the title;

. The priority of any lien (including mechanic’s liens) or encumbrance over the lien of the Insured Mortgage;

. The invalidity or unenforceability of any assignment of the Insured Mortgage, provided the assignment is shown
in Paragraph B of the Endorsement, or the failure of the assighment shown in the Endorsement to vest title to the
Insured Mortgage in the named Insured assignee free and clear of all liens;

9. The failure of the Land to contain a one-to-four family residential structure or, if stated in Schedule A, a

condominium;

10. The failure of the Land to be zoned to permit a one-to-four family residential structure or, if stated in Schedule A,

a condominium;

11. The failure of the Land to be a lawfully created parcel according to state statutes governing subdivision of land

and local ordinances adopted pursuant thereto;

12. Failure of the existing residential structure, or any portion thereof, or a modification thereto or replacement

thereof constructed after Effective Date, to have been constructed with a valid building permit from the

appropriate local government issuing office or agency;

0~ O\
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13. Encroachment onto the Land of an improvement constructed after Effective Date by someone other than, and
without the consent of, the then owner of the estate or interest referred to in Schedule A;

14. Forgery after Effective Date of any assignment, release or reconveyance (partial or full) of the Insured Mortgage;
or in the event the Insured has acquired the estate or interest in the manner described in Section 2(a) of the
Conditions and Stipulations, forgery of any instrument by which another claims the title has been conveyed or
mortgaged after Effective Date;

15. Lack of priority of the lien of the Insured Mortgage over any environmental protection lien which comes into
being after Effective Date which is provided for by any state statute in effect at Effective Date; or

16. The description of the Land not being sufficient to impart constructive notice to purchasers and encumbrancers
for value and without Knowledge.

The Company will also pay the costs, attorneys' fees and expenses incurred in the defense of the title, the lien of the
Insured Mortgage or other matters as insured, but only to the extent provided in the Conditions and Stipulations.

First American Title Insurance Company
BY PRESIDENT

SAMPLE

ATTEST SECRETARY

© 2001 First American Title Insurance Company
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EXCLUSIONS FROM COVERAGE

The following matters are expressly excluded from the
coverage of this policy and the Company will not pay
loss or damage, costs, attorneys' fees or expenses
which arise by reason of:

1. (a) Any law, ordinance or governmental
regulation (including but not limited to
building and zoning laws, ordinances, or
regulations) restricting, regulating, prohibiting
or relating to (i) the occupancy, use, or
enjoyment of the Land; (ii) the character,
dimensions or location of any improvement
now or hereafter erected on the Land; (iii) a
separation in ownership or a change in the
dimensions or area of the Land or any parcel
of which the Land is or was a part; or (iv)
environmental protection, or the effect of any
violation of these laws, ordinances or
governmental regulations. This exclusion
does not limit the coverage under insuring
provisions 10, 11, 12, 13 and 15 of this
policy.

(b) Any governmental police power not excluded
by (a) above. This exclusion does not limit the
coverage provided under insuring provisions
10, 11, 12, 13 and 15 of this policy.

2. Failure of the residential structure or any portion
thereof to be constructed in accordance with
applicable building codes.

3. Rights of eminent domain.

4. Defects, liens, encumbrances, adverse claims or
other matters:

(a) created, suffered, assumed or agreed to by the
Insured Claimant;

(b) not Known to the Company but Known to the
Insured Claimant and not disclosed in writing
to the Company by the Insured Claimant prior
to the date the Insured Claimant became an
Insured under this policy;

(c) resulting in no loss or damage to the Insured
Claimant;

(d) attaching or created subsequent to Issuing
Date (this paragraph (d) does not limit the
coverage
provided under insuring provisions 12, 13 and
15 of this policy); or

(e) resulting in loss or damage which would not
have been sustained if the Insured Claimant
had paid value for the Insured Mortgage.

5. Unenforceability of the lien of the Insured
Mortgage because of the inability or failure of the
Insured at Effective Date, or the inability or
failure of any subsequent owner of the
indebtedness, to comply with applicable doing

business laws of the state in which the Land is

situated.

6. Invalidity or unenforceability of the lien of the
Insured Mortgage, or claim thereof, which arises
out of the transaction evidenced by the Insured
Mortgage and is based upon:

(a) usury;or

(b) any consumer credit protection or truth in
lending law.

