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The ResCap Borrower Claims Trust (the “Borrower Trust”), established pursuant

to the terms of the Second Amended Joint Chapter 11 Plan Proposed by Residential Capital,
LLC, et al. and the Official Committee of Unsecured Creditors [Docket No. 6030] (the “Plan”)*

confirmed in the above captioned bankruptcy cases (the “Chapter 11 Cases”), hereby submits

this reply (the “Reply”),? together with the Supplemental Declaration of Lauren Graham
Delehey, Chief Litigation Counsel for the ResCap Liquidating Trust (the “Supplemental
Declaration”), annexed hereto as Exhibit 1, to the response of claimants Frank Reed and
Christina Reed (together, the “Reeds”) [Docket No. 7153] (the “Response”) to The ResCap
Borrower Claims Trust’s Objection to Proofs of Claim Filed by Frank Reed and Christina Reed
Pursuant to Section 502(b) of the Bankruptcy Code and Bankruptcy Rule 3007 [Docket No.
7017] (the “Objection”). In support of the Objection, the Borrower Trust respectfully states as
follows:?

PRELIMINARY STATEMENT

1. After being given yet another opportunity to substantiate their claims
against the Debtors, the Reeds come up short despite inundating the Borrower Trust and this
Court with hundreds of pages of prior pleadings and exhibits. Contrary to the Reeds’ assertion
that the Borrower Trust “carelessly omitted from its review prior to making its Objection —
including . . . the whole of the Claimants’ supplemental submission of over 300 pages and 29

multi-document exhibits” in addition to the “proofs” submitted by the Reeds (see Response

1 The Plan was confirmed by order of this Court dated December 11, 2013 [Docket No. 6065] and the effective
date of the Plan occurred on December 17, 2013. The Plan provides for the creation and implementation of the
Borrower Trust. Among other things, the Borrower Trust is responsible for prosecuting objections to Borrower
Claims, including those objections previously filed by the Debtors. See Plan, Art. IV.F.

Capitalized terms not defined in this Reply shall have the meaning ascribed to such terms in the Objection.

To the extent not addressed herein, the Borrower Trust incorporates by reference all arguments made by the
Borrower Trust in the Objection.
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{1 10), the Borrower Trust conducted an in-depth review of the Reed Claims, the record, the prior
pleadings, and all exhibits submitted by the Reeds prior to filing the Objection. Based on the
record before the Court, the Reeds not only fail to show by a preponderance of the evidence the
validity of any of the legal predicates for the Reed Claims and their request for damages, but also
fail to proffer admissible evidence to demonstrate any nexus between the Debtors’ purported
improper acts and the claimants’ alleged economic damages.

2. Two material facts notably absent from the scores of pages provided by
the Reeds is an acknowledgment that their last payment on the Reed Loan was on January 4,
2008, as well as the fact that they have not been dispossessed of their home since foreclosure
proceedings began. See Supplemental Declaration § 5. In fact, the Reeds have not made any
payments on the Reed Loan since January 4, 2008 to the present.4 See id. In a misguided
attempt to support their allegations of the Debtors’ purported wrongdoing, the Reeds misconstrue
legal preclusion doctrines and argue that certain orders entered in the two related prepetition
lawsuits filed in New Jersey contain dispositive findings as to the Debtors’ liability on their
asserted claims (i.e., negligence, breach of contract, etc.). Similarly, the Reeds also cherry-pick
excerpts from testimony provided in support of the FRB Consent Order and improperly proffer
such statements as proof that the Debtors committed both “a negligent and/or a wrongful act
against the Reeds” (Response § 54) and are therefore liable for the Reed Claims. In sum, the
Reeds fail to state valid legal and factual predicates for the Reed Claims, and are not entitled to

any damages on account thereof.

The Reeds assert that they made a $3,000 payment in August of 2008 that was “un-applied” to the Reed Loan
account. This payment, which was a required initial deposit for a borrower repayment plan, is addressed as part
of the Borrower Trust’s reply to the Reeds’ contention that they did seek a loan modification. See Reply { 22-
23.

ny-1148090
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3. The Reeds assert that a substantial part of their damages result from the
Debtors’ decision to maintain a lis pendens on the Reeds’ real property subsequent to receiving
notice that the underlying litigation — the Foreclosure Action — against the Reeds had been
dismissed. See Response { 75. The Debtors properly filed the lis pendens on this property when
they commenced the Foreclosure Action, and were under no legal obligation to withdraw it prior
to its statutory expiration because (i) there was no final judgment entered in either the
Foreclosure Action or the Reed Action that required the Debtors to have the county clerk
discharge the lis pendens, and (ii) the Reeds failed to complete any loan modification or loss
mitigation program, through no fault of the Debtors. Therefore, the Debtors had a reasonable
basis to maintain the lis pendens on the Reeds’ property since the Reed Loan remained in
default, and the Reeds have failed to submit any admissible evidence to the contrary. The Reeds’
own actions (or inaction) — not that of the Debtors — caused the Reeds’ failure to effectuate any
remedial action to reinstate or modify the Reed Loan.

4, Therefore, for the reasons set forth in the Objection and the Reply, the
Borrower Trust respectfully requests that the Court overrule the Response and sustain the
Objection5 because the Reeds fail to support the Reed Claims by a preponderance of the
evidence. Instead, the Reeds use the Response as a platform to voice unsubstantiated allegations

in an attempt to distract the Court from the Reeds’ baseless claims.

The Borrower Trust will treat the Reed Claims initially asserted against ResCap, Claim Nos. 3708 and 4759, as
against RFC. While the Reeds had nearly two years to file a proper amendment to their proofs of claim to
correct their purported “scrivener’s error” in designating those claims against ResCap, the Borrower Trust will
not object to the Reeds’ request to now amend the designation of these claims through their Response. The
Borrower Trust does, however, maintain its objection that these claims remain inadequately pled, regardless of
the Debtor entity against which they are asserted.

ny-1148090



12-12020-mg Doc 7228 Filed 07/03/14 Entered 07/03/14 16:20:36 Main Document
Pg 8 of 22

REPLY

A There Has Been No “Final Judgment” on the Merits of Any Claims or Issues Raised
in the Prepetition New Jersey State Court Actions

5. The Reeds dedicate a large portion of the Response to arguing that the
New Jersey court’s denial of GMACM’s motion to dismiss the Reed Complaint was a dispositive
ruling in which that court determined on a final basis that each of the claims set forth in the Reed
Complaint were meritorious. (See, e.g., Response {5, 19, 22, 31-34, 38-39, 42). This is simply
wrong. The court only found that the Reed Complaint set forth cognizable claims that could
withstand a motion to dismiss. The court’s ruling was not a determination as to whether
GMACM had any definitive liability for those claims. A “cognizable claim” is one that meets
the basic criteria of viability for being tried or adjudicated before a particular court, where such
claim or controversy is within the power or jurisdiction of a particular court to adjudicate. See
Black’s Law Dictionary 316 (10th ed. 2014) (defining “cognizable” to ordinarily mean
“Ic]apable of being known or recognized” or “[c]apable of being judicially tried or examined
before a designated tribunal”). Therefore, a finding that a plaintiff has a cognizable claim is not
a determination as to the validity of such claim, only that the plaintiff may proceed with its
burden of proving that claim before the appropriate court. See id.

6. The Debtors and the Reeds never litigated the merits of the allegations in
the Reed Complaint, and the order denying the Debtors’ motion to dismiss the Reed Complaint
(or any other order entered in either of the prepetition lawsuits) does not qualify as a dispositive
ruling on the merits of any of the Reeds’ claims set forth in the Reed Complaint that form the
bases of the Reed Claims. Therefore, the Borrower Trust is not barred from raising any of the

arguments in the Objection.

ny-1148090
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7. The Borrower Trust respectfully requests that the Court sustain the
Objection because the arguments in the Response all fail as to the applicability of the res
judicata, collateral estoppel, and Rooker-Feldman doctrines. Consequently, the Reeds fail to
provide any response that would support their claims.

I. Neither the Doctrine of Res Judicata nor the Doctrine of Claim (or Issue)
Preclusion Bar Any of the Borrower Trust’s Statements in the Objection

8. In the Response, the Reeds assert that the Borrower Trust “is barred from
revisiting [the issues of negligence and breach of contract, among others] . . . in this bankruptcy
matter by virtue of collateral estoppel” and res judicata, respectively. See Response {{ 5, 18-33,
40-42. While the Reeds properly identify the elements of each of these preclusionary doctrines,
the Reeds misconstrue the law and cannot satisfy the elements. First, collateral estoppel does not
apply to the Reeds’ claims for, e.g., negligence and breach of contract because these issues were
neither (i) actually litigated, nor (ii) determined by a valid and final judgment. See, e.g., In re
Estate of Dawson, 136 N.J. 1, 20-21 (1994) (citations and parentheticals omitted) (stating the
requirements for collateral estoppel to preclude a party from re-litigating finally determined
issues). When litigating the Debtors’ motion to dismiss the Reed Complaint, the parties did not
put on a full evidentiary case to determine the merits of the claims at issue. See Supplemental
Declaration § 7. Rather, the New Jersey court only determined whether the Reeds met the basic
“cognizable” standard and could go forward with their burdens to prove their case. See Order
Denying Motion to Dismiss, annexed to the Delehey Declaration as Exhibit G. There has never
been a determination as to the ultimate validity and strength of the Reeds’ claims by any court.
Therefore, the Reeds misconstrue the law, improperly apply the doctrine of claim preclusion, and
have not rebutted the Objection or proven their claims of negligence and breach of contract

against the Debtors.

ny-1148090
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9. In addition, the Reeds assert that res judicata bars the Borrower Trust
from disputing the validity of the Reed Claims. See Response f 40-42. Similar to the
deficiencies noted above, the Reeds mistakenly assert that their claims were fully litigated in the
New Jersey court and that there has been a valid, final judgment on the merits of those claims
and issues. See Objection {f 72-74. Again, this is not the case. The requirement that there be a
dispositive final order on the issues raised in the state court litigation is blatantly missing from
the Reeds’ analysis. See Nolan v. First Colony Life Ins. Co., 784 A.2d 81, 88 (N.J. Super. Cut.
App, Div. 2001) (stating that denial of a motion to dismiss was not a final judgment, and
therefore, has no res judicata effect). Therefore, as set forth in the Objection, the doctrine of res
judicata does not preclude the Borrower Trust from raising arguments to challenge the
sufficiency and validity of the Reed Claims.

ii. The Rooker-Feldman Doctrine Is Not Applicable in This Matter

10. Lastly, the Reeds posit that the Rooker-Feldman doctrine applies and
should bar the Borrower Trust from challenging whether the Reeds have sufficiently stated a
cause of action for negligence and their other claims. See Response  34-39. The Reeds
fundamentally misapply this doctrine, which has no relevance in these proceedings. The
Rooker-Feldman doctrine demands that the case be brought by a “state court loser,” i.e., a
plaintiff who lost in state court. See Wilson v. Deutsche Bank Nat’l Trust (In re Wilson), 410 F.
App’x 409, 410 (2d. Cir. 2011). GMACM is not a state court loser because the Law Division
Court did not dispositively determine in the Reeds’ favor that all of their claims against the
Debtors have merit. This fact causes the entire application of the doctrine to fall apart. Taking
each element in turn, first, the Reeds wrongly contend that (i) GMACM is a state court loser for

the reason stated above, and (ii) GMACM brought “the case” before this Court. See Response 1

ny-1148090
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34, 38-39. The Reed Claims are “the case” referenced in the doctrine, whereas the Objection is
only a defensive pleading filed by the Borrower Trust in response to the Reed Claims.

11.  Second, the state court loser must be complaining of injuries caused by a
state court judgment. See Exxon Mobil Corp. v. Saudi Basic Indus. Corp., 544 U.S. 280, 287
(2005); see also Wilson, 410 F. App’x at 410. This element similarly fails because the Debtors
are neither state court losers, nor are they complaining of injuries caused by a state court
judgment. See Response 11 34, 38-39. The issues in the prepetition state court lawsuits have not
been fully litigated or determined on the merits in either party’s favor. The Foreclosure Action
was dismissed without prejudice subject to the Debtors’ demonstration of mailing a NOI to the
Reeds, and the Debtors retained the right to re-commence foreclosure proceedings. See
Supplemental Declaration { 8. In addition, the Reed Action was dismissed without prejudice
upon the Reeds’ voluntary motion for dismissal. The Objection serves to raise defenses to the
numerous allegations raised in the Reed Claims, not complain about nonexistent injuries caused
by a state court judgment.

12. Third, the state court loser must be inviting review of the state court
judgment. This element fails because there is nothing that the state court decided that warrants
review, as the state courts did not review the underlying issues on the merits.

