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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

ihlggl,}l({)};gRLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
For the quarterly period ended September 30, 2017

z)iR?:ZNSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
For the transition period from to

Commission File Number 1-11356

Radian Group Inc.
(Exact name of registrant as specified in its charter)

Delaware 23-2691170
(State or other jurisdiction of incorporation or organization) (I.R.S. Employer Identification No.)

1500 Market Street, Philadelphia, PA 19102
(Address of principal executive offices) (Zip Code)
(215) 231-1000

(Registrant’s telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90

days. Yes x No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes x No o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
smaller reporting company, or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated
filer,” “smaller reporting company” and “emerging growth company” in Rule 12b-2 of the Exchange Act.

Emerging
growth
company o

Large . Accelerated filer Non-accelerated filer o Smaller reporting company
accelerated filer x o 0

(Do not check if a smaller

reporting company)
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. o



Edgar Filing: RADIAN GROUP INC - Form 10-Q

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange

Act). Yes o No x

APPLICABLE ONLY TO CORPORATE ISSUERS:

Indicate the number of shares outstanding of each of the issuer’s classes of common stock, as of the latest practicable
date: 215,565,249 shares of common stock, $0.001 par value per share, outstanding on November 1, 2017.
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GLOSSARY OF ABBREVIATIONS AND ACRONYMS

The following list defines various abbreviations and acronyms used throughout this report, including the Condensed
Consolidated Financial Statements, the Notes to Unaudited Condensed Consolidated Financial Statements and
Management’s Discussion and Analysis of Financial Condition and Results of Operations.

Term

2014 Master
Policy

2016 Form 10-K
2018 Single
Premium QSR
Transaction
ABS

Alt-A

AMT
AOCI
Appeals

Available Assets

Back-end

BofA Settlement
Agreement

Borrower

Claim
Curtailment
Claim Denial
Claim Severity
Clayton

CMBS
Convertible
Senior Notes due
2017

Convertible
Senior Notes due
2019

Cures

Default to Claim
Rate

Deficiency
Amount
Exchange Act

Definition
Radian Guaranty’s Master Policy that became effective October 1, 2014
Annual Report on Form 10-K for the year ended December 31, 2016

Quota share reinsurance agreement entered into with a panel of third-party reinsurance providers in
October 2017, to cede a portion of Single Premium Policy NIW beginning January 1, 2018

Asset-backed securities

Alternative-A loans, representing loans for which the underwriting documentation is generally
limited as compared to fully documented loans (considered a non-prime loan grade)

Alternative minimum tax

Accumulated other comprehensive income (loss)

Internal Revenue Service Office of Appeals

As defined in the PMIERS, assets primarily including the liquid assets of a mortgage insurer, and
reduced by premiums received but not yet earned

With respect to credit risk transfer programs established by the GSEs, policies written on loans that
are already part of an existing GSE portfolio, as contrasted with loans that are to be purchased by
the GSEs in the future

The Confidential Settlement Agreement and Release dated September 16, 2014, by and among
Radian Guaranty and Countrywide Home Loans, Inc. and Bank of America, N.A., as a successor to
BofA Home Loan Servicing f/k/a Countrywide Home Loan Servicing LP (the “Insureds”), entered
into in order to resolve various actual and potential claims or disputes as to mortgage insurance
coverage on certain Subject Loans

With respect to our securities lending agreements, the third-party institutions to which we loan
certain securities in our investment portfolio for short periods of time

Our legal right, under certain conditions, to reduce the amount of a claim, including due to servicer
negligence

Our legal right, under certain conditions, to deny a claim

The total claim amount paid divided by the original coverage amount

Clayton Holdings LLC, a Delaware domiciled indirect non-insurance subsidiary of Radian Group
Commercial mortgage-backed securities

Our 3.000% convertible unsecured senior notes due November 2017 ($450 million original
principal amount)
Our 2.250% convertible unsecured senior notes due March 2019 ($400 million original principal

amount)

Loans that were in default as of the beginning of a period and are no longer in default because
payments were received and the loan is no longer 60 or more days past due

The assumed percentage of defaulted loans that will result in a claim

The assessed tax liabilities, penalties and interest associated with a formal Notice of Deficiency
letter from the IRS
Securities Exchange Act of 1934, as amended
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Term
Fannie Mae
FASB

FEMA

FEMA Designated
Area

FHA

FHFA

FHLB

FICO

Foreclosure Stage
Default

Freddie Mac
Freddie Mac
Agreement

Front-end

GAAP

Green River Capital
GSEs

HARP

IBNR

IIF

IRS

JCT

LAE

Legacy Loans

Legacy Portfolio

Loss Mitigation
Activity/Activities

LTV
Master Policies

Minimum Required
Assets

Model Act
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Definition

Federal National Mortgage Association

Financial Accounting Standards Board

Federal Emergency Management Agency, an agency of the U.S. Department of Homeland
Security

Generally, an area that has been subject to a disaster, designated for the purpose of
determining eligibility for various forms of federal assistance

