





168. In addition to others described above, the following express representations and
warranties were untrue and inaccurate as of the date of each applicable Insurance Agreement:

a. Countrywide’s representation that: “Neither the Transaction Documents
nor other material information relating to the Mortgage Loans, the operations of the Master
Servicer, the Sponsor or the Depositor (including servicing or origination of loans) or the
financial condition of the Master Servicer, the Sponsor or the Depositor or any other information
(collectively, the ‘Documents’) furnished to the Insurer contains any statement of a material fact
which was untrue or misleading in any material adverse respect when made.” Among other
things, the Prospectuses and Supplemental Prospectuses contain statements of material facts
which are untrue and/or misleading in material adverse respects;

b. Countrywide’s representation that “[N]o practice, procedure or policy
employed, or proposed to be employed, by the Servicer, Sponsor or Depositor in the conduct of
its business violates any law, regulation, judgment, agreement, order or decree that, if enforced,
could reasonably be expected to result in a Material Adverse Change to the Servicer, Sponsor or
Depositor.” On information and belief, and based on the publicly-filed actions commenced by
States and acknowledgments by other States’ representatives of investigations of alleged
unlawful conduct by Countrywide, Countrywide knew or should have known that it employed
practices, procedures and policies that violated, among other things, state consumer protection
and predatory lending laws in connection with the origination of mortgages and servicing of
mortgage loans, state nondiscrimination lending laws, state banking laws, and federal and state
securities laws. At the time of the Insurance Agreements, enforcement of such laws reasonably

could be expected to result, and has resulted, in a Material Adverse Change to Countrywide;

59



c. Countrywide’s representation that: “[T]he sale and offer of Securities
complies with all requirements of law, including registration requirements and that the Offering
Document does not contain any untrue statement of material fact or omit to state a material fact.”
Among other things, the Supplemental Prospectus contains untrue statements of material fact and
omits to state material facts, and the sale of Securities otherwise failed to comply with the
requirements of laws;

d. Countrywide’s representations that: “Financial Statements of Sponsor and
Master Servicer (i) are complete and correct in all material respects, (ii) present fairly financial
condition and results. There has been no Material Adverse Change and no undisclosed
contingent liabilities that, individually or in the aggregate, could cause a Material Adverse
Change.” At the time of Countrywide’s representation, the Financial Statements, inter alia, were
not complete and correct in all material respects, and did not present fairly the financial condition
and results, and did not disclose contingent liabilities which Countrywide knew, or reasonably
should have known, could (and did) cause a Material Adverse Change.

169. Countrywide also breached a Mortgage Loan Representation in the Purchase
Agreement, which is incorporated within the Insurance Agreement. Under the Purchase
Agreement, Countrywide represented that the Mortgage Loans had been originated in accordance
with Countrywide’s underwriting guidelines, and also consistently with the standards in the
industry. In addition, Countrywide represented and warranted it was not aware of any
information that would suggest that a Mortgage Loan would not be repaid. On information and
belief, Countrywide had not applied its underwriting guidelines to the vast majority of the

Mortgage Loans.
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1706.  Under the Purchase Agreement, Countrywide also was to provide a Mortgage
Loan Schedule that accurately reflected the Mortgage Loans. The Mortgage Loan Schedule
accurately reflected the results of Countrywide’s purported underwriting exercise; however, it
failed to accurately reflect the Mortgage Loans.

171.  Countrywide’s representations and warranties in the Purchase Agreement were
untrue and inaccurate, and therefore constitute an Event of Default under the Insurance
Agreement.

172.  Countrywide is further in breach of the Mortgage Loan Representations with
respect to a substantial number of Defective Loans, and has breached its obligations, under each
Insurance Agreement and the applicable Purchase Agreement and the Sale and Servicing
Agreement, to cure, repurchase or substitute for each of the Defective Loans.

