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February 11, 2008

RE: Mortgage Insurance Guideline Changes Effective March 1, 2008

Dear Valued Customer:

PMI employs a variety of sophisticated risk modeling tools to help assess key factors that shape the future
direction of the housing market, including housing supply, foreclosure inventory, delinquencies, employment
rates and price appreciation trends. Based on our assessment, we have observed significant market
downturns in many areas of the country during the past several months, and our models project future
downturns in a substantial number of markets.

As a result of housing market performance, and in order to continue to provide support for your ability to
facilitate sustainable homeownership for qualified borrowers, PMI is making the following guideline changes,
effective March 1, 2008:

> Loans with loan-to-value (LTV) and/or combined loan-to-value (CLTV) ratios of 97.01% and
above, regardless of the automated underwriting system (AUS) decision, are not eligible for
mortgage insurance.

> Desktop Underwriter® Expanded Approval® I (EA 1) AUS recommendations for LTV/CLTV ratios
of 95.01% and above are not eligible for mortgage insurance.

> For Limited Documentation loans, at least 50% of the total qualifying income will need to come
from non-salaried sources.

> A 5-percentage-point LTV/CLTV reduction will be required from the maximum financing
allowed for all loan products/programs, not to exceed 90% LTV/CLTV, for properties in
distressed markets. In addition, payment options ARMs and A-Minus (FICO® scores 575-619)
loans for properties in distressed markets are not eligible for mortgage insurance.

Distressed markets are defined as (1) specific geographic areas where property values are declining
or are likely to decline; and (2) specific geographic areas where property values are being influenced
by foreclosures and unemployment rates, among other factors.

This policy applies when the following indicators are present:

= The appraisal report indicates declining values; or
= A declining market message from an AUS system is received; or

= A lender’s independent research reveals that the subject property is located in a declining
market; or

= The subject property is located in an MSA/MSAD on the PMI Distressed Markets List (refer to
list within PMI Distressed Markets Policy link on Page 2).
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