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- FOR THE CENTRAL DISTRICT OF C

SOUTHERN DIVISION

Federal Trade Commission,
Plaintiff,
vs.

First Alliance Mortgage
Company, et al.,

Defendants.

In re First Alliance Mortgage
Company, a California Company,
et al.,

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
Related Debtors. ;
)
)
)
)
)
>

Hearing

And Relatle

SEP 11 2002

CLERK, U.S. DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA
o SANTA ANA OFFICE

|BY

" THIS CONSTITUTES NOTICE OF ENTRY
AS REQUIRED BY FRCE RULE 77(d).

DEPUTY

DISTRICT COUAT
IR ICT OF CALIFORNIA
RIIWMSION AT SANIA AnA]
DEPL

Case No. SA CV 00-964 DOC \»/
(MLGx)
and consolidated actions

Case No. SA CV 01-971 DOC
(MLGx)

(consolidated with Case No.
SA CV 01-1111 poC

Case No. SA CV 02-417 DOC
Chapter 11 Case

Case No. SA CV 02-430 DOC

+PROROSED] FINAL JUDGMENT AND
ORDER APPROVING CLASS ACTION
SETTLEMENT AND DISMISSING
CLAIMS AGAINST SETTLING
DEFENDANTS

Date: 2002
Time:

Place:

September 9,
8:30 a.m.
Courtroom 9D
411 W. Fourth Street
Santa Ana, California

ENTERON ICMS
SEP | | 202
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—

The motion of the Representative Plaintiffs for final
approval of the Stipulation of SetFlemgQEmgisigﬁgg of February
25, 2002 (the "Stipulation of Settlement”), and dismissal of
class claims came on regularly for hearing before this Court on
September 9, 2002. Appearances of counsel are set 6ut in.the
transcript of the hearing.

After full consideration of the evidence and points and
authorities submitted in support of and in opposition to the
motion, the oral arguments of counsel, and the pleadings, files,
records and proceedings and hearings in this action, IT IS HEREBY
ORDERED, ADJUDGED, AND DECREED AS FOLLOWS:

1. For the purpose of this Judgment and Order Approving
Class Action Settlement and Dismissing Claims Against Settling
Defendants ("Judgment"), and except as otherwise stated herein,
the Court adopts the definitions set forth in the Stipuiation of
Settlement. A copy of the Stipulation of Settlement is attached
to this Judgment as Exhibit 1.

2. This Court has jurisdiction over the subject matter of
the Actionsg, the Settling Parties, and the Class Mehbers.

3. ‘The Court finds that the Related Debtors have:

(1) caused the form of notice approvéd by the Court (the
"Notice") to be mailed by first-class mail, postage prepaid, to
each person known or believed to be a Class Member; (2) taken
customary and reasonable steps to obtain new addresses and
forward the Notice to all persons with respect to whom the Notice
was returned as undeliverable; and (3) caused notice of the
settlement to be published once per week in two consecutive weeks
in USA Todax. The Court further finds that the FTC posted the

-1 -
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Notice and the Stipulation of Settlement on its web site and that
various states that are parties to the settlement»and AARP
provided notice of the settlement on their websites. The Court
finds that the foregoing procedures fully and accurately informed
all Class Members of all material elements of the Actions and the
proposed Stipulation of Settlement, constituted the best notice
practicable under the circumstances, constituted valid, due, and
sufficient notices to all Class Members, and complied fully with
the requirements of due process and Rule 23 of the Federal Rules
of Civil Procedure.

4. In its April 24, 2002 Order Granting Preliminary
Approval of Class Action Settlement, Approving Form and Manner of
Class Notice, and Scheduling Final Settlement Hearing (the
“Preliminary Approval Order”), this Court certified the
Representative Plaintiffs’ claims against Defendants for class
action treatment, pursuant to Rule 23(b) (3) of the Federal Rules
of Civil Procedure, for purposes of the settlement, on behalf of
a class consisting of all Pefsons who entered into mortgage loan
agreements with the Related Debtors during the periocd from
January 1, 1992 through March 23, 2000; excluding Defendants,
their affiliates, any entity in which any of the Defendants has a
controlling interest, and the legal representatives, heirs,
successors or assigns of any of the foregoing excepted persons
and any person who validly and timely opted out of the class (the
"Settlement Class"). Based on the evidence and argument
presented in connection with the preliminary approval motion and

the present motion and the record of this matter, the Court

- 2 -
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hereby reaffirms its findings and conclusions with respect to
certification of the Settlement Class.vw& o

5. Attached to this Judgment as Exhibit 2 is a list of all
putative Class Members who opted out of the Settlement Class and
who are therefore excluded from the Settlement Class and are not
bound by the terms of this Judgment.

6. In assessing the propriety of the compromise proposed
in the Stipulation of Set;lement, the Court has carefully
considered and balanced a number of factors, including: the
strength of the plaintiffs' case; the risk, expeﬁse, complexity,
and likely duration of further litigation;.the risk of
maintaining a class action status throughout the trial; the
amount offered in settlement; the extent of discovery completed
and the stage of the proceedings; the experience and views of

counsel; and the reaction of class members to the settlement.

See In re Mego Financial Corp. Securities Litigation, 213 F.3d

454, 458 (o*® Cir. 2000); Hanlon v. Chryslexr Corp., 150 F.3d 1011,

1019 (9 cir. 1998).

7. Taking into consideration the factors set forth above,
this Court finds that the terms of the settlement as set forth in
the Stipulation of Settlement are fair, reasonable, and adequate
to the Settlement Class and accordingly approves the Stipulation
of Settlement.

8. The Court orders the Settling Parties to perform the
exXecutory provisions of the Stipulation of Settlement in

accordance with its terms.

- 3 -
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9. Except as provided in Paragraph 14, below, the Court
hereby dismisses the following Actions and all claims made

therein with prejudice:

a. Frank G. Aiello, et. al. v. First Alliance

Mortgage Company, et. al., United States Bankruptcy Court,

Central District of California, Adv. No. SA00-01456, now
consolidated into No. SA CV 00-964 DOC (Eex);

b. Jacqueline Bowser and Irene Huston v. First

Alliance Mortgage Co., et al., United States Bankruptcy Court,

Central District of California, Adv. No. SA00-01343, now
consolidated into No. SA CV 00-964 DOC (Eex);

c. Aiello v. First Alliance Corp., et al., United

States District Court, Central District of California,
consolidated into SA CV 00-964 DOC (Eex) ;

d. American Association of Retired Persons (AARP) v.

First Alliance Mortgage Company, et al. Case No. SA CV 02-268

AHS, now consolidated with SA CV 00-964 DOC;

e. Ida M. Forrest v. First Alliance Mortgage Co., et

al., Case No. CV 02-2362 DDP, now consolidated with SA CV 00-964
DOC; and

£. Frank and Nicolena Aiello, et al. v. BNY Western

Trust Company, et al., United States District Court, Central

District of California, Case No. SA CV02-52 DOC.

10. The Court orders the Plaintiffs, including members of
the Class, to file with this Court dismissals with prejudice of
all claims against the Related Debtors, the Individual
Defendants, the Mortgage Loan Trusts, the Trustees, MBIA, and FSA

in all actions and claims pending in this Court, brought by non-

- 4 -
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governmental Plaintiffs, arising out of the business of the

Related Debtors, including, but not limited to, claims asserted

o R s e RS ™

in the following:

a. Creditors Committee and Borrowers Committee v.

Brian Chisick, et al., Case No. SA CV 02-430 DOC; and

b. Bohnsack, et al. v. Lehman Brothers, Inc. et al.,

Case No. SA CV 02-1214 DOC.
11. As to Defendants Nebot and Bollong only, the Court
hereby dismisses without prejudice the complaint in intervention

in connection with Department of Legal Affairs, Office of the

Attorney General, State of Florida v. First Alliance Mortgage

Company, United States District Court for the Centrai District of
California in Case No. SA CV 00-964 DOC (Eex)).

12. The Related Debtors, the Individual Defendants, the
Mortgage Loan Trusts, the Trustees, MBIA, and FSA, and all claims
against any of them are dismissed with prejudice from the

actions styled Official Joint Borrowers Committee v. Lehman

Commercial Credit, Inc., et al., United States District Court,

Central District of California, Case No. SA CV 01-1111 DOC, now
consclidated into action SA CV 01-971 DOC, and Michael and
Barbara Austin, et al. v. Brian Chisick, et al., formerly styled

as Frank and Nicolena Aiello, et al. v. Brian Chisick, et al.,

United States District Court, Central District of California,
Case No. SA CV 01-971 DOC.

13. Except as provided in Paragraph 14, below, the
Plaintiffs, including without limitation any member of the

Settlement Class, are ordered to dismiss on the Effective Date

- 5 -
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all other Actions pending before other Courts and all other cases
or proceedings against the Settling Def?ﬁfi&ii_iﬂ,whiCh claims
covered by the releases herein are béing asserted.

14. The dismissals referenced in paragraphs 9, 10, and 12,
above, do not apply to and shall not affect: (i) the joint proof
of claim referenced in Paragraph 2.6 of the Stipulation of
Settlement, which the Court orders to be treated in accordance
with that paragraph and in accordance with the confirmed
Liquidating Plan, or (ii) the actions and proofs of claim filed
by the FTC and the State Attorneys General, which are finally
resolved by entry of the following Consent Decrees: (a) the
Court's April 25, 2002 Order Preliminarily Approving Stipulated
Final Judgment, Permanent Injunction and Monetary Settlement
entered in the United States District Court, Central District of
California, consolidated Case No. SA CV 00-964 DOC; (b) the
Court's April 25, 2002 Permanent Injunction and Order by
Stipulation Between the Plaintiffs, the People of the States of
California, Florida, Illinois, the Commonwealth of Massachusetts
and the New York State Banking department, and the defendants,
Brian and Sarah Chisick entered in the United States District
Court, Central District of California Case No. SA CV 00-964;
and (¢) the Court's April 25, 2002 Permanent Injunction and Order
By Stipulation between the Plaintiffs, the People of the State of
California, Arizona, Florida, and Illinois, the Commonwealth of

Massachusetts, and the New York State Banking Department, and the

- 6 -
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Defendants, Jeffrey Smith, Patty Sullivan, and Salah Bastawy
entered in the United States District Court, Central District of
California Case No. SA CV 00-964.

15. The payment of fees and costs to Plaintiffs' Counsel,
as well as any awards to the Representative and Private Attorney
General Plaintiffs, will be addressed in a separate order.

16. Except as provided in paragraph 24 below, upon the
Effective Date, the Plaintiffs and their Related Persons |
(excluding the Commonwealth of Massachusetts, as more fully set
forth at paragraph 4.3 of the Stipulation of Settlement)
conclusively are deemed to have, and each member of the
Settlement Class and their Related Persons conclusively are
deemed to have, and by operation of this Judgment shall have,
fully, finally, and forever relieved, released, and discharged
the Defendants, the family members of Brian and Sarah Chisick and
all entities controlled by them (now or in the past), the
Trustees, MBIA, FSA, and any other insurer of the Mortgage Loan
Trusts (or any of the securities issued by any of the Mortgage
Loan Trusts) and all of its, his, her, or their Related Persons
from the Specifically Released Claims.

17. Except as provided in paragraph 24 below, upon the
Effective Date, the Dgfendants and their Related Persons
conclusively are deemed to have, and by operation of this udgment
shall have, fully, finally, and forever relieved, released, and
discharged the Plaintiffs and their Related Persons (excluding
the Commonwealth of Massachusetts), the members of the Official
Creditors' Committee, the professionals of the Official

- 7 -
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Creditors' Committee, members of the Borrowers' Committee, and
the professionals of the Official Borrowers' Committee, and all
of its, his, her, or their Related Pers;;;»fro;r;;y’claims,
including Unknown Claims, arising out of or related in any manner
to the filing of claims or Actions against them so that no such

claims against these releasees arising out of or related to their

conduct in the Actions shall survive; provided, however, that

neither the Plaintiffs nor their Related Persons are released
from any of their respective obligations on loans originated by

Related Debtors.

18. Except as provided in paragraph 24 below, upon the
Effective Date, the Related Debtors conclusively are deemed to
have, and by operation of this Judgment shall have, fully,
finally, and forever relieved, released, and discharged Brian and
Sarah Chisick, the family members of Brian and Sarah Chisick and
all entities controlled by them (now or in the past), the
Trustees, the Individual Defendants, all of Related Debtors'
current and former officers, directors and employees, MBIA and
FSA and all of their Related Persons from the Generally Released
Claims, and Related Debtors conclusively are deemed to have
released any claims against Plaintiffs arising out of the Prior
Borrower Settlements.

19. Except as provided in paragraph 24 below, upon the
Effective Date, Brian and Sarah Chisick conclusively are deemed
to have, and by operation of this Judgment shall have, fully,

. 8 -
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l#finally, and forever relieved, released, and discharged the

2 RelatedvDebtors, the Individual Defendaggﬁdgﬂg_ghgir respective
Related Persons from the Generally Released Claims; the
Individual Defendants (other than Brian and Sarah Chisick) are
conclusively deemed to have fully, finally, and forever relieved,
released, and discharged Brian and Sarah Chisick and their

g | respective Related Persons from ﬁhe Generally Released Claims;

9 land Jeffrey Smith and Francisco Nebot are conclugsively deeméd to

10 l have fully, finally, and forever relieved, released, and

11 discharged Related Debtors and their respective Related Persons

12
from the Generally Released Claims.

13
20. Except as provided in paragraph 24 below, upon the
14

15 Effective Date, MBIA and FSA conclusively are deemed to have,

15 jand by operation of this Judgment shall have, fully, finally, and

17 | forever relieved, released, and discharged the Related Debtors

18 land Plaintiffs and each of its, his, her, or their Related

12 I persons from any claims for malicious prosecution, abuse of
20 process, or similar torts arising out of or related to the filing
2t of claims against their insureds, so that no such claims against
22
23 these releasees arising out of or related to their conduct in the
24 Actions shall survive.
25 21. Except as provided in paragraph 24 below, upon the
26 Effective Date, Brian and Sarah Chisick and MBIA conclugsively
27l are deemed to have, and by operation of this Judgment shall have,
28 released any and all claims each may have against the others

AR Limies sy -9 -
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relating to the business of the Related Debtors; provided,

however, that nothing herein shall affect, alter or amend the

B e i

terms of the transaction documents relating to the MBIA insured

Mortgage Loan Trusts or otherwise affect the rights of the
Residual Certificateholder under the transaction documents.
Brian and Sarah Chisick also are conclusively deemed to have
releaséd the indemnification claim asserted against the Trustees
and the Mortgage Loan Trusts as to monies paid pursuant to the
Stipulation of Settlement and fees and costs incurred in
litigating the Actions.

