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1 | T IS HEREBY STI PULATED AND AGREED, by, between
2 and anong Ann Moral es, Carlos Mrales, Laura A Al varado,

Roberto L. Al varado, Shera
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captioned, Gas v. Associates First Capital Corp., Docket
No. 52,442 ("New Jersey case") in which plaintiffs sought
certification of a New Jersey class challenging the sale of
credit insurance. The case was ordered to arbitration on
an individual basis. In My 2000 certain Plaintiffs'
Counsel filed a class action in the Crcuit Court for the
City of St. Louis, which is captioned Watson v. Associ ates
Financial Life Ins. Co., No. 002-00424 (Cit. C. City of
St. Louis)("Mssouri Case") in which plaintiffs seek to
certify a state-wi de class challenging the sale of credit
insurance. |In February 2001 certain Plaintiffs' Counsel
filed a class action in the Grcuit Court for Mdison

County, Illinois, which is captioned Robinson v. Associ ates
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C. On March 6, 2001, the FTC filed a conplaint ("FTC
Conpl aint") captioned Federal Trade Comm ssion v. Citigroup
Inc., CitiFinancial Credit Conpany, Associates First
Capi tal Corporation, and Associ ates Corporation of North
America, CGvil Action File No. 1:01-CV-00606 (JTC) (N.D
Ga.) A Stipulated Judgnent resolving that case will be

filed sinultaneously with this Settlenment Stipul ation.

D. On and after June 25, 2001 Plaintiffs filed a
series of five state class actions in California state

courts.

E. On February 21, 2002, Plaintiffs conbined those
five cases and filed a Consolidated Amended Cl ass Action
Conpl aint for Violation of the Consuner Legal Renedies Act,
Unfair, Unlawful and Fraudul ent Busi ness Practices, Breach
of the Covenant of Good Faith and Fair Dealing, Fraud,
Fraudul ent Conceal nent and Deceit and Unjust Enrichment in

San Franci sco County Superior Court.

F. Si mul taneously with filing this Stipulation of
Settlenment, Plaintiffs filed an Arended Consolidated C ass
Action Conplaint for Violation of the Consuner Legal
Renmedi es Act, Unfair, Unlawful and Fraudul ent Busi ness
Practices, Breach of the Covenant of CGood Faith and Fair

Deal i ng, Fraud, Fraudul ent Conceal nent and Deceit and
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Unj ust Enrichnment ("National C ass Conplaint”) in San
Franci sco County Superior Court seeking certification for
Settl enment purposes of a nationwi de Credit Insurance C ass

and a nati onwi de Refi nance d ass.

G Both the FTC Conpl aint and the National C ass
Conmpl ai nt assert clainms regarding The Associ ates' sal e of
Credit Insurance in connection wth real estate secured and
personal loans. Only the National C ass Conplaint asserts
clainms in connection with The Associ ates' refinancing of
real estate secured loans. Cains in connection with
refinancing of real estate secured | oans have been asserted

in each of the five California cases since their inception.

H. Plaintiffs and their Counsel have agreed to
settle the National Cass Case and the O her C ass Cases
defined in Paragraph 1B pursuant to the provisions of this

Stipul ation, considering, anong other things, (i) the
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| . Def endant s have deni ed and continue to deny each

and all of the clains and contentions alleged by Plaintiffs

in the National C ass Case. Defendants expressly have

deni ed and continue to deny al

charges of w ongdoi ng or

liability against themarising out of or relating to any of

t he conduct, statenents, acts or onissions alleged, or that

coul d have been alleged, in the

Nati onal C ass Case.

Def endant s al so have deni ed and continue to deny the

all egations that Plaintiffs and C ass Menbers have suffered

damage or were harmed by the conduct alleged in the

Nati onal Cl ass Case. Nonet hel ess, Defendants and their

counsel have concluded that further conduct of litigation

woul d be protracted and expensive and would not be in the

best interest of Defendants, and that it is desirable that

the National C ass Case be fully and finally settled in the

manner and upon the terns and conditions set forth in this

Stipul ation.

