SETTLEMENT AGREEMENT

This Settlement Agreement is made and entered into this 3% day of January, 2006,
between ACC Capital Holdings Corporation (hereafter ACCCH), a Delaware corporation with
its principal place of business in Orange County, California, and the following subsidiaries:
Ameriquest Mortgage Company (hereafter “AMQ”), Town & Country Credit Corporation
(hereafter “TCCC”), and AMC Mortgage Services, Inc. f/k/a Bedford Home Loans (hereafter
“AMC”), and the successors, assigns, predecessors, and any future acquired or created
corporations or other business entities of ACCCH, AMQ, TCCC or AMC, engaged in the Retail
Based origination and funding of real estate secured, owner-occupied, residential mortgage
loans, on the one hand, and th'e states, commonwealths and districts participating in this
Settlement by and through the respective State Attorneys General, state Financial Regulators and
California District Attorneys (hereafter collectively the “Settling States” and individually a
“Settling State™), on the other hand.

I. DEFINITIONS

For purposes of this Agreement, the following Definitions apply (capitalized terms used
in a definition are themselves defined below):

A. “Adjustable Rate Mortgage” means a Loan that has “a variable rate feature” as
used in 12 C.F.R. § 226.18(f).

B. “Ameriquest Party(ies)” means, as the context requires, any ACCCH subsidiary,
including those acquired or formed in the future, involved in the Retail Based origination and
funding of real estate secured, owner-occupied, residential mortgage loans, and also including its
current Retail Based real estate lending subsidiaries AMQ, AMC and TCCC, and the respective
successors and assigns and all the respective employees, officers and directors (solely in their
respective official capacities during the term of their employment or directorship and not in their
individual capacities) of these subsidiaries. This term does not include ACCCH or any
subsidiaries that are not involved in the Retail Based origination and funding of real estate

secured, owner-occupied, residential mortgage loans.



C. “Annual Percentage Rate” or “APR” means the measure of the cost of credit
expressed as a yearly rate, calculated according to the provisions of TILA.

D. “Appraisal” means a written or electronic analysis by an appraiser licensed or
certified under the laws of the applicable state or other jurisdiction to conduct Appraisals of the
value or worth of a single-family or 1-4 unit residential property proposed to serve as collateral
for a Loan. The term does not include reports that estimate the value of residential property by
means of an Automated Valuation Model or AVM.

E. “Appraisal Department” means that department of an Ameriquest Party housing
employees with responsibility for ordering and reviewing appraisals, which is located at the
regional or headquarters office of the Ameriquest Party. It includes members of the Appraisal

and Business Control Groups but does not include any employees who are Sales Personnel.

F. “Borrower” means an individual who has consummated a Loan with an
Ameriquest Party.
G. “Closing” means the process during which a Borrower executes a note and

security instrument regarding a lien on real property in connection with a Loan. In some Settling
States a Closing is referred to as a “settlement” and in others as an “escrow.”

H. “Covered Transactions” means any Loans originated by any Ameriquest Party
during the period January 1, 1999 through and including December 31, 2005.

L “Debt Collector” means a person or entity who is a debt collector as that term is
defined at 15 U.S.C. § 1692a (6), and [insert applicable state law provision, if any].

J. “Discount Points” means fees or charges paid by the Borrower to an Ameriquest
Party at the time of origination of a Loan for the purpose of reducing the interest rate applicable
to the Loan.

K. “District Attorneys” means the District Attorneys of Alameda, Los Angeles,
Merced, Monterey, San Francisco and San Mateo Counties, California.

L. “Effective Date” means March 15, 2006.



M. “Financial Regulator” means the administrative agency or agencies within any
Settling State, which at any time between January 1, 1999 through and including December 31,
2005, exercised regulatory, licensing, examination, supervisory or other administrative
enforcement authority over the Ameriquest Parties with respect to any of the Covered
Transactions.

N. “Fixed Rate Mortgage” means a Loan that is not an Adjustable Rate Mortgage.

0. “Good Faith Estimate” and “GFE” mean an estimate of charges, prepared in
accordance with section 5 of RESPA, which a Borrower is likely to incur in connection with the
Closing of a proposed Loan.

P. “Independent Loan Closer” means any person who is not an employee of the
branch office where the Loan is originated, a spouse, parent, sibling, or child of a branch office
employée, or a spouse of any such person, who has no financial interest in the Loan being closed
other than payment of standard settlement fees and charges, and who is present at the time of
Closing for the purpose of procuring the Borrower’s execution of documents related to the
Closing process.