7. Taxes or assessments of any taxing or assessment
authority which become a lien on the Land
subsequent to Effective Date.

8. Any claim which arises out of the transaction
creating the interest of the mortgagee insured by
this policy by reason of the operation of federal
bankruptcy, state insolvency, or similar creditors'
rights laws, that is based on:

(a) the transaction creating the interest of the
Insured mortgagee being deemed a fraudulent
conveyance or fraudulent transfer; or

(b) the subordination of the interest of the Insured
mortgagee as a result of the application of the
doctrine of equitable subordination; or

(c) the transaction creating the interest of the
Insured mortgagee being deemed a
preferential transfer except where the
preferential transfer results from the failure:

(i) to timely record the instrument of transfer;
or

(i) of such recordation to impart notice to a
purchaser for value or a judgment or lien
creditor.

9. Covenants, conditions and restrictions, if any,
appearing in the Public Records.

10. Any easements or servitudes appearing in the
Public Records.

11. Any lease, grant, exception or reservation of
minerals or mineral rights appearing in the Public
Records.

12. Failure to use the legal description of the Land
contained in this policy as the legal description
for the real property described in the Insured
Mortgage.

© 2001 First American Title Insurance Company
All Rights Reserved
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CONDITIONS AND STIPULATIONS

1. DEFINITION OF TERMS.

The following terms when used in this policy mean:

(a) “Effective Date”: the Effective Date shown on
the Endorsement.

(b) "Insured": the Insured named in Schedule A. The
term "Insured" also includes:

(i) the owner of the indebtedness secured by the
Insured Mortgage and each successor in
ownership of the indebtedness except a
successor who is an obligor under the
provisions of Section 11(c) of these
Conditions and Stipulations (reserving,
however, all rights and defenses as to any
successor that the Company would have had
against any predecessor Insured);

(ii) any governmental agency or governmental
instrumentality which is an insurer or
guarantor under an insurance contract or
guaranty insuring or guaranteeing the
indebtedness secured by the Insured
Mortgage, or any part thereof, whether
named as an Insured herein or not;

(iii) the parties designated in Section 2(a) of
these Conditions and Stipulations.

(c) "Insured Claimant": an Insured claiming loss or
damage.

(d) “Insured Mortgage™: the Mortgage or deed of
trust shown in Paragraph B of the Endorsement
attached to this Policy.

(e) "Knowledge" or "Known": actual knowledge, not
constructive knowledge or notice which may be
imputed to an Insured by reason of the Public
Records as defined in this policy or any other
records which impart constructive notice of
matters affecting the Land.

() "Land": the land described or referred to in
Schedule A, and improvements affixed thereto
which by law constitute real property. The term
"Land" does not include any property beyond the
lines of the area described or referred to in
Schedule A, nor any right, title, interest, estate or
easement in abutting streets, roads, avenues,
alleys, lanes, ways or waterways.

(g) "Mortgage": mortgage, deed of trust, trust deed,
or other security instrument.

(h) “Monetary Lien”: any mortgage, deed of trust,
deed to secure debt, judgment lien or other lien
affecting the title securing an obligation to pay
money, but not including any lien created in any
easement, covenant, condition, restriction, or
declaration of condominium or planned unit
development.

(i)  "Public Records": records established
under state statutes at Issuing Date
for the purpose of imparting
constructive notice of matters
relating to real property to
purchasers for value and without
Knowledge.

2. .CONTINUATION OF INSURANCE.

(a) After Acquisition of Title. The coverage of
this policy shall continue in force as of
Effective Date in favor of: (i) an Insured who
acquires all or any part of the estate or interest
in the Land by foreclosure, trustee's sale,
conveyance in lieu of foreclosure, or other
legal manner which discharges the lien of the
Insured Mortgage; (ii) a transferee of the
estate or interest so acquired from an insured
corporation, provided the transferee is the
parent or wholly-owned subsidiary of the
insured . corporation, and its corporate
successors by operation of law and not by
purchase, subject to any rights or defenses the
Company may have against any predecessor
Insureds; and (iii) any governmental agency
or governmental instrumentality which
acquires all or any part of the estate or interest
pursuant to a contract of insurance or
guaranty insuring or guaranteeing the
indebtedness secured by the Insured
Mortgage.