J. Since the acquisition of The Associates in

Novenber of 2000, G tigroup Inc.

has voluntarily adopted a

series of consuner-oriented initiatives that address ss, Defendants ated
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initiatives were ained at setting a high standard for sal es
practices in the subprine |ending industry. Consistent
wWith these initiatives and in the best interests of al
concerned parties, G tigroup Inc. has agreed to address the
FTC and Plaintiffs' concerns with The Associ ates' pre-
acqui sition I ending practices by providing nonetary redress
in the formagreed herein to custoners who obtai ned | oans

from The Associates prior to the G tigroup acquisition.

K. The proposed settl enent incorporates two fornms of
relief. Wth respect to allegations related to the sal e of
Credit Insurance, the proposed settlenment incorporates
relief in the anbunt of a $215 mllion consuner redress
program set forth in the Stipul ated Judgnent in the FTC
Action. Wth respect to the allegations related to real
estate secured | oan refinancings, Defendants will establish
a redress fund of $25 mllion for eligible Cass Menbers to
obtain redress. Plaintiffs and Co-Lead Counsel agree that
this relief is fair, reasonabl e and adequat e because it

provi des substantial benefits to the
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1. DEFIN TIONS

A As used in this Stipulation and the annexed
exhibits, which are an integral part of this Stipulation
and are incorporated in their entirety by reference, the
follow ng terns have the foll ow ng neani ngs, unless a
section or subsection of this Stipulation provides

ot herwi se:

1. "Attorneys' Fees and Expenses" neans such
funds as nay be awarded to Co-Lead Counsel to conpensate
them and any other attorneys for Plaintiffs in the Nationa
Class Case for their fees and expenses in connection with

the National C ass Case.

2. "Class" or "Class Menber" neans nenbers of

two sub-cl asses as foll ows:

a. Credit Insurance Sub-C ass - All
customers of The Associates in the United States and its
territories who purchased credit insurance in connection
with a real estate-secured or personal |oan originated by
The Associ ates between Decenber 1, 1995 and Novenber 30,
2000, except: (i) consuners who purchased a credit
i nsurance product but then cancelled it and obtained a ful
prem umrefund; and (ii) consuners who have rel eased,

individually or as part of a class, any and all clains
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related to credit insurance purchased in connection with

| oans originated by The Associ ates, including but not
limted to such releases in connection with the North
Carolina Attorney General's settlenment with The Associ ates
(publicly announced on Septenber 6, 2001), Darden v. Ford
Consuner Finance, Inc., No. E 62360 (Superior Court, Fulton
County, Ceorgia), and Whod v. Associates, No. CV-97-1-3977-

35 (Superior Court, Cobb County, Georgia).

b. Refi nance Sub-C ass - Al custoners of
The Associates in the United States who refinanced with The
Associ ates between Decenber 1, 1995 and Novenber 30, 2000 a
real estate secured | oan originated by The Associ ates,
except: (i) customers who have rel eased, individually or
as part of a class, any and all clains against The
Associ ates in connection with refinancing or alleged
“flipping" of real estate secured | oans originated by The
Associ ates in connection with any state, federal or private
| egal action, or any other matter; and (ii) enployees of

Def endants and The Associ at es.

3. "Cl ass Redress Process" neans the process
t hrough which C ass Menbers nmay obtain redress for

all egations related to | oan refinancing.

10
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4. "Class Notice" neans the legal notice to be
sent to Class Menbers containing the terns of the proposed
settlenment as well as other clains related information and

mat eri al s.

5. "Cl ass Period" neans the period from

Decenber 1, 1995 through Novenber 30, 2000, inclusive.

6. " Co- Lead Counsel" neans the firns of
Cotchett, Pitre, Sinon, & McCarthy, LLP, San Francisco
Airport Ofice Center, 840 Ml col m Road, Suite 200, San
Franci sco, CA 94010 and M| berg Wi ss Bershad Hynes &
Lerach, LLP, One Pennsyl vania Pl aza, 49'" Fl oor, New YorKk,
NY 10119-0165 who have been designated as Plaintiffs' Co-

Lead Counsel .

7. " Co- Li ai son Counsel " neans the firms of
Lieff, Cabraser, Heimann & Bernstein, LLP, 275 Battery
Street, 30'" Floor, San Francisco, CA 94111 and Wasser man
Conden, Cassel man & Pearson LLP, 5567 Reseda Blvd., Suite
330, Tarzana, CA 91356 who have been designated as

Plaintiffs' Co-Liaison Counsel.