13.  Fourth, the judgment must have been rendered before the federal
proceedings commenced. This last element fails because the Objection is not challenging any
judgment entered by the state courts. Accordingly, the Reeds misconstrue the applicability of the

Rooker-Feldman doctrine, and their argument simply lacks merit.

ny-1148090
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B. The Reeds Fail to Establish Their Claim for Negligence

I. The FRB Consent Order and Related Testimony Is Not Dispositive of Any
Wrongdoing by the Debtors on the Reeds

14. In the Response, the Reeds cite to testimony and statements made by the
FRB as proof of the Debtors’ purported misconduct and negligent acts in the processing of
foreclosures that the Reeds contend are relevant to the Reed Claims. The Reeds also request that
the Court take judicial notice of certain testimony that purportedly provides “a definitive
definition of what actions by the Debtor (and similarly regulated entities), constitute negligent
and/or wrongful behavior.” See Response 1 49. The Reeds assert that when this “authoritative
definition” is combined with the “factual determination by the New Jersey Chancery Court in the
2009 dismissal of the debtors’ foreclosure action, in which it necessarily determined that the
foreclosure action was both untimely and in violation of New Jersey foreclosure law, the
debtors’, [sic] as a matter of law, have indisputably committed both a negligent and/or a
wrongful act against the Reeds.” Id. § 54. The Reeds continue to assert that the FRB’s
characterization of the Debtors’ behavior is “clear and convincing evidence of negligence and/or
wrongful acts.” Id. 1 55. The Reeds further argue that they could have been made whole under
the monies from the Settlement Fund established by the FRB Consent Order but for the Debtors’
rejection of this proposal. See Response { 112-17.

15. In connection with the Consent Order Regulators’ investigation of alleged
abuses in the foreclosure processes employed by companies with major mortgage servicing

operations (including the Debtors), GMACM, without admitting fault, agreed to pay for the FRB

Foreclosure Review and remediate any financial harm to borrowers resulting from errors or
misrepresentations of the Debtors that the FRB Foreclosure Review uncovers. See Objection

12-14, 76; see also Delehey Declaration {f 7-13. The Reeds were included in the Eligible

ny-1148090
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Population because they were the subject of a foreclosure action during the relevant time period,
and ultimately, the Reeds received a $500 settlement payment, the lowest payout of the various
“potential harm” categories in the IFR Waterfall. See Objection | 19; see also Delehey
Declaration at § 12. The determination that the Reeds should receive the lowest settlement
payment offered means that there was no indication of even potential harm suffered by the Reeds
that would have placed them into a higher payout category. See Objection | 19 n.7; see also
Delehey Declaration at 12, n.3.

16. The payment that the Reeds received in respect of the FRB settlement
does not indicate or represent any determination or acknowledgement by the Debtors that either
the claims made by the Reeds have any merit or that the Reeds suffered any harm at the hands of
the Debtors. See Objection § 17; see also Delehey Declaration at § 11. The combination of these
facts, together with the 2009 dismissal of the foreclosure action without prejudice, does not
amount to proof by a preponderance of the evidence of any act of negligence by the Debtors.
See Objection 1 77-78. As stated in the Objection, the FRB Consent Order does not require the
Debtors to make Borrowers, including the Reeds, whole. See id. Based on PwC’s independent
review of the Reeds’ “Request for Review,” the Reeds were found to fall in the lowest strata of
the IFR Waterfall. See id. | 78; see also Delehey Declaration § 13. The Debtors have complied
and completed their obligation pursuant to the settlement, and the Reeds are not entitled to any
additional monies from the Settlement Fund. See id.

ii. The Reeds Fail to Provide Sufficient Evidence to Support Their Claim for
Negligence

17. In the Objection, the Borrower Trust rebutted the presumption of the
Reeds’ prima facie case asserted against the Debtors. See Objection f 58-60; see also In re

Allegheny Int’l, Inc., 954 F.2d 167, 173-74 (3d Cir. 1992) (“In practice, the objector must

ny-1148090
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produce evidence which, if believed, would refute at least one of the allegations that is essential
to the claim’s legal sufficiency.”). The Borrower Trust produced evidence equal in force to that
provided by the Reeds, and as a result, the burden shifted back to the Reeds to produce additional
evidence to prove the validity of their claims by a preponderance of the evidence. See id. at 174;
see also Creamer v. Motors Liquidation Co. GUC Trust (In re Motors Liquidation Co.), No. 12.
Civ. 6074 (RJS), 2013 U.S. Dist. LEXIS 143957, at *12-13 (S.D.N.Y. Sept. 23, 2013) (internal
quotation marks omitted) (stating an objector can negate a claim’s presumptive validity and shift
the burden back to the claimant to “prove by a preponderance of the evidence that under
applicable law the claim should be allowed”); Memorandum Opinion and Order Sustaining
Objection to Claim No. 6423 of Neil Larkins, In re Residential Capital, LLC, et al., No. 12-
12020 (MG) [Docket No. 7169] (Bankr. S.D.N.Y. June 24, 2014) (stating same standard). As
discussed below, many of the statements in the Reed Claims and the Response, as well as the
exhibits submitted in support thereof, are inadmissible hearsay that should not be considered by
the Court. See, e.g., Mohsin Mahmud v. JTH Inv. Grp., LLC (In re Mahmud), No. 08-10855, No.
08-0175, 2008 WL 8099115, at *6 (Bankr. E.D. Pa. Dec. 4, 2008) (“In general, factual
allegations made in a proof of claim are out-of-court statements under Fed. R. Evid. 801. Thus,
unless those allegations are non-hearsay under Rule 801(d) (e.g., an admission by a party-
opponent), or some exception to the hearsay rule is applicable, they may be inadmissible.”).

18.  The Reeds submit letters and statements from various parties as purported
proof that they received below-market offers for their real property and were declined certain
loan programs. These letters are inadmissible hearsay because (i) the declarant is not testifying
to the statements at the current trial or hearing; and (ii) the Reeds offer these letters as “evidence

to prove the truth of the matter asserted.” See generally, Fed. R. Evid. 801. “The basis for

10
ny-1148090
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excluding hearsay evidence is the notion that statements made while not under oath and while
not subject to cross-examination are inherently unreliable.” See United States v. Lindemann, 85
F.3d 1232, 1238 (7th Cir. 1996). Further, none of these letters or statements falls within an
exception to the rule against hearsay. See generally, Fed. R. Evid. 803. Therefore, the Borrower
Trust contends that no weight should be given to these statements and asserts that they do not
add to the legitimacy of any of the Reed Claims because such statements fail to explain how the
Debtors’ actions caused the third parties to value the Reeds’ property. Further, the Hendricks
Report is not dispositive evidence of the Debtors’ purported misconduct and wrongful and/or
negligent acts in connection with commencing a foreclosure action on the Reeds’ property. See
Response {f 2, 5. Moreover, even though the New Jersey court denied a motion to strike the
Hendricks Report, this only means that the Debtors would have the opportunity to subject Mr.
Hendricks to cross-examination, test and assess the reliability of the Hendricks Report’s
statements, and argue as to the appropriate weight that should be given to it.

C. The Reeds Fail to Substantiate Their Breach of Contract Claim, and Opted Not to
Reinstate Their Loan or Complete a Loan Modification

i. The Reeds Fail to State a Valid Claim for Breach of Contract

19. The Reeds contend that the Court need only look at the mortgage
document and the note to see that the Debtors breached their contractual obligations to the Reeds
and the Reeds suffered damages as a result of said breach. See Response | 61-62. However,
the Reeds fail to address the lack of contractual privity between themselves and the Debtors. At

no time did GMACM own the Reed Loan.® See Supplemental Declaration § 5; see also Note

and Mortgage, annexed to the Supplemental Declaration as Exhibit A. Moreover, GMACM was

6 Metrocities Mortgage, LLC originated the Reed Loan in May 2006, and subsequently endorsed the note to

GMAC Bank, now known as Ally Bank (a non-Debtor entity) (see Exhibit A annexed to the Supplemental
Declaration). RFC acquired the Reed Loan on December 30, 2009. See Supplemental Declaration { 5.

11
ny-1148090
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never a counterparty to the note. See Supplemental Declaration § 5. For this reason alone, the
breach of contract claim fails as against GMACM.

20.  Additionally, the Reeds’ breach of contract claim is premised on the
Debtors’ purported defective notice prior to commencing the Foreclosure Action. The breach of
contract claim does not allege any issues with the Debtors’ servicing of the Reed Loan.
Notwithstanding that RFC acquired the Reed Loan on December 30, 2009 (see Objection { 20;
see also Delehey Declaration  14), the purported breach of contract occurred before a Debtor
entity was even party to the “very contracts [that] are relevant to the dispute between the parties
— the mortgage document and the note.” Response { 61. Therefore, this claim similarly fails
against RFC.

21. More significantly, in the Reed Claims as well as the Response, the Reeds
ignore the fact that in order to state a claim for breach of contract, New Jersey law requires

pleading of the plaintiff’s own contractual duties in addition to the alleged breach of a

counterparty’s duties. See Objection {1 61-62; see also Video Pipeline Inc. v. Buena Vista Home
Entm’t, Inc., 210 F. Supp. 2d 552, 561 (D.N.J. 2002) (listing the four requirements needed to
state a breach of contract claim under New Jersey law, which includes that plaintiff must
establish that they performed their own contractual duties); In re Cendant Corp. Secs. Litig., 139
F. Supp. 2d 585, 604 n.10 (D.N.J. 2001) (noting that New Jersey law requires pleading of
performance of the movant’s own contractual duties). The Reeds have not made a payment since

January 4, 2008 on the Reed Loan and have been in continuous breach of the contract. See

Supplemental Declaration § 5. For these reasons, the Reeds fail to meet the requirements under
New Jersey law to state a valid claim for breach of contract against any of the Debtors, and

accordingly, this claim fails as a matter of law.

12
ny-1148090
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ii. The Reeds Failed to Reinstate the Reed Loan or Complete a Loan Modification

22, For the past six years, the Reeds had the statutory right to “cure the
default, de-accelerate and reinstate” the Reed Loan any time prior to a judgment being entered in
connection with a foreclosure action. N.J.S.A. 2A:50-57(a); see also Objection | 41. The
Reeds’ own actions (or inaction) — not that of the Debtors — caused the Reeds to fail to complete
such remedy. See Supplemental Declaration { 6; see also Notice of Default Letter, annexed to
the Delehey Declaration as Exhibit A.

23.  The Reeds’ attempt to obtain a loan modification was not, as the Response
suggests, “ignored by the debtor” (see Response { 107). See Supplemental Declaration 6. In
fact, the Reeds were required to make a $3,000 deposit to initiate a borrower repayment plan that
required payments of $7,000 each month. See id. The repayment plan, if consummated, would
have allowed the Reeds to catch up on past due mortgage payments. See id. The Reeds made a
$3,000 deposit (see Response 1 108), but never remitted the next requisite payment of $7,000
under the repayment plan. See Supplemental Declaration § 7. Accordingly, because the $3,000
was less than the $5,307.80 mortgage payment due on the Reed Loan, the Debtors could not
apply those monies to the Reed Loan account until the Debtors received the next payment of
$7,000. See id. As a result, the Debtors held the $3,000 deposit in a suspense account, which
was ultimately transferred to 21st Mortgage Corporation in 2013, as the successor servicer and

owner on the Reed Loan. See id. The Debtors no longer hold these monies. See id. In sum, the

Reeds did not make the necessary payments to complete the loan modification, and therefore, the
Debtors never prevented the Reeds from reinstating the Reed Loan. See id. For these reasons,

this claim fails.

13
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D. The Reed Claims for Actual Malice, Fraud, Malicious Use of Process, Constructive
Trust, and Emotional Distress Are Each Unsupported by Sufficient Evidence

24. The Response’s discussion of the Debtors’ purported acts of malice, fraud,
and wanton and/or willful disregard of the Reeds’ statutory and contractual rights is an attempt to
distract the Court from the reality that the Reeds have failed to support their claims by a
preponderance of the evidence. Evidence of the Debtors’ malice, fraud, and wanton and/or

willful disregard of the Reeds’ rights, fraud, and malicious use of process is completely absent

from the Reed Claims, the Response and all included exhibits. See Objection {{ 37-40; see also
Delehey Declaration { 15, 21 (the Debtors acted in good faith in filing the Foreclosure Action
and attempting to comply with the FFA, and there is no evidence to show the Debtors acted with
actual malice). Furthermore, the Debtors were not unjustly enriched nor have they acquired or
retained property of which the Reeds hold legal title. It is abundantly clear that the Reeds have
not made any payments on the Reed Loan in over six years (prior to the commencement of the
foreclosure action), and the $3,000 deposit has been transferred along with the Reed Loan to 21st
Mortgage Corporation, a non-Debtor entity. See Supplemental Declaration § 7. Moreover, none
of the preclusion doctrines bars this Court from reviewing and determining that the Reeds
inadequately prove these claims and that such claims should be overruled.

