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SUPREME COURT OF THE STATE OF NEW YORK
COUNTY OF NEW YORK

ALEXANDER BAKAL, DAVID and SANDRA
VISHER, and ESM FUND I, L.P., on behalf of Index No.
themselves and all others similarly situated,

Plaintiffs, CLASS ACTION COMPLAINT
V.

U.S. BANK NATIONAL ASSOCIATION, Jury Trial Demanded

Defendant.

1. Plaintiffs are holders of the MASTR Adjustable Rate Mortgage Trust 2006-OA2

("MARM-OA2" or the "Trust") Super Senior Certificates, ("Certificateholders"), and bring this

action on their own behalf and on behalf of all current certificate holders of MARM-OA2,

against defendant U.S. Bank National Association, ("U.S. Bank" or the "Trustee"), to recover

losses suffered by Plaintiffs and the class as a result of U.S. Bank's wrongful conduct.

2. The Trustee had repeated notice of violations of the Pooling and Servicing

Agreement ("PSA") governing the Trust beginning in August 2010 from: (i) the payment of

claims by the Certificate Insurer, Assured Guaranty Municipal Corp., f/kla/Financial Security

Assurance, Inc, ("Assured), to cover shortfalls to certain certificateholders; (ii) an interpleader

lawsuit filed by Wells Fargo Bank, NA ("Wells Fargo") on September 23, 2010 in the United

States District Court for the Southern District of New York, C.A. No. 10-cv-7332, against ESM

Fund I, LP, Assured, and others ("Wells Interpleader Lawsuit"); (iii) notices from Plaintiffs and

their counsel; (iv) notices and reports from the Association of Financial Guaranty Insurers

("AFGI"); (v) monthly reports which demonstrated defaults on mortgages, foreclosures and

auctions; (vi) a lawsuit filed by Assured against UBS Real Estate Securities Inc. ("UBSRESI"),



the sponsor of the Trust, in the Supreme Court of the State of New York, subsequently removed

to the United States District Court for the Southern District of New York, C.A. No. 12-cv-1579,

for breach of contract and declaratory relief arising from its involvement in providing insurance

for three different securitization trusts sponsored by UBSRESI, one of which is the Trust at issue

herein ("Assured Lawsuit"); and, (vii) the abundance of litigation involving loans underwritten

by IndyMac Bank ("IndyMac") and Countrywide Home Loans Inc. ("Countrywide"). Despite

these repeated notices of violations of the PSA, the Trust, and the Trustee, waited until

September 28, 2012 to file a lawsuit against UBSRESI alleging violations of the representations

and warranties in the United States District Court for the Southern District of New York, C.A.

No. 12- CV-7322 ("Trustee Lawsuit").

3. Plaintiffs herein filed a motion to intervene in the Trustee Lawsuit on October 12

2012, which motion was denied on January 11, 2013. The Trustee Lawsuit has not been

resolved, the Court has ruled on motions for summary judgmentand final pretrial submissions

are due by February 12, 2016. The court, in its summary judgmentruling on January 9, 2015,

dismissed several of the Trustee's claims as barred by New York's six year statute of limitations

period.

JURISDICTION AND VENUE

4. This Court has jurisdictionover this proceeding pursuant to CPLR Section 301

because Defendant U.S. Bank maintains offices and regularly conducts business in New York.

This Court also has jurisdictionpursuant to CPLR Section 302 because U.S. Bank, by engaging

in the conduct alleged herein, transacted business and committed tortious acts within New York.

5. Venue is proper in this Court under CPLR Section 503(a) because one or more of

the parties reside in New York County and Plaintiffs designate New York County as the place of
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trial for this action. Venue is also proper in the Court under CPLR Section 503(b) because U.S.

Bank is deemed a resident of New York County by virtue of its appointment as Trustee of the

Trust, which was formed under New York common law.

PARTIES

6. Plaintiff ESM Fund I, LP ("ESM Fund") is a limited partnership organized under

the laws of the State of Delaware, with its principal place of business at 100 Westchester Rd.,

Newton, MA. ESM Fund has full authority, power of attorney and ownership for the following

certificates issued by the Trust:

ESM FUND FACE AMOUNT
Certificate Class Managed by ESM Fund

1-A-1 $5,440,000
1-A-2 $11,631,000

4-A-1-A $3,325,000
4-A-1-B $3,930,000

Total $24,326,000

7. Plaintiff Alexander Bakal has full authority, power of attorney and ownership for

the following certificates issued by the Trust:

ALEXANDER BAKAL FACE AMOUNT

Certificate Class Alexander Bakal
1-A-1 $8,069,000
1-A-2 $11,632,000

4-A-l-A $3,970,000
4-A-1-B $15,509,691

Total $39,180,691
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8. Plaintiffs David and Sandra Visher, ("Visher"), have full authority, power of

attorney and ownership for the following certificates issued by the Trust:

VISHER FACE AMOUNT

Certificate Class Visher
1-A-1 $11,740,000
1-A-2 $11,632,000

4-A-1-A $2,160,000
4-A-1-B $8,507,309

Total $34,039,309

Defendant U.S. Bank National Association

9. U.S. Bank, the Trustee, has its principal office at 60 Livingston Avenue, St. Paul

MN. As of September 29, 2006, U.S. Bank acted as trustee with respect to over 59,000

issuances of securities with an aggregate outstanding principal balance of over $1.9trillion.

10. U.S. Bank has been found, in its role as trustee in connection with other

securitized debt, to have violated basic principles underlying the assignments of mortgages. In

U.S Bank N.A. v. Ibanez, 458 Mass. 637, 941 N.E.2d 40 (2011), the Supreme Court of

Massachusetts found that U.S. Bank could not prove it was the mortgage holder for the property

at issue because U.S. Bank could not present a valid written assignment of the mortgage at issue.

In Ibanez, the Court stated U.S. Bank had failed to abide by basic principles of law, "in the rush

to sell mortgage-backed securities." Id. at 458 Mass. 637, 655. See also Zecevic v. UnitedStates

Bank Nat'l Ass'n, Docket No. 10-E-196, 2011 N.H. Super. LEXIS 51, *9 (Sup. Ct. New Hamp.,

Belnap Cnty, Jan. 20, 2011) (grantingpreliminary injunction against foreclosure proceedings

where U.S. Bank was unable to demonstrate proper chain of title).

11. In April 2011, the Federal Reserve Board, "FRB", the Federal Deposit Insurance

Corp., "FDIC", the Office of the Comptroller of the Currency, "OCC", and the Office of Thrift

Supervision, "OTS", announced formal enforcement actions requiring U.S. Bancorp, "USB", a
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registered bank holding company, which owns and controls U.S. Bank, to address a pattern of

misconduct and negligence related to deficient practices in residential mortgage loan servicing

and foreclosure processing. USB entered into a consent order which required USB to strengthen

its Board of Directors' oversight of enterprise-wide risk management, internal audit and

compliance programs concerning the residential mortgage loan servicing, loss mitigation and

foreclosure activities conducted; to enhance its enterprise risk management program, its

enterprise-wide compliance program, and its internal audit program with respect to residential

mortgage loan servicing, loss mitigation and foreclosure activities and operations. USB was one

of 10 banking organizations subject to formal enforcement actions.

12. Also in April 2011, the OCC took formal enforcement actions against U.S. Bank

as a result of the OCC identifying "certain deficiencies and unsafe or unsound practices in

residential mortgage servicing and [U.S. Bank's] initiation and handling of foreclosure

proceedings." In fact, the OCC Consent Order held that:

(1) The Bank is among the largest servicers of residential mortgages in the United
States and services a portfolio of 1,400,000 residential mortgage loans. During the recent
housing crisis, a large number of residential mortgage loans serviced by the Bank became
delinquent and resulted in foreclosure actions. The Bank's foreclosure inventory grew
substantially from 2008 through 2010.

(2) In connection with certain foreclosures of loans in its residential mortgage
servicing portfolio, the Bank:

(a) filed or caused to be filed in state and federal courts affidavits executed by its
employees making various assertions, such as the amount of the principal and interest due or the
fees and expenses chargeable to the borrower, in which the affiant represented that the assertions
in the affidavit were made based on personal knowledge or based on a review by the affiant of
the relevant books and records, when, in many cases, they were not based on such personal
knowledge or review of the relevant books and records;

(b) filed or caused to be filed in state and federal courts, or in local land records
offices, numerous affidavits that were not properly notarized, including those not signed or
affirmed in the presence of a notary;
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(c) failed to devote to its foreclosure processes adequate oversight, internal controls,
policies, and procedures, compliance risk management, internal audit, third party management,
and training; and

(d) failed to sufficiently oversee outside counsel and other third-party providers
handling foreclosure-related services.

13. In June 2015, the OCC found that U.S. Bank (together with five other servicers,

including Wells Fargo), was still failing to comply with the standards imposed by the regulators

in 2011. As a result, the OCC has restricted the servicing operations of U.S. Bank, requiring it to

seek permission from the Comptroller to name senior serving managers, set up offshore call

centers or acquire mortgage servicing businesses, which collects payments and handles

foreclosures.