8. "Credit Insurance" neans credit life
i nsurance, accident and heal th insurance, involuntary

unenpl oynent i nsurance, and personal property insurance

11
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purchased in conjunction with personal and real estate

| oans originated by The Associ ates during the C ass Peri od.

9. "Def endants” nmeans Citigroup Inc.,
CtiFinancial Credit Conpany, Associates First Capital
Corporation, and Associ ates Corporation of North Anerica,
Associ ates Financial Services Conpany of California, Inc.,

Associ ates Financial Life Insurance Conpany, and Does 1-50.

10. "Fairness Hearing" nmeans the hearing at or
after which the Court will decide whether to grant final
approval to this Stipulation as fair, reasonable and

adequat e.

11. "Final Oder and Judgnment” neans the order
granting final approval of this Stipulation, and the

j udgnment entered pursuant to that order.

12. "Final Settlenent Date" nmeans the date on
whi ch the Final Order and Judgnent approving this
Stipulation becomes final. For purposes of this
definition, the Final Oder and Judgnent shall becone

final:

a. I f no appeal is taken therefrom two
days after the date on which tinme to appeal therefrom has

expi red;

12
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b. | f any appeal is taken therefrom on
two days after the date on which all appeals therefrom
i ncluding petitions for rehearing or reargunent, petitions
for rehearing en banc and petitions for certiorari or any
ot her formof review have been finally disposed of in a
manner resulting in an affirmance of the Final Oder and

Judgnent without material nodification; or

cC. On a date after entry of the Fina
Order and Judgnent, which date counsel for the Parties

agree to in writing.

13. "FTC Action" neans the |awsuit captioned
Federal Trade Commi ssion v. Citigroup Inc., CtiFinancia
Credit Conpany, Associates First Capital Corporation, and
Associ ates Corporation of North America, Cvil Action File

No. 1:01- CV-00606 (JTC) (N.D. Ga.).

14. "FTC Redress Process" means the process
establi shed and adm ni stered by the FTC t hrough which C ass
Menbers may obtain relief for the clainms alleged in the

Nati onal Cass Conplaint related to Credit |nsurance.

15. "FTC Conplaint” neans the conplaint filed in

the FTC Acti on.

16. "National dass Case" neans the | awsuit

captioned Ann Mrales, Carlos Mrales, Laura A Al varado,

13
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Roberto L. Alvarado, Sherald Ann Coffey, Simm e Lee Coffey,
| rene Corona, Jose Corona, Daniel Farden, Patricia Farden,
Mart ha Henderson, Charles Lent, Sandra Lent, Irma

M ddl ebr ooks, and Aunoa Ui agaleili v. Associates First

| n C ) ,

14
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25. "Stipulation” or "Stipulation of Settlenent"
means this Stipulation of Settlenent and attached exhibits,
i ncl udi ng any subsequent anendnents thereto and any

exhibits to such anendnents.

26. "The Associ ates" means Associ ates First
Capi tal Corporation, Associates Corporation of North
Anmerica and all their subsidiaries and affiliates as they
existed prior to the nerger with Ctigroup Inc. on Novenber

30, 2000.

[11. CLASS CERTI FI CATI ON

A The Parties wll submt to the Court the
Prelimnary Approval Order substantially in the form
annexed hereto as Exhibit 1 which, anong ot her things,
shall certify the Cass for settlenent purposes only and
shal | approve Nanmed Plaintiffs as adequate representatives

of the Cl ass.

B. Def endants do not consent to certification of the
Settlement Class for any purpose other than to effectuate
the settlenent of the National Cass Case. |If this
Stipulation is term nated pursuant to its terns or for any
ot her reason, the order certifying the Cass and al
prelimnary and/or final findings regarding the Prelimnary
Approval Order shall be automatically vacated upon notice

16
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to the Court of the term nation of the Stipulation, and the
litigation shall proceed as though the Settl enent C asses
had never been certified and such findings had never been

made.

| V. SETTLEMENT RELI EF

A. The Credit | nsurance Sub-Class will accept as
conplete relief for the Clains advanced relating to Credit
| nsurance the FTC Redress Process established pursuant to
the Stipulated Judgnment in the FTC Action that requires
Def endants to establish a $215 mllion redress fund that
the FTC will distribute pursuant to the FTC Redress
Process. Pursuant to this Stipulation, Cass Menbers wll
have an opportunity to participate in the FTC Redress
Process and potentially to receive a full or partial refund
of any insurance prem um paid to The Associates in
conjunction with the purchase of Credit I|nsurance during
the Class Period. A significant factor in the $215 mllion

settlenment is the exi stence of the National Cd ass Case.