22. Upon the Effective Date, the Plaintiffs conclusively
are deemed to have, and each member of the Settlement Class shall
be deemed to have, and by operation of this Judgment shall have,
expressly waived and released claims for rescission or
reformation of any loan originated by the Related Debtors.

23. Except as provided in paragraph 24 below, and to give
effect to the doctrines of res judicata and claim preclusion,
each member of the Settlement Class, including without limitation
the Representative Plaintiffs, are barred and enjoined from
asserting or prosecuting in any forum, any claim or cause of
action which has been, can be, or hereafter could be asserted
against the Defendants arising from, relating to, or in
consequence of (a) any loan they obtained from any of the Related
Debtors or (b) any and all matters which have been or might have
been asserted by the Representative Plaintiffs and/or the
Settlement Class against any of the Defendants in any of the
Actions. In addition, except as otherwise provided herein,

following the Effective Date the Plaintiffs shall forever refrain

- 10 -
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and forbear from commencing, instituting, and/or prosecuting any
lawsuit, action, and/or other proceeding and/or mgking any claim
against any Person receiving a releaseméggm Plaintiffs hereunder,
based upon or arising out of or related to any claim released by
this Judgment.

24. The releases and bars set forth in Paragraphs 16
through 23 above shall not be construed to apply to any of the
following:

- A. Any claim by or against any Class Member who has
validly and timely excluded himself or herself from the
Settlement Class;

B. Any obligation under the Stipulation of Settlement,
any obligation under the Supplemental Agreement, or any
obligation under the Consent Decrees;

C. Any claim by any of the Plaintiffs against Lehman,
Prudential and First Union.

25. Nothing in this Judgment shall be deemed to affect the
rights of the Settling Parties to'object to claims for payment
from the Related Debtors’ Bankruptcy Estates.

26. Without in any way affecting the finality of this

Judgment, this Court reserves exclusive and continuing

Jurisdiction over the Actions, the Released Claims, the

Plaintiffs and all of the other Settling Parties for the purposes
of (i) supervising the implementation, enforcement, construction,
and interpretation of the Stipulation of Settlement, the Notice,
the Releases, the Preliminary Approval Ofder, and this Judgment;
(ii) enforcing the compliance of any party with the terms of the

Stipulation of Settlement, the Releases, the Preliminary Approval

- 11 -
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Order, and this Judgment; (iii) hearing and determining any
application by Plaintiffs' counsel for_ap iﬁiféﬁgg attorneys'
fees, expenses, and costs pursuant to Paragraph 6 of the
Stipulation of Settlement; (iv) supervising the administration of
the settlement; (v) requiring the filing of dismissals in the
Actions and other cases not pending before this Court as
necessary to effectuate the settlement; and (vi) supervising
other steps as required to effectuate the settlement as provided
for in the Stipulation of Settlement. |

27. Neither this Judgment nor the Stipulation of
Settlement shall constitute an admission by the Defendants of any
liability or wrongdoing whatsoever, nor is this Judgment a
finding of the validity or invalidity of any claims in the
Actions or a finding of any wrongdoing by the Defendants.
Neither.this Judgment nor the Stipulation of Settlement shall be
used or construed as an admission, concession, or presumption or
inference of any fault, liability, or wrongdoing by any Person.
No aspect of this settlement including without limitation this
Judgment, the Stipulation of Settlement, the fact of settlement,
the settlement proceedings, the settlement negotiations, and any
related document, shall be offered or recei&ed in evidence as an
admission, concession, or presumption or inference against any
party in any proceeding other than (i) in such proceedings as may
be necessary to consummate or enforce the Stipulation of
Settlement, ii) in any subsequent action against or by the
Released Persons, or any of them, to support a defense of res
judicata, collateral estoppel, release, or other theory of claim

preclusion, issue preclusion, or similar defense or (iii) in any

- 12 -
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action against any Non-Settling Defendants arising from the
Related Debtors' business practices, to support an affirmative
defense of offset to the extent approp}zggzmaggz;iéhe order
barring the assertion of contribution- and indemnity-type claims
by the Non-Settling Defendants.
28. This Court determines that there is no just

reason for delay of the entry of this Judgment because inter
alia, (i) this Judgment fully disposes of the claims of the
Plaintiffs against the Settling Defendants, (ii) any facﬁual or
legal issues raised on possible appeal from this Judgment would
likely be different from those remaining in the case by the
Plaintiffs against the Non-Settling Defendants, and
(iii) Plaintiffs and the Settling Defendants would be harshly and
unjustly prejudiced should this Judgment not be entered
forthwith.

Accordingly, the Court hereby directs entry of this Judgment
and Order Approving Class Action Settlement and Dismissing Claims

Against Settling Defendants pursuant to Rule 54 (b) of the Federal

Rules of Civil Procedure.

Dated:uj;néméa 9, 2002 Mwo‘/ﬂ Covitor

Hon. David O. Carter
United States District Judge

Submitted by:

5 G3

David B. Zlotnigk
Class Co-Lead /Zounsel
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WILLIAM N. LOBEL (State Bar No. 93202)
EVAN C. BORGES (State Bar No. 128706)

840 Newport Center Drive, Suite 400 i it
Newport Beach, California 92660-6324

Attorneys for Debtors, Debtors—in—
Possession and Defendants First
Alliance Mortgage Company, et al.

FEDERAL TRADE COMMISSION
ANNE M. MCCORMICK

RAMONA D. ELLIOTT

JOHN A. KREBS

JEANNE-MARIE S. RAYMOND

600 Pennsylvania Avenue, NW
Room 4429

Washiniton, D.C. 20580

Attorneys for Plaintiff
Federal Trade Commission

[Additional counsel on attached page]

UNITED STATES DISTRICT COURT
FOR THE CENTRAL DISTRICT OF CALIFORNIA
SOUTHERN DIVISION

In re First Alliance Mortgage Case No. SA CV 00-964 DOC (EEx)

Company, a California )
corporation; First Alliance
Corporation, a Delaware
corporation; First Alliance
Mortgage. Company, a Minnesota
corporatiori; and First Alliance
Portfolio Services, Inc., a

Nevada Corporation, STIPULATION OF SETTLEMENT

Federal Trade Commission,

Plaintiff,
V.

First Alliance Mortgage

)

)

)

)

)

)

)

)

; )

. , . )
Debtors. )
' )

)

)

)

)

)

)

Company, et al., )
' )
)

Defendénts:
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WILLIAM N. LOBEL (State Bar No. 93202)
EVAN C. BORGES (State Bar No. 128706)
840 Newport Center Drive, Suite 400
Newport Beach, California 92660-6324

Attorneys for Debtors, Debtors-in-
Possession and Defendants First
Alliance Mortgage Company, et al.

FEDERAL TRADE COMMISSION
ANNE M. MCCORMICK

RAMONA D. ELLIOTT

JOHN A. KREBS

JEANNE-MARIE S. RAYMOND

600 Pennsylvania Avenue, NW
Room 4429

Washinitoni D.C. 20580

Attorneys for Plaintiff
Federal Trade Commission

[Additional counsel on attached page]

UNITED STATES DISTRICT COURT
FOR THE CENTRAL DISTRICT OF CALIFORNIA
SOUTHERN DIVISION

In re First Alliance Mortgage Case No. SA CV 00-964 DOC

Company, a California
corporation; First Alliance

{|Corporation, a Delaware

corporation; First Alliance
Mortgage, Company, a Minnesota
corporation; and First Alliance
Portfolio Services, Inc., a

Nevada Corporation, STIPULATION OF SETTLEMENT

Federal'Trade Commission,

Plaintiff,
v.

First Alliance Mortgage

)

)

)

)

)

)

)

)

)

: , )
Debtors. )
' )

)

)

)

)

)

)

Company, et al., )
' )
)

Defendénts;
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)

State of Arizona; State of )

2{California; State of Florida; )
State of Illinois; Commonwealth )

3 |of Massachusetts; and State of

New York,

4 i Plaintiffs,

v.

R T N s 1 ot

|First Alliance Mortgage
6 { Company, et al.,

7 Defendants.

Frank and Nicolena Aiello,
9fet al.,.

Plaintiffs,
10 v.

11 {First Alliance Mortgage
Company, et al.,
12 .
Defendants.
13

)

)

)

)

)

)

)

)

)

)

)

)

)

)

)

)

)

)

)

)

)

) - .
14 | Frank and Nicolena Aiello, et ) Case No. SA CV 01-971 DOC
al., ‘ ) {(formerly filed in the United
15 Plaintiffs, ) States Bankruptcy .Court,

V. ) Central District of California,
) Adversary.Case No. AD 01-01463
} LR)

)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)
)

16
Brian Chisick, et al.,
17
Defendants.
18
Frank and Nicolena Aiello, et Case No. SA CV 02-52 DOC
194al., :
Plaintiffs,

20 v.
* 21 | BNY Western Trust Co., et al., -
22 Defendants.
Case No. SA CV 01-1111 DOC

23 |0fficial Joint Borrowers

Committee,
24

Plaintiff,
25 V.

26 | Lehman Commercial Credit, Inc.,

et al.,
27

Defendants.

28

IRELL & MANELLA LLP
A Registered Limned Liabity
Law Partnerstip inclucing
Protessional Corporations

516864 : Stipulation of Settlement




w N

19
-20
21
22
23
24
.25
26
27
28

RELL & MANELLA LLP
A Registered Limted Liambty
Law Parinersip including
Professional Corporations

® ®

This Stipulatioﬂ of Settlement dated as of February 25, 2002 '
(the "Stipﬁlation"), is made and entered into by and among the
parties to this Stipulation, by and through their counsel of
record as necessary: (i) the Representative Plaintiffs‘(on behalf
of themselves and each of the Class Members);.(ii) AARP; (1ii)
Velda Durney; (iv)’Ida M. Forrest; (v) Henry M. Hong; (Vi) Carol
J. Hong; (vii) Mary Ryan; (viii) Lucretia Wilder; (ix) Fred L.
Passmore; (x}) Julia G. Passmore; (xi) Geneva A. Spires; (xii)
George Jerolemon; (xiii) Michaél Ausﬁin; (xiv) Barbara Ausfin;
(xv) the Official Joint Borrowers' Committee; (xvi) the FTC;
(xvii) the State Attorneys~General; Xxviii) the Related Debtors:;
(xix) the Indivi&ual Defendénts; (xxX) the Mortgage Loan Trusts:;
(xxi) the Trﬁstees; (xxii) MBIA; and (xxiii) FSA.

' All parties to this Stipulation are referred to collectively
in this Stipulation as the "Settling Parties."

The Stipulation, the Supplemeﬁtal Agreement and the Coﬁsent
Decrees are intended by'the Settling Parties to fully, finally
and forever resolve, discharge and settle the Released Claims (as
defined in { 1.46 hereof), upon and subjgct to the terms and
conditions hereof. '

I.- THE LITIGATION AND RELATED PROCEEDINGS

On March 23, 2000, the ‘Related Debtors filed their CHapter
11 petitions in the Uﬂited States Bankruptcy éourt.for the
Central District of California, Southern Division, initiating
their Chépter 11 cases.'

Beginning in approximately 1996 and continuing after the
date on which the Related Debtors filed their bankruptcy

petitions, the Related Debtors and certain of the Individual

-1 -
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Defendants were named as defendants in a number of lawsuits

brought by borrowers, private parties, and governmental agencies

w N [

alleging causes of action under state and federal law based on

the nature of the Related Debtors' business, sales, advertising,

o

and lending practices, including without limitation allegations

concerning the terms of the borrowers' loans, alleged

-~J [o)} w

misrepresentatiops made in connection with those loans, and
8 falleged misconduct inducing borrowers to enter into the loans.
9 Each of the Plaintiffs except the Official Joint Borrowers'
10 [ Committee has filed é proof of claim in the Related Debtors'
11 {bankruptcy case€s, either on their own behalf, through
12 | representative counsel, or both. Approximately 2000 individual
13 |borrowers filed proafs of claim in the Related Debtors'~
14 | bankruptcy cases. 1In addition, each of the Representative
15 §Plaintiffs has filed individual and class action proofs oficlaim
16 in the Related Debtors' bankruptcy cases on behalf of themselves
17)and similarly situated borrowers. AARP filed a non-class proof
18 | of claim on behalf of theAgeneral public under sections 17200, et
191 seq., of the California Business and Professions Code (the
20 {"UCL"), and the California Six filed individual and non-class
21 | proofs of ciéim on behalf of the general public under the UCL.
‘ 22 {Finally, each of the governmental entities has filed a proof of
23 fclaim.
24 |- On or about September- 28, 2001, the Hon..David 0. Carter,
25flUnited States bistrict Court Judge, entered an order that, among
26 | other things,'certified a no-opt-out class action pursuant to
27 |Rule 23(b) (1) of the'Fedexal'ﬁules,of Civil Procedure in Frank G.

28
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Aiello v. First Alliance Mortgage Corporation, identified fully
below.

In late 2001, certain of the Representative Plaintiffs and
the Borrowers' Committee commenced'actions against Lehman seeking
damages based on state and federal law and 'seeking to equitably
subordinate Lehman}s claims against the Related Debtors. .

On or about February étﬁ, 2062, eight individual FAMCO
borrowers filed a class action complaint in the United States
District Court for the Central District of California, captioned
Frances M. Bohnsack, et al. v. Lehman Brothers Incorporated, et
al., Case No. 02-CV-1214. The plaintiffs assert the right to
serve as named representatives of the putative class action --
they are all members of tﬁe presently Qertified.no opt-out élass,
and will all be Class Members hereunder if they do. not timely and
validly opt out of the Class. The named defendants are Lehman,
Prudential, an& First Union and certain of the Trustees (Bank of
New York, Chase Manhattan éank, and Wélls Fargo Bank). The
complaint seeks damages and certain equitable relief based on
federal and state law.