Q. “Lending Practices” means any representations, misrepresentations, omissions,
disclosures or any other acts, events, facts, transactions, occurrences, or conduct, whether oral,
written or otherwise, by an Ameriquest Party, including its employees or agents, arising out of,
in connection with, or relating to any of the following:

1. Loan types and terms, including Discount Points, interest rates,
origination-related fees, monthly payment amounts, terms of Adjustable Rate and Fixed

Rate Mortgages and Prepayment Penalties.

2. Written disclosures, including the GFE and other documents required to
be provided to a Potential Borrower by any law or otherwise, provided by an Ameriquest

Party.

3. The Borrower benefits of obtaining a Loan from an Ameriquest Party or

from a repeat Refinancing with an Ameriquest Party.



4, Coordination with Debt Collectors.

5. The timely completion of the Underwriting functions and funding of a
Loan.

6. Closing of a Loan.

7. Appraisals.

8. Stated Income Loans.

9. Disclosures to non-English speaking Borrowers and Potential Borrowers.
R. “Loan” means a Retail Based, real estate secured, owner-occupied, residential

mortgage loan originated and funded by an Ameriquest Party.
S. “Material Change in Terms” means:
1. An increase in the interest rate of the Loan of thirty (30) basis points or
more or any increase in Discount Points, other than as the result of trading Discount
Points for interest rate at the affirmative request of the Borrower;
2. Any increase in the repayment term of the Loan;
3. A decrease in the Loan amount greater than one percent (1%);
4, The addition of a Prepayment Penalty; or
5. The change from a Fixed Rate Mortgage to an Adjustable Rate Mortgage.
T. “Non-Prime Loan” means a Loan for which the APR is equal to or greater than
two and one-half percentage points (2.5%) for first-lien loans or five percentage points (5%) for
subordinate-lien loans above the Treasury yield for securities of a comparable period of maturity
as of the fifteenth day of the month in which the interest rate on the Loan is set. Following
receipt of the first Monitor’s Report, due on March 31, 2007, and again upon receipt of the
second Monitor’s Report, due on March 31, 2008, the Compliance Committee shall renegotiate
this provision in good faith with ACCCH and the Ameriquest Parties, taking into account the
Ameriquest Parties’ record of compliance reflected in the Monitor’s Reports and any other

relevant information.



U. “Potential Borrower” means an individual who is seeking or receiving
information about a Loan from an Ameriquest Party Sales Person; provided, however, that
Potential Borrower does not include an individual who receives, but does not respond to,
marketing materials or information, including advertisements.

V. “Prepayment Penalty” means a fee assessed, pursuant to the terms of the Loan
documents, when a Borrower pays off a Loan within a designated period of time after Closing,
but excluding any fee or charge that may be assessed to facilitate Loan pay-off, such as a pay-off
fee, fax fee, reconveyance fee or other fee that is not prohibited under applicable law and would
be payable for the pay-off of any Loan without regard to whether the Loan documents impose
what generally is understood to be a Prepayment Penalty.

W.  “Refinance” means to satisfy one Loan with the proceeds from a new Loan
obtained by the same Borrower(s), using the same property as security. A Refinance does not
include the matters identified in 12 CFR § 226.20(a)(1)-(5).

X. “RESPA” means the federal Real Estate Settlement Procedures Act of 1974, 12
U.S.C. § 2601 et seq., and Regulation X, promulgated pursuant thereto, 24 C.F.R. Part 3500,
including subsequent amendments.

Y. - “Retail Based” means originated and funded by loans by employees or
independent contractors acting in the name and on behalf of the lender directly to consumers. It
does not include other methods of originating loans using third parties, such as mortgage brokers
or loan correspondents.

Z. “Sales Person” or “Sales Personnel” means any employee or employees who
work in the AMC Portfolio Retention Department, at a branch office of any Ameriquest Party or
who otherwise may reasonably be foreseen to have direct communications (whether in person,
telephonically, or by electronic means) with Potential Borrowers for the purpose of originating a
Loan and those who supervise those employees, including regional and area managers.

AA. “Settlement Fund” means the amounts required to be paid under this Settlement

Agreement for consumer restitution and settlement administration.



BB. “State Attorneys General” means the chief legal officer of each state,
commonwealth and the District of Columbia, except for the states of Hawaii and Georgia. For
Hawaii, it means the Executive Director of the Hawaii Office of Consumer Protection, an agency
with statutory authority to represent the State of Hawaii in Consumer Protection Actions. For
Georgia, it means the Administrator of the Fair Business Practices Act, who is authorized by
statute to enter into Settlement Agreements on behalf of the State of Georgia.