(b) After Conveyance of Title. The coverage of
this policy shall continue in force as of
Effective Date in favor of an Insured only so
long as the Insured retains an estate or interest
in the Land, or holds an indebtedness secured
by a purchase money Mortgage given by a
purchaser from the Insured, or only so long as
the Insured shall have liability by reason of
covenants of warranty made by the Insured in
any transfer or conveyance of the estate or
interest. This policy shall not continue in
force in favor of any purchaser from the
Insured of either: (i) an estate or interest in the
Land, or (ii) an indebtedness secured by a
purchase money Mortgage given to the
Insured.

(c) Amount of Insurance. The amount of
insurance after the acquisition or after the
conveyance shall in neither event exceed the
least of:

(i) the Amount of Insurance stated in Schedule

A;

© 2001 First American Title Insurance Company
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(ii)the amount of the principal of the
indebtedness secured by the Insured
Mortgage, at the time of acquisition of the
estate or interest, interest - thereon, and
amounts advanced pursuant to the terms of
the Insured Mortgage to protect the lien of the
Insured Mortgage prior to the time of
acquisition of the estate or interest in the Land
and secured thereby, but reduced by the
amount of all payments made; or

(iii)the amount paid by any governmental agency
or governmental instrumentality, if the agency
or instrumentality is the Insured Claimant, in
the acquisition of the estate or interest in
satisfaction of its insurance contract or
guaranty.

3. NOTICE OF CLAIM TO BE GIVEN BY
INSURED CLAIMANT.

The Insured shall notify the Company promptly in
writing: (i) in case of any litigation as set forth in
Section 4(a) below, or (ii) in case Knowledge shall
come to an Insured hereunder of any claim which
might cause loss or damage for which the Company
may be liable by virtue of this policy. If prompt notice
shall not be given to the Company, then as to the
Insured all liability of the Company shall terminate
with regard to the matter or matters for which prompt
notice is required; provided, however, that failure to
notify the Company shall in no case prejudice the
rights of any Insured under this policy unless the
Company shall be prejudiced by the failure and then
only to the extent of the prejudice.

4. DEFENSE AND PROSECUTION OF
ACTIONS; DUTY OF INSURED CLAIMANT TO
COOPERATE.

(a) Upon written request by the Insured and subject
to the options contained in Section 6 of these
Conditions and Stipulations, the Company, at its
own cost and without unreasonable delay, shall
provide for the defense of an Insured in litigation
in which any third party asserts a claim adverse to
the title or interest as insured, but only as to those
stated causes of action alleging a defect, lien,
encumbrance or other matter insured against by
this policy. The Company shall have the right to
select counsel of its choice (subject to the right of
the Insured to object for reasonable cause) to
represent the Insured as to those stated causes of
action and shall not be liable for and will not pay
the fees of any other counsel. The Company will
not pay any fees, costs or expenses incurred by
the Insured in the defense of those causes of

action which allege matters not insured against by
this policy.

(b) The Company shall have the right, at its own
cost, to institute and prosecute any action or
proceeding or to do any other act which in its
opinion may be necessary or desirable to
establish the title to the estate or interest or the
lien of the Insured Mortgage, as insured, or to
prevent or reduce loss or damage to the Insured.
The Company may take any appropriate action
under the terms of this policy, whether or not it
shall be liable hereunder, and shall not thereby
concede liability or waive any provision of this
policy. If the Company shall exercise its rights
under this paragraph, it shall do so diligently.

(c) Whenever the Company shall have brought an
action or interposed a defense as required or
permitted by the provisions of this policy, the
Company may pursue any litigation to final
determination by a court of competent
jurisdiction and expressly reserves the right, in its
sole discretion, to appeal from any adverse
judgment or order.

(d) In all cases where this policy permits or requires
the Company to prosecute or provide for the
defense of any action or proceeding, the Insured
shall secure to the Company the right to so
prosecute or provide defense in the action or
proceeding, and all appeals therein, and permit
the Company to use, at its option, the name of the
Insured for this purpose. Whenever requested by
the Company, the Insured, at the Company's
expense, shall give the Company all reasonable
aid: (i) in any action or proceeding, securing
evidence, obtaining witnesses, prosecuting or
defending the action or proceeding, or effecting
settlement, and (ii) in any other lawful act which
in the opinion of the Company may be necessary
or desirable to establish the title to the estate or
interest or the lien of the Insured Mortgage, as
insured. If the Company is prejudiced by the
failure of the Insured to furnish the required
cooperation, the Company's obligations to the
Insured under the policy shall terminate,
including any liability or obligation to defend,
prosecute, or continue any litigation, with regard
to the matter or matters requiring such
cooperation.