To the extent the above-described actions or proofs of claim

‘were filed in Bankruptcy Court, Judge Carter has withdrawn the

reference for those actions and proofs of claim. Each of the
above described actions is now pending in the District Court,
Centfal District of California, Southern Division, Judge Carter
presiding. | - . .
II. DEFENDANTS' DENIALS OF WRONGDOING AND LIABILITY

The Defendanﬁs have denied and continue to deny each and all

of.the claims and contentions alleged by the Plaintiffs in the

-3 -
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Actions. The Defendants expressly have denied and continue to
deny all charges of wrongdoing or liability against them arising
out of or related to any of the conducEf“Ef??Eﬁgﬁts, acts or
omissions alleéed, or that could have been alleged, in the
Actions. .The Defendants also have denied and continue to deny,
inter alia, the allegations that the Plaintiffs (including-
without liﬁitétion any of members of the Class) have suffered
damage or were harmed by the- conduct alleged in the Actions.

Nopetheless, the Relaﬁed Debtors and their counsel have
concluded that further conduét of litigation would be protracted
and expensive and would not be in the best interest of the
éstates, and. that it is desirable that the Actions be fully and
finally settled between the Settling Parties in the ﬁanner and
upon the terms and conditions set forth in this Stipulation. The
other Défendants'have also concluded that further conduct of
litigation would not be in their best interests and that it is
desirable to settle the Actions on the terms and conditions set

forth herein.

III. CLAIMS OF THE PLAINTIFFS AND BENEFITS OF SETTLEMENT

The Plaintiffs have contended and continue to contend that
the claims -asserted in the Actions have merit and that the value
of their claims substantially exceedé tﬁe amounts in the Related
Debtors ‘Estates and the ahounts being provided in this
settlement. However, Plaintiffs and their counsel reeognize.and
acknowledge the expense and length of continued proceedings
necessary to prosecute the Actions against the Defendants through
trial and through appeals and are concerned that further
prosecution of these actions cbuld deplete the Estates to the

- 4 -
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detriment of the Plaintiffs. Plaintiffs and their counsel also
have taken into account the uncertain outcome and the risk of any
litigation, especially in complex actidﬁgﬂgzzﬂ—gghfhe Actions,
the possibility that the Plaintiffs, including the Class, would
be unable to collect all or part of any judgment, as well as the
difficulties and délays inherent in such litigation. Counsel for
tﬁe Plaintiffs also are minaful of the ‘burdens of proof under and
possible defenses to the violations asserted in the Actions.
Counsel for the Representative Plaintiffs beiieve that the |
settlement set forth in this Stipulation confers substantial
benefits upon and is in the best interests of the Class.
IV. TERMS OF STIPULATION AND AGREEMENT OF SETTLEMENT

NOW, THEREFORE, IT IS HEREBY STIPULATED AND AGREED by and
among the Plaintiffs, on.one hand, and the Defendants, on the
other, on their own behalf or by and through théir respective
counsel or attorneys of record, that, subject to the approval of

the Court, the Actions as to the Settling Parties, and the

Released Claims shéll be finally compromised, settled and

released, and, with the exception of the actions brought by the

FEFTC and the State Attorneys General (which shall be resolved by

entry of.the Consent Decrees against certain of the Defendants),
the Acﬁions shall be dismissed with prejudice, as to all Settling
Parties, upon and subject'to the terms and bonditions of this
Stipulation, as follows. '

1. Definitions

As used in the Stipulation the following terms have the

meanings specified below:

-5 -
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1.1 "AARP" means AARP, formerly known as the'American
Association of Retired Persons. |
1.2 "Actions” means the following actions, cases eventually

consolidated into one of the following actions, or proofs of
claim filed by any claimant, including but not limited to any and
all complaints, counterclaims, cross-claims, third party
complaints or other claims for relief filed in the following
actions and any currently pending appeals téken from ordérs'in
those actions, which are identified below by the jurisdiction in
which such action, case, or claim originally was filed:

(a) American Assocliation of Retired Persons (AARP) v.
First Alliance Mortgage Company, Superior Court of the State of
California for the County of Santa Clara, Case No. CV 778453;-

(b) Velda Durney v. First Alliance Mbrtgage Cdmpany,
Superior Cgurt of the State of California for the Courity of Santa
Clara, Case No. CV 765935;

(c) Ida M. Forrest v. First Alliance Mortgage Coﬁpany,
Superior Court of the State of California for the County of
Alameda, Case No. 799294~0 ([Cross~Complaint];

(d) Henry M. Hong and Carol J. Hong v. First Alliance
Mortgage Company, Supérior Court of the State of California for
the County of Alameda, Case No. 784938-3;

(e) Mafy Ryan v. First Alliance Mortgage Company,
Superior Court of the State of California for the Coﬁnty of Santa
Clara, Case No. CV 759815; |

(£) Lucretia Wilder v. First Alliance Mortgage
Cdmpany, Superior Court of the State of California for the County

of Santa Clara, Case No CV 760638;

-6 -
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(g) Fred LL Passmore and Julia G. Passmore v. First
Alliance Mﬁrtgage Company, Superior Court of the State of
California for the County of Alameda,'é;;gaﬁgfﬂgé3272—8;

(h) Geneva A. Spires v. First Alliance Mortgage
Company, Superior Court of the State‘of California for the County
of Alameda, Case Né. 807253;5;

(i) Frank G. Aiello, et. al. v. First Alliance
Mortgage Company, et. al., United States Bankruptcy Court,
Central District of California, Adv. No. SA00-01456, now
consolidated into No. SA CV 00-964 DOC (Eex): .

.(j) Jacqueline Bowser and'Irene Huston v. First
Alliance MOrtgagé Co., et ai., United States Bankruptcy Court,
Central Distfict of California, Adv. No. SA00-01343, now
consolidated into No. SA CV 00-964 DOC (Eex)

(k) Commonwealth of Massachusetts v. First Alliance
Mortgage Company, Superior Court fér Suffolk County of the '
Commonwealth of Massachusetts, Civil Action No. 98-5534-a;

(1) Federal Trade Commission v. First Alliance
Mortgage Company, et al., United States District Court for the
Central District of California, Case No. SA CV 00-964-DOC;

(m} The People of the State of California v. First
Alliance Mortgage CoMpany, et al., Superior Court of the Sfate of
California for the Couﬁty.of Los Angeles, Casé No. BC 252112 (now
consolidated, after disﬁissal in state court and refiling in the
United States District Court for the Central District of
California, into Case No. SA CV 00-964 DOC (Eex)):

(n) Department of Legal Affairé, Office of the
Attorney General, State of Florida v. First Alliance.Mbrtgage

- 7 -
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Company, Circuit Court of the ;7“ Judicial Circuit, in and for
Broward County, Florida, Case No. 21000009116 (a complaint in
intervention has been filed in the United States District Court
for fhe Central District of California in Case No. SA CV 00-964
DOC (Eex));

- (o) Pedple of the State of Illinois v. First Alliance
Mortgage Company,vci;cuiﬁ Court of Cook County, Illinois, County
Department, Chancery Division, Case No. 98CH16598 {now
consolidated, after entry of a stay and refiling in the United
States District Couft for the Central District of California,
into Case No. SA CV 00-964 DOC (Eex)):

-{p) Third Amended Proof of Claim filed by the State
Attorney General of'Arizona against First Ailiaﬁce Mbrtéage-
Company, et al. in the United States Bankruptcy Court for the
Central District of California; .

(q) Proof of Claim-filed by the Ney York State Banking
Department againsf-First Alliance Mortgage Company in the United
States Baﬁkruptcy Court fbr the Central District of California;

(r)' Frank and Nicolena Aiello, et al. v. Brian
Chisick, et al., United StatES.Dist;ict Court, Central District
of Caiifornié, Case No. SA CV 01-971 DOC (formerly filed in the
United States Bankruptcy Court, Central District of Caiifornia(
Adversary Case No. AD 01-Q1463-LR);

(s) Official Joint Borrowers Committee v. Lehman
Commercial Creait, Inc., et al., United States District Court,
Central District of California, Case No. SA CV 01-1111 DOC
(formerly filed in tﬁe United.States Bankruptcy Court, Central
Districﬁ of California, Adversary Case No. AD 1647 LR); and

-8 -
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(t) Frank and Nicolena Aiello, et al. v. BNY Western
Trust Company, et al., United States District Court, Central
District of California, Case No. SA CV02<52 DOC.

1.3 "Administrative Expenses" means expenses, other than
Professional Fees, that are deﬁermined and allowed in the Related
Debtors' Estates uﬁder Section 503(b) of the Bankruptcy Code, 11
U.S.C. § 503(b), and paid ﬁuréuant‘to the confirmed Plan of
Liquidation and Section 1129 of the Bankruptcy Code, 11 U.s.c. §
1129. |

1.4 "Bar Order" means; collectively, an ordgr, after
hearing and notice to all Non-Settling Defendants in all actions
arising out of or related to the business of the Related Debtors,
and all parties who have submitted a préof of claim in the
Related Debtors' bankruptcy proceedings, and such other Persons
as to whom Defendants or.the Court deem notice is necessary and
appropriate, in form and substance satisfactory to Coordinated

Plaintiffs and Defendants: ja) dismissing all pending claims

brought by Non-Settling Defendants against the Defendants, and

further providing, (b) that, for all Defendants the settlement is
in "good faith" within the meaning of Section 877.6 oﬁ thg
California Code §f'Civil‘Procedure {"Section 877.6"): and (c)
that, pursdant to each of Section 877.6, 11 U.S.C. § 105, and
Federaliéule of Civil Procedure 16, all Persons receiving notice,
including without limitation the Non-Settling Defendants, are
barred from asserting any claims or demands against the
Defendants to recover losses or attorneys fees in litigation
arising out of or felated to the business of Related Debtors,
whether sucﬁ,claims or demands are denominated as fraud cléims,
_9-

516864 Stipulation of Settlement




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
Ly

Lew Parinersinp including
Professional Corporgtions

indemnity claims, contribution claims, state or federal
Racketeering Influenced and Corrupt Organization (RICO) claims,
state common law claims, state statutof?afzawgiglhs, federal
stafutory law claims, breach of representation and warranty
claims, or otherwise.

1.5 "California Six" means Velda Durney, Lucrecia Wilder,
Mary Ryan;'Idé Mae Forrest, and Carol and Heniy Hong.

1.6 "Chisick Shares" means shares in the Related Debtors
held directly or indirectly by or for the benefit of Briah'and
Sarah Chisick and/o; members.of their family (in whatever form
they are held), including but not limited to shares held by
£rusts in which Brian or Sarah Chisick are beneficiary or
trustee, or held diréctly or indirectly by any other heiis,
representatives or ﬁelated Persons. |

1.j "Classé means a class certified by the Court consist;ng
of all Persons who entered into mortgage loan_agfeements.with the
Related Debtors during the period January 1, 1992 through
March 23, 2000. |

1.8 "Class Period” means the period commencing on
Januar? 1, 1992, through March 23, 2000.

1.9 "Class Member" or "Member of the Class" means a Person
who falls within the definition of the Class described in T 1.7
hereof who does no:_validiy and timely request exclusion from the
Class. |

1.10 "Coordinated Plaintiffs" means BARP, the California
Six, Representative Plaintiffs, the Official Joint Borrowers'

Committee, the FTC, and the State Attorneys General.

- 10 -
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1.11 "Confirmation Order" means the order of the United
States District Court confirming the Related Debtors' Liquidating
Plaﬁ pursuant to Section 112% of the Bé£§£§E€Z§“EBae,

11 q.S.C. § 1129.

1.12 “Consent Decrees” meaﬁs the stipulated final judgments
to be entered into by the FTC and certain of the Defendants and
the State Attorneys General and certain of the Defendants.

1.13 "Defendants" means the Related Debtors, the Individual
Defendants, the Mortgage Loan Trusts, the Trustees, MBIA, §SA,
and Wells Fargo Bank, N.A.

1.14 "Effective Date" shall be the first business day after
the expiration of five (5) calendar days following the occurrence
of the last of the conditions set forth in q %.1 of this
Stipulation. A

1.15 "Employee Claims" means any allowed priority claim by
any employee of Related Debtors, other than Brian and Sarah
éhisick, for payment of wages, salary, benefits, bonus, pension,
§r other compensatioﬁ, as'determined and allowed pursuant to
éection’SO?(a)(B) and (a) (4) of the Bankfuptcy Code, 11 U.S.C. §
507(a) (3) and (a)(4); and paid pursuant to the confirmed
Liquidating Plén and Seétibn 1129 of tﬁe Bankruptcy Code, 11
U.s.Cc. § 1129.

1.16 "Estates” shall mean the Related Debtors' legal and
equitable interests in property as defined under Section
541 (a) (1) of the Bankruptcy Code, 11 U.S.C. § 541({a) (1l).

1.17 "FACO" means First Alliance Corporation, a Delaware

Corporation.

- 11 -
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1.18 "FACO Shares" means outstanding shares of'fACO,
excluding the Chisick Shares and éhares held by or for the
benefit of other Individual Defendants, directly or indirectly,
and by or for the benefit of members of their families and their .
Related Persons (in whatever form they are held).

1.19 "Final™® ﬁeans: the later of (i) the date of final'
affirmance on an appeai of.a judgment or order, the expiration of
the time for a petition for or a denial of a writ of certiorari
to review a judgment or order and, if certiorari is granted, the
date of final affirmance 5f a judgment or order following review

pursuant to that'grant; or (ii) the date of final dismissal of

any appeal from a judgment or order or the final dismissal of any

proceeding on certiorari to review a judgmenE or order;.or
(iii) if no appeal is filed, the expiration date of the time for
the filing or noticing of any appeal from a judgment or order.

1.20 "First Union" means First Union National Bank and its
parents, subsidiaries, affiliateéd, and related companies.

1.21 "FSA" means Financial Security Assurance, Inc., and its
parents, subsidiaries and affiliates.

1.22 "FTC" means the Federal Trade Commission.