RELEVANT NON-PARTIES

Nominal Defendant MASTR OA-2 (the "Trust")

14. The "Trust," a New York common law trust, was established under the PSA dated

as of October l, 2006, among UBSRESI, U.S. Bank, Mortgage Asset Securitization Transactions

Inc., as depositor, Wells Fargo, the Master Servicer, Trust Administrator, and Custodian, and

Clayton Fixed Income Services Inc., the Credit Risk Manager. It is a securitization trust from

which investors are entitled to receive interest and/or principal proceeds in accordance with the

terms of the PSA. The PSA sets forth various terms and conditions pursuant to which all

signatory parties have certain rights and obligations. The PSA was incorporated into the

Certificates held by Plaintiffs and Plaintiffs have contractual rights under the PSA.

15. The Trust issued 28 classes of certificates pursuant to a Prospectus Supplement

dated November 14, 2006 filed with the Securities and Exchange Commission ("SEC")

("Prospectus Supplement"), raising proceeds in excess of $2 billion. The certificates were

backed by a pool consisting of four groups of first lien, adjustable-rate mortgage loans (the



"loans"). The value of the certificates thus depended at the time of their issuance and still

depends on the ability of the mortgagors to repay the loan principal and interest and the adequacy

of the collateral in the event of a default.

UBSReal Estate Inc.

16. UBSRESI is the Transferor and Sponsor of the Trust. Its address is 1285 Avenue

of the Americas, New York, New York. UBSRESI is a subsidiary of UBS Americas ("UBS").

UBSRESI acquired the underlying mortgage loans, which it conveyed to the Trust, which in turn

issued residential mortgage-backed securities ("RMBS" or "Certificates") that UBS marketed

and sold to investors, pursuant to the Prospectus Supplement. As stated in the Prospectus

Supplement, UBSRESI had been engaged in the securitization of a variety of assets since 1983.

During the 2003, 2004, 2005, and 2006 fiscal years, UBSRESI securitized approximately $26.6

billion, $26 billion, $18billion and $13.7billion, respectively, of financial assets.

17. UBS is being investigated by the SEC and others to determine whether UBS

improperly sold collateralized debt obligations linked to the subprime mortgage loans at the

center of the credit crisis. The New York Attorney General has subpoenaed UBS, among other

financial firms, in connection with an investigation into whether the firms misled the ratings

agencies about mortgage backed securities in order to obtain higher ratings on the RMBS they

issued.

18. UBS has also been a focus of investigation by Swiss authorities. On December

24, 2007, Swiss regulators announced that the Swiss banking department charged with oversight

of Swiss investment banks would be initiating a full investigation into how UBS Securities

incurred massive losses in connection with the subprime markets in the United States, resulting

in its taking a $10 billion write-down in its mortgage-backed investments. In April 2008, UBS
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presented Swiss banking regulators with a report in which UBS admitted that its losses in the

U.S. subprime mortgage market were due to a litany of errors, including inadequate risk

management and a focus on revenue growth.

19. In UBS's SEC filing, for the second quarter 2012, UBS's balance sheet, as of

June 30, 2012, reflected a provision of $117million "based on our best estimate of the loss

arising from certain loan repurchase demands received since 2006." This was an increase from

$93 million at the end of the third quarter 2011, and $87.5 million at the end of the second

quarter 2011. This amount was particularly troublesome to the Association of Financial

Guaranty Insurers ("AFGI"), a trade association of financial guaranty insurers and reinsurers. In

fact, the Executive Director of AFGI wrote to Sergio Ermotti, the Group Chief Executive Officer

of UBS, among others, in November 30, 2011, urging him to substantially revise the balance

sheet provisions as AFGI "estimate[s] that the obligations of UBS in respect of the securities

insured by AFGI members aggregate billions of U.S. dollars." This estimate was supported by

the fact that "a number of AFGI members have initiated lawsuits against UBS to enforce

obligations of UBS in respect of RMBS underwritten and/or securitized by UBS, Another AFGI

member has already submitted well more than $800million of loan repurchase demands and has

indicated an expectation to submit total demands aggregating in the range of $4 billion."

20. UBS and UBSRESI were sued in 2011 by the Federal Housing Finance Agency,

as conservator for the Federal National Mortgage Association and the Federal Home Loan

Mortgage Corporation, "FHFA", which alleged that the FHFA was fraudulently induced to

purchase over $6.4 billion in RMBS issued in connection with twenty-two UBS sponsored

and/or UBS-underwritten securitizations in violation of the federal securities laws and certain

state codes. None of these purchases involved the Trust at issue herein. See FHFA v. UBS, Civil
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Action No. 11-05201 (S.D.N.Y.). In May 2012, the Honorable Denise Cote, U.S.D.J., denied in

part and granted in part UBS's motions to dismiss. The court noted that "the 2007 reports,

lawsuits and investigations regarding loan origination practices cited by defendants may have

signaled a potential for problems in the RMBS market generally - - and may, as plaintiffs

suggest, have triggered a duty on the part of defendants to scrutinize the loans in their

securitizations more closely." 2012 U.S. Dist. LEXIS 63506, *35 (S.D.N.Y. May 4, 2012). The

court also noted "that the [plaintiffs] were entitled to assume that defendants had made diligent

efforts to ensure that the originators' dubious lending practices did not infect the particular loans

included in these securitizations." Id. Subsequently, in July 2013, FHFA settled the lawsuit with

UBS, and UBSRESI and others for $885million.

WeHsFargo Bank, N.A.

21. Wells Fargo Bank, N.A., "Wells Fargo," is the Trust Administrator, Master

Servicer, and Custodian for the Trust. Wells Fargo's principal corporate trust offices are located

at 9062 Old Annapolis Road, Columbia, Maryland 21045-1951, and its office for certificate

transfer services is located at Sixth Street and Marquette Avenue, Minneapolis, Minnesota

55479.

22. In April 2011, the FRB, the FDIC, the OCC, and the OTS announced formal

enforcement actions requiring Wells Fargo & Co. ("WFC"), a registered bank holding company,

which owns and controls Wells Fargo, to address a pattern of misconduct and negligence related

to deficient practices in its residential mortgage loan servicing and foreclosure processing. WFC

entered into a consent order which required WFC to strengthen its Board of Directors' oversight

of enterprise-wide risk management, internal audit and compliance programs concerning the

residential mortgage loan servicing, loss mitigation and foreclosure activities conducted and to

-9 -



enhance its enterprise risk management program, its enterprise-wide compliance program, and

its internal audit program with respect to residential mortgage loan servicing, loss mitigation and

foreclosure activities and operations. WFC was one of ten banking organizations subject to

formal enforcement actions.

23. Additionally in April 2011, Wells Fargo entered into a Consent Order with the

OCC as a result of the OCC identifying "certain deficiencies and unsafe or unsound practices in

residential mortgage servicing and [Wells Fargo's] initiation and handling of foreclosure

proceedings." The Comptroller found:

(1) The Bank is among the largest servicers of residential mortgages in the United
States, and services a portfolio of 8,900,000 residential mortgage loans. During the recent
housing crisis, a substantially large number of residential mortgage loans serviced by the Bank
became delinquent and resulted in foreclosure actions. The Bank's foreclosure inventory grew
substantially from January 2009 through December 2010.

(2) In connection with certain foreclosures of loans in its residential mortgage
servicing portfolio, the Bank:

(a) filed or caused to be filed in state and federal courts affidavits executed by its
employees or employees of third-party service providers making various assertions, such as
ownership of the mortgage note and mortgage, the amount of the principal and interest due, and
the fees and expenses chargeable to the borrower, in which the affiant represented that the
assertions in the affidavit were made based on personal knowledge or based on a review by the
affiant of the relevant books and records, when, in many cases, they were not based on such
personal knowledge or review of the relevant books and records;

(b) filed or caused to be filed in state and federal courts, or in local land records
offices, numerous affidavits or other mortgage-related documents that were not properly
notarized, including those not signed or affirmed in the presence of a notary;

(c) litigated foreciosure proceedings and initiated non-judicial foreclosure
proceedings without always ensuring that either the promissory note or the mortgage document
were properly endorsed or assigned and, if necessary, in the possession of the appropriate party
at the appropriate time;

(d) failed to devote sufficient financial, staffing and managerial resources to ensure
proper administration of its foreclosure processes;
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(e) failed to devote to its foreclosure processes adequate oversight, internal controls,
policies, and procedures, compliance risk management, internal audit, third party management,
and training; and,

(f) failed to sufficiently oversee outside counsel and other third-party providers
handling foreclosure-related services.

(3) By reason of the conduct set forth above, the Bank engaged in unsafe or unsound
banking practices.

24. In July 2011, WFC agreed to pay a civil money penalty of $85 million to the

Board of Governors of the FRB as a result of an Order to Cease and Desist and Order of

Assessment of a Civil Money Penalty Issued upon Consent arising from a targeted investigation

of consumer lending operations primarily involving home mortgage lending. Additionally, as a

result of unsafe and unsound banking practices, unfair or deceptive acts or practices with the

meaning of the Federal Trade Commission Act and violations of various state laws pertaining to

fraud and false or misleading statements in home mortgage loan-related documents, WFC was

required to submit a plan for overseeing fraud prevention and detection, and overseeing

compliance with applicable federal and state laws pertaining to unfair or deceptive acts or

practices.