173.  Each Insurance Agreement and other relevant Transaction Document further
requires Countrywide, after becoming aware of defective or missing documentation in the
Mortgage Loan files, or of another breach by Countrywide of a Mortgage Loan Representation
contained in a Transaction Document, to cure such breach within ninety days from the date that
Countrywide was notified of such breach or not later than the business day prior to the payment
date in which such cure period expired (the “Cure Date”), or to repurchase and/or substitute an
eligible loan for the Defective Loan in accordance with the applicable Sale and Servicing
Agreement.

174.  MBIA’s written notice of Defective Loans constitutes notice of breach of the
Mortgage Loan Representation, and commences the running of the cure period. The Cure Date
has long passed. As of the date of this filing, Countrywide has failed and refused, and continues

to fail and refuse, to perform its obligations under each Insurance Agreement and the applicable
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Purchase Agreement and the Sale and Servicing Agreement, in that Countrywide refuses to cure
the breaches of the Mortgage Loan Representations, repurchase the vast majority of the
Defective Loans, and/or substitute qualified mortgage loans in their place.

175.  Countrywide has also breached the covenants in Article 2 of the Insurance
Agreement, including;:

a. Countrywide was obliged to comply with all material requirements, laws,
rules and regulations where noncompliance could reasonably be expected to result in a Material
Adverse Change. On information and belief, and based on the publicly-filed actions commenced
by States and acknowledgments by other States of investigations of alleged unlawful conduct by
Countrywide, Countrywide knew or should have known that it employed practices, procedures
and policies that violated, among other things, state consumer protection and predatory lending
laws in connection with the origination of mortgage and servicing of mortgage loans, state
nondiscrimination lending laws, state banking laws, and federal and state securities laws.

b. Countrywide was obliged not to take any action, or fail to take any action,
that “could reasonably be expected to result in a Material Adverse Change to the Master
Servicer, Sponsor or Depositor.” As described above, Countrywide engaged in actions that at
the time could reasonably be expected to result in a Material Adverse Change, including its
failure to originate mortgage loans consistently with prudent underwriting standards and
consistently with states’ laws; failure to disclose material information to shareholders and others
in connection with the purchase or sale of stock; and failure to administer pension funds
consistent with ERISA and its fiduciary duties.

176. At the time of Countrywide’s action or inaction in breach of a covenant in Article

2 of the Insurance Agreement, it could reasonably be expected to, and, as described above, did,
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result in a Material Adverse Change to Countrywide’s business, financial condition, results of
operations or properties; and also Countrywide’s ability to perform its obligations under any of
the Transaction Documents. Countrywide’s breach of covenants has led to substantial
impairment of Countrywide’s business and financial condition, nearly forcing it into bankruptcy, '
and of Countrywide’s ability to perform its obligations, including to repurchase Defective Loans,
to service the Mortgage Loans and to provide MBIA with access to information.

177.  Countrywide has also breached its covenant in the Insurance Agreement to not
take any action, or fail to take any action, that may “interfere with the enforcement of any rights
of the Insurer under or with respect to the Transaction Documents.”

a. Countrywide has interfered with the enforcement of MBIA’s rights under
the Purchase Agreement and/or Pooling and Servicing Agreement, including by failing to
repurchase the Defective Loans, and by failing to provide full and timely access to Mortgage
Loan files, records and information.

b. Countrywide has breached its obligations under the Sale and Servicing
Agreement and/or Pooling and Servicing Agreement to service the Mortgage Loans consistently
with the standards in the industry, and to refrain from altering its collection and charge-off
policies in ways that materially and adversely affect MBIA.

178.  MBIA is entitled to rescissory damages based on Countrywide’s untrue and
inaccurate representations and warranties.

179.  In the alternative, MBIA is entitled to damages in an amount to be proved at trial.

FOURTH CAUSE OF ACTION

(BREACH OF CONTRACT: SALE AND SERVICING AGREEMENT)
(against Countrywide Home and Countrywide Servicing)

180.  MBIA incorporates by reference all the foregoing allegations as though fully set

forth herein.
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181.  This is a claim for breach of contract against Countrywide Home and
Countrywide Servicing.

182.  Each Sale and Servicing Agreement and Pooling and Servicing Agreement is a
valid and enforceable contract that gives rise to certain obligations on the part of Countrywide.