1.23 "Generally éeleased Claims"” means, collectively, any
and all lawsuits, actions, causes of action, debts, obligations,
promises, guarantées, agreements, contracts, rights of
contribution and/or indemnification, claims, liabilities and/or
demands, of whatevér kind or nature, whether known or unknown,
fixed or contingent, liquidated or unligquidated, suspected or
unsuspected, at law or equity, under any'theory of law or equity

including under the Bankruptcy Code or any theory of fraudulent

_12_
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conveyance or preference, in an individual or representative
capacity, én behalf of itself, a class or the public, including
without limitation under a statutory, contract or tort theory,
for declaratory rel;ef, for intentional, fraudulent, negligent or
other wrongdoing, for bad faith or uﬁfair business bractices or
any other similar 6r dissimilar tort, or for,compensqtory,
consequential, punitive or exemplary damages or aﬁy damages or

penalties whatsoever, for specific performance, injunctive or

‘declaratory relief, or any relief whatsoever, under the laWs,

rules and/or regulations or otherwise_of any jurisdiction, court,
body or tribunal- or otherw;se of any'sort or kind whatsoever,
whether in the'United Stateé of America, whether federal or state
or otherwise,'and/or any othér foreign jurisdicﬁibn.' Generélly
Reieased Claims exprésslg'include Unknown Claims of the kind or
nature set out in this Paragraph.

1.24 "Individual Defendants" ﬁeans Brian Chisick; Saraﬂ
Chisick; Patricia G. Suliivan; Jeffrey Smith; Salah Bastawy;
Francisco Nebot; Bruce Bollong; Todd Feldman; Jeffrey Phillips;
Scott Gardne;; Diane Clark‘West; Vanita Cillo; David Sproul; Ted
Kegel; Howard'Coleman: Chris Jensen; Tom Neate; Kélly Lee; Joe
O’ Laughlin; Steven Graber; Don Terry} Mitchell C. Horwitz; Mark
Mason; Albert Lord; George Gibbs; and, Merrill Butler. ’_

1.25 "Judgment" méans a judgment in a fofm accéptable to the
Settling Parties certifiéd to be final pursuant to Rule 54 of the
Federal Rules of Civil Procedure.

1.26 "Lehman” means Lehman Commercial Paper, Inc., Lehman

Brothers, Inc., and their parents, affiliétes, and subsidiaries.

- 13 -
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1.27."Liquidating Plan"-means the Chapter 11 liguidating
plan of reorganization to be filed by the Related Debtors
con51stent with the terms of this Stlpﬁiggjg;-;;péonflrmed by the
Court. |

1.28‘"Liquidating Trust'Eund"'means that fund to be created
by Related Debtors‘as part of their Liquidating Plan into which
Related Debtors shall piace on the Effective Date (1) any
unliquidated assets that cannot be distributed in cash to the
Redress Fund, (2) any mortgage loans owned by the Debtors whether
or not subject to a.secured claim in favor of Lehman, (3)an
amount of cash equal to the distribution payable under the
confirmed. quuldatlng Plan' to the holders of claims not pald on
the Effective Date to the extent they are later allowed of (a)
Other Creditors; (b) Professional Fees; (c) Administrative .
Expenses: (d) Employee Claims, (e) anticipated future .
Administrative Expenses and Professional Fees, as approved by the
Court; and, (f) the reserve required by the Supplemental
Agreement; (4) the proceeds, if any, from the Reliance Company
Litigation, or the rights thereto, and if such litigation is not
concluded by a Final judgment §r order, the right to continue to
prosecute such action, and (5) the proceeds, if any, from the $1
million Chubb CGL policy, or the rights thereto. All actions

assigned to the Liquidating Trust Fund shall be pursued by the

‘fund as representative of ‘the Estate pursuant to 11 U.S.C.

§ 1123(b) (3).
1.28 "Liduidating Trustee" means such agents or trustees as

are approved by the Court to maintain and administer the

- 14 -~
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Liquidating Trust Fund pursuant to the terms of the Liquidating

Plan.

1.30 "Lloyd's Policy" means Polid&fgéi‘;g;7éD971617 issued
by Lloyds Underwriters at Interest subscribing to said policy to
First Alliance Corporation Directors and Officers and Company on
or about'July 29, i997, wh}cb, with extensions, covers the period
from July.29, 1997 to June 1, 2002.

1.31 ."MBIA" means MBIA, Insurance Corporation, and its
parents, subsidiaries and affiliates. '

1.32 "Mortgage Loan Trusts" means, collectively, First
Alliance Mortgage Loan Trust 1993-1; First Alliance Mortgage Loan
Trust 1993-2; First Alliance Mortgage Loan Truét 1394-1; First
Alliance Mortgage Loan Trust 1994-2; First.Alliance Mortgage Loan
Trust 1994-3; First Alliance Mortgaée Loan Trust 1994-4; First
Alliance Mortgage Loan Trust 1995-2;AFirst Alliance Mortgage Loan
Trust 1996-1; First Alliance Moftgage Loan Trust 1996-2; First
Alliance Mortgage Loan Trust 1996-3; First Alliance Mortgage Loan
Trust 1996-4; First Alliance Mortgage Loan Trust‘1997-1; First
Alliance Mortgage Loan Trust 1997-2; First Alliance Mortgage Loan
Trust 1997—3; first-Alliance Mortgage Loan Trust 1997-4; First
Alliance Mortgage Loan Trust 1998-1A; First Alliance'Mortgége
Loan Trust 1998-1F; First Alliance Mortgage Loaﬁ Trust 1998-2;
First Alliance Mortgage Loan Trust 1998-3; First Alliance
Mortgage Loan Truét 1998-4; First Alliance Mortgage Loan Trust
1999-1; First Alliance Mortgage Loan Trust 1999-2; First Alliance
Mortgage Loan Trust 1999-3; and First Alliance Mortgage Loan

Trust 1999-4; and the certificate and note holders thereof.

- 15 -

Stipulation of Settlement

516864




EXY

w N

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

IRELL & MANELLA LLP
A Registered Limatsd Listaity
Léw Partnership tncluqing
Professional Corporations

1.33 "Non-Settling Defendants" means (a) Lehman and any of
its parents, subsidiaries, related, or affiliated companies;

(b) Prudential and any of its parents,mgaﬁz?azg;zéé, related, or
affiliated companies; (c) First Union and any of its parents,
subsidiaries, related; or affiliated companies; and (d) other
potential defehdanis not released pursuant to this Stipulation
and not yet pérties to litigation arising out of or related to°
the business of Related Debtors.

1.34 "Notice" means the notice described in ‘3.1 hereof; in a
form acceptable to the Settling Parties.

1.35 "Official Joint Borrowers' Committee" means that
official committee as appointed by the U.S. Trustee in or around
July 30, 2000. ‘

1.36 "Other Creditors” means the holders of general
unsecured claims; other than the Plaintiffs, persons who validly
and timely opt out of the Class and Brian and Sarah Chisick.

1.37 "Person" means an ihdividual, corporafion, limited
liability corporation, professional éorporation, limited
liability partﬁership, partnership, limited partnershib,
association, joint stock company, estate, legal representative,
trust, unincorporated association, government or any political
subdivision or agency thereof, and aﬁy bﬁsiness or legal entity‘
and.their spouses, heirs,‘predecessors, successors,
representatives, or assignees.

1.38 "Plaintiffs" means the Class Members, the Official
Joint Borrowers' Committee, the FTC, the State Attorneys General,
AARP, Barbara Austin, Michael Austin, Velda Durney, Ida M.
Forrest, Henry M. Hong, Carol_J. Hong, Mary Ryan, Lucretia
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Wilder, George Jerolemon, Fred L. Passmore, Julia G. Passmore,
Geneva A. Spires, Frank G. Aiello, Nicolena Aielle, Paul
Carabetta, Lenore Carabetta, Vito Cicci, "Stella Cicci, Veronica
Maines, Thaddeus Zychlinski, Marissa Zychlinski, Jacqueline
Bowser and Irene Huston.

1.39 "Prior Bérrower Settlements"” means borrowers who
séttled a claim or lawsuit with Related Debtors and were paid by
the Related Debtors within the ninety days prior to the filing of
the bankruptcy by Related Debtors. '

1.40 "Professional Fees" means fees, expenses, and costs to
be paid to professionals employed by the Related Debtors, the
Official Creditors' Committee, or the Official Joint Borrowers
Committee, which are detefminéd and allowed in the Relatéd
Debtors' Estates pursuant to Sections 330, 331, 503 and 507 of
the Bankruptcy Code, 11 U.S.C. §§ 330, 331, 503 and 507,. and paid
pursuant to the confirmed Liquidating Plan and Section 1129 of
the Bankruptcy Code, 11 U.S.C. § 1129.

1.41 "Prudential™ means Prudential Securities, Inc., and its
parents, affiliates, and subsidiaries.

1.42 "Redress Fund" means a fund to be establisﬁed and
administered by the FTC for the benefit of the Members of the
Class énd other Plaintiffs, as more fully described herein.

1.43 "Redress Fund Administrator" mean$ the FTC, or such
agents or trustees that the FTC pursuant to the'Consent_Deéree,
in its sole discretion, will appoint, to establish, maintain, ana ’
administer the Redress Fund.

1.44 "Related Debtors" means First Alliance Mortgage

Company, a Célifornia.corporation; First Alliance Corporation, a
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Delaware corporation; First Alliance Mortgage Compény, a
Minnesota corporation; and First'Alliance Portfolio Services,
Inc., a Nevada corporation as debtors and debtors-in-possession.

1.45 "Related Pergons" means, ‘with respect to any individual
or entity to whom it refers, each of its, his,.her, or their,
past or present difectors, officers, managers, employees,
partners, members, princiﬁals, agents, controlling shareholders,
venture capital inveétors, attorneys, accouhtants or auditors,
financial advisors, associates; personal or legal
representatives, predecessors, sSuccessors, pérents, subsidiaries,
divisions, joint ventures, assigns, spouses, heirs, related or
affiliated entities, any entity in which a person or entity has a
controlling interest, any members of their immediéte'families, or
any trust of which any individual is the settlor or whicﬁ is for
;he benefit of any individual and/or membef(s) of his or her
family.

1.46 "Released Claims”™ means, collectively, all claims
released pursuant to any Paragraph of this Stipulation. The
releases and‘discharges referred to herein are not bankruptcy
discharges. |

1.47 "Reliance Cbmpany Litigation” means the action between
the Related Debtors and Reliance Insurance Company in
Liquidation, as sﬁccessor-in—interest by merger to Reliance
Insurance Company of Illinois, currently pending in fhe United
States District Cou;p for the Central District of California as
Case No. CV 00-3282 GAF, and any proceediné related thereto,
including without limitation any liquidation proceeding for

Reliance.
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1.48 "Representafive Plaintiffs" means Frank G. Aiello,
Nicolena Aiello, Barbara Austin, Michael Austin, Paul Carabetta,
Lenore Carabetta, Vito Cicci, Stella ciEZIT“EES?Eé Jerolemon,
Veronica Maines, Thaddeus Zychlinski, Marissa Zychlinski,
Jacqueline Bowser and Irene Huston, és individuals énd on behalf
of Class Members.

1.49 "Residuals" means the securities fepresénting the
residual interests held by and property of the Estate in the
various Mortgage Loan Trusts tﬁat were formed for the purpése of'
securitizing pools of real estate mortgages for sale to the
investing public.

1.50 "Residﬁal Proceeds” means all proceeds received by the
Estate from the Residuals fof the period between January 1, 2002
and the Effective Dafe, and the interest earned thereon, such
proceeds to be accounted for separately by Related Debtors.

1.51 "Residual Certificateholaer" means a holder of‘Cléss R
Certificates in the Morfgage Loan Trusts. ™“Class R Certificates”
means any of thpse certificates representing certain residual
rights to distributions from the Mortgage Loan Trusts, designated
as a “Class R Certificate” on the face thereof. |

1.52 "Securitization .Documents” means any and all documents
executed in connection with the issuance of asset backed ﬁotes by
the Mortgage Loan Trusfs and the Trustees, inéludiné but not
limited to, purchase and sale agreements, trust agreements,
indenture of trust agreements, insurance agreements, indemnity
agreements, and servicing agreements.

1.53 "Settling Parties" means, colleétively, each of the
parties to this Stipulation. |
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1.54‘"Specifically Released Claims"” means, collectively, any
and all lawsuits, actions, causes of action, debts, obligations,
promises; guarantees, agreements, contiggggthzzits of
contiibution and/or indemnificatidn, claims, liabilities and/or
demands; of whatever kind or nature, whether known or unknown,
fixed or contingenﬁ, liquidated or unliquidated;- suspected or
unsuspectéd, at law or équity, under any theory of law or equity
including under the Bankruptcy Code or any theory of fraudulent
conveyance or preference, in an individual or representati?e
capacity, on behalf of itself, a class or the public, including
without limitation under a statutory, contract or tort theory,
for declaratory relief, for intentional, fraudulent, negligent or
other wrongdoing, fér bad faith or unfair business pracéices or
any other similar or dissimilar tort, or for compensatory, .
consequential, punitive or exemplary damages or any damagés or
penalt@es whatsoever, for specific performance, injunctive or
declaratory relief; or any relief whatsoever, under the laws,
rules and)or regulationstor otherwise of any jurisdiction, court,'
body or tribunal or otherwise of any sort or kind whatsoever,
whether in the United States of Aﬁerica, whether federal or state
or otﬁerwise; and/or any other foreign jurisdiction, based on,
arising out of, related to or the subject of: (a) the Actions;‘

(b) facts, transactions, events, occurrences, acts, disclosures,

[statements, omissions, or -failures to act which were or could

have been alleged with respect to such conduct in the Actions;
{c} any and all claims arising out of or relating to or in
connection with the éettleménf or resolution of the Actions;

{d) morfgage loans issued by the Related Debtors during the Class
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Period and the Actions; and (e) the sale and securitization of
such loans to the Mortgage Loan Trusts and the Trustees.
Specifically Released Claims expressly include Unknown Claims of
the kind or nature set out in this Paragraph.

1.55-"State Attorneys Geﬁeral" means the attorneys general
from the ‘States of'Arizona, California, Florida, Illinois, and
Massachusetts, and the New‘Yérk Sfate Banking Department.