5. PROOF OF LOSS OR DAMAGE.

In addition to and after the notices required under
Section 3 of these Conditions and Stipulations have
been provided the Company, a proof of loss or damage
signed and sworn to by the Insured Claimant shall be
furnished to the Company within 90 days after the
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Insured Claimant shall ascertain the facts giving rise to
the loss or damage. The proof of loss or damage shall
describe the defect in or lien or encumbrance on the
title, or other matter insured against by this policy
which constitutes the basis of loss or damage and shall
state, to the extent possible, the basis of calculating the
amount of the loss or damage. If the Company is
prejudiced by the failure of the Insured Claimant to
provide the required proof of loss or damage, the
Company's obligations to the Insured under the policy
shall terminate, including any liability or obligation to
defend, prosecute, or continue any litigation, with
regard to the matter or matters requiring such proof of
loss or damage.

In addition, the Insured Claimant may reasonably be
required to submit to examination under oath by any
authorized representative of the Company and shall
produce for examination, inspection and copying, at
such reasonable times and places as may be designated
by any authorized representative of the Company, all
records, books, ledgers, checks, correspondence and
memoranda, whether bearing a date before, on or after
Issuing Date, which reasonably pertain to the loss or
damage. Further, if requested by any authorized
representative of the Company, the Insured Claimant
shall grant its permission, in writing, for any
authorized representative of the Company to examine,
inspect and copy all records, books, ledgers, checks,
correspondence and memoranda in the custody or
control of a third party, which reasonably pertain to the
loss or damage. All information designated as
confidential by the Insured Claimant provided to the
Company pursuant to this Section shall not be
disclosed to others unless, in the reasonable judgment
of the Company, it is necessary in the administration of
the claim. Failure of the Insured Claimant to submit
for examination under oath, produce other reasonably
requested information or grant permission to secure
reasonably necessary information from third parties as
required in this paragraph, unless prohibited by law or
governmental regulation, shall terminate any liability
of the Company under this policy as to that claim.

6. OPTIONS TO PAY OR OTHERWISE SETTLE
CLAIMS; TERMINATION OF LIABILITY.

In case of a claim under this policy, the Company shall
have the following options:
(a) To Pay or Tender Payment of the Amount of
Insurance or to Purchase the Indebtedness.
(i) to pay or tender payment of the amount of

insurance under this policy together with any -

costs, attorneys' fees and expenses incurred by
the Insured Claimant, which were authorized
by the Company, up to the time of payment or

tender of payment and which the Company is
obligated to pay; or

(ii) to purchase the indebtedness secured by the

. Insured Mortgage for the amount owing
thereon together with any costs, attorneys'
fees and expenses incurred by the Insured
Claimant which were authorized by the
Company up to the time of purchase and
which the Company is obligated to pay.

If the Company offers to purchase the indebtedness
as herein provided, the owner of the indebtedness
shall transfer, assign, and convey the indebtedness
and the Insured Mortgage, together with any
collateral security, to the Company upon payment
therefore.
Upon the exercise by the Company of either of the
options provided for in paragraphs (a)(i) or (ii), all
liability and obligations to the Insured under this
policy, other than to make the payment required in
those paragraphs, shall terminate, including any
liability or obligation to defend, prosecute, or
continue any litigation, and the policy shall be
surrendered to the Company for cancellation.

(b) To Pay or Otherwise Settle With Parties Other

than the Insured or With the Insured Claimant.

(i) to pay or otherwise settle with other parties
for or in the name of an Insured Claimant
any claim insured against under this policy,
together with any costs, attorneys' fees and
expenses incurred by the Insured Claimant
which were authorized by the Company up
to the time of payment and which the
Company is obligated to pay; or

(i) to pay or otherwise settle with the Insured
.Claimant the loss or damage provided for
under this policy, together with any costs,
attorneys' fees and expenses incurred by the
Insured Claimant which were authorized by
the Company up to the time of payment and
which the Company is obligated to pay.

Upon the exercise by the Company of either of the
options provided for in paragraphs (b)(i) or (ii), the
Company's obligations to the Insured under this policy
for the claimed loss or damage, other than the
payments required to be made, shall terminate,
including any liability or obligation to defend,
prosecute or continue any litigation.