Federal Housing Administration

Federal Home Finance Agency

Federal Home Loan Bank of Pittsburgh

Fair Isaac Corporation (“FICO”) credit scores used throughout this report, for Radian’s portfolio
statistics, represent the borrower’s credit score at origination and, in circumstances where there
is more than one borrower, the FICO score for the primary borrower is utilized

The Stage of Default indicating that the foreclosure sale has been scheduled or held

Federal Home Loan Mortgage Corporation

The Master Transaction Agreement between Radian Guaranty and Freddie Mac entered into in
August 2013

With respect to credit risk transfer programs established by the GSEs, policies written on loans
that are to be purchased by the GSEs in the future, as contrasted with loans that are already
part of an existing GSE portfolio

Accounting principles generally accepted in the United States of America

Green River Capital LLC, a wholly-owned subsidiary of Clayton

Government-Sponsored Enterprises (Fannie Mae and Freddie Mac)

Home Affordable Refinance Program

Losses incurred but not reported

Insurance in force, equal to the aggregate unpaid principal balances of the underlying loans
Internal Revenue Service

Congressional Joint Committee on Taxation

Loss adjustment expenses, which include the cost of investigating and adjusting losses and
paying claims

With respect to the BofA Settlement Agreement, loans that were originated or acquired by an
Insured and were insured by Radian Guaranty prior to January 1, 2009, excluding such loans
that were refinanced under HARP 2 (the FHFA’s extension of and enhancements to HARP)
Mortgage insurance written during the poor underwriting years of 2005 through 2008, together
with business written prior to 2005

Activities such as Rescissions, Claim Denials, Claim Curtailments and cancellations

Loan-to-value ratio, calculated as the percentage of the original loan amount to the original
value of the property

The Prior Master Policy and the 2014 Master Policy, collectively

A risk-based minimum required asset amount, as defined in the PMIERs, calculated based on
net RIF (RIF, net of credits permitted for reinsurance) and a variety of measures related to
expected credit performance and other factors

Mortgage Guaranty Insurers Model Act




Term
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Definition

Monthly and Other Insurance policies where premiums are paid on a monthly or other installment basis, excluding

Premiums
Monthly Premium
Policies

Moody’s
Mortgage
Insurance

NAIC

NIW

NOL
Notices of
Deficiency
OCI

Persistency Rate

PMIERs

Pool Insurance

Post-legacy
Post-legacy
Portfolio

Prior Master Policy

QSR Transactions

Radian

Radian Group
Radian Guaranty
Radian
Reinsurance

RBC States

Red Bell
Reinstatements
REMIC

REO

Rescission

RIF

Single Premium Policies
Insurance policies where premiums are paid on a monthly installment basis

Moody’s Investors Service

Radian’s Mortgage Insurance business segment, which provides credit-related insurance coverage,
principally through private mortgage insurance, to mortgage lending institutions

National Association of Insurance Commissioners

New insurance written

Net operating loss; for tax purposes, accumulated during years the company reported more tax
deductions than taxable income. NOLs may be carried back or carried forward a certain number of
years, depending on each jurisdiction, thus reducing the company’s tax liability

Formal letters from the IRS informing the taxpayer of an IRS determination of tax deficiency and
appeal rights

Other comprehensive income (loss)

The percentage of insurance in force that remains in force over a period of time

Private Mortgage Insurer Eligibility Requirements effective on December 31, 2015, issued by the
GSEs under oversight of the FHFA to set forth requirements an approved insurer must meet and
maintain to provide mortgage guaranty insurance on loans acquired by the GSEs

Pool Insurance differs from primary insurance in that our maximum liability is not limited to a
specific coverage percentage on an individual mortgage loan. Instead, an aggregate exposure limit,
or “stop loss,” is applied to the initial aggregate loan balance on a group or “pool” of mortgages
The time period subsequent to 2008

Mortgage insurance on loans written subsequent to 2008

Radian Guaranty’s master insurance policy in effect prior to the effective date of its 2014 Master
Policy

The quota share reinsurance agreements entered into with a third-party reinsurance provider in the
second and fourth quarters of 2012, collectively

Radian Group Inc. together with its consolidated subsidiaries

Radian Group Inc., the registrant

Radian Guaranty Inc., a Pennsylvania domiciled insurance subsidiary of Radian Group

Radian Reinsurance Inc., a Pennsylvania domiciled insurance subsidiary of Radian Group

Risk-based capital states, which are those states that currently impose a statutory or regulatory
risk-based capital requirement

Red Bell Real Estate, LLC, a wholly-owned subsidiary of Clayton

Reversals of previous Rescissions, Claim Denials and Claim Curtailments

Real Estate Mortgage Investment Conduit

Real estate owned

Our legal right, under certain conditions, to unilaterally rescind coverage on our mortgage
insurance policies if we determine that a loan did not qualify for insurance

Risk in force; for primary insurance, RIF is equal to the underlying loan unpaid principal balance
multiplied by the insurance coverage percentage, whereas for Pool Insurance it represents the
remaining exposure under the agreements
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