1.56 "Supplemental Agreément" means the agreement relating
to potential termination of this Stipulation that will be filed
under seal with the District Court. '

1.57 "Term Sheet" means the February 15, 2002 letter
agreement provisionally agreed upon by the FTC subject to
Commission approval apd aécepted on beﬁalf of the Coordinated
Plaintiffs, and certain of the Defehdants. \

1.58 "Trustees" means, collectively, in their individual
capacities, in their respective capacitiés as trustees of the
Mortgage Loan Trusts and iﬁ any otherlcapaqi;y under the
Securitization Documents, .JP Morgan Chase Bank és successor in
interest to the Chase Manhattan Bank (hereinafter "Chase
Manhattan. Bank™), Trustee of First Alliance Mortgage_Loan Trust
1993-~1; Chase Ménhattan‘Bank, Trustee of First Alliance Mortgage
Loan Trust 1993-2; Chase Manhattan Bank, Trustee of First
Alliance Mortgage Loan Trust 1994-1; Chase Manhattan Bank,
Trustee of First Alliance Mortgage Loan Trust 1994-2; Chase
Manhattan Bank, Trustee of First Alliance Mortgage Loan Trust
1994-3; Chase Manhattan Bank, Trustee of First Alliance Mortgage
Loan Trust 1994-4; Chase Manhattan Bank, Trustee of First
Alliance Mérpgage Loan Trust 1995-2; Chase Manhattan Bank;
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Trustee of First Alliance Mortgage Loan Trust 1996-1; Chase
Manhattan Bank, Trustee of First Alliance ﬁortgage Loan Trust
1996-2; Bank of New York, Trustee of FiEEE*KIEIEEee Mortgage Loan
Trust 1996-3; Chase Manhattan Bank, Trustee of First Alliance
Mortgage Loan Trust 1996-4; Chase Manhattan Bank, Trustee of
First Alliance Morﬁgage Loan Trust 1997-1; Chase Manhattan-Bank,
Trustee of'Fiist Alliance Mortgage Loan Trust 1997-2; Chase
Manhattan Bank, Trustee of First Alliance Mortgage Loan Trust
1997-3; Bank of New York, Trustee of First Alliance Mortgage Loan
Trust 1997-4; Chase Manhattan Bank, Trustee of First All;ance
Mortgage Loan Trust 1998-1A; Chase Manhattan Bank, Trustee of
First Alliance -Mortgage Loan Trust 1998-1F; Chase Manhattan Bank,
Trustee of First Alliance Mortgage Loan Trust 1998—2} Wells Fargo
Bank Minnesota, N.A. (formerly Norwest Bank Minnesota, N.A.},
Trusteerf First.Alliance Mortgage Loan Trust 1998-3; Wells Fargo
Bank Minnesota, N.A. (formerly Norwest Bank Minnésota, N;A.),
Trustee of First Alliance Mortgage Loan Trust 1998-4; Wells Fargo
Bank Minneso;a, N.A. (formerly Norwest Bank Minnesota, N.A.),
Trustee of First Alliance Mortgage Loan Trust 1999-1;'WellS'Fargo
Bank Minnesota, N.A. (formerly Norwest Bank Minnesota, N.A.),
Trustee of ‘First.Alliance Mortgage Loan Trust 1999-2; Wells Fargo
Bank Minnesota, N.A. (formerly Norweét Bank Minnesota, N.A.),
Trgstee~of First Alliancé Mortgage Loan Trust 1999-3; and Chase
Manhattan Bank, Trustee of First Alliance Mortgage Loén'Trust
1999-4, any owner trustees of the Mortgage Loan Trusts and the
parents, subsidiaries and affiliates of these entities.

1.59 "Unknown Claims™ means any Released Claims whiéh'any
releasing party does not know_br suspect to exist in his, her or
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its favor at the time of the release of the released persons
which, if known by him, her or it, might have affected his, her
or its settlement with and release of Eﬁgnreléaséd persons, or

might have affected his, her, or its decision not to object to

'this settlement. With respect to any and all Specifically and

Generally ReleasedIClaims, all parties providing releases
sfipulate and agree that, upon the Effective Date, they shall
expressly, and each of the Class Members shall be deemed to have,
and by operation of the order approving this Stipulation ahd the
Consent Decrees shall have, expressly waived the provisions,
rights and benefits of California Civil Code § 1542, which
provides:
A general release does not extend to éléimé wﬁich.
the creditor does not know or suspect to exist in his
favor at the time of executing the release, which if

known by him must have materially affected- his
settlement with the debtor.

All parties providing releases of Unknown Claims shall expressly,
and each of the Class Members shall be deemed to have, and by
operation of this‘Stipulation and the Consent Decrees shall have,
expressly waived any and all provisions, rights and benefits
conferred by any law of any state or territory of thé United
States,.or‘principle of common law, which is similar, comparable
or equivalent to California Civil Code § 1542. All parties
providing releases of Unkﬁown Claims (incldding without
limitation any individual Class Member) may hereafter diséover
facts in addition to or different from those which he, she or if
now knows or believes to be true with respect to the subject
matter of the Specifically or Generally Released Claims, but each

shall expressly, and.each Class Member, upon the Effective Date,
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shall be deemed to have; and by operation of this Stipulation
shall have, fully, finally, and.forever settled and released any
and all Specifically and Generally Released Claims, known or
unknown, suspected or gnsuspected, contingent or non-contingent,
whether or not concealed or hidden, which now exist, or
heretofore have existed upon any theory of law or equity now
existing or coming into eéistence in the future, including-
without limitation conduct which is negligént, intentionél, with
or without malice, or a breach of any duty, law or rule, without
regard to the subsequent discovery or existence of such different
or additional fdcts. All parties providing releases of Unknown
Claims expressly_acknowledge( and the Class Members shall be
deemed by operation of the Stipulation to have acknowiedged, that
the foregoing waiver was séparately bargained for and a key
element of the settlement of which this release is a part.

2. The Settlement

a. Payments by Brian and Sarah Chisick and Consent Decrees

2.1 Upon the Effective Date, Brian and Sarah Chisick
collectively shall (i) contribute the amount of $20,000,000.00-
(adjusted in the manner set forth in the Supplemental Agreeméht)
to the capital of Reiated Debtors, and (ii) agree to the
cancellation of any Chisick Shares. Said contribution is an
addition to the éssets of the Estates as of February 25, 2002.

(a) Following February 15, 2002, and untii the

Effective Date, Brian and Sarah Chisick will not transfer, or

cause to be transferred, any Chisick Shares.
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(b) Brian énd Sarah Chisick represent that they have
transferrea no Chisick Shares to persons whose holdings would not
constitute Chisick Shares since March 23, 2000.

(c) To secure the payment in I 2.1 above, three days
before the hearing on confirmation of the Liquidatihg Plan, Brian
and Sarah Chisick Qill obtain and deliver to the FTC an
irrevocabie letter of éredit issued by a financial iﬂstitution
payable to the Liquidating Trustee. Both the finanqial
institution that issues the lefte: of credit and the form df the'
letter of credit must be acceptable to the FTC, which acceptance
will not be unreasonably withheld.

2.2 Upon tﬁe Effective Date, Brian Chisick will purchase
the Residualé; including the.ResidualAProcéeds, by payiné in cash
to.the Related Debtofs (i) the amount of $25,100,000.00, plus
(ii) interest in an amount ‘equal to the total amount that would
be received on a $25.1 miliion depbsit for a period from Jaﬁuary
1, 2002 to the EffectivéiDate, based on an annual (365-day) rate
of simple interest of three percent (3%), or, if Mr. Chisick puts
this $25.1 million plus the interest thereon at three percent
(3%) from Janﬁary 1, 2002 into a separate accoun£ by April 1,
2002 and it remains in a separate account until the Effective
Date, then the interest obligation from the date of the déposit
shall be the amount.eafned on the funds so deéosited.

2.3 (a) Upon the.Bffective Date, MBIA will reléase all of
its right, title and interest in and to the remaining balance of
the escrow account established for the benefit of MBIA pursuant
to the July 14, 2000 Consent Agreement (“Consent Agreement”)

between certain of the Related Debtors, the Trustees, and MBIA.
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Upon the final resolution, by settlement, final judgment or
otherwise, of any and all claims brought against the Mortgage
Loan Trusts insured by MBIA (“the MBIA-Insured Trusts”) or the
Trusfees by any Person who falls within the definition of the
Class described in Paragraph 1.7 of this Stipulation who has
validly and.timely‘requested exclusion from the Class, or by any
Person seeking ;ontr;buﬁion or indemnity on account of such
claims, the Trustees will transfer to the Liquidating Trust Fund
all of their right, title and interest in and to the remaihing
balance of the‘escréw accounts established for the benefit of the
Trustees under the Consent Agreement except that with respect to
the release of the escrow funds held by Chase Manhattan Bank they
shall have appropriétg consents from the Residual . |
Certificateholders. Until such time as MBIA or the Trustees
release their right, title and interest in their respective
escrow accounts pursuant to the terms of this Stipulation,
nothing in this Stipulation shall affect, alter or amend any
right of MBIA or the Truétees under the. Consent Agreement to make
withdrawals from the escrow accounts in accordanée with the terms
of the Consent Agreement. |

(55 In the event that any claim, action or proceeding
is brought againsf the Mortgage Loan Trusts or Trusfeeé by any
Person who falls within the definition of the Class described in
Paragraph 1.7 of this Stipulation who has vaiidiy and timely
reqguested exclusion from the Class, the Trustees and the Mortgage
Loan Trusts shall have the right to require the Residual
Certificateholders ﬁo defend Such claim,‘action or proceeding;
providéd, however, that the Residual Certificateholders may not
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without the prior written consent of the relevant Trustee and its
insurer settle any such action, claim or proceeding if such
settlement would result in any paymentm§;5§“¥E;~;Ssets of the
Mortgage Loah Trusts or Trustees.

2.4 -Brian Chisick, Saraﬁ Chisick, and the Related Debtors
will agree-to Consént Decrees barring future violations of the
law, which Consent Decreesvsﬁall become operative on the
Effective Date. The form and content of such decrees will be
negotiated in good faith,.but it is generally agreed that the
consent decree will be in a form similar to the types of decrees
used to resolve FTC and State actions, without any admission of
wrongdoing.

2.5 Upon the Effective Date, Brian and Sarah Chisick shall,
pursuant to ‘the Consent Decrees, be enjoined from engaging in any
residential loan origination business for ten years.

b. The Allowance of the Coordinated Plaintiffs’ Claim.

2.6 For purposes of ﬁhis Stipulétion and distribution under
the confirmed Liquidating~?lan,'the claims of the Plaintiffs will
be treated as a joint claim and allowed, pursuant to 11 U.S.C. §
502, as a- general, unsecured claim against the Related Debtors in
the amount of TQO'Hundréd.Seventeen Million Dollars .
(5217,000,b00); provided that this amount shall not be binding in
proceedings by Plaintiffs against Non-Settling Defendants, and
provided further that the amount shall not be binding in the
event that the Effective Date of this'Stipulation fails to occur.

c. Distributions on the Effective Date

2.7 (a) Upén the Effective Date and pursuant to the

confirmed Ligquidating Plan, the Related Debtors shall transfer

- 27 -

Stipulation of Settlement

516864




w N

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

IRELL & MANELLA LLP
A Regisiered timaed Liabitty
Law Paitoarship (ncluding
Professional Corporations

and distribute the Estates as foilows: (1) pay all allowed claims
payable on that date pursuant to the terms of‘the Liquidating
Plan, (ii) transfer to the Liquidating Trust Fund all
unliquidated assets of the Estates, including the mortgage loans
owned by Related Debtors, and cash in the amounts provided for
under | 1.28,'and fiii) transfer all remaining cash of the
Estates té the Redress Fund, including the additional amounts
paid to Related Debtors by Brian and Sarah Chisick pursuant to
paragraph 2.1. ' |
(b} Assuming thejCourt hearing the interpleader action

filed by Lloyd's approves such payment, the insureds under the
Lloyd's Policy will on the Effective Date pay to the Redress Fund
$3,000,000, the monéy to come from the Lloyd’'s ?oiic& and ndt the
insureds themselves; and- |

| (c) dpon the Effective Date, the sum of $1,000,000
shall be paid by MBIA and FSA ($960,000 and $40,000 respectively)
to the Redress Fund on behalf of the Mortgage Loan Trusts.

d. The Liquidating Trust Fun&

2.8 Pu;shant to the confirmed Liquidating Plan,‘Related
Debtors shall establish the Liquidating Trust Fund to be
administered after the Effective Date by the Ligquidating Trustee.

(a} The Liquidating Trustee shall liquidate the assets
in_the Liquidating Trust.Fund and make payments from the
Liquidating Trust Fund to any holder of the allowed ciaims set
forth in Paragraph {.28 hereof and to the Redress Fund, pursuant
to the Liquidating Plan.

(b) No Person shall have any claim against the Related
Debtors or. the Liquidating T;ﬁstee or their counsel based on
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distributions of the Liquidating Trust Fund made in accordance

with this Stipulation and the confirmed Liquidating Plan.

(c) It is acknowledged by tﬁé”§§?€i§35'parties that
the total amount of allowed claims ‘paid from the Liquidating
Trust Fund may be less than the amount of the Liqguidating Trust
Fund as a consequeﬁce of a determination of the distribution to
such allowed claims that is less than the amount reserved under
Paragraph 1.28 hereof or an agreement by such creditors as to the
amount of their claims and the payment therefor. The amount
remaining in the Liquidating Trust Fund after payment of the
allowed claims for which the fund was established, shall revert

to and become part -of the Redress Fund.

e. Subsequent Transfers
2.9 The Redress Fund shall also be entitled to receive the
following:- |
(a) Any proceeds reméining from the Lloyd’s Policy,

after the resolution of all other claims against that policy,

including the pasﬁ and future claims of the insureds for the
reimbursement of expenses (including those related to any
prospective Lehman, Prudential, or First Union contribution or
indemnity plaims). The Related Debtors shall provide the
Coordinated Plaintiffs with an.accounting for the amounts paid
hereunder, including the.amount of attorney fees paid to
Individual Defendants' counsel; . and

(b) The amounts remaining in the Liquidating Trust
Fund as defined in 91.28 following the satisfaction of the

obligations to be paid from that fund.

- 29 -

$16864 Stipulaticon of Settlement




10
11

127

13
14
15
16
17
18
19

- 20°

21
22
23
24
25

26

27
28

IRELL & MANELLA LLP
A Registersd Landed Listey
Law Partnersimp including
Professonsl Comporations

2.10 The Plaintiffs agree not to object to any allocation of
the proceeds of the Lloyd’s Poliﬁy described above to settle
third party claims or pay attorneys' féggj“‘ggguééttling Parties
hereby stipulate and agree that the stay of the Lloyd's Policy
should be immediately terminated by the Court.

£. Administfation of the Re&ress Fund

2.11 The Redress Fund shall be established and administered
by the FTC for the benefit of the Class and other Plaintiffs.
The FTC, with the input of the-Coordinated Plaintiffs, shail
submit to the Court for review and approval a plan for the
disbursement of ‘funds to the Members of the Class and other
Plaintiffs. Settling Defendants shall have no right to contest
the substance or manner of distributipn of the RedresélFﬁnd nor
any responsibility in connection therewith. .

