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American Business
Financial Services, Inc.
Lawsuit

Contributed by, Kevin T. Kavanagh,
Partner, Wilson, Elser, Moskowitz,
Edelman & Dicker, LLP

We have recently learned that it has been
reported in publications that WNC Insurance
Services, Inc. dba WNCFirst Insurance
Services (WNCFirst) has been named as a
defendant in litigation filed in the United
States District Court for the Eastern District
of Pennsylvania by American Business
Financia Services, Inc. (ABFS) and four of
its subsidiaries who offer first and second
home equity mortgage and small business
loans. Although that is true, the alegations
against WNCFirst are entirely without merit
and, therefore, we believe it appropriate to
respond at thistime. Also named asa
defendant is Avant Garde Financial
Corporation, Inc. (Avant Garde), an insurance
brokerage firm that, as aleged by ABFS, sold
certain types of homeowner’s insurance
policies to its borrowers without actualy
obtaining coverage for them. In particular,
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From The President’s Desk
We’ve Moved And Improved!

by Carl L. Herrmann, I11

Autumn is here. Traditionaly, it's the season when people want
to sit back alittle, recharge and relax after afun but hectic
summer. But it is not so with WNCFirst. As you may already
know, we just relocated both our Simi Valley and Pasadena, CA,
offices to a bigger and better facility in South Pasadena. So, while
other folks may be watching the leaves fall, we're hard at work
to make sure that our new home brings you even higher levels of
service and, as current trends dictate, more sophisticated
information and physical security systems.

Chances are, at some time, you've & so been part of some mgjor physical relocation. I'm sure
you can recdll dl the logistica planning, coordination and scheduling required. Our move was
no exception. It took alot of planning and preparation, but al inal, it went as smoothly aswe
had hoped.

Kudos to our entire staff for the hard work they did and for limiting our total downtime to just
48 hours. Specid thanks and congratulations go to our planners, coordinators and systems
personne for doing an excellent job in all facets of our move. Great job everyone!

Because of the move to our new facility, we were able to upgrade our physical and information
security infrastructure. We installed a technologically advanced security system to make sure

that access to our facility istightly monitored and as restrictive as possible, rendering our office
virtually impenetrable.

Here’s a closer look:

e Access Control —We'reingtalling
state-of-the art sensors, motion
detectors, alarms, concealed magnetic
contacts and eectric cylinder locks at
main access doors. Employees will
be issued brand new Proximity Cards
with Photo ID’s.

e Electronic Entry Gate—\We'll be
installing alinear wireless transmitter
and issuing receiversto sdect authorized
personnel only.

e CCTV System — Mini-dome security
cameras with 3-8mm auto iris and varifoca
lenses connected to a dedicated digital
video recorder will be installed in the
computer room, parking garage, stairwells,
lobby, elevator landing and additional
locations.

continued on page 2
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ABFS dleges that Avant Garde obtained
“force placed” policies which identified ABFS
asthe insured yet represented to ABFS
borrowers that they had placed HO3
homeowner’s coverage on their behalf.
WNCFirst has asserted a cross-claim against
Avant Garde and Hal Willard, Avant Garde's
president, has also been added individually as
aparty to this litigation by WNCFirst.

WNCFirst is vigorously defending this
litigation and denies that it was involved in
any scheme to defraud ABFS and its
borrowers. To the contrary, WNCFirst was
unaware of any misrepresentations with regard
to coverages being placed by Avant Garde or
Mr. Willard on behalf of ABFS or its
policyholders during the relevant time period.
Although Willard was authorized to receive
and submit to WNCFirst proposals for the
sde of insurance products and services,
Willard did not have authority to bind any
insurance without WNCFirst's prior written
approval. Contrary to the allegations in the
complaint, WNCFirst denies that Avant Garde
or Willard was its agent, had any authority to
bind insurance coverage, make any
representations or communicate with ABFS
or its borrowers on WNCFirst's behalf.
WNCFirst adamantly deniesit was involved
in or aware of any of the fraudulent activities
alleged by ABFS. As soon as WNCFirst
learned of the irregularitiesin the insurance
coverage provided to the borrowers of ABFS,
we acted quickly and decisively. WNCFirst
immediately suspended its business activities
with Willard and following itsinitial
investigation, completely terminated any
dealings with Avant Garde or Willard.

WNCFirst places the highest value on

integrity. We want our clients and the public
a large to know that we will do everything

in our power to fulfill our commitment to
completely honest and ethical business
practices in providing insurance and financial
services.

For additiona information regarding this case,
please contact Nida Niravanh, Legal
Department Manager, 626-463-6436.

President continued from page 1

o SIRT —We are cresting a Security Incident
Response Team to rapidly respond to security
breaches 24/7.

® Security Adminigtration —We are enhancing
and expanding our security administration
practicesto include logging al security events,
documenting users and re-certifying accessto
operating systems, networks, databases,
firewals, infrastructure, software, applications,
e-mail and remote access.

® Security Awareness Training —We are
committed to continue training our employees
on issues, controls and best practices on
information security, privacy, confidentiality,
security policies, programs and risk mitigation
activities.
Asyou can see, your confidentia customer
information will always be safe with
WNCFirst. Thisis our commitment to you.
We will provide you the most effective
insurance solutions to protect your customer
information and the most extensive security
system available to safeguard the information
that you share with us.