25. The $85 million civil money penalty was one of the largest penalties which the

FRB has assessed in a consumer-protection enforcement action and was the first formal

enforcement action taken by a federal bank regulatory agency to address alleged steering of

borrowers into high-cost, subprime loans. The subsidiary, Wells Fargo Financial, made

subprime loans that primarily refinanced existing home mortgages in which borrowers received

additional money from the loan proceeds in so-called cash-out refinancing loans. The order

addressed allegations that Wells Fargo Financial sales personnel steered borrowers who were

potentially eligible for prime interest rate loans into loans at higher, subprime interest rates,
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resulting in greater costs to borrowers. The order also addressed separate allegations that Wells

Fargo Financial sales personnel falsified information about borrowers' incomes to make it appear

that the borrowers qualified for loans when they would not have qualified based on their actual

incomes. The FRB said these practices were allegedly fostered by Wells Fargo Financial's

incentive compensation and sales quota programs and the lack of adequate controls to manage

the risks resulting from these programs. These deficiencies allegedly constituted unsafe and

unsound banking practices and unfair or deceptive acts or practices that were prohibited by the

Federal Trade Commission Act and similar state laws.

26. In December 2011, the Massachusetts Attorney General, and the New York

Attorney General, sued Wells Fargo and others in connection with their rules in allegedly

pursuing illegal foreclosures, as well as deceptive loan servicing. They alleged that Wells Fargo

and four other national banks used fraudulent documentation in the foreclosure process,

including so-called robo-signing, foreclosed without holding the actual mortgage, undermined

the public land record system through the use of MERS, a private electronic registry system, and

misrepresented loan modification programs. After months of negotiations, in February 2012, 49

state attorneys general and the federal government announced a historic joint state-federal

settlement with the Country's five largest mortgage servicers, of which Wells Fargo was one.

The settlement provides as much as $25 billion in relief to distressed borrowers and direct

payments to states and the federal government. In addition to the monetary allocations, the

settlement required comprehensive reforms of mortgage loan servicing. The mandated standards

covered all aspects of mortgage servicing, from consumer response to foreclosure

documentation. To ensure that the banks meet the new standards, the settlement was recorded

and enforceable as a court judgment.Compliance was to be overseen by an independent monitor
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who will report to the attorneys general and the court. Wells Fargo entered into a Consent Order

dated April I1, 2012, in which Wells Fargo agreed to pay $1 billion into an escrow account,

provide $3.4 billion of relief to consumers who meet certain eligibility requirements and $903

million of refinancing relief to consumers who meet certain eligibility requirements. In October

2012, the U.S. Attorney for the Southern District of New York claimed that Wells Fargo engaged

in a "longstanding and reckless trifecta of deficient training, deficient underwriting and deficient

disclosure, all while relying on the convenient backstop of government insurance." Manhattan

U.S. Attorney filesMortgage Fraud Lawsuits Against Wells Fargo (Oct. 9, 2012)

27. In addition to the regulatory actions, Wells Fargo's systemic violations of

representations and warranties concerning loans it originated were subject to numerous RMBS

lawsuits. In 2011, Wells Fargo settled for $125 million a lawsuit brought in California, General

Retirement System of the City of Detroit v. The Wells Fargo Mortgage Backed Securities 2006-

ARl8 Trust, et al, No. 09-cv-1376 (N.D. Cal.), after the court found that the private investor

plaintiffs had adequately pled that "variance from the stated [underwriting] standards was

essentially [Wells Fargo's] norm" and that this conduct "infected the entire underwriting

process." Ïn re WellsFargo Mortgage-Backed Certificates Litig., 712 F. Supp. 2d 958, 971-72

(N.D. Cal. 2010),

Assured Guaranty Municipal Corp

28. Assured is a financial guaranty insurance company which provided a guaranty of

the Trust's payments to investors on certain classes of certificates in the event that payments on

the underlying mortgage loans were insufficient ("Insured Certificates").' Assured paid out

millions of dollars and subsequently, in its litigation with respect to this Trust and two other

* Assured provided insurance to Class 1-A-3, 2-A-3 and 4-A-2 certificates, totaling $224
million principal amount backed.
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securitizations, the court upheld Assured's claims of breach of contract with respect to the

mortgage representations in the PSA and breach of contract with respect to UBSRESPs

obligations under its commitment letter that the AAA and Aaa ratings issued by the ratings

agencies were procured by UBSRESI's conveying false and misleading data and information

concerning the loans underlying the securities. In May 2013, Assured voluntarily dismissed its

lawsuit after it reached an undisclosed settlement with UBSRESI.

THE LOAN ORIGINATORS

29. Two of the largest culprits of the degradation of underwriting criteria that

occurred during the past decade were Countrywide and IndyMac - the principal originators of

the loans in the Trust. It is now almost universally acknowledged that Countrywide and IndyMac

wholly disregarded underwriting standards in their effort to make immense profits by originating

loans and then selling them into securitizations. While these deceptive but undisclosed practices

were tremendously profitable to these companies for several years, they ultimately resulted in the

collapse of Countrywide and IndyMac. The collapse of Countrywide and IndyMac led to a

plethora of litigation and investigations, both federal and state, both criminal and civil, and hours

of testimony before federal and state governmental and legislative authorities. The testimony put

forth in these matters shows that any trustee for any certificateholder for which Countrywide

and/or IndyMac was a servicer should have been on notice to re-examine carefully the

underlying loan information in order to assure compliance under Sections 2.01 and 2.02 and

Article 8 of the PSA.

IndyMac Bank

30. IndyMac was a federal savings bank located in Pasadena, California which

originated 37.47% of the loans in the Trust. IndyMac was one of the ten largest residential
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mortgage originators and servicers in the United States. On July 11, 2008, the Office of Thrift

Supervision seized IndyMac. The collapse of IndyMac was the second largest failure of a thrift

banking institution in U.S. history. The bank and its principal officers are currently the targets or

subjects of investigations by the FBI, the FDIC, the SEC, and numerous lawsuits alleging

violations of federal and state securities laws.

31. IndyMac was the subject of a February 26, 2009 report issued by the Office of

Inspector General ("OIG") of the U.S. Department of Treasury entitled "Safety and Soundness:

Material Loss Review of IndyMac Bank, FSB" (the "OIG Report"). The OIG Report found that

IndyMac Bank had "embarked on a path of aggressive growth" that was supported by its high

risk business strategy of "originating...Alt-A loans on a large scale" and then "packag[ing] them

together in securities" and selling "them on the secondary market" to investors. OIG Report at 2,

6, 7. The OIG Report further stated that: "To facilitate this level of [loan] production ...

IndyMac often did not perform adequate underwriting." Id. at 2.

32. According to a complaint filed by the SEC, SEC v. Abernathy, No. CV11-01308

(C.D. Cal. Feb. 11, 2011), in 2007, Blair Abernathy, who at the time was IndyMac's executive

vice president, "made misleading statements about the quality of the loans in six IndyMac

offerings of residential mortgage-backed securities totaling $2.5billion." Sarah N. Lynch, "SEC

Charges Ex-IndyMac Execs With Fraud," Reuters, Feb. 11, 2011. Specifically,

Abernathy received internal monthly reports showing that 12% to 18% of
a random sample of IndyMac Bank's loans contained misrepresentations
regarding important information about the loans' characteristics (such as a loan's
status as an owner-occupied loan or its loan-to-value ("LTV") ratio) and/or the
borrowers' creditworthiness (such as a borrower's identity, income, or debt load).
Despite receiving those monthly reports showing that a significant percentage of
loans contained misrepresentations, Abernathy negligently failed to take
reasonable or responsible steps to ensure that the RMBS offering documents,
which had been prepared by inside and outside counsel, included accurate
disclosures concerning the loans in the RMBS or notified investors that the
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presented information was materially misleading in light of IndyMac Bank's
monthly reports... These six offerings have experienced substantial loan
delinquencies and ratings downgrades.

33. In a settlement with the SEC, Abernathy agreed to pay a fine and "consented to

the issuance of an administrative order...suspending him from appearing or practicing before the

SEC as an accountant." SEC Press Release, "SEC Charges Former Mortgage Lending

Executives With Securities Fraud," Feb. 11, 2011.

34. Similarly, a February 2009 report by the Treasury Department's Inspector

General noted that IndyMac issued "shaky loans based on inflated property values." William

Heisel, "Federal Regulators Ignored Problems At IndyMac, Report Finds: The Treasury

Department's Inspector General Says The Office Of Thrift Supervision Missed Key Signals

Pointing To Shaky Loans, Leading To The Mortgage Lender's Collapse Last Summer," Los

Angeles Times, Feb. 27, 2009. The report cited an instance where a borrower took out a

$926,000loan to buy what was supposedly a $1.4million home. According to Inspector General

Eric Thurson, when the buyer defaulted "[t]he property went up for sale for $599,000." Id. The

report also found that "in one case IndyMac sought multiple appraisals on a property that ranged

from $500,000 to $5 million." Id. Assistant Inspector General Maria Freedman noted that

IndyMac used the $5million appraisal "'because their goal was to get these loans done and make

a profit.'" Id.

35. A June 30, 2008 report issued by the Center for Responsible Lending ("CRL")

also found that IndyMac often ignored its stated underwriting and appraisal standards and

encouraged its employees to approve loans regardless of the borrower's ability to repay them.

See IndyMac: What Went Wrong? How an 'Alt-A' Leader Fueled its Growth with Unsound and

Abusive Mortgage Lending (the "CRL Report"). For example, the CRL Report noted that
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IndyMac "engaged in unsound and abusive lending practices" and "allowed outside mortgage

brokers and in-house sales staffers to inflate applicants' [financial information] ...[to] make them

look like better credit risks." See CRL Report at 2, 8. Further, former IndyMac employees

stated that they relied on "bogus appraisals" in giving out loans and that employees "were

intimidated by higher-ups and told they would be fired if they tried to block fraudulent

appraisals." Id. at 2, 13.