- g. .FACO Shares

2.12 Under the terms of the Liquidating Plan, the Related
Debtors will cancel all FACO Shares. Following the Effective
Date, the Redress Fund Administrator shall pay those Persons who
held FACO shares on the Effective Date the lesser of $1.50 per -
share or the 5asis of such shares prior to cancellation, provided
that the tofal amount'of such payments does not exceed .
$3,250,000.00. The basis of any Peréon in a share of FACO stock
purchased on or aftgr February 25, 2002 shall be conclusively
presumed to be 9 cents. To the extent that the totai amount of
such payménts would exceed $3.25 million, the Redress Fund
Administrator shall reduce the payment to each former FACO
sﬁareholder on an equal proporfionate basis (that is, so that
each former FACO shareholder will receive an equal percentage of
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the amount that they otherwise would receive under the formula
above) until the total payments do not exceed $3.25 million. If
the amount of payments to shareholdersmggazzzzzzgfed above is
less than $3.25 million, then the remainder shall revert to the
Redress Fund. No payment will be made on account éf the Chisick
Shares or FACO Shares held by other Individual Defendanﬁs or
their Related Persons. .

h. Dismissals and Releases |

2:13 The Actions shall be dismiésed as to the Defendants
with prejudice, with the exception of (i) the joint proof of
claim referenced in 9 2.6 which shall be treated in accordance
with that pa:égraph and the confirmed Liquidating Plan, (ii) the
actions filed by the.State Attorney Generals and the FTC which
are to be resolved by the entry of Consent Decrees as to certain
Defendants and (iii) Plainfiffs' claims against Jeffrey Smiph
unless he.makes the eleétion set forth in the final sentence of
1 4.12. Notwithstanding (ii) above, the Flérida actions against
Francisco Nebot and.éruce‘Bollong shall be dismissed without
prejudice. To the extent a dismissal is required in an Action
pending before the District Court, ﬁhe dismissals shall be
entered as part'of the District Court's orders ihplementing this
étipulation. To the extent'a dismissal is required in any of the
Actions not pending before the District Court, that action éhall
immediately be stayed, so long as the Individual Defendants in
such action agree to waive all rules relating to the prompt
proéecution gf that action and the Court approves the stay; those
Actions shall then be dismissed with prejudice on the Effective

Date..
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i. éayment of Coordinated Plaintiffs' Counsel Fees and
Provisions re Taxes

2.14 Any attorneys fees awarded by the Court to counsel for
Coordinated Plaintiffs and/or the ﬁational Association of
Attorneys Genaeral will be paid out of the Redress Fund, save and
except those fees énd costs that are payable for -services
rendered by the Offic;al.Joint Borrowers Committee as an
Administrative Expense of the Estates or the Liquidating Trust
Fund. The Defendants will have no right to object to the fee
procedure established by the Coordinated Plaintiffs and approved
by the Court, or fees to be paid under that procedure, to the
extent those fees are paid from the Redress Fund.

2.15 Settiing farties and the Redress Fund Adminisfrator
agree to treat the Redress Fund as being at ali times a
"qualified settlement fund"” within the meaning of Treas. Rég.

§ 1.468B-1. The Settling Parties agree that the exact tax
structure of the Redress Fund will be set forth in the
Liquidatiné Plan. |

3. Notice Order and Settlement Hearing

3.1 Promptly after exeCufion of the Stipulation, the
Coordinated'Piaintiffs shall submit any additional documents
necessary to obtain preliminary approval of the settiemént by the
District Court and shall apply for entry of an order (the "Notice
Order"), the form and content. of which will bé negotiated by the
parties in good faith, requesting, inter alia, approval of the
method of dissemination of a settlement notice (the "Notice").
The Related Debtors éhall diééeminate the Notice to all Class
Members . The -Notice shall be in a form agreed upon by the
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Settling Parties and apprbved by the Court. The cost of such
Notice shall be borne by the Related Debtors.

3.2 The Coordinated Plaintiffs sﬁéif”?EEGZE% that after the
Notice is given, the Court hold a heéring under Rule 23(e) of the
Federal Rules of Civil'Procedﬁre(the "Settlement Hearing") and
approve the settleﬁent as’ set forth herein.

4. Releases - '

4.1 All Persons granting releases under this 1 4 shall have
expressly waived the provisions, rights and benefits of

California Civil Code § 1542, which provides:

A general release does not extend to claims which
the creditor does not know or suspect to exist in his
favor at the time of executing the release, which if
known by him must have materially affected his .
settlement with the debtor.

4.2 Except as set forth in 99°4.11 and 4.12, upon the
Effective Date, the Plaintiffs and their Related Persons shall
have, and each bf the Class Members and their Related Persons
shall be deemed to have, and by operaﬁion of the Judgment shall
have, fully, finally, ana-foreVei relieved, reléased, and
diScharged tﬂe Defendants, the family members of Bfian and Sarah

Chisick and all entities controlled by them (now or ip the past},

‘the Trustees, MBIA, FSA, and any other insurer of the Mortgage

Loan Trusts (or any of the securities issued by any of the
Morﬁgage-Loan Trusts) and all of iﬁs, his, her, or their Related
Persons from the Specifically Released Claims.

4.3 Except aé'§et forth in € 4.11, upon the Effective Date,
the Defendants and their Related Persons shall have fully,
finally, and forever relieved, released, and discha;ged the

Plaintiffs and their Related Persons (excluding the Commonwealth
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of Massachusetts; it being understood that the Individual
Defendants have no present intention of bringing any such claim
against the Commonwealth of Massachusetts), the members of the
Official Creditors' Committee, the professionals of the Official
Creditors’ Committee, members of the Borrowers' Committee, and
the professionals of the Official Borrowers' Committee, and all
of its, hié, Her, or their Related Persons from any claims,
including Unknown Claims, arising out of or related in any manner
to the filing of claims or Actions against them so that no such
claims against these releaseés arising out of or related to their
conduct in the Actions shall survive. The releases provided by
fhis paragraph are not intended to, and shall not, release any of
the Plaintiffs or their Related Persons from any of their
respective obligations on loans originated by Related Debtors.

4.@ Except.as set forth in 1 4.11, upon the Effective Date,
the Related Debtors shall have fully, finally, and forever
relieved, released, and discharged Brian and Sarah Chisick, the
family members of Brian and Sarah Chisick and all entities
controlled by them (now or in the past), the Trustees,Athe
Indivi&ual Defendants, all of Related Debtors' current and former
officers, directors and employees, MBIA anq FSA and all of their
Related Persons from the Generally Réleaéed Claims. Related
Debtors shall also releasé any claims against Plaintiffs arising
ocut of the Prior Borrower Setflements. .

4.5 Except as set forth in q 4.11, upon the Effective Date,
Brian and Sarah Chisick shall have fully, finally, and forever
relieved, released, and discharged the Related Debtors, the’

Individual Defendants and theii respective Related Persons from
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the Generally Released Claims; and the other Individual

Defendants shall have fully, finally, and forever relieved,

PR S = R S

released, and discharged.Brian and Sarah Chisick and their
respective Related Persons from the Generally Released Claims.

4.6 Except as set forth in { 4.11,‘upon the Effective Date, -
MBIA and FSA shall‘have fully, finally, and foréver relieved,_
réleased,.and discharged thé Related Debtors and Plaintiffs and
each of its, his, her, or their Related Persons from any claims
for malicious prosecution, abuse of process, or similar torts
arising out of or related to the filing of claims against their
insuréds, 50 that no such claims against these releasees arising
out of or related to their conduct in the Actions shall survive.

4.7 Except as set forth in § 4.11, upon the Effective Date,
Brian and Sarah Chisick .and MBIA shall have released any and all
claims each méy have against the others relatiné to the.business
of the Related Debtors; provided, however, that it is the intent
of Brian and Sarah Chisick and MBIA that riothing herein shall

affect, alter or aﬁend the terms of the transaction documents

relating to the MBIA insured Mortgage Loan Trusts, or otherwise

-‘faffect the rights of the Residual Certificateholder under the

transactiop documents; Brian and Sarah-Chisick shall alsc have
releaséd the indemnification claim asserted against the Trustees
and the Mortgage Loan Truéts as to monies p@id.pursuant to this
Settlement and fees and costs incurred in litigating the Abtions.
4.8 Except as otherwise provided herein, including withouf
limitation in 99 4.10, 4.11 and 4.12 below, following the
Effective Date the Plaintiffs will forever refrain and forbear
from commencing, instituting, and/or ‘prosecuting any lawsuit,
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action, and/or other proceeding and/or making any claim against
any Person receiving a release ffom Plaintiffs hereunder, based
upon or arising out of or related to any Released Claim.

4.9 Upon the Effective Date, 'the Plaintiffs shall have, and
each of the Class Members shall be deemed to have, expressly
waived and released claims for rescission or reformation.of any
loan originated by the Related Debtors.

4.10 In addition to the foregoing releéses, the Stafe
Attorneys General: (i) commit that the State Attorneys General
will not seek administrative sanctions arising out of or related
to the Specifically Released Claims; (ii) represent, for the
States of California, New York, Illinois, Massachusetts, Florida
and Arizona, that the_State Attorneys General do not hgve any.
pendiné criminal investigations against any of the Defendants
arising oﬁt of or related to the Specifically Released Claims,
and that they are not aware of any such investigation; and (iii)
agree not to seek any injunctive relief against Francisco Nebot
or Bruce Bollong.

(a) The State Attorneys General for California,
Illinois, Florida, and the New York State Banking Depa:tﬁent
further represent that they will not attempt to initiate any.’
criminal investigations against any of the Defendants arising out
of or related to fhe Specifically Released Claims.

(b) The State Attorneys General for Arizona and
Massachusetts represent that they have no current intention to
initiate any criminal investigation against any of the Defendants
arising out of or related to the Specifically Released Claims.

In the event any State Attorney General of Arizona initiates a
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criminal investigatioﬁ against any of the Defendants arising out
of or relaéed to the Specifically Released Claims, the release of
that State described in 1 4.3 herein given by the Defendant who
is the subject of such investigation shall be void and of no
further force and effect and such Defendant'shall be entitled to
an offset againét ény mohetary sanction imposed against that
Defendant in an amount equal to the amount of that Defendant's
monetary contribution to the Redress Fund.

4.11 Notwithstanding any éontrafy provision herein, this
Stipulation does not and cannot be copstrued {a) to release
Lehman, Prudential, .or Fir;t Union; kb) to release any Class
Member who validl& and timeiy requests exclusion from the Class;
or (c) to release any Settliﬁg Party'from'any obligatién under
this Stipulation, the Supplemental Agreement or the Consent
Decrees.

4.12 Notwithstanding ény contfary provision herein, thé
State Attorneys General do not release Patricia Sullivan and
Salah Bastawy, and none of the Plaintiffs releases Jeffrey Smith,
from any claim or demand unless and until he or she has agreed to
be bound by this Stipulation, including without limitation a
consent decree identical_to that appiicable to Brian Chisiék

under 9 2.4 (or on such other lesser inclusive terms as

acceptable to the States); the allocation of the Lloyd's Policy

reflec;ed in 9 4.15 below and the releases contained in § 4.3
hereof. In the event, Mr. Smith elects to be bound by this
Stipulation, but not to accept a consent decree, and agrees to

give the same release as Francisco Nebot is giving in § 4.13

- 3'? -

516864 Stipulation of Settlement




LH]

w N =

10
11
12
13
14
15
16
17
.18
19
20
21
22
23
24
25
26
27
28

{RELL & MANELLA LLP
A Registerea Lunted Liataity
Law Parnership Including
Protessonal Corporations

o o

below, then he shall be released by all Plaintiffs other than the
State Attorneys General. 7

4.13 Except as set forth in 9§ 4.11, upon the Effective Date,
Franéiséo Nebot shall have fully, finally, and forever relieved,
released, ' and.discharged the Related Debtors from the Generally
Released Claims. . |

4.14 Each of .the Reiated Debtors, Brian Chisick, any other
party hereto which is or may become a holder of a Residuals,
acknowledges and agrees that the release by the Trustees of their
rights, title and iﬁterests in the escrow accounts establishea in
accordance with tha terms of the Consent Agreeﬁent shall not be
or be construed to be or constitute a breach of trust or a breach
of fiduciary dﬁty bf the Trustees and each of tHe'fofegéihg
parties hereby fully, fiﬁally and forever releases the Trustees
from any and all claimé arising in connection with the éxécution
and delivery by the Trustees of this Stipulation.

4.15 Plaintiffs agree that they shall have no interest in
the proceéds of the Lloyd}s Poli¢y except as provided in 99 2.7
and 2.9 hereéf (the initial $3 million payment and the residual,
if any, of that policy): the‘Rélated Debtors and the Individual
Defen&ants éonsent to the use of proceeds of the leyd’s Policy
to the extent provided in the Supplemental Agreement'td address
claims brought by'persons who validly and timely opts oﬁt of the
Class, to the use of up to $2.5 million of thése préceeds to
reimburse Indi&idua%’Defendants for attorneys fees incurred in
defending the'Actions, and to the use of the remainder of the
Lloyd's Policy to defend, settle and pay any judgment in Leon

Rasachaék, et-al., On Behalf of Themselves and A1l Others
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5. Administration of Redress Fund
5.1 The Defendants shall have no responsibility for,

interest in, or liability whatsocever with respect to the Redress

~N oy »

Fund, including investment or distribution of the assets in the
8 | Redress Fund, the determination, administration, or calculation
9{of claims from the Redress Fund, the payment or withholding of

10 | taxes, or any losses incurred in connection therewith.

11 6. Coordinated Plaintiffs' Counsel's Attorneys' Fees and
Reimbursement of Expenses

6.1’ Counsel for the Coordinated Plaintiffs (excluding
counsel for the Official Joint Borrowers Committee) and the
National Association of Atforneys General may submit an
application or applications (the "Fee and Expense Application")
for distributions to them from the Redress Fund for: (a) an award
of attorneys' fees; plus (ﬁ) reimbursement of.eXpenses incurred
19 (in connection with prosecuting the Actions. Défendants and their
20 counsel.shall not challenge the amount, method for payment, or
51 [distribution of'sucﬁ fees. |
| 6.2 The procedure for and the allowance or disallowanqe by
23 | the Court of any applications by any of the counsel to the
24 | Plaintiffs and/or tﬁe Natiocnal Assoéiation of Attorneys General
o5 [ for attorneys' fees and expenses to be paid out of the éedress.
26 Fund are not part of the settlement set forth in the Stipulation,
77 [@nd any order or proceedings relating to such fees, or any appeai

2g | from any order relating thereto. or reversal or modification
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thereof, shall not operate to terminate or cancel the
Stipulation, or affect or deldy the finality of the judgment
approving the Stipulation and the settié£€33”3§“ihe Actions set
forth herein.