183.  Countrywide Home Loans is the master servicer for the following securitizations:
CWABS 2004-1I, CWABS 2004-P, CWHEQ 2005-A, CWHEQ 2005-E, CWHEQ 2005-1,
CWHEQ 2005-M, CWHEQ 2006-E, CWHEQ 2006-G, and CWHEQ 2007-E.

184.  Countrywide Servicing is the master servicer for the following securitizations:
CWHEQ 2006-S8, CWHEQ 2006-S9, CWHEQ 2006-S10, CWHEQ 2007-S1, CWHEQ 2007-
S2 and CWHEQ 2007-S3.

185.  Each Sale and Servicing Agreement and Pooling and Servicing Agreement
expressly provides that MBIA is a third-party beneficiary thereunder, with the right to enforce
the covenants and the obligations of the parties thereto.

186.  Under both servicing agreements, Countrywide is obligated, among other things,
to provide service and administration consistent with the standards in the industry. Countrywide
has failed to perform service and administration at industry standards.

187.  Countrywide has failed to commit adequate resources even to perform its
obligations, such as staff to respond to customer inquiries, conduct follow-up efforts and call out
programs to delinquent borrowers, and resources for work-out plans and updated software
programs. This inadequate resource commitment has been exacerbated by Countrywide’s blatant
disregard of its own underwriting guidelines, which has led to substantial increases in

delinquencies and defaults.
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188.  Countrywide also has exploited its role as agent for the owner of the Mortgage
Loans for its own gain at the expense of MBIA. For example, Countrywide has continued to
service loans—and collect servicing fees—even where it has become reasonably certain that a
defaulted Mortgage Loan will not produce any further payments to reduce amounts of accrued
interest or outstanding principal. It is standard in the industry to charge off a loan after it has
been delinquent for 180 days, as Countrywide itself acknowledged on page S-9 of the
Supplemental Prospectus for CWHEQ 2007-S1, in which it defined a charged-off loan as one
that had been delinquent for more than 180 days. In some cases, however, Countrywide has
continued to service Mortgage Loans more than 270 days after the last payment on amounts
owed on the Mortgage Loans had been received. Countrywide has continued to service such
Mortgage Loans for the sole purpose of continuing to collect service, late payment and other fees
that it retains as compensation. When a payment on a Mortgage Loan is delinquent, a late
payment fee is accrued on the account. Countrywide, as Master Servicer, is entitled to retain all
such late payment fees and service charges and any interest thereon as its compensation.

189.  Countrywide has otherwise failed to service the Mortgage Loans consistently with
the standards of the industry, including, for example, refusing to accept partial payments from
borrowers ostensibly because of the added accounting and administrative burdens of accounting
for partial payments. Countrywide has also charged off loans where the borrower has made
payments after the date of the charge-off, to the direct detriment of MBIA.

190.  Countrywide’s breaches of the servicing agreements has caused substantial harm
and damages to MBIA, in an amount to be proved at trial, but at a minimum including

substantially higher claims on Policies and other losses and expenses.
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FIFTH CAUSE OF ACTION
(BREACH OF IMPLIED DUTY OF GOOD FAITH AND FAIR DEALING)
(against Countrywide Home and Countrywide Servicing)

191.  MBIA incorporates by reference all the foregoing allegations as though fully set
forth herein.

192, This is a claim for breach of the implied covenant of good faith and fair dealing
against Countrywide Home and Countrywide Servicing.

193.  The Insurance Agreement and the Transaction Documents incorporated therein
were built on the premise that, as Countrywide affirmatively represented, the Mortgage Loans
had been evaluated consistently with the underwriting standards that led Countrywide to be an
industry leader. Countrywide encouraged trust and reliance on its underwriting precisely
because of its expertise and experience.

194. The implied duty of good faith and fair dealing required application of
underwriting standards consistent with MBIA’s understanding, and with Countrywide’s
awareness of what MBIA had understood.