Countrywide Home Loans, Inc

36. Countrywide was the originator of 47.51% of the loans in the Trust. Shortly after

a March 2008 announcement which disclosed that the FBI was investigating Countrywide for

financial fraud, in July 2008, Countrywide was acquired by Bank of America.

37. Countrywide has also been the subject of numerous investigations and actions

concerning its lax and deficient underwriting practices, as well as its role in creating defective

chains of title.

38. An executive of Countrywide testified to the processes at Countrywide which

resulted in a failure of trustees in fulfilling their functions under pooling and servicing

agreements. For example, in Kemp v. Countrywide Home Loans, Inc., No. 08-18700-JHW, Slip.

Op., at 10-11 (Bkrtcy. D.N.J. Nov. 16, 2010), Linda DeMartini, the operational team leader of

Countrywide's Litigation Management Department, testified that the original note was always

located in the Countrywide origination file and that the servicer [a Countrywide entity] actually

retained possession of the original note, as opposed to transferring the note to the trustee. Ms.

DeMartini also testified that the Countrywide "Documents Department" was charged with

imaging and storing the original documents. See Kemp v. Countrywide Home Loans, Inc., No.

08-18700-JHW, Slip. Op., at 10-11 (Bkrtcy. D.N.J. Nov. 16, 2010). In Kemp, the Court found
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that the trustee, Bank of New York, did not come into possession of the note, and therefore was

not a holder of the note. Id at 12.

39. There is also testimony that notes for properties serviced by Countrywide were

not endorsed to trustees. See Kemp v. Countrywide Home Loans, Inc., No. 08-18700-JHW, Slip.

Op., at 10-11 (Bkrtcy. D.N,J. Nov. 16, 2010)(finding Countrywide's claim disallowed as

unenforceable because the owner of note must, but never did, take possession of the note and the

note was not properly endorsed upon sale of note and mortgage to trustee, Bank of New York).

Without these endorsements, the trustee cannot enforce the note against the maker of the note -

prohibiting foreclosure. Id at 14.

40. In June 2009, the SEC initiated a civil action against Countrywide executives

Angelo Mozilo (founder and Chief Executive Officer), David Sambol (Chief Operating Officer),

and Eric Sieracki (Chief Financial Officer) for securities fraud and insider trading. In a

September 16, 2010 opinion denying these defendants' motions for summary judgment,the

United States District Court for the Central District of California found that the SEC raised

genuine issues of fact as to, among other things, whether the defendants had misrepresented the

quality of Countrywide's underwriting processes. The court noted that the SEC presented

evidence that Countrywide "routinely ignored its official underwriting to such an extent that

Countrywide would underwrite any loan it could sell into the secondary mortgage market," and

that "a significant portion (typically in excess of 20%) of Countrywide's loans were issued as

exceptions to its official underwriting guidelines ...." The court concluded that "a reasonable

jury could conclude that Countywide all but abandoned managing credit risk through its

underwriting guidelines ...." S.E. C. V Mozilo, No. CV 09-3994, 2010 WL 3656068, at *10 (C.D.

- 18 -



Cal. Sept. 16, 2010). Mozilo, Sambol, and Sieracki subsequently settled with the SEC on

October 15, 2010 for $73million.

41. The testimony and documents made available by way of the SEC's investigation

confirm that Countrywide was systematically abusing "exceptions" and low-documentation

processes in order to circumvent its own underwriting standards. For example, in an April 13,

2006 e-mail, Mozilo wrote to Sieracki and others that he was concerned that certain subprime

loans had been originated "with serious disregard for process [and] compliance with guidelines,"

resulting in the delivery of loans "with deficient documentation." Mozilo further stated that "I

have personally observed a serious lack of compliance within our origination system as it relates

to documentation and generally a deterioration in the quality of loans originated versus the

pricing of those loan[s]."

42. In January 2011, the FCIC issued its final report, which detailed, among other

things, the collapse of mortgage underwriting standards and subsequent collapse of the mortgage

market and wider economy. The FCIC Report singled out Countrywide for its role:

Lenders made loans that they knew borrowers could not afford and that
could cause massive losses to investors in mortgage securities. As early as
September 2004, Countrywide executives recognized that many of the loans they
were originating could result in "catastrophic consequences." Less than a year
later, they noted that certain high-risk loans they were making could result not
only in foreclosures but also in "financial and reputational catastrophe" for the
firm. But they did not stop.

See FCIC Report, at xxii.

43. Countrywide has been sued by various insurance companies as well as by, the

Federal Home Loan Bank of Seattle, and the Federal Housing Finance Agency, as conservator

for the Federal National Mortgage Association and the Federal Home Loan Mortgage

Corporation who alleged that they were fraudulently induced and/or purchased residential
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mortgage backed securitizations of mortgage loans originated or acquired by Countrywide for

breaches of contract, breaches of the representations and warranties and indemnification. See,

MBIA Insurance Corp. v. Countrywide, Supreme Court of the State of New York, Index No

602825/08; Syncora Guarantee Inc. v. Countrywide, Supreme Court of the State of New York,

Index No. 650042/09; FHLB v. Countrywide, Superior Court of Washington for King County

09-2-46321-2 and FHFA v. Countrywide, United States District Court for the Southern District

of New York, C.A. No. 11-06916

44. Illinois Attorney General Lisa Madigan testified to the Financial Crisis Inquiry

Commission ("FCIC") on January 14, 2010, that her investigation of Countrywide had

uncovered that Countrywide:

• in relentless pursuit of greater market share, engaged in a wide range of deceptive
mortgage lending practices, including the erosion of underwriting standards, particularly through
the use of stated-income loans to qualify borrowers for loans that they could not actually afford;

• engaged in a pattern and practice of qualifying borrowers at "teaser" interest rates
in hybrid ARMs, as opposed to qualifying them at the fully indexed and fully amortizing interest
rates, setting borrowers up for payment shock when the rates adjusted;

• deceptively sold complex loan products with extremely risky features to
borrowers who did not understand and could not afford them; and

• structured unfair loan products with risky features, oftentimes combining several
layers of risky features into one loan - for example, a stated income 2/28 hybrid ARM with a
loan-to-value ratio of over 95 percent, for which the borrower was qualified only at the initial
teaser rate - which set borrowers up for unaffordable mortgage payments when their rates reset.

45. In June 2011, Countrywide reached a settlement with Bank ofNew York Mellon,

as trustee for numerous RMBS securitizations, and other investors in 530 RMBS trusts created

between 2004 and 2008 to pay $8.5 billion to settle claims that Countrywide sold poor-quality

mortgage-backed securities that went sour when the housing market collapsed. This

unprecedented RMBS settlement put U.S. Bank on notice of the magnitude of Countrywide's
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fraudulent conduct. In January 2014, New York Supreme Court Justice Kapnick approved the

settlement, resolving putback claims across all 530 Countrywide RMBS trusts.

Clayton Fixed Income Services

46. Clayton Fixed Income Services, "Clayton," was the Credit Risk Manager

responsible for advising the servicers regarding certain delinquent and defaulted loans and in

monitoring and reporting to the depositor on the performance of such loans and the collection of

any prepayment charges with respect to the loans. Clayton relied upon mortgage loan data

provided to it by Countrywide, IndyMac and other loan originators.

47. Between the first quarter of 2006 and the second quarter of 2007, Clayton

reviewed more than 911,000 mortgages for large investment banks that sold them in security

pools. Testifying before the FCIC on September 23, 2010, Keith Johnson ("Johnson"), the

former President and Chief Operating Officer of Clayton, told the FCIC that only 54% of the

loans reviewed met the standards that these investment banks were advertising to investors. The

other 46% were "bad loans" written on unchecked information such as borrower stated income.

Of all 911,000 mortgages reviewed, Clayton detected some minor fault in about 18% of them

that were still eligible for securitization, but rejected 28% for approval. However, Johnson said

that securitizers waived through 39% of the loans that Clayton rejected.

48. The documents Clayton provided for the FCIC hearing reveal that the rates at

which UBS waived rejections of loans that Clayton had reviewed and rejected increased in the

period leading up to the issuance of the Trust.2 The Clayton trending data from the FCIC hearing

indicated that waivers for loans originated by Countrywide were among the highest of reviewed

2 Clayton Holdings, All Clayton Trending Reports: 1st Quarter2006 -- 2nd Quarter2007, as
presented at the Financial Crisis Inquiry Commission Hearing, September 23, 2010, available at:
http://www.feic.gov/hearings/pdfs/2010-0923-Clayton-All-Trending-Report.pdf.
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loans from all four of the top sellers in the January 2006 through June 2007 timeframe.3 From

the second quarter of 2006 through the second quarter of 2007, at least 10 percent of rejected

Countrywide loans were waived by UBS, with waivers in the third quarter of 2006 being in

excess of 15 percent of the loans, and more than 25 percent of the loans in the second quarter of

2007.