6.3 Defendants and their Related Persons shall have no
responsibility for, no liability, and no ability to object-
whatsoevef'with respect to, any payment to Plaintiffs' counsel
and/or the National Association of Attorneys General from the
Redress Fund.

6.4 Defendanté and their Related Persons shall have no
responsibility for, no liability, and no ability to object
Qhatsoever with respect to the allocation among Plaintiffs’
counsel, and/or the National Associat;on of Attorneyé Geéeral,
and/of any other Person.who may assert some claim thereto, of any
fee or expenses ﬁhat the Céurt may make in connection with the

Actions.

7. Conditions of Settlement, Effect of Disapproval,
Cancellation or Termination

7.1 The Effective Date of the Stipulation shall be
conditioned on the occurrence of all of the following events, and
shall occur the first business day after the expiration of five
{5) calendar days after the occurrence df the last of these
events: - .

(a) An Order has been entered authorizing fhé Related
Debtors to enter into and consummate this Stipulation and such
order either has become Final, or no part of such order has been

stayed pending appeal:
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(b) An agreement of the Settling Parties to the form
and content of all documents identified in this Stipulation that

are necessary to carry out this Stipulation;

(c) A Final Order has been entered certifying as

‘against all Defendants pursuant:to Rule 23(b) (3) of the Federal

Rules of Civil Proéedure an opt out class of all borrowers whq
obtained loans ffom or through Related Debtors from January 1,
1992 through the present;

(d) A Final Order, after a hearing and notice to
members of the Class, Non-Settling Defendants, and all other
Persons, whom the District Court determines are entitled to
notice, approving pursuant to Federal Rule of Civil Procedure
23(e) the settlement by the Class certified pursuant- to Rule |
23(b) (3):

(e)' The Confirmation Order has been éntered by the

District Court, and either the order has become Final, or no part

jof the Confirmation Order has been stayed pending appeal;

(£) The Bar Order has been entered by the District

'Court, and either the Bar Order has become Final, or no part of

the Bar Order has been stayed pending appeal:;

(g) * The District Court has entered the Consent
DeCreeé, which orders have become Final;

(h) Unless thié'provision is waiyed,by the Related
Debtors and Brian Chisick, the District Court has entered én
order, as applied for by the Defendants, which shall remain in
place pending the conclusion of the opt out period of the class
action settlement, providing, to the greatest extent permitted by

the law, that no Person or attorney shall initiate contact with,

- 41 -

516864 Stipulation of Settlement




L)

W N =

=Y

10
11

12°

13
14
15
16
17
18
19

20

21
22
23
24
25
26
27
28

IRELL & MANELLA LLP
A Registered Linted Liatuiey
Law Parinership inclucing
Professional Corporgtions

o On

or solicit in any mannef, any borrower of the Related Debtors
with respect to this settlement or any term of the proposed

R e —

settlement;

(i) The time within which Related Debtors, Brian
Chisick, or MBIA may exercise the option to terminate the
Stipulation pursuaht to 91 7.6 hereof has expired without_tﬁe
option being exercised; and

(j) In a form acceptable to the Settling Pérties, the
District Court has entered Judgments or final orders in the
Actions, to the extent they are pending before it, (i)
dismissing the Actions with prejudice to the extent required by
1 2.13, (ii) containing the Bar Order, (iii) entering the Consent
Decrees described in 99 2.4 and 2.5,'(iv)'ceitifying ﬁhe judgment
to be final under Federal Rules of Civil Procedure Rule 54 (b),
and (v) either that judgment has become Final, or no part of it
has been stayed pending appeal.

7.2 Upon the occurrence of all of the events referenced in
§ 7.1 above, any and all remaining interest or right of
Defendants in or to the Liquidating Trust Fund and the Redress
Fund, if any, shall be absolutely and forever extinguished.

7.3 If all of Ehe conditions specified in ¥ 7.1 are not met
then the Stipulation shall be canceled and terminated subject to
9 7.7 unless Coofdinated Plaintiffs and Defendants mutually agree
in writing to proceed with the Stipulation. |

7.4 The parties acknowledge that upon entry of the Bar
Order the District Court will give the Non-Settling Defendants
the benefit of any offset against any future judgments against

them to which .they are legally entitled. The Settling Parties
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agree that the deterﬁination of the issue of how the offset is to
be calcula£ed, including the calculation of the offset if any
applicable to equitable subordination, will not affect the
finality of this Stipulation so long as the District Court has
entered a Bar Order. Any dispute reéarding'the offset shall be
submitted to the Distridt Court for determination.

7.5 In the event that the Bar Order described in I 7:1(f)
above, or any part or aspect of that order, is reversed on
appeal, this Stipulation shall.remaih in force and effect, but
Plaintiffs agree that any defendant,'including witheout limitation
the Non-Settling Defendant;, being sued by any of the Plaintiffs,
including by Mem5ers of the Class, shall be entitled to an
affirmative defense in that éction, without'the'aésertion of a
cfoss complaint, redﬁcing the amount of its liability to
Plaintiffs, or any of them;'(incluéing a reduction in the amount
by which its claim is equitably subordinated) by the amountxof
that liability for which that Non-Settling Defendant proves that
the Defendants, or any of them, are liable to it under any theory
permitted by‘law. fhis clause is intended to benefit the Non-
Settling Defendants. Plaintiffs, including Membérs of the Class,
agree not to enter into any settlemeht with any Non-Settling
Defendant entitled to assert the defense referred to in tﬁis
paragraph without obtéinihg a release by sﬁch'Non—éettling :
Defendant of all claimé against . the Defendants in substantially
the form of the relggse by the Plaintiffs in favor of the
Defendants.

7.6 Each of the Related Debtors, Brian Chisick, or MBIA

shall have the option to terminate the settlement as set forth in
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® |
the Supplehental Agreement. -The Supplemental Agreement is
incorporated into this Stipulation as though set forth in full
herein and will be filed under seal with the Court.

.7.i In the event that the Stipulation is not approved by
the Court-or the settlement éet forth in the Stipulation is
terminated or failé to become effective in -accordance with its
terms, the Settling Parties shall be restored to their respective
positions_in the Actions as of February 25, 2002. In such event,
the terms and provisions of the Stipulation, any class
certification Qrder‘issued pursuant to this Stipulation, any
representations and warranties made herein, and any definitions
in Section 1 necessary to interpret or effectuate the foregoing
Paragraphs, shall héve no further force and effect with'respect
to the Settling Parties and shall not be used in the Actions or
in any other proceeding for any purpose, and any judgmentior
order entered by the Court in.accordance with the terms of the
Stipulation shall be treated as vacated, nunc pro tunc. No order
of the Coﬁrt or modification or reversal on appeal of any order
of the Court concerning the distributions from the Redress Fund
or the amount of any attorneys; fees, expenses and interest
awardéd by éﬁe Court to the Coordinated Plaintiffs or any of
their counsel shall constitute grounds for cancellatioﬂ or
termination of the Stipulation.

8. Miscellaneous Provisions ‘

8.1 The éettling Parties (a) acknowledge that it is their
intent to conéﬁmmate this agreement; and (b) agree to cooperate
to the extent reasonébly neceésary to effectuate and implement

all terms and-conditions of the Stipulation and to exercise their
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best efforts to accomplish the foregoing terms and conditions of
the Stipulation.

8.2 The Settling Parties agree tﬁé?xiigmgggﬁnt paid to the
Redress Fund and the other terms of the settlement were
negotiated in good faith by tﬁe Settling Parties, and reflect a
settlement that waé reached voluntarily after consultation with
competent'legal counsel. Thé Setfling Parties reserve their
right to rebut, in a manner that such party may determine to be
appropriate, any contention made in any public forum that the
Actions were brought or defended in bad faith or‘without a
reasonable basis.

8.3 Neither the Stipulation nor the settlement, nor any act
performed or document executed pursuantvto'or in furtherénce of
the Stipulation or the settlement: {a) is or may be deemed to be
or may be used as an admission of, or evidence of, the validity
of any Released Claim, or of any wrongdoing or liabiiity of the
Defendants and released Pefsons; or (b) is or may be deemed to be
or may be used as an adﬁiss;on of, or evidence of, any fault or
omission of any of'the Défendants and released Persons in any

civil, criminal, or administrative proceeding in any court,

‘administrative agency, or other tribunal. Defendants and

released Persons may file 'the Stipulation and/or the judgment
approviné the Stipu;ation in any action that may be brought
against them in order to support a defense or counterclaim based
on principles of res judicata, collateral estoppel, release,tgood’
faith settlement, judgment bar or reduction or any other theory
of claim preclusién or issue preclusion or similar defense or
couhterclaim, In the event the Bar Order is reversed on éppeal
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and the provisions of Paragraph 7.5 are operative, Defendants
shall have the right to intervene in any action by or on behalf
of Members of the Class against any Noﬁ:gégzifggﬁbéfendants.

8.4 All agreements made and orders entered during the
course of .the Actions relating to the confidentiality of
information shall survive this Stipulation.

8.5 fhe Stipulation, the Supplemental Agreement, and the
Consent Decrees may be amended or modified only by a written
instrument signed by or on behalf of all Settling Parties who are
signatories to those documen&s or their respective successors-in-
interest, and approved by the Court. !
| 8.6 This Stipulation is not intended to, and does not,
alter, amend or modify any of the provisions of the
Securitization Documents or the respective righﬁs of the
Trusteeé, MBIA, fSA or the Residual Certificateholders
thereunder. .

8.7 This Stipulation, the'Supplemenﬁal Agreement, and the
Consent Decrees are integrated agreeﬁents and constitute the
entire.agreemeht concerning the settlement of the Actions between
Plaintiffs and Defendants. This Stipulation, the Supplemental
Agreement and the Consent Decrees supersedg any prior written
agreement,vincluding without limitation.the Term Sheet, and any
prior or contemporaneous.oral agreement, and cannot be
interpreted, altered, or modified by reference to sucﬁ
agreements. No representafions, warranties, or inducements have
been made to any party concerning the Stipulation, the
Supplemental Agreement and the Consent Decrees other thah
representations, warranties aﬁd covenants contained and
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memorialized in those documents. Except as otherwise provided
herein, each party shall ‘-bear its own costs.

8.8 Counsel for the.Representatiﬁg&ffzzﬁffEfs and the Class
Members are expressly authorized by the Representative Plaintiffs
to take all appropriate action fequired or permitted to be taken
by the Class Members pursuant to the Stipulation to effectuate
iﬁs terms and also are expréssly authorized to enter into any
modifications or amendments to the Stipulation on behalf of the
Class which they deem appropriate.

8.9 Except with respect to the attorneys for the FTC, who
sign subject to the approval of the Commission, and the
representatives of the offices of the State Attorneys General,
who sign subject to the approval of'their‘reépective-Attbrneys
General, each counsel or other Person executing this Stipulation
on behalf of any party hereto hereby warrants that such .Person
has the full authority to do so.

8.10 It is the express intent of the Settiing Parties that

this Stipulation end all litigation and provide complete peace

‘among the Plaintiffs, the Defendants, and their Related Persons

with respect to the claims or conduct alleged or thaf could have
been alleggd with respect to such conduct in the Plaintiffs’
complaints, including the Official Borrowers Committee Complaint.
In furtherance of that objective, all Settling,Parties agree to
be bound by an express covenant of good faith and faifﬂdeaiing
towards the other parties and not to induce or attempt to inducei
any other Person or entity to commence any litigation or other
proceedings against the otheér parties hereto with respect to the
claims and conduct alleged or that could have been alleged with
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respect to such conduct in the Plaintiffs'. complaiﬁts, including
the Official Borrower's Committeé complaint.

8.11 The‘Stipulation may be execufé&ufzhggggbr more
counterparts, and the Settlihg Parties acknowledge ‘that any
facsimile signature shall be treated for all purposes as if it
were an original signature. All executed counterparts.and each
of them shall be deemed to be one and the same instrument. A
complete set of original executed counterpaits shall be filed
with the Court.

8.12 The Stipulation shall be binding upon, and inure to the
benefit of, the ‘successors and assigns of the parties hereto.

8.13 The District Court_shall retain exclusive jurisdiction
with respect to implementation, interpretation,iahd éﬁforcemént
of the terms of this Stibulation unless otherwise agreed; and all
parties héreto consent to the jurisdicction ¢of the Court for
purposes of implementing and enforcing the settlement embodied in
this Stipulation.

8.14 All dollar améunts referenced in this Stipulation are
in United St;tes Dollars.

8.15 This Stipulation shall be considered to have been
negotiated, executed énd delivered, and to be wholly performed,
in the State of California, and the rights and obligations of the
parties to the Stipulation shall be construed and enforced in
accordance with, and governed by, the internal, subsfantive laws
of the State of Caiifornia without giving effect to that State's
choice of law principles. Notwithstanding the foregoing the Bar

Order shall be governed by federal law if the Court so

determines.
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IN WITNESS WHEREOF, the parties hereto have caused the’
Stipulation to be executed, by themselves or their duly

authorized attorneys as appropriate, dated as of February 25,

2002.

ACCEPTED AND AGREED TO:

—

[ VA "\ -

Anne M. McCormlck SO o1, Uﬂ&*bb Aer ‘fﬂ&
behalf of the Federal Trade & g;f g%ndywbix ¢
Commission ”@j\\owuo ;e

Hugh Hegyi, on behalf of the
State of Arizona -

Robyn E. Bmith,>on behalf of
the State of California

en LeClair, on behalf of
..State of Florida

TR Gt ’(J-Aaﬁc-‘s
Jemes—Newkeld, on behalf of
The State of Illinois

Judith Whiting, on behalf of
the Commonwealth of Massachusetts

Alvin A. Narin, on behalf of the
New York State Banking Department
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the Lloyd's Policy or its proceeds, shall apply to applications

to the court made under this paragraph.