25. In the Response, the Reeds continue to assert that they should receive
punitive damages on account of the Reed Claims because “a substantial part of the Reeds
damages have come from the Debtors[’] purposeful leaving of a lis pendens in place as active on
the county records for four to five years after being given notice by both the state court and the
Reeds that the underlying litigation had been dismissed.” Response { 75. GMACM filed the lis
pendens on the Reeds’ property on May 28, 2008 in connection with the commencement of the

Foreclosure Action. See Supplemental Declaration § 8. The lis pendens filed by the Debtors on

14
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the Reeds’ property became ineffective as of May 28, 2013,7 five years after the Foreclosure
Action commenced.® See Supplemental Declaration § 8. An “active” lis pendens may be
discharged when a final judgment is entered in favor of the defendant against whom the lis
pendens is filed. See N.J.S.A. 2A:15-14. Specifically, New Jersey law states:

Whenever a final judgment is made in favor of the defendant or defendants in any

action. . . . the county clerk or register of deeds and mortgages in whose office the

notice has been filed shall . . . enter . . . a statement of the substance of the

judgment. Thereafter the real estate described in the notice shall be discharged of

all equities or claims set up in the complaint in the action, unless the plaintiff

takes an appeal or institutes proceedings for relief from the judgment and files a

similar notice of lis pendens in said office, stating in the notice the object of the

appeal or proceedings. Such notice shall, during the pendency of such appeal or

proceedings, have the effect of the notice first filed, and the real estate described

in the notice may be discharged of all equities set up in the complaint, in the
manner provided for the discharge of the notice first filed.

26. Because there was no final judgment entered in favor of the Reeds in
either the Foreclosure Action or the Reed Action, the Debtors had no affirmative statutory
obligation to withdraw the lis pendens prior to its natural termination date. Pursuant to the order
entered by the court in March of 2009 dismissing the Foreclosure Action without prejudice (see
the Order Granting Cross-Motion, attached to the Proofs of Claim as “Exhibit A”), the Debtors
retained the right to re-commence the Foreclosure Action upon showing that the NOI was mailed
to the Reeds. However, at that time, the Debtors were unable to renew and continue to prosecute

a foreclosure complaint against the Reeds because all foreclosure actions were effectively on

A lis pendens has a five-year duration from the date of its filing unless it is discharged prior to the termination
of its lifespan. See N.J.S.A. 2A:15-11.

Just prior to the expiration of the Debtors’ lis pendens, on April 3, 2013, Ocwen filed a lis pendens on the
Reeds’ real property. See Supplemental Declaration { 7 n.3. Prior to Ocwen’s discharge of its lis pendens (on
May 7, 2014), on March 14, 2014, 21* Mortgage Corp. filed a lis pendens on the Reeds’ real property, which is
still active. Seeid.

15
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hold in New Jersey as a result of a regional targeted effort to confront mortgage fraud.9
However, the Reeds remained in default on the Reed Loan (the last payment made in January of
2008), which provided a basis for the Debtors to maintain the lis pendens on the Reeds’ real
property while the Debtors considered how to proceed. Moreover, the Reeds failed to
successfully complete a loan modification or any other loss mitigation program. Accordingly,
the circumstances that would normally prompt the Debtors to discharge the lis pendens prior to
its statutory expiration were absent in the Reeds’ case.

27.  The Reeds have not put forth any evidence other than hearsay to
substantiate the validity of their claims, and they do not explain how they arrive at a damages
figure of $2,953,000.00 for each of the Reed Claims. The Reeds still possess their home located
at 817 Matlack Drive, Moorestown, New Jersey, and have been living there without making any
mortgage payments for over six years. See Supplemental Declaration § 5. The Reeds’ claims for
damages have no merit, and the valid legal and factual predicates for their claims are
nonexistent.

CONCLUSION

WHEREFORE, the Borrower Trust respectfully request that the Court overrule
the Response and grant the relief requested in the Objection by disallowing and expunging the

Reed Claims in their entirety.

On December 20, 2010, New Jersey Chief Justice Stuart Rabner announced the entry of three orders issued to
protect the integrity of the filings of foreclosures in New Jersey. Judge Grant issued an Administrative Order
requiring 24 lenders and servicers to file certifications demonstrating that there existed no irregularities in their
handling of foreclosure proceedings. See http://Isnj.org/Foreclosure122210.aspx (last visited July 2, 2014).
Judge Jacobson issued an Order to Show Cause directing six foreclosure plaintiffs (including Ally Financial,
Inc.) to show why the court should not suspend the processing of all foreclosure matters, and staying
foreclosure activity in uncontested residential mortgage foreclosure actions involving the plaintiffs or their
subsidiaries, servicers, or subservicers, pending further order of the court. See id.
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Dated: July 3, 2014 /s/ Norman S. Rosenbaum
New York, New York Norman S. Rosenbaum

Jordan A. Wishnew

Meryl L. Rothchild

MORRISON & FOERSTER LLP
250 West 55" Street

New York, New York 10019
Telephone: (212) 468-8000
Facsimile: (212) 468-7900

Counsel for The ResCap Borrower Claims
Trust
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UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

In re: Case No. 12-12020 (MG)

Debtors.

)

)

)
RESIDENTIAL CAPITAL, LLC,etal.,, ) Chapter 11

)

) Jointly Administered

)

SUPPLEMENTAL DECLARATION OF LAUREN GRAHAM DELEHEY IN SUPPORT
OF THE RESCAP BORROWER CLAIMS TRUST’S REPLY IN SUPPORT OF
ITS OBJECTION TO PROOFS OF CLAIM FILED BY FRANK REED
AND CHRISTINA REED PURSUANT TO SECTION 502(b) OF THE
BANKRUPTCY CODE AND BANKRUPTCY RULE 3007

I, Lauren Graham Delehey, hereby declare as follows:

1. I serve as Chief Litigation Counsel for the ResCap Liquidating Trust (the

“Liquidating Trust™) established pursuant to the terms of the Second Amended Joint Chapter 11

Plan Proposed by Residential Capital, LLC, et al. and the Official Committee of Unsecured
Creditors [Docket No. 6030] in the above-captioned Chapter 11 Cases." During the Chapter 11
Cases, | served as Chief Litigation Counsel in the legal department at Residential Capital, LLC
(“ResCap™), a limited liability company organized under the laws of the state of Delaware and
the parent of the other debtors in the above-captioned Chapter 11 Cases (collectively, the
“Debtors™). | joined ResCap on August 1, 2011 as in-house litigation counsel.

2. In my role as litigation counsel at ResCap, | was responsible for the
management of litigation, including, among others, residential mortgage-related litigation. In
connection with ResCap’s chapter 11 filing, | also assisted the Debtors and their professional

advisors in connection with the administration of the Chapter 11 Cases, including the borrower

! Capitalized terms used but not defined herein shall have the meanings ascribed to such terms in the Reply (as

defined below).
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litigation matters pending before this Court. In my current position as Chief Litigation Counsel
to the Liquidating Trust, among my other duties, | continue to assist the Liquidating Trust and

the Borrower Claims Trust (the “Borrower Trust”) in connection with the claims reconciliation

process.> | am authorized to submit this supplemental declaration (the “Supplemental
Declaration”) in support of The ResCap Borrower Claims Trust’s Reply in Support of Its
Objection to Proofs of Claim Filed by Frank Reed and Christina Reed Pursuant to Section
502(b) of the Bankruptcy Code and Bankruptcy Rule 3007 (the “Reply”).

3. Except as otherwise indicated, all facts set forth in this Supplemental
Declaration are based upon my personal knowledge of the Debtors’ operations, information
learned from my review of relevant documents and information | have received through my
discussions with former members of the Debtors’ management team and the Debtors’ former
employees, as well as the Liquidating Trust’s and the Borrower Trust’s professionals and
consultants. If | were called upon to testify, | could and would testify competently to the facts
set forth in the Objection on that basis.

4. In my current and former capacities as Chief Litigation Counsel to the
Liquidating Trust and ResCap, | am intimately familiar with the Debtors’ claims reconciliation
process. Except as otherwise indicated, all statements in this Supplemental Declaration are
based upon my familiarity with the Debtors’ books and records regularly maintained in the

ordinary course of business (the “Books and Records™), as well as the Debtors’ schedules of

assets and liabilities and statements of financial affairs filed in these Chapter 11 Cases

(collectively, the “Schedules”), my review and reconciliation of claims, and/or my review of

The Liquidating Trust and the Borrower Trust are parties to an Access and Cooperation Agreement, dated
December 17, 2013, which, among other things, provides the Borrower Trust with access to the books and
records held by the Liquidating Trust and Liquidating Trust’s personnel to assist the Borrower Trust in
performing its obligations.
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relevant documents. | or other Liquidating Trust personnel have reviewed and analyzed the
proof of claim forms and supporting documentation filed by the Reeds (defined below). Since
the Plan went effective and the Borrower Trust was established, I, along with other members of
the Liquidating Trust, have consulted with the Borrower Trust to continue the claims
reconciliation process, analyze claims, and determine the appropriate treatment of the same. In
connection with such review and analysis, where applicable, | or other Liquidating Trust
personnel, together with their professional advisors have reviewed (i) information supplied or
verified by former personnel in departments within the Debtors’ various business units, (ii) the
Books and Records, (iii) the Schedules, (iv) other filed proofs of claim, and/or (vi) the official
claims register maintained in the Debtors” Chapter 11 Cases.

5. In connection with the Reed Claims filed by Frank Reed and Christina
Reed (together, the “Reeds”), the Liquidating Trust, on behalf of the Borrower Trust, reviewed
the mortgage document and note underlying the Reed Loan. At no time did GMACM own the
Reed Loan. Contrary to the Reeds’ assertion, GMACM was never a counter party to the note.
Metrocities Mortgage, LLC originated the Reed Loan in May 2006, and subsequently endorsed
the note to GMAC Bank, now known as Ally Bank (a non-Debtor entity) (see Exhibit A annexed
hereto). RFC acquired the Reed Loan on December 30, 2009. Based on my review of the
Debtors’ servicing records, it is my understanding that the Reeds have not made a payment on

the Reed Loan since January 4, 2008 and have been in continuous breach of that contract for

over six years. It is also my understanding that the Reeds still possess their home located at 817
Matlack Drive, Moorestown, New Jersey, and have been living there without making any

mortgage payments for over six years.
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6. It is my understanding that the Reeds have neither reinstated the loan nor

completed a loan modification. According to the Books and Records, the Debtors attempted to

work with the Reeds for over a year to help them obtain a loan modification:

On July 26, 2008, Mr. Reed met with a HOPE representative. Mr. Reed informed the
representative that he could afford to pay $7,000 for three months.

On August 1, 2008, the Reeds had a follow up call with the Debtors during which the
Debtors explained the repayment plan, including a $3,000 down payment to initiate a 6-
month repayment plan that called for monthly $7,000 payments.

On September 16, 2008, the repayment plan was canceled because the Reeds failed to
make the $7,000 payment due on September 1, 2008.

On May 7, 2009, the Debtors received a loan modification workout package from the
Reeds, and approved the Reed Loan account for permanent modification (with a
contribution of $310 due on May 25, 2009) shortly thereafter.

By July 13, 2009, the Debtors had not received the permanent loan modification
documents from the Reeds, and consequently, the Debtors denied the modification due to
the non-receipt of documents.

On July 31, 2009, the Reed Loan account was approved to be part of the Debtors’ 30%
payment reduction program, and another repayment plan offer was mailed to the
claimant.

On August 6, 2009, the Reeds called the Debtors and stated that they could make a
payment, but not until the end of the month; the Debtors reviewed the offer to see if they
could adjust the repayment plan due dates.

On August 31, 2009, the Reeds faxed the Debtors an offer of $480,000 to pay off the
Reed Loan, which as of that date had a principal balance of $999,115.83, for the release
of the lien on the Reeds’ real property. The Debtors denied this offer.

On September 3, 2009, the Debtors canceled the latest repayment plan because the Reeds
did not make the required payment pursuant to the offer.

On September 24, 2009, the Reeds stated that they did not remit payment because they
never received the repayment plan documents, and requested that the plan be “reset.”
The Debtors explained to the Reeds that the Debtors were unable to reset the repayment
plan because the Debtors never received the Reeds’ workout package.

The modification would have reduced the interest rate from 6.375% to 4.375%, extended the maturity date of

the loan from June 1, 2036 to December 31, 2047, reduced the P&I payment from $5,307.80 to $5,266.76, and
brought the account current for February 2008 through May 2009 payments.

4

ny-1149211



12-12020-mg Doc 7228-1 Filed 07/03/14 Entered 07/03/14 16:20:36 Exhibit 1
Pg 6 of 37

7. With respect to the Reeds’ initial attempt to reinstate the Reed Loan, the
Reeds were required to make a $3,000 deposit to initiate a borrower repayment plan that required
payments of $7,000 each month. The Reeds made a $3,000 deposit (see Response { 108), but
never remitted the next requisite payment of $7,000 under the repayment plan. Accordingly,
because the $3,000 was less than the $5,307.80 monthly mortgage payment due on the Reed
Loan, the Debtors could not apply those monies to the Reed Loan account until the Debtors
received the next payment of $7,000. As a result, the Debtors held the $3,000 deposit in a
suspense account, which was ultimately transferred to (the non-Debtor entity) 21st Mortgage

Corporation in 2013, as the successor servicer and owner on the Reed Loan. The Debtors no

longer hold these monies. In sum, the Reeds did not make the necessary payments to complete

the loan modification.