CC. “Stated Income Loan” means a Loan where a Borrower is not required to provide
verification or documentation to support all income listed on the Borrower’s application.

DD. “TILA” means the federal Truth-in-Lending Act, 15 U.S.C. §1601 et seq., and
Regulation Z, promulgated pursuant thereto, 12 C.F.R. Part 226, including subsequent
amendments.

EE.  “Underwriting” means the process of approving or denying a Loan based on an
evaluation of the applicant’s creditworthiness and ability to repay the Loan and an Appraisal of
the market value of the residential property proposed to secure the Loan.

II. STIPULATED RECITALS

A. The Settling States have received and investigated consumer complaints, and
conducted examinations with respect to the Lending Practices of the Ameriquest Parties. Based
upon these investigations and examinations, the Settling States have advised ACCCH and the
Ameriquest Parties of their intention to initiate investigative, administrative or judicial
proceedings, as the case may be, against the Ameriquest Parties.

B. ACCCH and the Ameriquest Parties deny all the allegations raised by the Settling
States and have advised the Settling States that they would vigorously defend any attempt by the
Settling States to assert any claim based upon the Settling States’ investigations and
examinations. The Settling States, ACCCH and the Ameriquest Parties acknowledge that any
litigation or administrative proceeding would be protracted and the result would be uncertain.

C. The Settling States acknowledge that ACCCH and the Ameriquest Parties have

cooperated with the Settling States’ investigations and examinations of the Lending Practices.



D. This Settlement Agreement shall not be interpreted as an admission of
wrongdoing by ACCCH or the Ameriquest Parties or as an admission, concession, or evidence of
any alleged fault, misrepresentation, act or omission or any other alleged violation of law, and it
does not represent a formal finding of wrongdoing by any court or administrative agency.

E. In the interest of resolving the issues raised by the complaints, investigations and
examinations and to avoid the risks, loss of time and the costs associated with protracted
litigation, the parties have entered into this Settlement Agreement. ACCCH and the Ameriquest
Parties and the Settling States agree that the relief set forth in this Settlement Agreement is a fair
and reasonable settlement of the claims alleged by the States.

IHI. PAYMENT OF RESTITUTION,

ATTORNEYS’ FEES, INVESTIGATION COSTS

AND OTHER EXPENSES TO THE STATES

A. Payment Obligation of ACCCH. ACCCH is a party to this Settlement

Agreement for the sole purpose of paying restitution and other amounts as set forth below in this
Section III and in Sections V.C.3 and VLE.

B. Payment of Restitution. ACCCH or AMQ shall pay the sum of two hundred

ninety-five million dollars ($295,000,000) for the payment of restitution to Borrowers in the
Settling States. The Settlement Fund shall be divided into two sub-funds:
1. The sum of One Hundred Seventy-Five Million Dollars ($175,000,000)
shall be used to provide restitution to Borrowers who obtained Loans from an Ameriquest
Party during the period of January 1, 1999 to April 1, 2003 (hereafter “Sub-Fund A”).
2. The sum of One Hundred Twenty Million Dollars ($120,000,000) shall be
used to provide restitution to Borrowers who obtained Loans from an Ameriquest Party
between January 1, 1999 and December 31, 2005 (hereafter “Sub-Fund B”).

C. Payment to the Settling States. Within three (3) business days after the

Effective Date, ACCCH or AMQ shall pay, by wire transfer or as otherwise directed, the sum of

Thirty Million Dollars ($30,000,000) to the Settling States for their attorneys fees, investigation



costs, and other expenses related to the investigation and resolution of this matter. The Settling
States, in their sole discretion, shall instruct ACCCH or AMQ regarding the share to be paid to
each Settling State. Each Settling State may use all or part of its share to fund consumer fraud
education, investigation, enforcement operations, litigation, public protection or local consumer
aid, including contributions to develop a national mortgage licensing system. Each Settling State
further retains the right to use any portion of its share for consumer restitution.