B. Def endants, Plaintiffs and Plaintiffs' counse
wi Il be consulted regarding, and have input in, the
adm ni stration of the FTC Redress Process, however, the FTC
shal | have sole discretion with respect to the FTC Redress

Pr ocess.

17
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conpensation to such Arizona Case C ass Menbers shall be
deposited in an interest bearing account within 30 days
after the deadline for filing clains related to the FTC

Redress Process regarding Credit Insurance.

H. In the event that the provision of a particular
formof relief would cause an adverse tax consequence to
the C ass Menber, Defendants shall not be obligated to
provide that formof relief, or to conpensate Cl ass Menber

for the tax consequence.

| . Def endants and Co- Lead Counsel agree and warrant
that they will act in good faith in overseeing and

i mpl enenting this Stipul ation.

V. CLASS NOTI CE

A. No | ater than 60 days before the Fairness
Hearing, the FTC and Plaintiffs shall cause to be sent, by
first class mail, postage prepaid to each reasonably

identifiable C ass Menber.

B. Def endant s shal |l provide Co-Lead Counsel the data
necessary to send the Class Notice to the Refinance Sub-
Cl ass nenbers within the sanme tinme periods that Defendants
are providing the data to the FTC necessary to send the

Class Notice to the Credit | nsurance Sub-d ass.

20
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C. In connection with the inplenmentation of the FTC
Redress Process, the FTC shall transmt such other forns
and notices to Cass Menbers of the Credit |nsurance Sub-
Class. In connection with the Refinance C ass Redress
Process, the Plaintiffs shall transmt such other necessary
forms and notices to C ass Menbers of the Refinance Sub-
Class, if any, subject to the approval of Co-Lead Counsel,

wi th input from Defendants, and the Court.

D. Plaintiffs' Co-Lead Counsel shall retain an
Adm nistrator to help inplenent the Refinance Redress
Process. The Adm nistrator may assist with various
adm ni strative tasks related to the Refinance Redress
Process, including, without Iimtation, (i) mailing or
arranging for the mailing of the Class Notice to C ass
Menbers, (ii) handling returned nmail not delivered to C ass
nmenbers, (iv) attenpting to obtain updated address
information for any Class Notices returned wthout a
forwardi ng address, (v) making one additional mailing to
any Cl ass Menber for whom an updated address is |ocated,
(vi) receiving and mai ntai ning on behalf of the Court any
Cl ass Menber correspondence regardi ng requests for
excl usi on and objections to the Stipulation, and (vii) the

i ssuance of checks to class nenbers receiving paynents from

21
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t he Refi nance Redress Fund. The Adm nistrator shall conply

with all applicable abandoned property statutes.

VI. OBJECTI ONS TO SETTLEMENT

A Each C ass Menber who wi shes to excl ude
hi nsel f/ herself fromthe Cass nust submt an appropriate
witten request for exclusion, including his/her nane,
address and tel ephone nunber, with the Clerk of the Court,
in care of the post-office box rented for that purpose not
| ater than 20 days before the Fairness Hearing. No C ass
Menber, or any person acting on behalf of or in concert or
participation with that C ass Menber, may exclude any ot her
Cl ass Menber fromthe Class. The original requests for
exclusion shall be filed with the Court by Co-Lead Counsel
at or before the Fairness Hearing. |f the proposed
settlenent is approved, any and all C ass Menbers who have

not submtted a tinely, witten request for exclusion from

15 jIF33the C 429 sBaBl bealound by alllv pf bdeedljingssS dd der Iand Tc

22
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B. Any Class Menber who has not filed a tinely
witten request for exclusion and who wi shes to object to
the fairness, reasonabl eness or adequacy of this
Stipulation or the proposed settlenment, or to the award of
Attorneys' Fees and Expenses, nust deliver to Co-Lead
Counsel and Defendants' Counsel and file with the Court, no
| ater than 20 days before the Fairness Hearing or as the
Court may otherw se direct, a statenent of his/her
objection, as well as the specific reason(s), if any, for
each objection, including any | egal support the C ass
Menmber wishes to bring to the Court's attention and any
evi dence the Cl ass Menber wi shes to introduce in support of
the objection. Cass Menbers nmay so object either on their

own or through an attorney hired at their own expense.