U.S. BANK'S CONTRACTUAL OBLIGATIONS

49. The PSA sets forth U.S. Bank's contractual duties and obligations.

50. The PSA requires the depositor to deliver to and deposit with, or cause to be

delivered to and deposited with U.S. Bank, the mortgage files, which must at all times be

identified in the record of U.S. Bank as being held by or on behalf of the Trust. The PSA

requires U.S. Bank to acknowledge receipt of the mortgage files on behalf of the Trust. Wells

Fargo, as Custodian received, on behalf of U.S. Bank, the mortgage files for each mortgage loan

as set forth in Section 2.01 of the PSA. The Custodian then had to deliver 90 days after the

Closing Date a Final Certification after which the Trustee had to review and notify if there were

any document defects. Section 2.02.

51. To protect the Trust and its Certificateholders, the PSA required U.S. Bank to

give prompt written notice to UBSRESI upon its discovery of a breach of a representation or

warranty which materially and adversely affects the value of the related Mortgage Loan (i.e., the

interests of the Certificateholders) and to take specific actions to enforce the rights of the Trust

with respect to the breach.

3 Clayton Holdings, Clayton Originator Trending Report, as presented at the Financial Crisis
Inquiry Commission Hearing, September 23, 2010, available at:
http://www.feic.gov/hearings/pdfs/2010-0923-Clayton-Originator-Trending-Report.pdf.
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52. Thus, PSA Section 2.03 Remedies for Breaches of Representation and Warranties

provides:

Upon discovery by any of the Depositor, the Certificate Insurer, the
Transferor, the Master Servicer, the Trust Administrator or the Custodian of a
breach of a representation or warranty made by the Transferor pursuant to this
Section 2.03 that materially and adversely affects the interests of the
Certificateholders or the Certificate Insurer in any Mortgage Loan, the party
discovering such breach shall give prompt notice thereof to the other parties and
the Trustee. . . . Upon receiving notice of a breach, the Trustee shall in turn
notify the Transferor of such breach. The Trustee shall enforce the obligations of
the Transferor in accordance with this Section 2.03 to correct or cure any such
breach of a representation or warranty made herein, and if the Transferor fails to
correct or cure the defect within such period, and such defect materially and
adversely affects the interests of the Certificateholders and the Certificate Insurer
in the related Mortgage Loan, the Trustee shall enforce the Transferor's
obligations hereunder to (i) purchase such Mortgage Loan at the Purchase Price or
(ii) substitute for the related Mortgage Loan an Eligible Substitute Mortgage
Loan. In each case, such Deleted Mortgage Loan will be removed from the Trust
Fund.

53. As detailed herein, U.S. Bank, as Trustee, failed to review the Trust's mortgage

documents, failed to give notice to UBSRESI and failed to enforce the obligations of UBSRESI

to correct or cure as required by PSA Section 2.03. As a result of this failure to perform these

basic duties, U.S. Bank caused material harm to the Trust's Certificateholders.

54. Additionally, U.S. Bank, as Trustee, has certain duties with respect to enforcing

the obligations of the Servicer, Wells Fargo. Section 7.01 of the PSA defines an Event of

Default as a Master Servicer Event of Termination ("MSET") which is the specified failure of

the servicer to perform its servicing duties and cure this failure within a specified time period.

For example, Wells Fargo is responsible for reporting to the Trustee regarding the compliance by

each Servicer with its duties under the related Servicing Agreement.

55. The remedies for an uncured MSET include the termination of the Master

Servicer and reimbursement of trust assets. PSA Section 7.01. As detailed herein, despite

-23 -



knowledge of an MSET, U.S. Bank did not perform its duties to monitor Wells Fargo and did not

initiate any action against Wells Fargo for the benefit of the Trust and the Certificateholders.

U.S. BANK KNEW THE TRUST WAS FILLED
WITH DEFECTIVE LOANS AND HAD NOTICE OF AN MSET

56. Wells Fargo, as the Trust Administrator and Servicer made available to each

Certificateholder, the Certificate Insurer and the Trustee, among others, a statement not later than

two business days prior to each distribution date, which contained various information, as set

forth in Section 4.04 of the PSA, explaining the distributions to the Certificateholders based on

the interest collected for the loans, the principal amounts for the loans collected, the fees paid

out, the realized losses based on the delinquent loans, and the foreclosed properties.

57. On or about August 25, 2010, Wells Fargo provided a monthly remittance report

and distributed funds to Certificateholders and U.S. Bank. Also, on August 25, 2010, Wells

Fargo, instead of paying $7,199,157.47to the Super Senior certificateholders, erroneously

credited this amount against amounts payable by Assured for the Insured Certificates. The

Trustee, as required by Section 4.04, received notice of this credit.

58. On or about August 25, 2010, ESM Management LLC, the general partner of

Plaintiff ESM Fund, sent an e-mail to Wells Fargo objecting to Wells Fargo's credit of amounts

to Assured. Other Certificateholders also sent correspondence to Wells Fargo disputing its

interpretation of the PSA. In response to the inquiries by Plaintiffs, Wells Fargo, on August 31,

2010, told Plaintiff Bakal that Wells Fargo had "reached out to the deal parties to discuss."

Thus, Wells Fargo confirmed that it had given notice to UBS and U.S. Bank of Plaintiffs' claims

4 The Insured Certificates were to be allocated $16,078,142.74in Realized Losses, for which
Wells Fargo could make a claim under the Policy. Instead of making the payment of the
$7,199,157.47 to Assured and then making a claim under the Policy to Assured for
$16,078,142.74,Wells Fargo opted to net the two amounts; that is, Wells Fargo reduced the
claim it made to Assured under the Policy by $7,199,157.47,to $8,878,985.27.
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of violations of the PSA as a result of the diversion of cash flow and the improper credit to

Assured.

59. By wrongfully crediting Assured moneys, Wells Fargo improperly reduced the

amounts owed and paid to other Certificateholders on that date. Such action by Wells Fargo was

a violation of the PSA and is considered a MSET pursuant to Section 7.01 (i) and/or (ii), which

states:

(i) The Master Servicer fails to cause to be deposited in the Distribution
Account any amount so required to be deposited pursuant to this Agreement, and such
failure continues unremedied for a period of one Business Day; or

(ii) The Master Servicer fails to observe or perform in any material respect
any other material covenants and agreements set forth in this Agreement to be performed
by it, which covenants and agreements materially affect the rights of Certificateholders or
the Certificate Insurer, and such failure continues unremedied for a period of 60 days
after the date on which written notice of such failure, properly requiring the same to be
remedied, shall have been given to the Master Servicer by the Trustee or the NIMS
Insurer or to the Master Servicer and the Trustee or the Trust Administrator by the
Holders of Certificates evidencing Voting Rights aggregating not less than 25% of the
Certificates; or

60. The PSA requires the Trust Administrator to distribute available funds to

Certificateholders and other parties in the order of priority at out at Section 4.02. By crediting

Assured over $7 million from Available Funds in violation of the priority of distribution

provisions, the Trust Administrator failed to give the senior classes of certificates their full

scheduled distributions of interest and principal for a given Distribution Date. This reduced by

that same amount the funds available to distribute to Certificateholders under subsequent

provisions of the waterfall described in the PSA, including principal payments that the

Certificateholderswould have received absent the credit to Assured.

61. Also as a result of this dispute related to the August crediting of moneys to

Assured, and faced with uncertainty as to how to deal with the subsequent Distribution Dates,

Wells Fargo first made the payments required to be made on those dates under Sections

-25-



4.02(a)(1) and (2) of the PSA, but then put into interpleader escrow accounts all the remaining

funds available for distribution. Wells Fargo also filed an interpleader lawsuit on September 23,

2010 in United States District Court for the Southern District of New York, C.A. No. 10-cv-

7332, against ESM Fund I, LP, Assured, and others, requesting the adjudication of rights with

respect to the cash held in the escrow account ("Wells Intepleader Lawsuit").

62. On March 29, 2011, the Court ruled that Assured was entitled only to subrogation

of the rights of the Insured Certificates at each stage that the Certificate Insurer is identified in

the payment waterfall. The Court found that Assured did not have priority over the Super Senior

Certificates, and as such, Assured was to repay the Trust the $7.199million credited to it by

Wells Fargo. The Trustee had notice of the Wells Interpleader Lawsuit, the underlying violation

of the PSA, and the accompanying substantial deficiencies in the underlying mortgage loan

payments which resulted in losses of principal and interest by the Insured Certificateholders and

were covered by the Certificate Insurer. These deficiencies (together with all the other publically

available information about the flimsy and fraudulent underwriting practices of the two main

loan originators for this securitization) created a duty for the Trustee to investigate whether the

underlying mortgage loans conformed to the representations and warranties and the underwriting

guidelines contained in the PSA.

63. In the interests of protecting itself, and placing its interests ahead of the Plaintiffs

and other Certificateholders, in February 2012, Assured filed a lawsuit against UBSRESI in the

Supreme Court of New York, which was subsequently removed to the United States District

Court for the Southern District of New York, C.A. No.12-cv-1579 ("Assured Lawsuit"). In the

lawsuit, Assured alleged breaches of contract arising from obligations under the PSA, breaches

of condition precedent to the commitment letter in that UBS "pervasively and materially
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breached its representations and warranties as to the quality of the mortgage loans collateralizing

the RMBS, breaches of UBS' obligation to provide confirmation that the loans had received

certain ratings and breaches of UBS' contractual obligations to repurchase the defective loans

after [Assured] gave notice of the misrepresentations and demandedrepurchase."