8. GMACM filed the lis pendens on the Reeds’ property on May 28, 2008 in
connection with the commencement of the Foreclosure Action. Pursuant to the order entered by
the court in March of 2009 dismissing the Foreclosure Action without prejudice (see the Order
Granting Cross-Motion, attached to the Proofs of Claim as “Exhibit A”), the Debtors retained the
right to re-commence the Foreclosure Action and so did not dismiss the lis pendens.

Pursuant to 28 U.S.C. 8 1746, | declare under penalty of perjury that the foregoing

is true and correct.

Dated: July 3, 2014

/s/ Lauren Graham Delehey

Lauren Graham Delehey

Chief Litigation Counsel for ResCap
Liquidating Trust
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Exhibit A

Mortgage and Note
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METROCITI MORTGAGE LLC
15301 VENTURA BLVD., STE#D300
SHERMAN OAKS, CALIFORNIA 91403
Loan Number: 21063843

This Instrument Prepared By:

[Space Above This Line For Recording Data]

MORTGAGE

MIN: 100034200057200556
DEFINITIONS

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

(A) "Security Instrument” means this document, which is dated MAY 31, 2006 , together
with all Riders to this document.

(B) "Borrower"is FRANK J. REED III AND CHRISTINA A. REED, HUSBAND

AND WIFE

Borrower is the morlgagor under this Security Instrument.

(C) "MERS" is Mortgage Electronic Registration Systems, Inc. MERS is a separate corporation that is acting
solely as a nominee for Lender and Lender's successors and assigns. MERS is the mortgagee under this Security
Instrument. MERS is organized and existing under the laws of Delaware, and has an address and telephone number
of P.0. Box 2026, Flint, MI 48501-2028, tel. (888) 679-MERS.

(D) "Lender"is METROCITIES MORTGAGE, LLC

Lenderisa LIMITED LIABILITY COMPANY organized
and existing under the laws of DELAWARE .

Lender's address is 15301 VENTURA BLVD., STE D300, SHERMAN OAKS,

CALIFORNIA 91403 i

(E) "Note" means the promissory note signed by Borrower and dated MAY 31, 2006
The Note states that Borrower owes Lender ONE MILLION AND 00/100

Dollars (U.S.$ 1,000,000.00 ) plus inferest.
Borrower has promised to pay this debt in regular Periodic Payments and to pay the debt in full not later than
JUNE 1, 2036
(F) "Property" means the property (hal is described below under the heading "Transfer of Rights in the Property."
(G) "Loan" means the debt evidenced by the Note, plus interest, any prepayment charges and late charges due under
the Note, and all sums due under this Security Instrument, plus interest.

f NEW JERSEY--Single Family--Fannie Mae/Freddie Mac UNIFORM INSTRUMENT - MERS DocMagic €REnmms 800-649-1362
; Form 3031 01/01 Page 1 of 13 . www.docmagic.com
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(H) “Riders" means all Riders to this Security Instrument that are executed by Borrower. The following Riders are
to be executed by Borrower [check box as applicable]:

[X] Adjustable Rate Rider [] Planned Unit Development Rider
[] Ballaon Rider [ Biweekly Payment Rider

[ 1-4 Family Rider [ Second Home Rider

[ Condominium Rider [X] Other(s) fspecify]

INTEREST ONLY ADDENDUM TO RIDER

(D "Applicable Law" means all controlling applicable federal, state and local statutes, regulations, ordinances and
administrative rules and orders (that have the effect of law) as well as all applicable final, non-appealable judicial
opinions.
(J) "Community Association Dues, Fees, and Assessments" means all dues, fees, assessments and other charges
that are imposed on Borrower or the Property by a condominium association, homeowners association or similar
organization.
{K) "Electronic Funds Transfer" means any transfer of funds, other than a transaction originated by check, draft,
or similar paper instrument, which is initiated through an electronic terminal, telephonic instrument, computer, or
magnetic tape so as to order, instruct, or authorize a financial institution to debit or credit an account. Such term
includes, but is not limited to, point-of-sale transfers, automated teller machine transactions, transfers initiated by
telephone, wire transfers, and automated clearinghouse transfers.
(L) "Escrow Items" means those items that are described in Section 3.
(M) "Miscellaneous Proceeds” means any compensation, seltlement, award of damages, or proceeds paid by any
third party (other than insurance proceeds paid under the coverages described in Section 5) for: (i) damage to, or
: destruction of, the Property; (ii) condemnation or other taking of all or any part of the Property; (jii) conveyance in
lieu of condemnation; or (iv) misrepresentations of, or omissions as to, the value and/or condition of the Property.
(N) "Mortgage Insurance" means insurance protecting Lender against the nonpayment of, or default on, the Loan.
{0) "Periodic Payment” means the regularly scheduled amount due for (i} principal and interest under the Note,
plus (i) any amounts under Section 3 of this Security Instrument.
(P) "RESPA" means the Real Estate Settlement Procedures Act (12 U.S.C. §2601 et seq.) and its implementing
regulation, Regulation X (24 C.F.R. Part 3500), as they might be amended from time to time, or any additional er
successor legislaton or regulation that governs the same subject matter, As used in this Security Instrument,
"RESPA" refers to all requirements and restrictions that are imposed in regard to a "federally related mortgage loan"
even if the Loan does not qualify as a "federally related mortgage loan" under RESPA.
(Q) "Successor in Interest of Borrower" means any party that has taken title to the Property, whether or not that
party has assumed Borrower's obligations under the Note and/er this Security Instrument.

TRANSFER OF RIGHTS IN THE PROPERTY |

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

COUNTY of BURLINGTON
[Type of Recording Jurisdiction] [Name of Recording Jurisdiction]
NEW JERSEY-.. Smgle Family--Fannie Mae/Freddie Mac UNIFORM INSTRUMENT - MERS DocMagic EFONMS 800-649-1362
Form 3031 0101 Page 2 of 13 www.docmagic.com
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SEE IFEGAL DESCRIPTION ATTACHED HERETO AND MADE A PART HEREOF AS EXHIBIT "A".
A.P.N.: 22-03803-00002

which currently has the address of 817 MATLACK DRIVE
[Street]
~  MOORESTOWN , New Jersey 08057  ("Property Address"):
[City} [Zip Code]

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

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

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

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

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

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

2. Application of Payments or Proceeds. Except as otherwise described in this Section 2, all payments

‘ accepted and applied by Lender shall be applied in the foliowing order of priority: () interest due under the Note;
) (b} principal due under the Note; (c) amounts due under Section 3. Such payments shall be applied to each Periodic
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Payment in the order in which it became due. Any remaining amounts shail be applied first to late charges, second
to any other amounts due under this Security Instrument, and then to reduce the principal balance of the Note.
If Lender receives a payment from Borrower for a delinquent Periodic Payment which includes a sufficient
amount to pay any late charge due, the payment may be applied to the delinguent payment and the late charge. If !
more than one Periodic Payment is outstanding, Lender may apply any payment received from Borrower to the ‘
repayment of the Periodic Payments if, and to the extent that, each payment can be paid in full. Te the extent that
any excess exists after the payment is applied to the full payment of one or more Periodic Payments, such excess may ‘
be applied to any late charges due. Voluntary prepayments shall be applied first to any prepayment charges and then
as described in the Note.
Any application of payments, insurance proceeds, or Miscellaneous Proceeds to principal due under the Note
shall not extend or postpone the due date, or change the amount, of the Periodic Payments.
3. Funds for Escrow Items. Borrower shall pay to Lender on the day Periodic Payments are due under the
Note, until the Note is paid in full, a sum (the "Funds") to provide for payment of amounts due for: (a) taxes and
assessments and other items which can attain priority over this Security Instrument as a lien or encumbrance on the
Property; {b) leasehold payments or ground rents on the Property, if any; (c) premiums for any and all insurance
| required by Lender under Section 5; and (d) Mortgage Insurance premiums, if any, or any sums payable by Borrower
‘ to Lender in lieu of the payment of Mortgage Insurance premiums in accordance with the provisions of Section 10.
These items are called "Escrow Items." At origination or at any time during the term of the Loan, Lender may require
that Community Association Dues, Fees, and Assessments, if any, be escrowed by Borrower, and such dues, fees and
assessments shall be an Escrow lItem. Borrower shall promptly furnish to Lender all notices of amounts to be paid
under this Section. Borrower shall pay Lender the Funds for Escrow Items unless Lender waives Borrower's
obligation to pay the Funds for any or all Escrow Items. Lender may waive Borrower's obligation to pay to Lender
Funds for any or all Escrow Items at any time. Any such waiver may only be in writing. In the event of such waiver,
Borrower shall pay directly, when and where payable, the amounts due for any Escrow Items for which payment of
Funds has been waived by Lender and, if Lender requires, shall furnish to Lender receipts evidencing such payment
i within such time period as Lender may require. Borrower's obligation to make such payments and to provide receipts |
shall for all purposes be deemed to be a covenant and agreement contained in this Security Instrument, as the phrase (
"covenant and agreement” is used in Section 9. 1f Borrower is obligated to pay Escrow Items directly, pursuant to
a waiver, and Borrower fails to pay the amount due for an Escrow Item, Lender may exercise its rights under Section
9 and pay such amount and Borrower shall then be obligated under Section 9 to repay to Lender any such amount.
Lender may revoke the waiver as to any or all Escrow Items at any time by a notice given in accordance with Section
15 and, upon such revocation, Borrower shall pay to Lender all Funds, and in such amounts, that are then required
under this Section 3.
Lender may, at any time, collect and hold Funds in arr amount (a) sufficient to permit Lender to apply the Funds
at the time specified under RESPA, and (b) not to exceed the maximum amount a lender can require under RESPA.
| Lender shall estimate the amount of Funds due on the basis of current data and reasonable estimales of expenditures
of future Escrow ltems or otherwise in accordance with Applicable Law.
The Funds shall be held in an institution whose deposits are insured by a federal agency, instrumentality, or I
entity (including Lender, if Lender is an institution whese deposits are so insured) or in any Federal Home Loan
Bank. Lender shall apply the Funds to pay the Escrow Items no later than the time specified under RESPA. Lender
shall not charge Borrower for holding and applying the Funds, annually analyzing the escrow account, or verifying
the Escrow Items, unless Lender pays Borrower interest on the Funds and Applicable Law permits Lender to make
such a charge. Unless an agreement is made in writing or Applicable Law requires interest to be paid on the Funds,
Lender shall not be required to pay Borrower any interest or earnings on the Funds. Borrower and Lender can agree
in writing, however, that interest shall be paid on the Funds. Lender shall give to Borrower, without charge, an ‘
annual accounting of the Funds as required by RESPA.
If there is a surplus of Funds held in escrow, as defined under RESPA, Lender shall account to Borrower for ‘
the excess funds in accordance with RESPA. If there is a shortage of Funds held in escrow, as defined under RESPA,
Lender shall notify Borrower as required by RESPA, and Borrower shall pay to Lender the amount necessary to make
up the shortage in accordance with RESPA, but in no maore than 12 monthly payments. If there is a deficiency of
Funds held in escrow, as defined under RESPA, Lender shall notify Borrower as required by RESPA, and Borrower
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shall pay to Lender the amount necessary to make up the deficiency in accordance with RESPA, but in no more than
12 monthly payments. [
Upon payment in full of all sums secured by this Security Instrument, Lender shall promptly refund to Borrower
any Funds held by Lender. \
4. Charges; Liens. Borrower shall pay all taxes, assessments, charges, fines, and impositions attributable to
the Property which can attain priority over this Security Instrument, leasehold payments or ground rents on the
Property, if any, and Community Association Dues, Fees, and Assessments, if any. To the extent that these items
are Escrow ltems, Borrower shall pay them in the manner provided in Section 3.
Borrower shall promptly discharge any lien which has priority over this Security Instrument unless Borrower:
(a) agrees in writing to the payment of the obligation secured by the lien in a manner acceptable 16 Lender, but only
so long as Borrower is performing such agreement; (b) contests the lien in good faith by, or defends against
i enforcement of the lien in, legal proceedings which in Lender's opinion operate to prevent the enforcement of the lien
while those proceedings are pending, but only until such proceedings are concluded; or (c) secures from the holder
of the lien an agreement satisfactory to Lender subordinating the lien to this Security Instrument. If Lender
determines that any part of the Property is subject to a lien which can attain priority ever this Security Instrument,
! Lender may give Borrower a notice identifying the lien. Within 10 days of the date on which that notice is given,
Borrower shall satisfy the lien or take one or more of the actions set forth above in this Section 4.