7. DETERMINATION AND EXTENT OF
LIABILITY.

This policy is a contract of indemnity against actual
monetary loss or damage sustained or incurred by the
Insured Claimant who has suffered loss or damage by
reason of matters insured against by this policy and
only to the extent herein described.

© 2001 First American Title Insurance Company
All Rights Reserved

855







(a) The liability of the Company under this policy

shall not exceed the least of:

(i) The Amount of Insurance stated in Schedule
A, or, if applicable, the amount of insurance
as defined in Section 2 (¢) of these
Conditions and Stipulations;

(ii) the amount of the unpaid principal
indebtedness secured by the Insured
Mortgage as limited or provided under
Section 8 of these Conditions and
Stipulations or as reduced under Section 9
of these Conditions and Stipulations, at the
time the loss or damage insured against by
this policy occurs, together with interest
thereon; or

(iii) the difference between the value of the
insured estate or interest as insured and the
value of the insured estate or interest subject
to the defect, lien, encumbrance or other
matter insured against by this policy.

(b) In the event the Insured has acquired the estate or

interest in the manner described in Section 2(a) of
these Conditions and Stipulations or has
conveyed the title, then the liability of the
Company shall continue as set forth in Section
7(a) of these Conditions and Stipulations.

(c) The Company will pay only those costs,

attorneys' fees and expenses incurred in
accordance with Section 4 of these Conditions
and Stipulations.

8. LIMITATION OF LIABILITY.

(a) If the Company establishes the title, or removes

the alleged defect, lien, encumbrance or other
matter, or otherwise establishes the lien of the
Insured Mortgage, all as insured, in a reasonably
diligent manner by any method, including
litigation and the completion of any appeals
therefrom, it shall have fully performed its
obligations with respect to that matter and shall
not be liable for any loss or damage caused
thereby.

(b) In the event of any litigation, including litigation

by the Company or with the Company's consent,
the Company shall have no liability for loss or
damage until there has been a final determination
by a court of competent jurisdiction, and
disposition of all appeals therefrom, adverse to
the title or interest of the Insured or to the lien of
the Insured Mortgage, as insured.

(d) The Company shall not be liable for any

indebtedness created subsequent to Effective
Date except for advances made to protect the lien
of the Insured Mortgage and secured thereby.

9. REDUCTION OF INSURANCE; REDUCTION
OR TERMINATION OF LIABILITY.

(a) All payments under this policy, except payments

made for costs, attorneys' fees and expenses, shall
reduce the amount of insurance pro tanto.
However, any payments made prior to the
acquisition of title to the estate or interest as
provided in Section 2(a) of these Conditions and
Stipulations shall not reduce pro tanto the amount
of insurance afforded under this policy except to
the extent that the payments reduce the amount of
the indebtedness secured by the Insured
Mortgage.

(b) Payment in part by any person of the principal of

the indebtedness, or any other obligation secured
by the Insured Mortgage, or any voluntary partial
satisfaction or release of the Insured Mortgage, to
the extent of the payment, satisfaction or release,
shall reduce the amount of insurance pro tanto.
The amount of insurance may thereafter be
increased by accruing interest and advances made
to protect the lien of the Insured Mortgage
pursuant to the terms of the Insured Mortgage
and secured thereby, with interest thereon,
provided in no event shall the amount of
insurance be greater than the Amount of
Insurance stated in Schedule:A.

(c) Payment in full by any person or the voluntary

satisfaction or release of the Insured Mortgage
shall terminate all liability of the Company
except as provided in Section 2(a) of these
Conditions and Stipulations.

10. PAYMENT OF LOSS.

(a) No payment shall be made without producing this

policy for endorsement of the payment unless the
policy has been lost or destroyed, in which case
proof of loss or destruction shall be furnished to
the satisfaction of the Company.

(b) When liability and the extent of loss or damage

has been definitely fixed in accordance with these
Conditions and Stipulations, the loss or damage
shall be payable within 30 days thereafter.

11. SUBROGATION UPON PAYMENT OR
SETTLEMENT.-

(c) The Company shall not be liable for loss or
damage to any Insured for liability voluntarily
assumed by the Insured in settling any claim or
suit without the prior written consent of the (a) The Company's Right of Subrogation. Whenever
Company. the Company shall have settled and paid a claim
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