D. Payment Schedule. All payments to the Settlement Fund shall be by wire

transfer to the Settlement Administrator and deposited by the Administrator into an interest
bearing account. In the event the Settlement Administrator is not in place at the time any
payment is due, ACCCH or AMQ shall make the payment into an escrow account established for
that purpose with a trustee to be named by the Settling States, who shall deposit the payment
with the Settlement Administrator as soon as one is in place. ACCCH or AMQ shall make the
required payments according to the following schedule:
1. The sum of Forty-five Million Dollars ($45,000,000) shall be paid no later
than three (3) business days after the Effective Date.
2. The sum of Sixty Million Dollars ($60,000,000) shall be paid not later
than ninety (90) days after the date the first payment is due.
3. The sum of Sixty Million Dollars ($60,000,000) shall be paid not later
than one hundred eighty (180) days after the date the first payment is due.
4, The sum of Sixty Million Dollars ($60,000,000) shall be paid not later
than two hundred seventy (270) days after the date the first payment is due.
5. The sum of Seventy Million Dollars ($70,000,000) shall be paid not later
than three hundred sixty five (365) days after the date the first payment is due.

E. Funds to Be Held in Trust. All monies in the Settlement Fund, including

interest income, shall be held in trust for the purposes stated in this Settlement Agreement.

Neither ACCCH nor the Ameriquest Parties shall have any property right, interest, claim or title



to the Settlement Fund or any interest earned thereon once a deposit is made into the Settlement
Fund.

F. Distribution of Restitution to Borrowers.

1. Sub-Fund A, together with accrued net after-tax income, if any, shall be
distributed on a nationwide basis by the Settlement Administrator to Borrowers who
received a Loan from any of the Ameriquest Parties from January 1, 1999, through and
including April 1, 2003, according to a formula to be established by the Settling States.

2. Sub-Fund B, together with accrued net after-tax income, if any, shall be
allocated among each of the Settling States according to each State’s percentage share of

~ the total, combined dollar Loan volume of the Ameriquest Parties, during the period in
which the Covered Transactions occurred. Each Settling State shall use its share of this
Sub-Fund to pay restitution to Borrowers in that State who obtained a Loan from an
Ameriquest Party between January 1, 1999 and December 31, 2005; provided, however,
that the Administrator shall at the instruction of the California Attorney General and the
Alameda County District Attofney, which instruction shall be given jointly in their sole
discretion, transfer that portion of the State of California’s share of Sub-Fund B
designated by the Attorney General and the Alameda District Attorney to the California
Attorney General’s Office for later distribution as directed by the Attorney General and
the Alameda County District Attorney. This designated share shall be in addition to any
amounts paid under Section III.C. Each Settling State shall have sole discretion in
determining the criteria for distributing Sub-Fund B among eligible recipients, including

providing additional restitution to Borrowers also receiving restitution from Sub-Fund A.

G. Qualified Settlement Fund. The fund established by this Settlement Agreement

for the payment of restitution is intended to be a Qualified Settlement Fund within the meaning
of Treasury Regulation Section 1.468B-1 of the U.S. Internal Revenue Code of 1986, as

amended.



IV. INJUNCTIVE RELIEF

The Ameriquest Parties are enjoined with respect to their origination and funding of
Loans from engaging in unfair or deceptive acts or practices and are further enjoined as follows:

A. Scope. The injunctive requirements set forth below are intended as a floor or
minimum requirements governing the conduct of the Ameriquest Parties. Nothing set forth
herein alters the requirements of state or federal law to the extent those laws offer greater
protection to consumers.

B. Disclosure of Loan Terms. The Ameriquest Parties shall not make false,

misleading or deceptive representations regarding Loan terms and shall make the following
disclosures to Potential Borrowers in a clear manner:

1. Oral Disclosures. Ameriquest Parties’ Sales Personnel, whenever they
have obtained Non-Prime Loan pricing information from their respective pricing model
based on credit information provided by a Potential Borrower and that Potential Borrower
has in a conversation with an Ameriquest Party Sales Person agreed to the submission of
a specific Non-Prime Loan proposal for processing (but in no event later than when an
appraisal or loan documents have been ordered, whichever occurs first), shall provide
oral disclosures as follows:

a. Fixed Rate Mortgage - Specific Loan Terms. If the proposed Non-

Prime Loan is a Fixed Rate Mortgage, the Ameriquest Parties’ Sales Personnel

shall provide an oral disclosure in substantially the following form:

“The loan we have been discussing is a [insert term of the loan]
year fixed rate loan for $ [insert loan amount]. The interest rate is
[insert interest rate]%. The monthly payment is $[insert monthly
payment], which does [or does not] include escrows for property
taxes or insurance. Your loan does [or does not] include a

prepayment penalty.”
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