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

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

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

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

In the event of loss, Borrower shall give prompt notice to the insurance carrier and Lender. Lender may make
proof of loss if not made promptly by Borrower. Unless Lender and Borrower otherwise agree in writing, any
insurance proceeds, whether or not the underlying insurance was required by Lender, shall be applied to restoration
or repair of the Property, if the restoration or repair is economically feasible and Lender's security is not lessened.
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| During such repair and restoration period, Lender shall have the right to hold such insurance proceeds until Lender
has had an opportunity to inspect such Property to ensure the work has been completed to Lender’s satisfaction,
provided that such inspection shall be undertaken promptly. Lender may disburse proceeds for the repairs and
restoration in a single payment or in a series of progress payments as the work is completed. Unless an agreement ‘
is made in writing or Applicable Law requires interest to be paid on such insurance proceeds, Lender shall not be
required to pay Borrower any interest or earnings on such proceeds. Fees for public adjusters, or other third parties, |
retained by Borrower shall not be paid out of the insurance proceeds and shall be the sole obligation of Borrower.
If the restoration or repair is not economically feasible or Lender's security would be lessened, the insurance proceeds
shall be applied to the sums secured by this Security Instrument, whether or not then due, with the excess, if any, paid !
to Borrower. Such insurance proceeds shall be applied in the order provided for in Section 2.
If Borrower abandons the Property, Lender may file, negotiate and settle any available insurance claim and 1
refated matters. If Borrower does not respond within 30 days to a notice from Lender that the insurance carrier has
offered to settle a claim, then Lender may negotiate and settle the claim. The 30-day period will begin when the {
notice is given. In either event, or if Lender acquires the Property under Section 22 or otherwise, Borrower hereby
assigns to Lender (a) Borrower's rights to any insurance proceeds in an amount not to exceed the amounts unpaid !
! under the Note or this Security Instrument, and (b) any other of Borrower's rights (other than the right to any refund ‘
of unearned premiums paid by Borrower) under all insurance policies covering the Property, insofar as such rights
are applicable to the coverage of the Property. Lender may use the insurance proceeds either to repair or restore the
Property or to pay amounts unpaid under the Note or this Security Instrument, whether or not then due.

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

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

Lender or its agent may make reasonable entries upon and inspections of the Property. If it has reasonable cause,

Lender may inspeci the interior of the improvements on the Property. Lender shall give Borrower notice at the time
of or prior to such an interior inspection specifying such reasonable cause.

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

9. Protection of Lender's Interest in the Property and Rights Under this Security Instrument. If (a)

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

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

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

10. Mortgage Insurance. If Lender required Mortgage Insurance as a condition of making the Loan, Borrower
shall pay the premiums required to maintain (he Mortgage Insurance in effect. If, for any reason, the Mortgage
Insurance coverage required by Lender ceases to be available from the mortgage insurer that previously provided such

' insurance and Borrower was required to make separately designated payments toward the premiums for Mortgage
Insurance, Borrower shall pay the premiums required to obtain coverage substantially equivalent to the Mortgage
Insurance previously in effect, at a cost substantially equivalent to the cost to Borrower of the Mortgage Insurance
previously in effect, from an alternate mortgage insurer selected by Lender. If substantially equivalent Mortgage
Insurance coverage is not available, Borrower shall continue to pay to Lender the amount of the separately designated
payments that were due when the insurance coverage ceased to be in effect. Lender will accept, use and retain these
payments as a non-refundable loss reserve in lieu of Mortgage Insurance. Such loss reserve shall be non-refundable,
notwithstanding the fact that the Loan is ultimately paid in full, and Lender shall not be required to pay Borrower any
interest or earnings on such loss reserve. Lender can nio longer require loss reserve payments if Mortgage Insurance
coverage (in the amount and for the period that Lender requires) provided by an insurer selected by Lender again
becomes available, is obtained, and Lender requires separately designated payments toward the premiums for
Mortgage Insurance, If Lender required Mortgage Insurance as a condition of making the Loan and Borrower was
required to make separately designated payments toward the premiums for Mortgage Insurance, Borrower shall pay
the premiums required to maintain Mortgage Insurance in effect, or to provide a non-refundable loss reserve, until
Lender's requirement for Mortgage Insurance ends in accordance with any written agreement between Borrower and
Lender providing for such termination or until termination is required by Applicable Law. Nothing in this Section
10 affects Borrower's obligation to pay interest at the rate provided in the Note.

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

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

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

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

(b) Any such agreements will not affect the rights Borrower has - if any - with respect to the Mortgage
Insurance under the Homeowners Protection Act of 1998 or any other law. These rights may include the right

NEW JERSEY--Single Family--Fannie Mae/Freddie Mac UNIFORM INSTRUMENT - MERS DocMaglic EFouvinss 800-649-1362
Form 3031 01/01 Page 7 of 13 www.docmagic.com

| MBI 124 PeL 16



Identifier:0601613576 Doc Type:MTGR

12-12020-mg Doc 7228-1 Filed 07/03/14 Entered 07/03/14 16:20:36 Exhibit 1
Pg 15 of 37

to receive certain disclosures, to request and obtain cancellation of the Mortgage Insurance, to have the
Mortgage Insurance terminated autematically, and/or to receive a refund of any Mertgage Insurance premiums
that were unearned at the time of such cancellation or termination.
11. Assignment of Miscellaneous Proceeds; Forfeiture. All Miscellaneous Proceeds are hereby assigned to
and shall be paid to Lender.
If the Property is damaged, such Miscellaneous Proceeds shall be applied to restoration or repair of the Property,
if the restoration or repair is economically feasible and Lender's security is not lessened. During such repair and
restoration period, Lender shall have the right to hold such Miscellaneous Proceeds until Lender has had an
opportunity to inspect such Property to ensure the work has been completed to Lender's satisfaction, provided that
such inspection shall be undertaken promptly. Lender may pay for the repairs and restoration in a single disbursement
or in a series of progress payments as the work is completed. Unless an agreement is made in writing or Applicable !
Law requires interest to be paid on such Miscellaneous Proceeds, Lender shall not be required to pay Borrower any
interest or earnings on such Miscellaneous Proceeds. If the restoration or repair is not economically feasible or
Lender's security would be lessened, the Miscellaneous Proceeds shall be applied to the sums secured by this Security
Instrument, whether or not then due, with the excess, if any, paid to Borrower. Such Miscellaneous Proceeds shall
be applied in the order provided for in Section 2.
In the event of a total taking, destruction, or loss in value of the Property, the Miscellaneous Proceeds shall be
applied to the sums secured by this Security Instrument, whether or not then due, with the excess, if any, paid to
Borrower.
In the event of a partial taking, destruction, or loss in value of the Property in which the fair market value of
the Property immediately before the partial taking, destruction, or loss in value is equal to or greater than the amount
of the sums secured by this Security Instrument immediately before the partial taking, destruction, or loss in value,
unless Borrower and Lender otherwise agree in writing, the sums secured by this Security Instrument shall be reduced
by the amount of the Miscellaneous Proceeds multiplied by the following fraction: (a) the total amount of the sums
secured immediately hefore (he partial taking, destruction, or ioss in vaiue divided by (b} the fair market value of the )
Property immediately before the partial taking, destruction, or loss in value. Any balance shall be paid to Borrower.
In the event of a partial taking, destruction, or loss in value of the Property in which the fair market value of !
the Property immediately before the partial taking, destruction, or loss in value is less than the amount of the sums I
secured immediately before the partial taking, destruction, or loss in value, unless Borrower and Lender otherwise
agree in writing, the Miscellaneous Proceeds shall be applied to the sums secured by this Security Instrument whether
or not the sums are then due.
If the Property is abandoned by Borrower, or if, after notice by Lender to Borrower that the Opposing Party (as
defined in the next sentence) offers to make an award to settle a claim for damages, Borrower fails to respond to
Lender within 30 days after the date the notice is given, Lender is authorized to collect and apply the Miscellaneous
Proceeds either to restoration or repair of the Property or to the sums secured by this Security Instrument, whether
or not then due. "Opposing Party" means the third party that owes Borrower Miscellaneous Proceeds or the party
against whom Borrower has a right of action in regard to Miscellaneous Proceeds.
Borrower shall be in default if any action or proceeding, whether civil or criminal, is begun that, in Lender's
judgment, could result in forfeiture of the Property or other material impairment of Lender's interest in the Property
or rights under this Security Instrument. Borrower can cure such a default and, if acceleration has occurred, reinstate
as provided in Section 19, by causing the action or proceeding to be dismissed with a ruling that, in Lender's
judgment, precludes forfeiture of the Property or other material impairment of Lender's interest in the Property or
rights under this Security Instrument. The proceeds of any award or claim for damages that are aitributable to the ‘
impairment of Lender's interest in the Property are hereby assigned and shall be paid t6 Lender.
All Miscellaneous Proceeds that are not applied to restoration or repair of the Property shall be applied in the |
\ order provided for in Section 2.
‘ 12. Borrower Not Released; Forbearance By Lender Not a Waiver. Extension of the time for payment or ‘
modification of amortization of the sums secured by this Security Instrument granted by Lender to Borrower or any
Successor in [nterest of Borrower shall not operate (o release the liability of Borrower or any Successors in [nterest [
of Borrower. Lender shall not be required to commence proceedings against any Successor in Interest of Borrower
or (o refuse (o extend time for payment or otherwise modify amortization of the sums secured by this Security |
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Instrument by reason of any demand made by the original Borrower or any Successors in Interest of Borrower. Any
forbearance by Lender in exercising any right or remedy including, without limitation, Lender's acceptance of
payments from third persons, entities or Successors in Interest of Borrower or in amounts less than the amount then
due, shall not be a waiver of or preclude the exercise of any right or remedy.
13. Joint and Several Liability; Co-signers; Successors and Assigns Bound. Borrower covenants and agrees
that Borrower's obligations and liability shall be joint and several. However, any Borrower who co-signs this Security |
Instrument but does not execute the Note (a "co-signer"): (a) is co-signing this Security Instrument only to mortgage,
grant and convey the co-signer’s interest in the Property under the terms of this Security Instrument; (b) is not
personally obligated to pay the sums secured by this Security Instrument; and (c) agrees that Lender and any other
Borrower can agree to extend, modify, forbear or make any accommodations with regard to the terms of this Security
Instrument or the Note without the co-signer's consent.
Subject to the provisions of Section 18, any Successor in Interest of Borrower who assumes Borrower's
obligations under this Security Instrument in writing, and is approved by Lender, shalk obtain all of Borrower's rights
and benefits under this Security Instrument. Borrower shall not be released from Borrower's obligations and liability
under this Security Instrument unless Lender agrees to such release in writing. The covenants and agreements of this
Security Instrument shall bind (except as provided in Section 20) and benefit the successors and assigns of Lender.
14. Loan Charges. Lender may charge Borrower fees for services performed in connection with Borrower's
default, for the purpose of protecting Lender’s interest in the Property and rights under this Security Instrument,
incfuding, but not limited to, atforneys’ fees, property inspection and valuation fees. In regard to any other fees, the ‘f
absence of express authority in this Security Instrument to charge a specific fee to Borrower shall not be construed
as a prohibition on the charging of such fee. Lender may not charge fees that are expressly prohibited by this Security
Instrument or by Applicable Law.
IF the Loan is subject to a law which sets maximum loan charges, and that law is finally interpreted so that the
interest or other loan charges collected or to be collected in connection with the Loan exceed the permitted limits,
! then: (a) any such loan charge shall be reduced by the amount necessary to reduce the charge to the permitted limit;
and (b) any sums already collected from Borrower which exceeded permitted limits will be refunded to Borrower. ‘
Lender may cheose to make this refund by reducing the principal owed under the Note or by making a direct payment
to Borrower. If a refund reduces principal, the reduction will be treated as a partial prepayment without any
prepayment charge (whether or not a prepayment charge is provided for under the Note). Borrower's acceptance of
any such refund made by direct payment to Borrower will constitute a waiver of any right of action Borrower might
have arising out of such overcharge. ‘
15. Notices. All notices given by Berrower or Lender in connection with this Security Instrument must be in :
writing. Any notice to Borrower in connection with this Security Instrument shall be deemed to have been given to .
Borrower when mailed by first class mail or when actually delivered to Borrower's notice address if sent by other !
means. Notice to any one Borrower shall constitute notice to all Borrowers unless Applicable Law expressly requires |
otherwise. The notice address shall be the Property Address unless Borrower has designated a substitute notice
address by notice to Lender. Borrower shall promptly notify Lender of Borrower's change of address. If Lender ‘
specifies a procedure for reporting Borrower's change of address, then Borrower shall only report a change of address
through that specified procedure. There may be ouly one designated notice address under this Security Instrument
! at any one time. Any notice to Lender shall be given by delivering it or by mailing it by first class mail to Lender's
address stated herein unless Lender has designated another address by notice to Borrower. Any notice in connection
with this Security Instrument shall not be deemed to have been given to Lender until actually received by Lender,
If any notice required by this Security Instrument is also required under Applicable Law, the Applicable Law
requirement will satisfy the corresponding requirement under this Security Instrument.