64. Assured's claim arose as a result of its facing mounting claim payments caused by

liquidated mortgage loans, and thus, Assured began obtaining and examining loan files and other

documentation associated with thousands of the mortgage loans pursuant to its rights under the

PSA. Assured's review "revealed that the mortgage loans did not have the characteristics

represented on the mortgage loan schedules, were made to borrowers who could not afford to

repay them, who committed fraud in their loan applications, or who otherwise did not satisfy the

basic risk criteria for prudent and responsible lending." See Assured Complaint, Docket 25, para

4.

65. With respect to the Trust, 2006-OA2, Assured alleged that at least 90 percent of

all underlying mortgage loans (based on the $67.7 million original principal balance of the

sampled mortgage loans) breached one or more of the representations and warranties in the PSA.

In fact, Assured requested that UBSRESI cure or repurchase 167 defective mortgage loans with

an original balance of $61.3million, which UBSRESI refused to do within the 90 day cure or

repurchase period. As of January 31, 2012, Assured had paid approximately $130 million in

Trust claims. Additionally, as of December 31, 2011, there was almost one billion dollars in

outstanding principal balance of the remaining mortgage loans in the Trust, of which 50 percent

had been delinquent for at least sixty days.

66. As of December 15, 2011, Assured had reviewed the loan files for 2,945

delinquent and liquidated loans with an original principal balance of $1,173,390,439,in the
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different securitized trusts offered by UBSRESI for which it provided insurance guaranty. The

following table provides a summary of the astounding number of breaches identified and

confirmed through that review:

Transaction Number of Number of Original Principal Breach
Mortgage Reviewed Value of Reviewed Rate

Loans Mortgage Mortgage Loans
Reviewed Loans with with Breaches of

Breaches of Mortgage
Mortgage Representation

Representations
2006-OA2 187 167 $61,295,315 90.47%

2007-1 2,070 1,616 $676,060,519 81.25%
2007-3 688 657 $260,486,801 95.20%
Totals 2,945 2,440 $997,842,635 85.04%

Assured Complaint, Para. 52.

67. Assured gave written notice to UBSRESI of the specific breaches of the mortgage

representations and warranties based on the results of their review. By virtue of this notice to

UBSRESI, Assured also gave notice to the Trustee. These notices included detailed descriptions

of each specific breach, such as unreasonableness of stated income, misrepresentations of

income, employment, occupancy, and debt obligations; inaccurate and false loan-level

information provided to Assured, Certificateholders, and the rating agencies; debt-to-income

ratios that exceeded the limits set forth in the Underwriting Guidelines; loan-to-value ratios and

combined loan-to-value ratios that exceeded the limits set forth in the Underwriting Guidelines;

and relevant documents that were either defective or missing from the loan files. Assured

Complaint, Para. 53,

68. The results of Assured's review demonstrate that UBSRESI repeatedly and

pervasively breached the mortgage representations and warranties. Moreover, these breaches
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materially and adversely affect the interests of the Certificateholders in the mortgage loans.

Assured Complaint Para 54.

69. Assured, in its appendix to its complaint, set forth the following chart illustrating

the types of breaches of the mortgage representations that pervaded the transactions.

Breach Loan Transaction Description
Amount

Unreasonable $244,000 2006-OA2 The borrower stated a monthly income of $7,400as a business
Stated income manager for a department store and $4,300per month from

employment as an office manager for a doctor. The lender
should have questioned the borrower's claim to have what
appeared to be two full-timejobs. The co-borrower stated
income of $6,600per month as a medical coordinator for an
insurance company and $2,800per month as an instructor for a
school, Moreover, in the initial loan application, the borrower
stated income from secondary employment of $2,300per
month, which was later marked through and increased to $4,300
per month. The borrowers' asset and credit profiles did not
support their stated earnings. The borrowers stated liquid assets
of $29,940,which would be less than two months' stated
income, and was not indicative of individuals with $253,200
annual income. The credit report reflected that the borrowers
had revolving debt of $42,500,indicating that the borrowers
were obligated on revolving debts that were twice their stated
monthly incomes. Given these facts relating to the borrowers'
employment, assets, and credit, it was not reasonable for the
lender to approve the mortgage loan using the stated income.

False DTI Ratio $420,000 2006-OA2 The borrower claimed that she was employed as a Men's
Department Manager in a department store, with a stated
income of $8,650per month. The Work Number revealed that
the borrower's employment ended three months prior to the
closing of the subject loan. Considering that the borrower was
unemployed at the time of the subject loan, the qualifying
income would have been $0. If the borrower were assumed to
have $100in monthly income instead of $0, that would result in
a DTI ratio of 3,487.87 percent, which is many times greater
than what was represented in the Mortgage Loan Schedule, and
grossly exceeds the maximum DT1 ratio of 38 percent allowed
by the Underwriting Guidelines.

False Occupancy $200,700 2006-OA2 The loan was submitted and approved as an owner-occupied
Disclosure transaction. However, a quality control review completed on

November 3, 2009 by the private mortgage insurance company
revealed that the borrower had informed the original loan officer
at the time of application that she was purchasing the home as
an investment. In particular, the borrower indicated she was
purchasing the property as a "straw buyer." Thus, the
information in the Mortgage Loan Schedule stating that the
sub,ject propertywas owner-occupied was not correct.
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70. The review by Assured revealed that, in each transaction, loan originators

pervasively breached the Underwriting Guidelines and, therefore, UBSRESI breached the

mortgage representations and warranties guaranteeing adherence to the applicable Underwriting

Guidelines. For example:

• Unreasonable Stated Income. The Underwriting Guidelines for reduced
documentation loans required that a borrower's stated income be consistent with the borrower's
occupation and credit and asset profile. But loan originators routinely failed to determine
whether stated incomes were reasonable.

• Use of Improper Loan QualificationProgram. According to the applicable
Underwriting Guidelines, if a loan application under a reduced-documentation program
displayed factual inconsistencies-for example, if a borrower made a statement that was
contradicted by a document in the loan application-then the loan could be extended only if the
borrower underwent a more stringent loan program application, one with more robust
documentation requirements. But loan originators routinely processed loans under the reduced
documentation loan programs despite numerous application inconsistencies.

• Failure to Verify That Borrower's Assets Were Sufficient. According to the
applicable Underwriting Guidelines, the loan originators were generally required to obtain
satisfactory verification of assets for each borrower in an amount generally equal to at least three
to six months of the new housing payments, plus verification that the borrower had all the funds
needed to close the subject transaction. But loan originators routinely failed to verify the
borrowers' assets.

Assured Complaint, Para. 55.

71. The Mortgage Loan Schedule for the PSA contained, for each loan, among other

things, (a) the DTI ratio (explained below); (b) the borrower's intended occupancy with respect

to the mortgaged property; and (c) the LTV ratio. Assured's review revealed that much of this

information was false due to widespread falsification of borrowers' income and debt, inflated

property values, intent to occupy, and other misrepresentations of key characteristics of the

mortgage loans, all of which constituted breaches of the mortgage representations and warranties

guaranteeing the accuracy of the information in the Mortgage Loan Schedule. For example:

• False DTI Ratios. A key measure of ability to repay a mortgage loan is the DTI
ratio, or the borrower's monthly debt obligations compared to his or her monthly income. The
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higher the DTI ratio (i.e., the greater the percentage of monthly income a borrower must devote
to debt payments), the greater the risk of default. But the Mortgage Loan Schedules contained
numerous understated DTI ratios.

• False Occupancy Disclosures. An accurate representation of the occupancy
status (i.e., whether the property securing a mortgage loan is to be the borrower's primary
residence, a second home, or an investment property) is critical in assessing the risk that a
borrower will not repay a mortgage loan and determines what guidelines apply to the
underwriting of such mortgage loan. Borrowers who reside in mortgaged properties generally
are less likely to default than borrowers who purchase properties as second homes or investment
properties and live elsewhere, and borrowers generally are more likely to maintain the condition
of their primary residence. But the Mortgage Loan Schedules contained numerous occupancy
misrepresentations.

• False LTV Rations. The LTV ratio reflects the percentage of a property's
appraised value covered by the mortgage loan. The higher the LTV ratio, the greater the risk
that, if the mortgaged property were liquidated, the resulting funds would be insufficient to repay
the mortgage loan. But the Mortgage Loan Schedules contained numerous false

Assured Complaint, Para. 56.

72. Assured's review also revealed that the shadow credit ratings obtained by

UBSRESI did not accurately reflect the credit quality of the mortgage loans securing the

Certificates. UBSRESI obtained the requisite shadow ratings by providing to the rating agencies

loan tapes and pool-level data (also provided to Assured, which, as an Assured's forensic review

demonstrated, were replete with false statistics relating to individual mortgage loans). The DTI

ratios for certain mortgage loans were materially false and misleading because the monthly

income was falsely overstated and/or the monthly debt obligations were falsely understated.

Additionally, the LTV ratios for certain mortgage loans were materially false and misleading

because, among other things, the value of the underlying property was falsely overstated.

Finally, the representations in the Mortgage Loan Schedules as to the borrowers' intent to

occupy the properties securing certain mortgage loans were materially false and misleading

because, in fact, the properties were not occupied by the borrowers but instead were either

speculative investments or secondary residences. Assured Complaint, Para. 58.
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73. Assured subsequently issued further repurchase demands to UBSRESI.

Specifically, Assured issued a repurchase demand to UBSRESI by letter dated December 14,

2011, in which Assured requested that UBSRESI cure or repurchase 167 defective mortgage

loans in the Trust with an original principal balance of $61,295,315.Assured Complaint, Para.