C. If a Cass Menber hires an attorney to represent
hi mMher, the attorney nust (i) file a notice of appearance
with the erk of Court no later than 20 days before the
Fai rness Hearing, or as the Court may otherw se direct, and
(ii) deliver to Co-Lead Counsel and Defendants' Counsel not
| ater than 20 days before the Fairness Hearing a copy of

t he sane.

D. Any C ass Menber who files and serves a witten

obj ection nay appear at the Fairness Hearing, either in

23
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person or through personal counsel hired at the d ass
Menber's expense, to object to the fairness, reasonabl eness
or adequacy of this Stipulation or the proposed settl enent,
or the award of Attorneys' Fees and Expenses. C ass
Menbers and their attorneys intending to nmake an appearance
at the Fairness Hearing nmust deliver to Co-Lead Counsel and
Def endants' Counsel and file with the Court no |l ater than
20 days before the Fairness Hearing, or as the Court may
otherwise direct, a notice of intention to appear as well
as a witten description of their objections to the

settl enent.

VII. ATTORNEYS FEES AND EXPENSES

A Co- Lead Counsel agree to nmake an application for
an award of Attorneys’ Fees and Expenses in the National
Class Case to be set by the JAMS Medi ators, the Honorable
Eugene F. Lynch (Ret.) and The Honorabl e Dani el Wi nstein
(Ret.). Such Attorneys' Fees and Expenses shall be set by
said nmediators between $20 and $25 million. Defendants
will deposit the Attorneys' Fees and Expenses into an
i nterest-bearing escrow account 10 days after the
Prelim nary Approval Order is signed and entered. The
anount deposited, wth interest accrued thereon, wll be
distributed to Plaintiffs' Co-Lead Counsel no sooner than

on the Final Settlenent Date. Interest will continue to

24
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accrue at all tines on the escrow anount for the benefit of

Plaintiffs' Counsel.

B. Co-Lead Counsel, in its discretion and in
consultation with the JAMS Medi ators, The Honorabl e Eugene
F. Lynch (Ret.) and The Honorabl e Daniel Winstein (Ret.),
shall allocate and distribute this award of Attorneys' Fees

and Expenses anong counsel for the National C ass.

C. If the Court denies, in whole or part, Co-Lead
Counsel 's fee and expense application, the renai nder of the

terms of this agreenent shall remain in effect.

VI, RELEASE, WAI VER AND ORDER OF DI SM SSAL

A. Rel ease and Waiver. Plaintiffs and the C ass

agree to the follow ng rel ease and wai ver, which shall take

ef fect upon entry of the Final Order and Judgnent:

1. Plaintiffs and all C ass Menbers hereby
expressly agree that they shall rel ease and di scharge the
Rel easees from and shall not now or hereafter institute,
participate in, naintain, maintain a right to or assert
agai nst the Rel easees, either directly or indirectly, on
their own behalf, or on behalf of the C ass or any other
person or entity, any and all causes of action, clains,
damages, awards, equitable, legal and adm nistrative

relief, interest, demands or rights, including, wthout

25
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[imtation, clains for rescission, restitution for al
damages of any kind, including those in excess of actual
damages, and clains for nental angui sh, whether based on
federal, state or local law, statute, ordinance,

regul ation, contract, common |aw, or any other source, that
have been, could have been, may be or could be alleged or
asserted now or in the future by Plaintiffs or any C ass
Menber agai nst the Rel easees or any of themin the National
Class Case or in any other court action or before any

adm ni strative body (including any brought by or on behalf
of any state attorney general or Departnent of Insurance or
other regulatory entity or state prosecutorial or other
organi zation), tribunal, arbitration panel, or other

adj udi catory body, in connection with all purchases of
Credit Insurance in connection with a real estate secured
or personal |oan originated by The Associ at es bet ween
Decenber 1, 1995 and Novenber 30, 2000 and in connection
with the refinance by The Associ ates between Decenber 1,
1995 and Novenber 30, 2000 of a real estate secured |oan

origi nated by The Associ at es.