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

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

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

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

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

19. Borrower's Right to Reinstate After Acceleration. [f Borrower meefs certain conditions, Borrower shall

have the right (o have enforcement of this Security Instrument discontinued at any time prior to the earliest of: (a)
five days before sale of the Property pursuant to any power of sale contained in this Security Instrument; (b} such
other period as Applicable Law might specify for the termination of Borrower's right to reinstate; or (c) entry of a
judgment enforcing this Security Instrument. Those conditions are that Borrower: (a) pays Lender-all surs which
then would be due under this Security Instrument and the Note as if no acceleration had occurred; (b) cures any default
of any other covenants or agreements; (c) pays all expenses incurred in enforcing this Security Instrument, including, i
but not litited to, reasonable attorneys' fees, property inspection and valuation fees, and other fees incurred for the
purpose of protecting Lender's interest in the Property and rights under this Security Instrument; and (d) takes such !
action as Lender may reasonably require to assure that Lender's interest in the Property and rights under this Security I
Instrument, and Borrower's obligation to pay the sums secured by this Security Instrument, shall continue unchanged.
Lender may require that Borrower pay such reinstatement sums and expenses in one or more of the following forms,
as selected by Lender: (a) cash; (b) money order; (¢) certified check, bank check, treasuret's check or cashier's check,
provided any such check is drawn upon an institution whose deposits are insured by a federal agency, instrumentality
or entity; or (d) Electronic Funds Transfer. Upon reinstatement by Borrower, this Security Instrument and obligations
secured hereby shall remain fully effective as if no acceleration had occurred. However, this right to reinstate shall
not apply in the case of acceleration under Section 18,

20. Sale of Note; Change of Loan Servicer; Notice of Grievance. The Note or a partial interest in the Note
{together with this Security Instrument) can be sold one or more times without prior notice to Borrower. A sale might
result in a change in the entity (known as the "Loan Servicer") that collects Periodic Payments due under the Note
and this Security Instrument and performs other morigage loan servicing obligations under the Note, this Security
Instrument, and Applicable Law. There also might be one or more changes of the Loan Servicer unrelated to a sale
of the Note. If there is a change of the Loan Servicer, Borrower will be given written notice of the change which will
state the name and address of the new Loan Servicer, the address to which payments should be made and any other
information RESPA requires in connection with a notice of transfer of servicing. If the Note is sold and thereafier

J the Loan is serviced by a Loan Servicer other than the purchaser of the Note, the morigage loan servicing obligations
to Borrower will remain with the Loan Servicer or be transferred to a successor Loan Servicer and are not assumed
by the Note purchaser unless otherwise provided by the Note purchaser.
Neither Borrower nor Lender may commence, join, or be joined to any judicial action (as either an individual
f litigant ar the member of a class) that arises from the other party's actions pursuant to this Security Instrument or that
alleges that the other party has breached any provision of, or any duty owed by reason of, this Security Instrument, !
until such Borrower or Lender has notified the other party (with such notice given in compliance with the requirements
of Section 15) of such alleged breach and afforded the other pariy hereto a reasonable period after the giving of such (

notice to take corrective action, If Applicable Law provides a time period which must elapse before certain action
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can be taken, that time period will be deemed (o be reasonable for purposes of this paragraph. The notice of
acceleration and opportunity to cure given io Borrower pursuant to Section 22 and the notice of acceleration given
to Borrower pursuant to Section 18 shall be deemed to satisfy the notice and opportunity to take corrective action
provisions of this Section 20.

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

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

! hazardous substances in consumer products).

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

NON-UNIFORM COVENANTS. Borrower and Lender further covenant and agree as follows:
22. Acceleration; Remedies. Lender shall give notice to Borrower prior to acceleration following
Borrower's breach of any covenant or agreement in this Security Instrument (but not prior to acceleration under
Section 18 unless Applicable Law provides otherwise). The notice shall specify: (a) the default; (b) the action
required to cure the default; (c) a date, not less than 30 days from the date the notice is given to Borrower, by
which the default must be cured; (d) that failure to cure the default on or before the date specified in the notice
may result in acceleration of the sums secured by this Security Instrument, foreclosure by judicial proceeding
and sale of the Property; (e) the Borrower's right to reinstate after acceleration and the right to assert in the
foreclosure proceeding the non-existence of a default or any other defense of Borrower to acceleration and
foreclosure; and (f) any other disclosure required under the Fair Foreclosure Act, codified at §§ 2A:50-53 et seq.
of the New Jersey Statutes, or other Applicable Law. If the default is not cured on or before the date specified
in the notice, Lender at its option may require immediate payment in full of all sums secured by this Security
Instrument without further demand and may foreclose this Security Instrument by judicial proceeding. Lender
shall be entitled to collect all expenses incurred in pursuing the remedies provided in this Section 22, including,
but not fimited to, attorneys’ fees and costs of title evidence permitted by Rules of Court.
23. Release. Upon payment of all sums secured by this Security Instrument, Lender shall cancel this Security
Instrument. Borrower shall pay any recordation costs. Lender may charge Borrower a fee for releasing this Security
Instrument, but only if the fee is paid to a third party for services rendered and the charging of the fee is permitted ‘
under Applicable Law, )
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24, No Claim of Credit for Taxes. Borrower will not make deduction from or claim credit on the principal
or interest secured by this Security Instrument by reason of any governmental taxes, assessments or charges.
Borrower will not claim any deduction from the taxable value of the Property by reason of this Security Instrument.

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

e

€a

NK J. REED ITI -Borrower INA A. REED -Borrower

(Seal) (Seal)
-Borrower -Borrower I

(Seal) (Seal)
-Borrower -Borrower ‘
| ‘
Signed, sealed and delivered in the presence of: |
\
= (e \

\ \k \
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[Space Below This Line For Acknowledgment]

State of New Jersey,

County of CAMDEN N

, 85

1 CERTIFY that on 5 0 FRANK J. REED IIT, '
CHRISTINA A. REED

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

Notary's Signature N\ Date

FFICIAL SEAT
STACIE A. JONES

NOTARY PUBLIC - N
MY Corty, EBLIC- NEW JeRsey

Notary's printed or typed name

11

My commission expires:

NEW JERSEY--Single Family--Fannie Mae/Freddie Mac UNIFORM INSTRUMENT - MERS DocMaglc €Runmmns 800-649-1362
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Loan Number: 21063843

FIXED/ADJUSTABLE RATE RIDER

(LIBOR One-Year Index (As Published In The Wall Street Journal) - Rate Caps)

THIS FIXED/ADJUSTABLE RATE RIDER is made this 31st day of MAY
2006 , and is incorporated into and shall be deemed to amend and supplement the Mortgage, Deed of
Trust, or Secun(y Deed (the "Security Instrument”) of the same date given by the undersigned ("Borrower")
to secure Borrower's Fixed/Adjustable Rate Note {the "Note"} o METROCITIES MORTGAGE,
LLC, A LIMITED LIABILITY COMPANY
("Lender") of the same date and covering the property described in the Security Instrument and located at:

817 MATLACK DRIVE, MOORESTOWN, NEW JERSEY 08057
{Property Address]

THE NOTE PROVIDES FOR A CHANGE IN BORROWER'S FIXED INTEREST RATE

TO AN ADJUSTABLE INTEREST RATE. THE NOTE LIMITS THE AMOUNT !
BORROWER'S ADJUSTABLE INTEREST RATE CAN CHANGE AT ANY ONE TIME

AND THE MAXIMUM RATE BORROWER MUST PAY.

ADDITIONAL COVENANTS. In addition to the covenants and agreements made in the Security
Instrument, Borrower and Lender further covenant and agree as follows:

A. ADJUSTABLE RATE AND MONTHLY PAYMENT CHANGES
The Note provides for an initial fixed interest rate of 6.375 %. The Note also provides
for a change in the initial fixed rate to an adjustable interest rate, as follows:

4. ADJUSTABLE INTEREST RATE AND MONTHLY PAYMENT CHANGES

(A) Change Dates '

The initial fixed interest rate I will pay will change to an adjustable interest rate on the 1st day
of JUNE, 2011 , and the adjustable interest rate I will pay may change
on that day every 12th month thereafter. The date on which my initial fixed interest rate changes to an
adjustable interest rate, and each date on which my adjustable interest rate could change, is called a "Change
Date.”

(B) The Index

Beginning with the first Change Date, my adjustable interest rate will be based on an Index. The
"Index" is the average of interbank offered raies for one-year U.S. dollar-denominated deposits in the
London market ("LIBOR"), as published in The Wall Street Journal. The most recent Index figure available
as of the date 45 days before each Change Date is called the "Current Index."

If the Index is no longer available, the Note Holder will choose a new index that is based upon
comparable information. The Note Holder will give me natice of this choice.

MULTISTATE FIXED/ADJUSTABLE RATE RIDERNWSJ One-Year LIBOR DocMagic €feoms 600-649-1362
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{C) Calculation of Changes
Before each Change Date, the Note Holder will calculate my new interest rate by adding
TWO AND 250/1000 percentage points { 2.250 %) to the
Current Index. The Note Holder will then round the result of this addition to the nearest one-eighth of one
percentage point {0.125%). Subject to the limits stated in Section 4(D) below, this rounded amount will be !
my new interest rate until the next Change Date.
The Note Holder will then determine the amount of the monthly payment that would be sufficient to
repay the unpaid principal that I am expected to owe at the Change Date in full on the Maturity Date at my
new interest rate in substantially equal payments. The result of this calculation will be the new amount of
my monthly payment. _ ‘
(D) Limits on Interest Rate Changes
The interest rate 1 am required to pay at the first Change Date will not be greater than ‘
11.375 9% or less than 2.250 9%. Thereafter, my adjustable interest rate will never |
be increased or decreased on any single Change Date by more than TWO AND 000/1000
percentage points from the rate of interest | have been paying for the preceding
| 12 months, My interest rate will never be greater than 11.375 %.

(E) Effective Date of Changes

My new interest rate will become effective on each Change Date. 1 will pay the amount of my new
monthly payment beginning on the first monthly payment date after the Change Date until the amount of my
monthly payment changes again.

(F) Notice of Changes

The Note Holder will deliver or mail to me a notice of any changes in my initial fixed interest rate to
an adjustable interest rate and of any changes in my adjustable interest rate before the effective date of any
change. The notice will include the amount of my monthly payment, any information required by law to be
given to me and also the title and telephone number of a person who will answer any question I may have
regarding the notice.

B. TRANSFER OF THE PROPERTY OR A BENEFICIAL INTEREST IN BORROWER
1. Until Borrower's initial fixed interest rate changes to an adjustable interest rate under the terms
stated in Section A above, Uniform Covenant 18 of the Security Instrument shall read as follows:

Transfer of the Property or a Beneficial Interest in Borrower. As used in this Section

18, “Interest in the Property” means any legal or beneficial interest in the Property, including,

but not limited to, those beneficial interests transferred in a bond for deed, contract for deed,

installment sales contract or escrow agreement, the intent of which is the transfer of title by

Borrower at a future date to a purchaser. ‘
If all or any part of the Property or any Interest in the Property is sold or transferred (or

if Borrower is not a natural person and a beneficial interest in Borrower is sold or transferred)

without Lender's prior written consent, Lender may require immediate payment in full of all ‘

sums secured by this Security lastrument. However, this option shall not be exercised by

Lender if such exercise is prohibited by Applicable Law. |

MULTISTATE FIXED/ADJUSTASLE RATE RIDERNWS.J One-Year LIBOR DocMagic €Feemis 600-649-1362 ‘
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If Lender exercises this option, Lender shall give Borrower notice of acceleration. The
notice shall provide a period of not less than 30 days from the date the notice is given in
accordance with Section 15 within which Borrower must pay all sums secured by this Security

| Instrument. 1f Borrower fails to pay these sums prior to the expiration of this period, Lender
‘ may invoke any remedies permitted by this Security Instrument without further notice or demand
on Borrower.

2. When Borrower's initial fixed interest rate changes to an adjustable interest rate under the terms
stated in Section A abeve, Uniform Covenant 18 of the Security Instrument described in Section B1 above
shall then cease to be in effect, and the provisions of Uniform Covenant 18 of the Security Instrument shall !
be amended to read as follows:

Transfer of the Property or a Beneficial Interest in Borrower. As used in this Section
18, "Interest in the Property” means any legal or beneficial interest in the Property, including,
but not kimited to, those beneficial interests transferred in a bond for deed, contract for deed,
installment sales contract or escrow agreement, the intent of which is the transfer of title by
Borrower at a future date to a purchaser.
! If all or any part of the Property or any Interest in the Property is sold or transferred (or i
if Borrower is not a natural person and a beneficial interest in Borrower is sold or transferred)
without Lender's prior written consent, Lender may require immediate payment in full of all
sums secured by (his Security Instrument. However, this option shall not be exercised by
Lender if such exercise is prohibited by Applicable Law. Lender also shall not exercise this
option if: (a) Borrower causes to be submitted to Lender information required by Lender to
evaluate the intended transferee as if a new loan were being made to the transferee; and (b)
Lender reasonably determines that Lender's security will not be impaired by the loan assumption
and that the risk of a breach of any covenant or agreement in this Security Instrument is
acceptable to Lender.