Thank you, our customers and producers for
your patience and understanding. Without your
commitment to WNCFirst we wouldn’t have
“moved and improved”.

Who is WNCFirs?

Mandy Sokolowski, HR Representative

2003 Has been a very busy year for Mandy
Sokolowski, an HR Representative in
WNCFirst's corporate office.
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After being married this past summer she and
her husband relocated to South Pasadenato be
near the new corporate office.

Mandy's primary responsibilities are benefits
administration and recruiting.

“I really enjoy what | do here at WNCFirst,”
Mandy says. “Though HR hasits challenges,

| like being in constant contact with our
employees. My position requires me to keep
up with the latest happenings throughout the
company. | know that working closely with
management and employees, and hearing their
concerns is important, because when people
are happy with their jobs it’s reflected in the
success of the company.”

Focus on Acquisition

Here We Grow Again
by Jay Soringman, . VP

In an effort to continually expand the array of
products and services we deliver, WNCFirst
Insurance Servicesis pleased to announce the
acquisition of Insurance Management Services,
Inc. of Milwaukee Wisconsin, the premier
insurance marketing firm serving

the financid institution marketplace. The
acquisition was completed on October 6, 2003.

“We are excited about the opportunity that

IMS provides us to deliver anew product set
to our customers,” said Carl Herrmann, 111,
WNCFirst's president and chief operation
officer. “The IMS model of competitive
products, delivered with superior customer
service fits the WNCFirst business philosophy.”

Founded in 1987, IMS serves the financid
ingtitution marketplace in developing, managing
and implementing marketing programs for
products and services that generate significant
feeincome. These products and services are
marketed to customers of financial institutions
and mortgage loan servicers.

IMS has strong customer relationships with
some of the largest financial ingtitutions and
mortgage loan companiesin the U.S. The IMS
list of distinguished clientsinclude: GMAC
Mortgage, Bank of America, Citigroup and 30
other similar financia institutions. These clients
consider IMS avalued marketing partner and
consultative resource in designing, facilitating
and evaluating marketing strategies and
campaigns. Through these accounts, IMS

has marketing access to approximately
40,000,000 mortgage loan customers.

With well established contractud relationships
with numerous underwriters and product
providers, IMS has positioned itself to market
awide range of life and accidental death
insurance products, membership programs and
discount purchasing plans. In total, IMS offers
over 30 insurance and non-insurance fee
producing products. These products are
underwritten through highly regarded insurance
carriers and product providers such as.
American International Group, (AIG),
American General Assurance Company, ACE,
INA and RBC Liberty Life.

IMS delivers services to clients through a
consultative approach and focuses on client
continued on page 4
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Claims Center

Hurricane Isabel Pays
A Call
by Lynne Miller, VP/Claims & Flood

Products

On September 18, Hurricane Isabel made
landfall on the North Carolina Coast.
Thankfully, she was downgraded from a
category 5 hurricane by the time she hit.
WNC First was ready with a battery of
adjusters strategically placed aong the path.
We aso had a group of adjustersin reserve, if
the hurricane stalled and we saw even more
flooding or wind. The hurricane did move
through the affected areas relatively quickly.
and that keep the severity of the damage down.

We worked closely with Precise Adjustments
in preparing for the hurricane claims.
Additionaly, we found ourselves in the middle
of consolidating our Simi Valley office and

our Pasadena office into one in South
Pasadena a week after the hurricane made
landfall. Precise was able to take al our new
clamsand field al of our claim calls during
our move, so our customers did not experience
any service issues. That's teamwork! Most of
our commercial property, flood and force
placed mortgage are currently handled by
Precise so it was the perfect choice.

Precise Adjustments had set up a catastrophe
office near the point of Isabel’s landfall. This
alowed for new claimsto be sent directly to
their temporary office and assist in the speedy
contact with our customers. Many of our
customers experienced power outages which
necessitated that our adjusters drive to the loss
location to try and make the initial contact.
Since we were on Site, this was often our only
option if phone lines were down.

So far, the mgjority of claims being reported
are flood claims with some wind damage too.
The states that were primarily in the path are
North Caroling, Maryland, Virginia and
Pennsylvania. The most severe impact will be
in North Caroling, Virginiaand Maryland. At
this time volume of reported claims has been
moderate,

We are happy to report that claim servicein
the rest of the country has not been adversely
affected as aresult of theincreased claim
volume from Isabel. It is*business as usud”
for al claims. Nice work everyone.
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Isabel makes landfall in North Carolina, 9/18/03.

September 19, 2003 B After Isabel.
Note buildings destroyed or moved
from their foundations.

New Corporate Office Info

WNC First proudly announces the consolidation of our California offices. Growth and our focus
on service made it an easy decision. Your support made it happen.

Our Pasadena and Simi Valley facilities are now one!
Our New Combined Corporate Office

WNC First Insurance Services
899 El Centro Street
South Pasadena, CA 91030
Phone: 626-463-6400
Toll Free: 800-423-2497
Fax: 626-463-2121
Claims Phone: 626-817-0949
Claims Fax: 626-817-0945

With our new enhanced Web Site and the entire corporate staff in our new facility, we believe
we are positioned to serve you better than ever before. Please stop by for atour when you'rein
the area or visit us online at:

www.wncfirst.com
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