T

e R T B s

IN WITNESS WHEREOF, the parties hereto have caused the

Supplemental Agreement to be executed by their duly authorized gﬁ
attorneys, dated as of February 25, 2002.

CCRPT AGREED TO:

Anne M. McCormick, on
behalf of the Federal Trade
Commission

2N 200, foatict 4 Gin.

Hugh Hegyi, on behalf of/the /{/@:-?n' /f/,,,m a?m”"/

State of Arizona

Robyn C, Smith, on behalf of-
the State of California

Stephen LeClair, on behalf of -
the State of Florida _

games Newbold, on behalf of
the State of Illinois

Judith Whiting, on behalf of
<he Commonwealth of Massachusetts

m m LML nFlnru %w%'lh anq-rrmu_rnr LB A L 1D W\m U

Alvin A. Narin, on behalf of the
New York State Banking Department

Larry Gabriel ‘
Attorney for the Official

TOTAL P.B1 8
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ACCEPTED AND AGREED TO:

UL

IN WITNESS WHEREOF, the parties heretd have caused the‘
Stipulation to be executed, by themselves—wr-their duly

authorized attorneys as appropriate, dated as of February 25,

Anne M. McCormick, on _
behalf of the Federal Trade
Commission '

Hugh Hegyi, on behalf of the
State of Arizona )

Robyn C. Smith, on behalf of
the State of California

Stephen LeClair, on pBehalf of
the State of Florida

James Newbold, on beﬁal: of
The State of Illinois

Judith Whiting, on b flof
the Commonwealth Massachusetts

Alvin A. Narin, on behalf of the
New York State Banking Department
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IN WITNESS WHEREOF, the parties hereto have caused the

Stipulation to he executed, by themselves or their duly

e NI

authorized attorneys as appropriate, dated as of February 25,

2002,

ACCEPTED AND AGREED TO:

Anne M. McCormick, on
behalf of the Federal Trade

Commission

Hugh Hegyi, on behalf of the
State of Arizona .

Robyn C. Smith, on behalf of
the State of California

Stephen LeClair, on behalf of
the State of Florida

James Newbold, on behalf of
The State of Illincis

Judith Whiting, on behalf of
the Commnonwealth of Massachusetts

-

-

AlvinTA. rin, on behalf of the
New York State Banking Department
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POWER OF ATTORNEY - GENERAL (includes optional DURABLE POWER OF ATTORNEY]

. - '
KNOW ALL PERSONS BY THESE PRESENTS: That !, __ C / LRS-,

the undersigried (jointly or severaily, if more than one; nereby make, constitute and appoint

leene Fhepin 4D 100x

my true and lawfui Attarney ior me and in my name, place and stead and for my use and benefit:

L \
NN

(a) To ask, demand, sue for, recover, collect and receive each and every sum of money, debt, account, legacy,
becuest, interest, dividend, annuity and demand (which now is or hereafter shall become due, owing or payablel
pelonging to or claimed by me, and to use and take any lawful means for the recovery thereof by legal process or
atherwise, and to execute and deliver a satisfaction or release therefor, together with the right and power to
compromuse or campound any claim or demand;

(. To exercise any or all of the following powers as to reai property, any interest therein ang/or any buriding

srecn: To contract for, purchase, receive and take possession thereof and of evidence of titie thereto; to tease the
same iz~ any term or purpose, including leases tor business, residence, and oil and/or mineral deveiopment; to sell,
exchange, grant or convey the same with or without warranty; and to mortgage, transfer in trust, or otherw:se
encumber or nypothecate the same to secure payment of a negotiable or non- negonabie note or performance of any
ashgauon or agreement.

tc; Vo exerctse any of all of the following powers as to all kinds of personal property and goods, wares and
merchancise, choses in action and other property in possessian ar in action: To contract for, buy, sell, exchange,
transfer ang 1n any legal manner deal in and with the same, and to mortgage, transfer in trust, or otherwise encumber
or hypothecate the same 1o secure payment of a negotiable or non-negotiable note or performance of any otligation
or agreement. ;

{d) To borrow money and to execute and deliver negotiable or non-negotiable notes therefor with or withou:
security; and te ioan money and receive negotiable or non-negotiabie note or performance notes therefor with such
security as he/she shail deem proper; '

{e) -To create, amend, supplement and terminate any trust and to instruct and advise the.trustee of any trust
wherein | am or may be trustor or benefigiary; 10 represent and vote stock, exercise stock rights, accept and deat with
any dividena, distribution or bonus, join in any corporate financing, reorganization, merger, liquidation, consglidation
or other act:on and the axtension, compromise, conversion, adjustment, enforcement or foreclosure, singly or in
conjunction or other action and the extension, compromise, conversion, adjustment, enforcement or foreclosure, singly
or in comunction with others of any corporate stock. bond, by or to me and to give or accept any property and/or
money whether or not equal to or less in value than the amount awing in payment, settlement or satisfaction tr}ereof:

Page 1 of 3

THIS FORM 1S NOT VALID FOR HEALTH CARE DECISIONS. (Use Wolcotts Form 1401 for that purpose.}

Belore you use this form, fill in all blanks, .and make whatever changes are appropriste and necessary to yous particular
transacuon. Consuit a lawyer it you doubt the form’s fitness lor your purpose and use. Wolcatts makes no representation or
warranty, exprass or implied, with respect 1o the marchantability or fitness of this form for an intended use or purpose.

WQOLCOTTS FORM 1400 - Rev.2-01 ipnce ciass 2C) .
POWER OF ATTORNEY - GENERAL hincludes optionol DURABLE POVVER OF ATTORNEY)
8 2001 WOLCOTTS FORMS 677




as may be necessary or proper in the premises.
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(f) To transact business of any kind or class as my act and deed to sign, execute, acknowledge and deliver
-deed, lease, assignment of lease, covenant, indenture, indemnity, agreement, mortgage, deed of trust, assignment
.ortgage or of the beneficial interest under deed.of trust, extension or renawal of any obligation, subordination or
waiver of priority, hypothecation, bottomry, charter-party, bill of lading, bill of sale, bill, bond, note, whether negotiable
or non-negotiable, receipt, evidence of debt, full or partial release or sat:sfactlon*f'"”ortgage judgement and other
debt, request for partial or full reconveyance of deed of trust and such other instruments in writing or any kind or ciass

{g} (Strike if not applicable.}] This Power of Att
principal [and shall remain effec;nve for a period of

disability or incapacity occurs].
{h) [Strike if not applicable.] ' This Power of Attorsev shall become _effective upon the incapacity of the

principal (and shall remain effective for a period of [ /& years after the

disability or incapacity occurs).
{i} It {g) and/or (h) are not stricken, the Notice to Persons Executing Durable Power of Attorney applies.

/orney all not be affected by subsequent incapacity of the -
=1L = years after the

NOTICE TO PERSON EXECUTING DURABLE POWER OF ATTORNEY

A durable power of-attorney is an important legal document. By signing the durable power of attorney, you
are authorizing another person to act for you, the principal. Befote you sign this durable powar of attarney, you shouid
know thesa important facts:

Your agent (attarney-in-fact) has na duty to act unless you and your agent agree otherwise in writing.

This document gives your agent the powers to manage, dispose of, sell, and convey your real and personal
property, and to use your property as security if your agent borrows money on your behalf. This document does not
give your agent the power to accapt or receive any of your property, in trust or otherwise. a2s a gift, unleas you

specifically authorize the agent to accept or receive a gift.
Your agent will havs the right to receive reasonable payment for services provnded under this durable power

of attorney unless you provide otherwise in this power of attorney.
The powers you give your agent will continue to exist for your entire lifetime,
xr of attorney wiil last for a shorter period of time or unless you otherwise terminate the durable power of attcrnev.

Tue powers you give your agent in this durable power of attorney will continue to exist even it you can no longer make
your own decisions raspecting the management of your property.

You can amend or change this durable power of attorney only by executing a new durable power of attorney
or by executing an amendment through the same formalities as an original. You have the right to revake or terminate

this durable power of attcrney at any time, so long as you are competent.
This durable power of attorney must be dated and must be acknowledged before a notary public or signed by

uniess you state that the durable

two witnesses. If it is signed by two witnesses, they must witness either (1) the signing of the pawer of attarney or

(2) the principal’s signing or acknowledgment of his or her signature. A durable power of attarney that may affect real
property should be acknowledged before a notary public so that it may easily be recorded.

You should read this durable power of attorney carefully. When effective, this durable power of attorney will
give your agent the right to deal with property that you now have or might acquire in the future. The durable power
of attorney is important to you. if you do not understand the durable power of attorney, or any provision of it, than,

you should obtain the assistance of an attomey or other qualified person.
NOTICE TO PERSON ACCEPTING THE APPOINTMENT AS ATl’OﬁNEY-IN-FACT

By acting or agreeing to act as the agent (attorney-in-fact} under this power of attorney you assume the
fiduciary and other legal responsibilities of an agent. These respansibilities include:

1. The legal duty to act solgiy in the interest of the principal and to avaid conflicts of interest.

2. The legal duty to keep the principal's propony separate and distinct from any other property owned

or controlled by you.

You may not transfer the principal’s property to yoursolf without full and adequate consideration or accept a
gift of the principal’s property uniess this power of attorney specifically authorizes you to transfer property to yourself
or accept a gift of the principal's property. If you transfer the principal’s property to yourself without specific
authorization in the power of attorney, you may be prosecutad for fraud and/or embezzlement. if the principal is 65

- of age or older at the time that the property is transferred to you without authority, you may also be'prosecuted
.ider abuse under Penal Code Section 368. In addition to criminal prosecution, you may also be sued in civil court.

\

I

THIS FORM IS NOT VALID FOR HEALTH CARE DECISIONS. (Use Wolcotts Form 1401 for that purpose.)
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; = 1 have read the foregoing notice and | understand the legal and flducl uties that | assume by acting Gr

agreeing to act aa the agent (attorney-in-fact) under the terms of this power of attorney.

v 20=0 =00 DMoe M&WZ/WAWSER

GIVING AND GRANTING unto my said Attorney full power and authority to do and perform all and every act
and thing whatsoever requisite, necessary or appropriate to be done in and about the premises as fully to all intents,
and purposes as | might or could do if personally present, hereby ratifying all that my said Attarney shall lawfully do
or cause 1o be done by virtue of these presents. The powers and authority hereby conferred upon my said Attorney
shall be applicable to all real and personal property or interests therein now owned or hereafter acquired by me and
whatever situate. : . .

My said Attorney is empowered hereby to determine in his/her sole discretion the time when, purpose for and
manner in which any power herein conferred upon him/her shall be exercised, and the conditions, provisions and
covenants of any instrument or document which may be executed by him/her pursuant hereto; and in the acquisition
or disposition af ‘real or personal property, my said Attorney shall have exclusive power to fix the terms thersof for

cash, credit and/or property, and if on credit with or without security.
When the context so requiras, the masculine gender includes the feminine and/or neuter, and the singular

. number includes the plural, :
WITNESS my hand this \1) _day of Dodoine - S0 .

N
“aTE OF &\LK‘OC\’I\Q J )

}
COUNTY OF Carvaa Conden ' . .
Oon j h -\D -~ \ . before me, \;?L\ N ‘\1\\ \\E_ ( . Natary Public,

personally appeared -\ Corovoer Qen g 50 O

personally known to me {or provz.d to me on the basis of satisfactory evidence) to be the person{s} whose namels)
is/are subscribed to the within instrument and acknowledged to me that he/she/they executed the same in his/her/their
authorized capacitylies), and that by his/her/their signature(s) on the instrument the persan(s), or the entity upan behalf

of which the person(s) acted, executed the instrument.

WITNESS my hand and official seal.

| c%m m&b)&

Notary Public

We declare under penalty of perjury under the laws of the State of ( A that the person who signed or
acknowledged this document is personally known to us {or proved to us on the basis of convincing avidence) to be
the principal who signed or acknowledged this durable power of attorney in our presence. T

Executed this O\ day of MCLD Lol palela (ﬁ/‘ o
P LMy W ) ,[/ 4~

Witness Witness

THIS FORM IS NOT VALID FOR HEALTH CARE DECISIONS. (Usa Wolcotts Form 1401 for that purpose.)
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5 | Attomeys for the Related Debtors . _ .
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8 UNITED STATES DISTRICT COURT
9 CENTRAL DISTRICT OF CALIFORNIA
10 SOUTHERN DIVISION
o »et | CASE No. SA CV 01971 DOC
128" (Consolidated with SA CV 01-1111 DOC)
Plaintiffs, C
13 v.
141 BRIAN CHISICK, et al.
d I Defendants.
16
DECLARATION OF CPT
17 oMo T BORROWERS | pEGARDING LIST OF PERSONS
18 o WHO HAVE REQUESTED
| Plaintiff, 'EXCLUSION FROM CLASS
i B ACTION SETTLEMENT
20
LEHMAN COMMERCIAL PAPER,
21 JINC. et al;,
22 Defendants. [No hearing required/requested)
-2 The Hon. David O, Carter
; 24
25
26
27 -
28
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I, Henry Arjad declare as follows: e et =

1. I:am thé principal and awner of CPT Group, the court-approved Administrator for
the settlement entered into between the Coordinated Plaintiffs, the First Alliance Related Debtors
and others (the “Administrator™).

2. On April 22, 2002 the Honorable David O. Carter, United States District Judge,
signed and filed his Order Granting Preliminary Approval of Cim Action Settlem;nt. Approving :
Form and Manner of Class Notice, and Scheduling Final Settlement Hearing. Paragraph 8 of that
Order provides that “On or before June 14, 2002, the Administrator shall file with the Court and
serve on all parties a ligt of the names and addresses of the persons who have requested
exclusion.”

3. [n compliance with that Order, the Administrator hereby submits this declaration.
Attached hereto as Exhibit “A™ is 3 list showing the names and addresses of the persons who have
timely requested exclusion from the noticed class action settlement. )

4. Attached as Exhibit “B" is a list showing the name and address c;f each person who
requested exclusion from the noticed class action settlement, but who did not do so in a timeiy
manner. The requests for exclusion included on Exhibit “B” either were not postmarked on or
before June S, 2002, or (if not postmarked) wete not received by CPT on or before June 5, 2002.

Executed on June 13, 2002, at Irvine, California. ' .

I declare unider penalty of perjury under the laws of the United States of America that the

foregoing is true and correct. \

55761600 02 «1-
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