61. Again, U.S. Bank received notice of these demands.

74. In each Breach Notice and Additional Breach Notice, Assured detailed the

violations of the Mortgage Representations that materially and adversely affected the interests of

the Certificateholders and Assured in the related mortgage loans, in particular the mortgage

representation that all mortgage loans were underwritten pursuant to the applicable Underwriting

Guidelines, with all exceptions exercised on a reasonable basis, and the mortgage representation

that the data in the Mortgage Loan Schedule was accurate. Assured Complaint, Para. 62.

75. The Assured Lawsuit and Notices clearly gave detailed notice to U.S. Bank of the

violations of the PSA by UBSRESI.

76. Thus, U.S. Bank had notice of the breaches of representations and warranties

from (i) the increasing rate of defaults of the underlying mortgage loans; (ii) the substantial

amounts Assured had to pay for claims to cover the Insured Certificates; (iii) Assured's notices

of breaches sent to UBSRESI, as well as to the U.S. Bank; (iv) Assured's Lawsuit setting forth

the results of its review of underlying mortgage loans and the breaches by the Sponsor of the

Mortgage Representations; (v) Plaintiffs' July 2, 2012 letter to U.S. Bank attaching the Assured

Lawsuit and giving formal notice; and, (vi) the plethora of litigation arising from the

Countrywide and IndyMac degradation of underwriting criteria that occurred during the past

decade, each of which should have triggered a duty on the part of U.S. Bank, as the Trustee, to

scrutinize the loans in their securitizations more closely. However, U.S. Bank failed to promptly
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enforce UBSRESI's obligations to cure or repurchase the underlying mortgage loans. In fact,

U.S. Bank told Plaintiffs point blank that it would not take any action on July 25, 2012, despite

repeated urging from Plaintiffs.

77. Clearly, there were repeated notices of breaches of representations and warranties

made by Assured which required U.S. Bank to not only notify UBSRESI, but also required U.S.

Bank to investigate further and in greater detail the entire mortgage loan portfolio, and take

appropriate actions to enforce UBSRESI's obligations as set forth in PSA Section 2.03,

78. The circumstance set forth in 7.01(i) of the PSA occurred in August 2010 when

the Master Servicer failed to deposit in the Distribution Account for the Certificateholders the

amounts required pursuant to the PSA. The Master Servicer failed to deposit the $7,199,157.47

into the Distribution Account in August 2010 and similarly, failed to deposit into the Distribution

Account substantial amounts on a monthly basis thereafter. The Trustee had notice of this

violation of the PSA as admitted in a letter from Wells Fargo indicating all the parties had been

informed of the Master Servicer's diversion of moneys and failure to make distributions in

accordance with the PSA, as well as by virtue of the extensive litigation arising from the Wells

Fargo Interpleader Lawsuit.

79. The circumstances set forth in 7.01(ii) occurred as: (a) defaults on the underlying

mortgage loans had reached levels requiring the Certificate Insurer to cover claims by the Trust;

(b) the Certificate Insurer filed a lawsuit setting forth the results of its review of underlying

mortgage loans and the breaches by the Sponsor of the Mortgage Representations; (c) Plaintiffs

repeatedly requested that the Master Servicer and Trustee investigate the breaches of the PSA,

and enforce UBSRESPs obligations; (d) the numerous lawsuits filed against UBSRESI alleging

that its securitizations contained misrepresentations, violated federal and state securities laws and
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breached its representations and warranties; and, (e) Countrywide and IndyMac were known to

have been two of the largest culprits of the degradation of underwriting criteria that occurred

during the past decade, each of which should have triggered a duty on the part of the Trustee to

scrutinize the loans in the securitizations more closely.

80. As a result of 7.01(i) and/or 7.01(ii) occurring, the Trustee, should have, but has

not, terminated the rights and obligations of the Master Servicer under the PSA. This is not the

first time the Trustee, U.S. Bank, failed to terminate the rights and obligations of the Master

Servicer, Wells Fargo, when an event of default under the PSA occurred. Millenium Partners,

L,P. has sued U.S. Bank, Wells Fargo, and others in the United States District Court for the

Southern District of New York, Civil Action No. 12-cv-7581 alleging that Wells Fargo, as

master servicer, failed to pay certificateholders pursuant to the PSA for the J.P. Morgan

Mortgage Acquisition Trust 2006-WF1 and in fact, Wells Fargo, in conjunction with U.S. Bank

as the trustee, after being notified of such improper action, unilaterally agreed to amend the

distribution structure of the PSA in that matter.

81. By failing to terminate Wells Fargo as the Master Servicer, and take over its

duties, U.S. Bank has imprudently caused harm to Plaintiffs and breached the PSA.

82. By failing to examine the Trust's mortgage loans and to give prompt notices to

UBSRESI of the breaches of warranties and representations for the vast majority of the loans -

despite multiple events that created such duty for U.S. Bank, as the Trustee - U.S. Bank has also

imprudently caused harm to Plaintiffs and breached the PSA.

DAMAGES

83. Plaintiffs and the Class have incurred substantial damages attributable to U.S.

Bank's breaches of its statutory, contractual and fiduciary duties. In particular, the Trust's loan
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pools are filled with loans of inadequate credit quality, which increased the risk of delinquency.

As a result of the loans' poor credit quality, the Trust has experienced enormous delinquency

rates, collateral write-downs, and losses, and has incurred and continued to incur significant

losses in connections with servicer violations, which have directly causes losses to Plaintiffs and

the Class. Plaintiffs' damages caused by U.S. Bank's violations of law will be the subject of

expert testimony for proof at trial.

PLAINTIFFS MAY PROPERLY SUE THE TRUSTEE

84. The PSA provides certain limitations on Plaintiffs' rights as Certificateholders

that are not applicable to this lawsuit. However, the PSA does not limit suits against the Trustee,

U.S. Bank. The PSA expressly provides, for example, that "[n]o provision of this Agreement

shall be construed to relieve the Trustee from liability for its own negligent action, its own

negligent failure to act or its own willful misconduct." Section 8.01

85. Compliance with the pre-suit requirements of the Trust's "no action" clause is

excused. If the no action clause's pre-suit requirements for the Trust were to apply, it would

require Plaintiffs to demand that U.S. Bank initiate proceedings against itself and to indemnify

U.S. Bank for its own liability to the Trust, an "absurd" requirement that the parties did not

intend. See Cruden v Bank ofNew York, 957 F.2d 961, 968 (2d. Cir. 1992).

86. Additionally, under New York law, "no action" clauses do not apply to actions by

RMBS Certificateholders against a trustee for the trustee's own misconduct. Plaintiffs need not

demand that U.S. Bank sue itself in its own name to pursue a recovery from U.S. Bank for the

benefit of Certificateholders. Because this is not an "action, suit or proceeding" that U.S. Bank

is capable of bringing in its own name as Trustee under the PSA, the "no action" clause of the

PSA does not apply and does not bar Plaintiffs and the Class from proceeding with this lawsuit.
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CLASS ACTION ALLEGATIONS

87. Plaintiffs bring this action as a class action on behalf of themselves and a class

consisting of all current owners of certificates in the Trust (the "Class") that have suffered

damages as a result of U.S. Bank's misconduct alleged herein. Excluded from the Class are

Defendant U.S. Bank, Wells Fargo, Assured, UBSRESI, Countrywide, IndyMac and, for each of

them, their respective officers and directors, legal representatives, successors or assigns, and any

entity in which they respectively have or had a controlling interest.

88. The members of the Class are so numerous that joinderof all members is

impractical. While the exact number of Class members is unknown to Plaintiffs at this time and

can only be ascertained through appropriate discovery, Plaintiffs believe that there are at least

hundreds of members of the proposed Class. Record owners and other members of the Class

may be identified from records maintained by U.S. Bank or third parties and may be notified of

the pendency of this action by mail, using the form of notice similar to that customarily used in

securities class actions.

89. Plaintiffs' claims are typical of the claims of the members of the Class as (i)

Plaintiffs and the members of the Class all acquired certificates in the Trust, and held them at or

after the time of U.S. Bank's misconduct; (ii) all the claims are based upon common law; (iii)

U.S. Bank's alleged misconduct was substantially the same with respect to all class members;

(iv) and all class members suffered similar harm as a result. Thus, all members of the class are

similarly affected by U.S. Bank's statutory, contractual, and common law breaches and

violations that are alleged of herein.
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90. Plaintiffs will fairly and adequately protect the interests of the members of the

Class and have retained counsel competent and experienced in class action and asset-backed

securities litigation.

91. Common questions of law and fact exist as to all members of the Class and

predominate over any questions solely affecting individual members of the Class. Among the

questions of law and fact common to the Class are:

• Whether U.S. Bank breached its contractual and common law duties to Plaintiffs

and the Class.

• Whether U.S. Bank violated the Streit Act.

• Whether and to what extent Plaintiffs and members of the Class have suffered

damages as a result of U.S. Bank's breaches of its statutory, contractual and common law duties,

and the proper measure of damages.

92. A class action is superior to all other available methods for the fair and efficient

adjudication of this controversy since joinder of all Class members is impracticable. There will

be no difficulty in the management of this action as a class action.

FIRST CAUSE OF ACTION
(Breach of Fiduciary Duty)

93. Plaintiffs purchased certificates offered by the Trust and continue to hold those

certificates.

