MEMORANDUM

Date: March 16, 2007
To: Members of the NAIC

From: Gail M. Sciacchetano, Deputy General Counsel
Kara Binderup, Staff Attorney

Re: Hogan v. PMI Mortgage, Inc.
Case 3:05-cv-03851-PJH

Executive Summary

The lawsuit alleges that PMI Mortgage Insurance Co. violated the Fair Credit
Reporting Act (FCRA) by not providing appropriate notice when it assigned private
mortgage insurance rates to class members that were higher than the lowest available
based in whole or in part on the class members’ credit reporting information.

This case was originally filed in the U.S. District Court for the Northern District of
California on Sept. 23, 2005.

The settlement provides relief as follows:

A payout of $22.50 per class member and a free credit report from Credco valued at
$15. Attorneys’ fees, in the aggregate, will not exceed $287,500 and costs will not
exceed $30,000. These awards will be separate from settlement benefits available to
class members. The named plaintiffs, Michelle and David Hogan and William and Kay
Cartwright, will be awarded not more than $2,000 per couple as class representatives.

The settlement was preliminarily approved on December 22, 2006, and the final
approval hearing is April 4, 2007.

Domiciliary or other Regulator Involvement

The lawsuit does not allege that PMI overcharged for mortgage insurance premiums.
No regulatory activities are challenged. The issue is the proper provision of notice of
adverse action as required under FCRA.

Contact Information

Settlement information can be obtained by going to the website at:
www.faircreditsettlement.com




History of the Case

The complaint, filed Sept. 23, 2005, alleges that:

Based in whole or in part upon plaintiffs’ credit reporting information, PMI set private
mortgage insurance premiums at a rate other than the lowest available. Plaintiffs
allege:

e this is an adverse action in connection with the underwriting of insurance,

e Defendant failed to provide plaintiffs with notification of the adverse action,

e Defendant does not routinely provide notice to consumers of such adverse action,
and

e Defendant is obligated under FCRA to ensure that consumers receive adverse
action notice

The complaint alleges willful and negligent violation of FCRA.

On May 12, 2006, the District Court dismissed the claims for injunctive and
declaratory relief, holding these remedies are unavailable under FCRA. However, the
court denied the defendant’s motion to dismiss the remaining claims. The court held
that, although FCRA was amended, effective in 2004, to prohibit private actions based
on this particular violation, that amendment could not be given retroactive effect. See
Hogan v. PMI Mortgage Insurance Co., 2006 WL 1310461 (N.D. Cal.).

Terms of the Settlement Proposed in the agreement filed Dec. 21, 2006

Monetary payout of $22.50 per class member

One free credit report from Credco valued at $15 per class member

Attorneys’ fees not to exceed $287,500

Costs not to exceed $30,000

Class representatives award not to exceed $2,000 per couple for the four named
plaintiffs

The settlement agreement defines the class as all persons who paid to their mortgage
lender all or a portion of the premium for a Borrower-paid mortgage insurance coverage
issued by PMI to a mortgage lender from Sept. 23, 2003 to Nov. 6, 2005, where the
premium was higher than the lowest available based upon information in the
individual’s credit report.

PMI believes the potential class could be 38,323 members. The notice of class
settlement (attached) identifies the number of class members per state.

Should you need further information, please do not hesitate to contact Gail Sciacchetano
at 816-783-8019, or Kara Binderup at 816-783-8023.
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