To the extent permitted by Applicable Law, Lender may charge a reasonable fee as a
condition to Lender's consent to the loan assumption. Lender also may require the transferee
to sign an assumption agreement that is acceptable to Lender and that obligates the (ransferee
to keep all the promises and agreements made in the Note and in this Security Instrument.
Borrower will continue (o be obligated under the Note and this Security Instrument unless
Lender releases Borrower in writing.

If Lender exercises the option to require immediate payment in full, Lender shall give
Borrower notice of acceleration. The notice shall provide a period of not less than 30 days from
the date the notice is given in accordance with Section 15 within which Borrower must pay all
sums secured by this Security Instrument. If Borrower fails to pay these sums prior to the
expiration of this period, Lender may invoke any remedies permitted by this Security Instrument
without further notice or demand on Borrower.
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BY SIGNING BELOW, Borrower accepts and agrees to the terms and covenants contained in this
Fixed/Adjustable Rate Rider. '

(Seal)
NK JC REED/I11 -Borrower
(Seal) (Seal)
-Borrower : -Borrower
i
(Seal) (Seal)
-Borrower -Borrower
\
|
\
i
| |
|
MULTISTATE FIXED/ADJUSTABLE RATE RIDERNWS.) One-Year LIBOR DocMagic €Formns 800-649-1362
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INTEREST-ONLY ADDENDUM
TO ADJUSTABLE RATE RIDER

Loan Number: 21063843

Property Address: 817 MATLACK DRIVE, MOORESTOWN, NEW JERSEY 08057

THIS ADDENDUM is made this 31st  day of MAY, 2006 , and is
incorporated into and intended to form a part of the Adjustable Rate Rider (the "Rider") dated the same date
as this Addendum executed by the undersigned and payable to METROCITIES MORTGAGE,
LLC, A LIMITED LIABILITY COMPANY

(the Lender). |

THIS ADDENDUM supersedes Seciion 4(C) of the Rider. None of the other provisions of the Note are
changed by this Addendum.

4. INTEREST RATE AND MONTHLY PAYMENT CHANGES

(C) Calculation of Changes

Before each Change Date, the Note Holder will calculate my new interest rate by adding
TWO AND 250/1000 percentage point(s} 2.250 %) to ‘
the Current Index for such Change Date. The Note Holder will then round the result of this addition to the
nearest one-eighth of one percentage point (0.125%). Subject to the limits stated in Section 4(D), this
rounded amount will be my new interest rate until the next Change Date.

During the Interest-Only Period, the Note Holder will then determine the amount of the monthly |

payment that would be sufficient (o repay accrued interest. This will be the amount of my monthly payment
until the earlier of the next Change Date or the end of the Interest-Only Period unless I make a voluntary ‘
prepayment of principal during such period. If I make a voluntary prepayment of principal during the
Interest-Only Period, my payment amount for subsequent payments will be reduced to the amount necessary
to pay interest at the then current interest rate on the lower principal balance. At the end of the Interest-Only
Period and on each Change Date thereafter, the Note Holder will determine the amount of the monthly
payment that would be sufficient to repay in full the unpaid principal that I am expected to owe at the end ‘
of the Interest-Only Period or Change Date, as applicable, in equal monthly payments over the remaining
term of the Note. The result of this calculation will be the new amount of my monthly payment. After the [
end of the Interest-Only Period, my payment amount will not be reduced due to voluntary prepayments. ‘
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(Seal)

E‘RA/N{'/J. I;EE,D III e -Borrower

(Seal) (Seal)
-Borrower -Borrower
(Seal) (Seal)
-Borrower -Borrower
|
|
|
\
j
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' ISSUED BY

INFINITY TITLE AGENCY, INC.

33 East Main Street, Unit 2, Moorestown, New Jersey 08057
(856) 727-0818 Fax: (856) 727-5173

AGENT FOR FIRST AMERICAN TITLE INSURANCE COMPANY

File No. ITA13922425

SCHEDULE C

ALL that certain lot, piece or parcel of land, with the buildings and improvements thereon erected, situate, lying and being
in Township of Moorestown, in the County of Burlington, State of NI

BEGINNING at a point in the Southerly right of way line of Matlack Drive (60 feet wide), said point being 580.94 feet
Westwardly from the Westerly end of a curve having a radius of 20.00 feet and connecting said line of Matlack Drive with
the Westerly right of way line of New Albany Road (66 feet wide); thence

1. South 12 degrees 58 minutes 42 seconds West, 185.00 feet to a point; thence

2. North 77 degrees 01 minute 18 seconds West, 111.42 feet to a point; thence

3. North 14 degrees 38 minutes 30 seconds West, 156.41 feet to a point in said line of Matlack Drive; thence

4. North 75 degrees 21 minutes 30 seconds East, along said line of Matlack Drive, 33.75 feet to a point of curvature;
thence

5. Eastwardly and curving to the right with a radius of 270.00 feet, still along said line of Matlack Drive, the arc distance
of 130.16 feet to a point of tangency; thence

6. South 77 degrees 01 minute 18 seconds East, still along said line of Matlack Drive, 28.86 feet to the point and place of
BEGINNING.

BEING Block 3803, Lot 2 as shown on the "Final Plan of Lots, Mechling Farms, Section 3", Filed May 15, 2003 as Map
#3821600.

FOR INFORMATION PURPOSES ONLY: BEING known as Lot 2, Block 3803 on the Official Tax Map of Township of
Moorestown.

Above description made in accordance with a survey made by Wallace Associates, dated March 10, 2006.

Commitment C, doc aB " ‘ l 2'4 PGu 2 g
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- - RECORDING DATA PAGE

e

Conaideration :

Code

Transfer Fee

Recording Date: 09/25/2006
Document No : 4327106 ccgorwoo

INFINITY TITLE AGENCY INC
‘ 33 BAST MAIN STREET
| UNIT 2
) MOORESTOWN, NJ 08057

Receipt No : 660096
Document No + 4327106
Document Type : MIG
Recording Date: 09/25/2006
Login Id : CCgOrwoo

Recorded
Sep 25 2006 02:19pm
Burlington County Clerk

~ Clerk of Burlington County « 49 Rancocas Rd. « Mt. Holly, NJ 08060
609-265-5180

]
N
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MIN: 100034200057200556 Loan Number: 21063843
FIXED/ADJUSTABLE RATE NOTE
(LIBOR One - Year Index (As Published In The Wall Street Journal) - Rate Caps)

THIS NOTE PROVIDES FOR A CHANGE IN MY FIXED INTEREST RATE TO AN
ADJUSTABLE INTEREST RATE. THIS NOTE LIMITS THE AMOUNT MY ADJUSTABLE
INTEREST RATE CAN CHANGE AT ANY ONE TIME AND THE MAXIMUM RATE 1 MUST
PAY.

MAY 31, 2006 SHERMAN OAKS CALIFORNIA
[Date] [Cley) [State]

817 MATLACK DRIVE, MOORESTOWN, NEW JERSEY 08057
[Property Address]

1. BORROWER'S PROMISE TO PAY

In return for a loan that I have received, I promise to pay U.S. 31, 000, 000,00 (this amount is
called "Principal”), plus interest, (o the order of Lender. Lenderis METROCITIES MORTGAGE,
LLC, A LIMITED LIABILITY COMPANY
I will make all payments under this Note in the form of cash, check or money order.

1 understand that Lender may transfer this Note. Lender or anyone who lakes this Note by transfer and who
is entiiled to recelve payments under this Note is called the "Note Holder."

2. INTEREST

Interest will be charged on unpaid principal until the full amount of Principal has been paid. [will pay interest
at a yearly rate of 6.375 %. The interest rate [ will pay may change in accordance with Section 4 of this
Note.

The interest rate required by this Section 2 and Section 4 of this Note is the rate I will pay both before and after
any default described in Section 7(B) of this Note.

3. PAYMENTS .

(A) Time and Place of Payments

I will pay principal and interest by making a payment every month,

I will make my monthly payments on the 1st  day of each month beginning on JULY 1 i
2006 . Iwill make these paymenis every month until 1 have paid all of the principal and imerest and any other
charges described below that I may owe under this Note. Each hly payment will be applied as of its scheduled
due date and wiil be applied to Interest before Principal. If, on JUNE 1, 2036 . I still owe
amounts under this Note, 1 will pay those amounts in full on that date, which is called the "Maturity Date."

I will make my monthly paymenisat 15301 VENTURA BLVD., STE#D300, SHERMAN

OAKS, CALIFORNIA 91403

or at a different place if required by the Note Holder.
(B} Amount of My Initial Monthly Payments ** See attached Interest Qnly Note Adderdm,
Each of my initial monthly payments will be in the amount of U.S. $6,238.70 . This
amount may change.
(C) Monthly Payment Changes
Changes in my monthly payment will reflect changes in the unpaid principal of my loan and in the interest rate

that I must pay. The Note Holder will determine my new interest rate and the ch | of my hly
payment in accordance with Section 4 of this Note.
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4. ADJUSTABLE INTEREST RATE AND MONTHLY PAYMENT CHANGES

{A) Change Dates

The initial fixed interest rate I will pay will change to an adjustable interest rate on the 1st  day of
JUNE, 2011 , and the adjustable interest rate 1 will pay may change on that day every 12th
month thereafter. The date on which my initlal fixed Interest rate changes to an adjustable interest rate, and each date
on which my adjustable interest rate could change, is called a "Change Date.” |

(B) The Index

Beginning with the first Change Date, my adjustable interest rate will be based on an Index. The "Index" is
the average of interbank offered rates for one-year U.S. dollar-denominated deposits in the London market
{"LIBOR"), as published in The Wall Street Journal. The most recent Index figure available as of the date 45 days
before each Change Date is called the "Current Index."

If the Index is no longer available, the Note Holder will choose a new index that is based upon comparable
information. The Note Holder wiil give me notice of this choice.

(C) Calculation of Changes

Before each Change Date, the Note Holder will calculate my new interest rate by adding TWQ AND
250/1000 percentage points ( 2.250%) to the Current
Index. The Note Holder will then round the result of this addition to the nearest one-eighth of ane percentage point
(0.125%). Subject to the limils stated in Section 4(D) below, this rounded amount will be my new interest rate until
the next Change Date.

The Note Halder will then determing the amount of the monthly payment that would be sufficient (o repay the
unpaid principal that I am expected to owe at the Change Date in full on the Maturity Date at my new interest rate
in substantially equal payments. The result of this calculation will be the new amount of my monthly payment.

{D) Limits on Interest Rate Changes

The interest rate 1 am required to pay at the first Change Date will not be greater than 11.375 %
or less than 2.250 %. Thereafler, my adjustable interes rate will never be increased or decreased on any
single Change Date by more than TWO AND 000/1000 percentage points
from the rate of interest [ have been paying for the preceding 12 months. My interest rate will never be greater than

11.375 %.

(E) Effective Date of Changes "

My new interest rate will become effective on each Change Date. I will pay the amount of my new monthly
payment beginning on the first thly payment date after the Change Date until the of my thly pay
changes again,

(F) Notice of Changes

The Note Holder will deliver or mail to me a notice of any changes in my initlal fixed interest rate to an
adjustable interest rate and of any changes in my adjustable interest rate before the effective date of any change. The
nolice will include the amount of my monthly payment, any information required by law to be given to me and also
the title and telephone number of a person who will answer any question I may have regarding the notice.

5. BORROWER'S RIGHT TO PREPAY

I have the right to make payments of Principal at any time before they are due. A payment of Principal only
is known as a "Prepayment.” When I make a Prepayment, 1 will tell the Note Holder in writing that I am doing so.
I may not designate a payment as a Prepayment if I have not made all the menthly payments due under this Note.

[ may make a full Prepayment or partial Prepayments without paying any Prepayment charge. The Note Holder
will use my Prepayments to reduce the amount of Principal that I owe under this Note. However, the Note Holder
may apply my Prepayment to the accrued and unpaid inlerest on the Prepayment before applying my
Prepayment to reduce the Principal amount of this Note. If I make a partial Prepayment, there will be no changes
in the due dates of my maenthly payments unless the Note Holder agrees in writing (o those changes. My partial
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Prepayment may reduce the amount of my monthly payments after the first Change Date following my partial
Prepayment. However, any reduction due to my partial Prepayment may be offset by an interest rate increase.