195. Countrywide’s breach has caused substantial harm and damages to MBIA, in an
amount to be proved at trial. At a minimum, Countrywide’s breach has caused:

a. Damages representing the aggregate amount of actual and future claims on
its Policies substantially in excess of the aggregate amount of claims that would have been made
in the absence of Countrywide’s breach;

b. Damages representing losses sustained by MBIA because of its credit risk
and exposure on the Policies, which are substantially greater than the parties bargained, and has

led to loss of business and other losses and expenses.
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SIXTH CAUSE OF ACTION
(INDEMNIFICATION)
(against Countrywide Home and Countrywide Servicing)

196. MBIA incorporates by reference all the foregoing allegations as if fully stated
herein.

197.  This is a claim for indemnification against Countrywide Home and Countrywide
Servicing.

198. In addition to the obligation to repurchase or substitute eligible loans for the
Defective Loans, each Insurance Agreement requires Countrywide to indemnify MBIA for any
losses, costs, and expenses resulting from the breach of any representations and warranties
contained in the Transaction Documents.

199.  Countrywide is further obliged to indemnify MBIA for its attorneys’ fees and
costs associated with enforcing its legal rights under the agreements.

SEVENTH CAUSE OF ACTION

(SUCCESSOR AND VICARIOUS LIABILITY)
(against Bank of America)

200. MBIA incorporates by reference all the foregoing allegations as if fully stated
herein.

201. Bank of America is jointly and severally liable for any and all damages resulting
from the wrongful actions of Countrywide, as alleged herein, because it is the successor in
liability to all of the Countrywide Defendants.

202.  OnJuly 1, 2008, Bank of America acquired Countrywide Financial and the other
Countrywide Defendants through an all-stock transaction. Bank of America has described the
transaction as a merger, and is actively incorporating the Countrywide mortgage business into

Bank of America.
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203.  On April 27, 2009, Bank of America announced that “[t]he Countrywide brand
has been retired.” Instead, Bank of America will operate its home loan and mortgage business
through a new division named Bank of America Home Loans, which “represents the combined
operations of Bank of America’s mortgage and home equity business and Countrywide Home
Loans.” The integration of Countrywide into Bank of America is expected to be completed by
the end of the year. According to press reports, Bank of America Home Loans will operate out
of Countrywide’s offices in Calabasas, California.

204. On November 7, 2008, Bank of America acquired substantially all of the assets of
Countrywide. And, at that time, Countrywide ceased submitting filings to the SEC, which are
now submitted as part of Bank of America’s filings.

205. Bank of America has also taken responsibility for Countrywide’s pre-merger
liabilities, including restructuring hundreds of thousands of loans created and serviced by
Countrywide. As a spokesperson for Bank of America admitted: “We bought the company and
all of its assets and liabilities.”

206. Moreover, in each of the Transaction Documents, each of the Countrywide
Defendants is defined to include its “successors and assigns.”

207. Because Bank of America has merged with Countrywide Financial, and acquired
substantially all of the assets of all the Countrywide Defendants, it is the successor in liability to
the Countrywide, and is jointly and severally or otherwise vicariously liable for the wrongful

conduct, as alleged herein, of the Countrywide Defendants.
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PRAYER FOR RELIEF

WHEREFORE MBIA prays for relief as follows:

An award of damages against the Defendants, in an amount to be proven at trial, but
including at a minimum representing;:

a. MBIA’s payments on current and future claims under the Policies, including draw
downs on guarantees;

b. MBIA’s losses, including lost profits and business opportunities;

c. Indemnification for MBIA’s attorneys’ fees and costs associated with enforcing

its legal rights under the Transaction Documents;

d. Punitive damages;
e. Prejudgment interest at the maximum legal rate; and
f. Such other and further relief as the Court may deem just and proper.

DATED: New York, New York

August 24, 2009
QUINN EMANUEL URQUHART OLIVER &

HEDGES, LLP

Peter E. Calamari
Philippe Z. Selendy

51 Madison Avenue, 22nd Floor
New York, New York 10010-1601
(212) 849-7000

Attorneys for Plaintiff
MBIA Insurance Corporation
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