94. As set forth above, the Trustee was given notice of both the Master Servicer

Event of Termination and breaches of representations and warranties made by UBSRESI from

various sources, including but not limited to the monthly reports prepared by the Master

Servicer, the claims paid by Assured, the Wells Interpleader Lawsuit, Assured's Lawsuit, the

composition of the underlying mortgages being originated from Countrywide and IndyMac, two
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of the largest culprit of the degradation of underwriting criteria, the plethora of litigation arising

from Countrywide and IndyMac failures, the Massachusetts decision in Ibanez, and Plaintiffs

herein.

95. Plaintiffs have repeatedly demanded the Trustee protect the Certificateholders'

rights, through instituting a lawsuit against UBSRESI, through intervention in the Wells Fargo

Interpleader Lawsuit, through intervention in the Assured Lawsuit, and in any other fashion

appropriate, but the Trustee has refused "to commence litigation relating to the Trust", as set

forth in a July 25, 2012 email to Plaintiff Bakal from Diane Reynolds of U.S. Bank. However,

despite that firm stand, the next day, the Trustee "formally" provided the Notice of the Event of

Termination to UBSRESI and demanded that UBSRESI cure or repurchase certain mortgages,

yet simultaneously, the Trustee refused to provide such notice to Plaintiffs and other

Certificateholders in violation of Section 7.03 of the PSA.

96. As set forth in detail above, U.S. Bank owed the Trust and Certificateholders

fiduciary duties, under the PSA, once an event of default occurred or payments to

Certificateholders became impaired, in the case of defaults.

97. As set forth in detail above, U.S. Bank breached its fiduciary obligations by

failing to act prudently, or in the best interests of the Trust and Certificateholders, under those

circumstances.

98. Responsible Officer(s) of the Trustee made errors of judgmentand such errors of

judgmentwere not made in good faith.

99. U.S. Bank did not ensure that the rights, title and interest in the mortgage loans

were perfected, as required by PSA §§2.01and 2.02, as evidenced by the repeated findings by

various courts, and federal and state regulatory and governmental agencies.
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100. The violations by U.S. Bank of its fiduciary obligations have impaired the

Certificateholders' ability to collect fully the principal and interest due on their Certificates and

caused losses in the value of Plaintiffs' Certificates, for which U.S. Bank is liable.

SECOND CAUSE OF ACTION
(Breach of Duty to Avoid Conflicts of Interest)

101. Plaintiffs repeat and reallege each and every allegation set forth in the preceding

paragraphs as if fully set forth herein.

102. Under New York law, U.S. Bank, as Trustee, has certain extra-contractual duties

to the Trust and all Certificateholders. These duties include the absolute, unwaivable duty to

give the Trust and its Certificateholders undivided loyalty, free from any conflicting self-interest.

Trustees like U.S. Bank must discharge their obligations "with absolute singleness of purpose"

because of the inability of the Trust and dispersed Certificateholders to enforce their rights. This

common law duty to avoid conflicts of interest applies notwithstanding the terms of the

instrument that purports to define the duties of the trustee.

103. Under the PSA, U.S. Bank holds the loans for the benefit of the Trust and all

Certificateholders, including Plaintiffs.

104. Under the PSA, U.S. Bank had the discretion to enforce the repurchase

obligations and to prevent the servicer from engaging in activities outside of customary and usual

standards of practice of prudent mortgage servicers with respect to any mortgage loans that U.S.

Bank held for the benefit of the Trust and all Certificateholders.

105. As alleged in detail above, U.S. Bank knew of the breaches of representations and

warranties and that the servicer was engaging in activities outside of customary and usual

standards of practice of prudent mortgage servicers with regard to the servicing and

administration of the moitgage loans in the Trust.
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106. As alleged herein, however, U.S. Bank was economically beholden to the various

parties to the PSA. In addition, as servicer to other mortgage loans and RMBS trusts, U.S. Bank

was engaged in the same wrongful conduct. Similarly, in their capacity as originator and

sponsor with regard to other mortgage loans and RMBS trusts, U.S. Bank's affiliates had sold

loans in breach of specific representations and warranties to RMBS trusts in which many of the

same sellers, servicers or their affiliates were serving as servicers or trustees.

107. Because U.S. Bank was economically beholden to the various parties to the PSA,

faced liability for its own servicing violations, and faced repurchase liability for the sale and

securitization of its own loans in breach of its specific representations and warranties, U.S. Bank

failed to take any action against Wells Fargo and others, or even to notify the Certificateholders

of seller or servicer defaults.

108. U.S. Bank's breach of its duty to avoid conflicts of interest has directly and

proximately caused damages to the Trust. For example, had U.S. Bank not been conflicted, it

would have timely enforced the repurchase obligations and exercised its discretion to prevent the

servicer from engaging in activities outside of customary and usual standards of practice of

prudent rnortgage servicers with respect to any mortgage loans. U.S. Bank's delayed action has

relieved UBSRESI of its repurchase liability, and allowed the servicer to charge improper fees

that have been passed along to the Trust and to delay in foreclosing on mortgage loans, which

has increased the cost of foreciosure,

109. U.S. Bank's breaches of its duty to avoid conflicts of interest have injured all

Certificateholders, including Plaintiffs and the Class, in that they have caused Plaintiffs losses,

diminished the value of the certificates held by the Certificateholders, and have prevented the

Certificateholders from protecting the rights of the Trust.
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THIRD CAUSE OF ACTION
(Violation of the Covenant of Good Faith and Fair Dealing)

110. New York law implies an obligation of good faith and fair dealing into all

contracts. That obligation requires that no party to a contract do anything which will destroy or

injure the right of another party to receive the benefits of the contract.

111. U.S. Bank breached the implied covenant of good faith and fair dealing in the

PSA.

l 12. As set forth above, U.S. Bank had notice that a Master Servicer Events of

Termination had occurred. U.S. Bank also had notice of UBSRESPs breaches of its

representations and warranties for the numerous reasons set forth herein yet failed to enforce the

Trust's rights until September 2012. This belated attempt at enforcement was through a lawsuit

wherein counsel for the Trust/Trustee was the same counsel representing Assured, and thus,

could not fairly and adequately represent all Certificateholders' interests.

113. By failing to take action to protect the Certificateholders' interests under those

circumstances, which indicated that the Trust's assets and ability to recover losses were being

greatly depleted, U.S. Bank frustrated the Certificateholders' rights to their consideration under

the PSA.

114. U.S. Bank is liable to Plaintiffs for the losses they suffered as a direct result of its

breach of the covenant of good faith and fair dealing.

FOURTH CAUSE OF ACTION
(Violation of the Streit Act)

l 15. Plaintiffs repeat and reallege each and every allegation set forth in the preceding

paragraphs above as if fully set forth herein.
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l 16. As Certificateholders for the Trust, Plaintiffs are trust beneficiaries entitled to the

protections afforded under the Streit Act.

l 17. The Certificates are "mortgage investments" subject to the Streit Act. N.Y. Real

Prop. Law § 125(1).

118. The PSA underlying and establishing the Trust is an "indenture" and U.S. Bank is

a "trustee" under the Streit Act. N.Y. Real Prop. Law § 125(3).

119. Section 126(1) of the Streit Act provides that upon an Event of Default the

indenture trustee must exercise such of the rights and powers vested in it by the indenture, and

must use the same degree of care and skill in their exercise, as a prudent man would exercise or

use under the circumstances in the conduct of his own affairs.

120. As set forth above, U.S. Bank failed to exercise its rights under the PSA after

becoming aware of defaults and Events of Default by failing to:

a. Protect the interests of the beneficiaries of the Trust;

b. Take steps to cause the Sponsor or Originators to repurchase loans lacking

adequate documentation;

c. Investigate and give notice to all parties to the PSA of the breach of

representations and warranties relating to the mortgage loans once they discovered loans which

breached representations and warranties;

d. Act prudently following Events of Default;

e. Take steps to remedy the Master Servicer's failure to adhere to prudent servicing

standards; and

f. Enforce the repurchase obligations of the Sponsor and/or Originators.
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121. U.S. Bank is liable to Plaintiffs and the Class for damages incurred as a result of

its violations of the Streit Act.

WHEREFORE, Plaintiffs pray for relief and judgment,as follows:

A. Awarding compensatory damages and/or equitable relief in favor of Plaintiffs

against U.S. Bank for breaches of its statutory, contractual and fiduciary duties, its gross

negligence, ordinary negligent misrepresentations, in an amount to be proven at trial, including

interest thereon; and

B. Determining this action to be a proper class action under N.Y, CPLR § 901,

certifying Plaintiffs as Class Representatives, and appointing the Law Offices Bernard M. Gross,

P.C. and Abbey Spanier, LLP as Class Counsel;

C. Such other relief as the Court may deem justand proper.

JURY TRIAL DEMANDED

Plaintiffs hereby demand a trial by jury.

Dated: August 5, 2015
New York, New York

ABBEY SPANIER, LLP

/s/ Karin E. Fisch
212 East 39thStreet
New York, New York 10016
Tel: (212) 889-3700
Fax: (212)684-5191
kfisch@abbeyspanier.com

LAW OFFICES BERNARD M GROSS, P.C.
DEBORAH R. GROSS
100 Penn Square East, Suite 450
Philadelphia, PA 19107
Telephone; 215/561-3600
215/561-3000 (fax)
debbie(abernardmgross.com

Attorneys forPlaintiffs
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