2. In connection with this Release, Plaintiffs
and the Cl ass Menbers acknow edge that they are aware that
they may hereafter discover clainms presently unknown or

unsuspected, or facts in addition to or different from

26
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favor at the tine of executing the release, which if known
by himnust have materially affected his settlenent with

t he debtor.

4. Al'l other individual and class cases agai nst
The Associates in which one or nore of Plaintiffs' counsel
is counsel of record, including, but not limted, to the
O her O ass Cases, shall be dismssed with prejudice by the
Final Settlenment Date. |In addition, the Beasley, Allen
class action case in Tennessee captioned Lee v. G tigroup
Inc., No. CH-02-0897-1 (Chancery Court of Shel by County,

Tenn.), shall be dism ssed with prejudice.

5. Plaintiffs and the C ass Menbers hereby
agree and acknow edge that the provisions of this Rel ease

t oget her constitute an essential termof the Stipulation.

6. Nothing in this Stipulation of Settlenent
shall in any way conpromni se any C ass Menber's right to
pursue a claimfor paynment on any Credit |nsurance policy,

or any claimrelated to the proper servicing of a |oan.

B. Order of Dismssal and Rel ease. The Parties wll

seek and obtain fromthe Court a Final Order and Judgnent
(for which, as a condition of settlenment, the tinme for
appeal has expired w thout any nodifications in the Final

Order and Judgnment). The Final Oder and Judgnent shall,
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the Parties and/or their attorneys with respect to this

Stipul ation.

C. The Stipulation will term nate at the sole option

and di scretion of Defendants or Plaintiffs if:

1. The Court, or any appellate court(s),
rejects, nodifies or denies approval of any nmateri al

porti par of onh@DPOoBosedvEaSt IOEMENI0S Tieft-t134 26ALON r M5 TGl bat The TRe&p

30

376555.09-D.C. Server 2A MSW - Draft September 18, 2002 -4:43 PM



10

11

12

13

14

15

16

17

18

19

20

21

22

2. This Stipulation, all of its provisions, and
all negotiations, statenents and proceedings relating to it
shall be without prejudice to the rights of Defendants,
Plaintiffs or any other O ass Menber, all of whom shall be
restored to their respective positions (regarding the
provi sions of this Stipulation) existing inmediately before

t he execution of the Term Sheet;

3. Neither this Stipulation, nor the fact of
its having been nade, shall be adm ssible or entered into

evi dence for any purpose what soever; and

4. Any order or judgnent with respect to the
settlement referred to herein entered after the date of
this Stipulation will be deened vacated and w Il be w thout

any force or effect.

Xl . CONTI NUI NG JURI SDI CTI ON
1. The Superior Court for the City and County
of San Francisco will have continuing jurisdiction over the

Nati onal C ass Case until the nmatter is resol ved.

2. The Parties agree that the JAMS Medi ators
w Il resolve any disputes that nay arise anong the Parties
and/or their attorneys with respect to the settl enent

agreenent .
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XI'l . REPRESENTATI ONS AND WARRANTI ES

A Subj ect to approval by the Court in the National
Cl ass Case, Co-Lead Counsel represents and warrants that it
is authorized to enter into this Stipulation on behalf of
the Plaintiffs in the National C ass case and all C ass
Menbers (upon the Court's certification of the Cass), and
believes that it is in the best interests of the Plaintiffs

and the National C ass.

B. Def endant s’ Counsel represents and warrants that
it is authorized to enter into this Stipulation on behalf

of all Defendants in the National C ass Case.
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Dat e:

376555.09-D.C. Server 2A

Andrew L. Sandl er, Esq.

Benjam n B. Kl ubes, Esq.

Skadden, Arps, Slate, Meagher
& Flom LLP

1440 New York Avenue, N W

Washi ngton, D.C. 20005-2111
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