6. LOAN CHARGES

1f a law, which applies to this loan and which sets maximum loan charges, is finally interpreted so that the
interest or other loan charges collected or to be collected in connection with this loan exceed (he permitted limits,
then: (a) any such loan charge shall be reduced by (he amount necessary to reduce the charge to the permitted limit;
and (b) any sums already collected from me that exceeded permitted limits will be refunded to me. The Note Holder
may choose to make this refund by reducing the Principal [ owe under this Note or by making a direct payment to
me. If a refund reduces Principal, the reduction will be treated as a partial Prepayment.

7. BORROWER'S FAILURE TO PAY AS REQUIRED
{A) Late Charges for Overdue Payments
If the Note Holder has not recelved the full amount of any monthly payment by the end of 15
calendar days after the date it is due, | will pay a late charge to the Note Holder. The amount of the charge will be
5. 000 % of my overdue payment of principal and interest. I will pay this late charge promptly but only
once on each late payment.
(B) Default
If 1 do not pay the full amount of each monthly payment on the date it is due, I will be in default.
(C) Notice of Default
s 1 1 am in default, the Note Holder may send me a wrilten nolice telling me that if I do not pay the overdue
amount by a certain date, the Note Holder may require me to pay | diately the fuil of Principal that has
not been pald and all the interest that I owe on that amount. That date must be at least 30 days afler the date on which
the notice is mailed to me or dellvered by other means.
(D) No Waiver By Note Holder
Even if, al a time when I am in default, the Note Holder does not require me to pay immediately in full as
described above, the Mote Holder will still have the right (o do so if I am in default at a later time.
(E) Payment of Note Holder's Costs and Expenses
If the Note Holder has required me to pay immediately in full as described above, the Note Holder will have
the right to be paid back by me for all of its costs and expenses in enforcing this Note to the extent not prohibited by
applicable law. Those expenses include, for example, reasonable attorneys' fees.

8. GIVING OF NOTICES

Unless applicable law requires a different method, any notice that must be given to me under this Note will be
given by delivering it or by mailing it by first class mail to me at the Property Address above or at a different address
if I give the Note Holder a notice of my different address.

Unless the Note Holder requires a different method, any notice that must be given to the Note Holder under
this Note will be given by mailing it by first class mail to the Note Holder at the address stated in Section 3(A) above
or at a different address if I am given a notice of that different address,

9. OBLIGATIONS OF PERSONS UNDER THIS NOTE

If more than one person signs this Note, each person is fully and personally obligated 1o keep all of the
promises made in this Note, including the promise to pay the full amount owed. Any person who is a guarantor,
surety or endorser of this Note is also obligated to do these things. Any person who takes over these obligations,
including the obligations of a guarantor, surely or endorser of this Note, is also obligated to keep all of the promises
made in this Note. The Note Holder may enforce its rights under this Note against each person individually or against
all of us together. This means that any one of us may be required to pay all of the amounts owed under this Note.
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10. WAIVERS
I and any other person who has obligations under this Note waive the rights of Presentment and Notice of

Dishonor. “Presentment” means the right to require the Note Holder to d I payment of due. "Notice
[ of Dishonor" means the right to require the Note Holder to give notice to other persons thal amounts due have nol
been paid.

11. UNIFORM SECURED NOTE ;
‘This Note is a uniform instrument with limited variations in some jurisdictions. In addition to the protections

given to the Note Holder under this Note, a Morigage, Deed of Trust, or Security Deed (the "Security Instrument"),

dated the same date as this Note, protects the Note Holder from possible losses that might result if I do not keep the

promises that [ make in this Note. That Security Instrument describes how and under what conditions I may be

required to make | jiate payment in full of all amounts 1 owe under this Note. Some of those conditions read as

follows:

(A) Until my initial fixed interest rate changes to an adjustable interest rate under the terms stated in Section
! 4 above, Uniform Covenant 18 of the Security Instrument shall read as follows:

Transfer of the Property or a Beneficial Interest in Borrower. As used in this Section 18,
"Interest In the Properly" means any legal or beneficial interest in the Property, including, but not
limited to, those beneficial interests iransferred in 2 bond for deed, contract for deed, instaliment sales
conlract or escrow agreement, the intent of which is the transfer of title by Borrower at a future date to
a purchaser. I
i If all or any part of the Property or any Interest in the Property is sold or transferred (or If Borrower i
Is not a natural person and a beneficlal interest in Borrower is sold or transferred) without Lender's prior
wrilten consent, Lender may require immediate payment in full of all sums secured by this Security
Instrument. However, this option shall not be exercised by Lender if such exercise is prohibited by .
Applicable Law.
If Lender exercises this option, Lender shall give Borrower notice of acceleration. The notice shall
provide a period of not less than 30 days from the date the notice is given in accordance with Section
15 within which Borrower must pay all sums secured by this Security Instrument. If Borrower fails to
pay these sums prior to the expiration of this period, Lender may invoke any remedies permitied by this
Security Instrument without further notice or demand on Borrower.

{B) When my Initial fixed interest rate changes (o an adjustable interest rate under the terms stated in Section
. 4 above, Uniform Covenant 18 of the Securlty Instrument described in Section 11(A) above shall then cease to be in

effect, and Uniform Covenant 18 of the Security Instrument shall instead read as follows:

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

If all or any part of the Property or any Interest in the Property is sold or transferred (or if Borrower
is not a natural person and a beneficial interest in Borrower is sold or transferred) without Lender's prior
wrilten consent, Lender may require immediate payment in full of all sums secured by this Security
Instrument, However, this option shall not be exercised by Lender if such exercise is prohibited by
Applicable Law. Lender also shall not exercise this option if: (a) Borrower causes to be submitted to
Lender information required by Lender to evaluate the intended transferee as if a new loan were being
made (o the transferee; and (b) Lender reasonably determines that Lender’s security will not be impaired
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by the loan assumption and that the rlsk nf a breach of any covenant or agreement in this Security
[nstrument is acceplable to Lender.

To the extent permilted by Applicable Law, Lender may charge a reasonable fee as a condition to
Lender's consent fo thejJoan assumption; Lender also may require the transferee to sign an assumption
agreement that is al:ctplable fo Lender and that obligates the transferee to keep all the promises and
agreements made in the Note and in this Security Instrument. Borrower will continue to be obligated
under the Note and this Security “Instrdnient unless;Lender releases Borrower in wﬁting

If Lender exm:l.s.es {he opilon to require’ immer]late payment in full, Lender shall give Borrower
notice of acceleration. The notice shall provide ap per!od of not less than 30 days from the date the notice *
Is given in ac:ordance with® Sel:llon I5 within which Borrower must pay all sums secured by this
Securlly Instriment®. If Borrower fails 0 pay {hese sums prlcr to the expiration of this period, Lender
may invoke any remedies permitted by this Security Instrument without further notice or demand on

Borrower.

WITNESS THE HAND(S) AND SEAL(S) OF THE UNDERSIGNED.

1 r B "
18 o bl

7 Nnpnae g

“‘HJ(I!:-{ Fq,,u!n- i

i g (Seal)
©..tid ., -Borrower
P TR G TR

(Seal) (Seal)
-Borrower -Borrower
(Seal) (Seal)
-Borrower -Borrower
[Sign Original Only|
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WITHOUT RECOURSE, PAY TO THE CRCER OF

GMAC Bank

METROCITIES MORTGAGE. LLC
HETROCIT!ES MORTGAGE, LLC

PAY TO THE ORDER OF
e e {1 GMACB Asset Manaaement
( 71 A WITHOUT RECOURSE ="t Corp.
BY: \!Eilm AN

{

AUJ(U MmN V\W ]AVP D. Chiodo

Limited Signing Otficer
GMAC Bank

PAY TO TH@RDER OF
WITHD@?ECOURSE Pay to the order of
; Dr-]-ﬂﬂsa € C{O(P\y'(('}
7 Wﬂ!ﬂu! R-"(‘,(}ur:;ng
— g t&a{ Lo —{' .g ” \{
lan Lind ident 5
GMACB :’s‘set Mseﬂrragemem Corp. Rcs.l d;:;:; }"E:::iilﬂ;g :’I:;L i y&.m
Pay to the order of
Residential Funding Company, LLC
Without Recourser -
P Rurserson,

Farzan Masani, Controller
| GMACB Asset Management Corp.
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‘ INTEREST-ONLY ADDENDUM
TO ADJUSTABLE RATE PROMISSORY NOTE

Loan Number: 21063843 'l

Property Address: 817 MATLACK DRIVE, MOORESTOWN, NEW JERSEY 08057

THIS ADDENDUM is made this 31st dayof MAY 2006 , and is incorporated into
and intended to form a part of the Adjustable Rate Note {the "Note") dated the same date as this Addendum executed
by the undersigned and payable to METROCITIES MORTGAGE, LLC, A LIMITED

LIABILITY COMPANY (the Lender).

THIS ADDENDUM supersedes Sections 3(A), 3{B), 4(C) and 7(A) of the Note. None of the other provisions of the
Note are changed by this Addend

3. PAYMENTS

(A) Time and Place of Payments

1 will pay interest by making payments every month for the first 60 - paymenis (the "Interest-Only Period")
in the amount sufficient to pay interest as it accrues. [ will pay principal and interest by making payments every
month thereafler for the next 300  payments in an amount sufficient to fully amortize the outstanding principal :
balance of the Note at the end of the Interest-Only Period over the remalning term of the Note in equal monthly |
payments.

I will make my monthly payments on the first day of each month beginning on JULY 1, 2006 ; |
1 will make these payments every month untl I have paid all of the principal and interest and any other charges
described below that I may owe under this Note. Each monthly payment will be applied as of its scheduled due date
and will be applied to interest before principal. If, on JUNE 1, 2036 , I still owe amounts
under this Note, I will pay those amounts in full on that date, which is called the "Malurity Date.”

I will make my payments at 15301 VENTURA BLVD., STE#D300, SHERMAN OAKS, g

CALIFORNIA 91403 :

, or at a different place if required by the Note Holder.

(B) Amount of My Initial Monthly Payments

Each of my initial monthly payments will be in the amount of U.S. § 5, 312 .50 . This
payment amount is based on the original principal balance of the Note. This payment amount may change.

4. INTEREST RATE AND MONTHLY PAYMENT CHANGES

(C) Calculation of Changes

Before each Change Date, t(he Note Holder will calculate my new interest rate by adding

TWO AND 250/1000 percentage point(s) ( 2.250 %) to the Current
Index for such Change Date. The Note Holder will then round the result of this addition to the nearest one-eighth
of one percentage point (0.125%). Subject to the limits stated in Section 4(D), this rounded amount will be my new
interest rate until the next Change Date.

During the Interest-Only Perlod, the Note Holder will then determine the amount of the monthly payment
that would be sufficient to repay accrued interest. This will be the amount of my monthly payment until the earlier
of the next Change Date or the end of the Interest-Only Period unless I make a voluntary prepayment of principal [
during such period. If [ make a voluntary prepayment of principal during the Interest-Only Period, my payment
amount for subsequent payments will be reduced lo the amount necessary to pay interest at the then current interest
rate on the lower principal balance. At the end of the Interest-Only Period and on each Change Dale thereafler, the
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Note Holder will determine the amount of the monthly payment that would be sufficient to repay in full the unpaid
principal that I am expected (o owe at the end of the Interest-Only Period or Change Date, as applicable, in equal
monthly payments over the remaining term of the Note. The result of this calculation will be the new amount of my
monthly payment. After the end of the Interest-Only Period, my payment amount will not be reduced due to

voluntary prepayments.

7. BORROWER'S FAILURE TO PAY AS REQUIRED
{A) Late Charge for Overdue Payments
If the Note Holder has not recelved the full amount of any monthly payment by the end of 15
calendar days after (he date it is due, [ will pay a [ate charge to the Note Hofder. The amount of the charge will be
5.000 % of my overdue payment of interest during the Interest-Only Period,5. 000 % of
my overdue payment of principal and interest thereafter. 1will pay this late charge promptly but only once on each

late paymeni.

Borrower Date :

Borrower Date Borrower Date

Borrower Date Borrower Date
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WITHOUT RECOURSE, PAY TO THE ORDER OF .
GMAC Bank
HETROCITIES MORTGAGE, LLC .
. it PAY TO THE ORDER OF
' MAC t M : 5
( ?‘1 % - e G AC(‘)% :_‘-lk_sge Oq-r}a%%nent Corp
BY: Lumry Vi |
Autumn Yer ] AV D. Chiodo
n V‘ ' P Limited Signing Officer
'GMAC Bank
PAY TO THE@RDER OF '
MTHO@:ECOURSE Pay to the order of
. Without R‘x‘omv
@UA U—@-{ -'-.".‘:f‘hi- e
“¥lan Lindsay, President cia C. Taylor, Vice Président
GMACB Asset Management Corp. Residential Funding Company, LLC

Pay to the order of

" Residential Funding Company, LLC

Without Recoursel™ -.,

. Aongenons

Farzan Masani, Controller

GMACB Asset Management Corp.
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