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Large accelerated filer x Accelerated filer o Non-accelerated filer o Smaller reporting company o
(Do not check if a smaller
reporting company)
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: 208,660,500 shares of common stock, $0.001 par value per share, outstanding on August 4, 2015.



Edgar Filing: RADIAN GROUP INC - Form 10-Q




Edgar Filing: RADIAN GROUP INC - Form 10-Q

TABLE OF CONTENTS
Page
Number
Glossary of Abbreviations and Acronyms 3
Cautionary Note Regarding Forward Looking Statements—Safe Harbor Provisions 7
PART I—FINANCIAL INFORMATION
Item 1. Financial Statements (Unaudited) 10
Condensed Consolidated Balance Sheets 10
Condensed Consolidated Statements of Operations 11
Condensed Consolidated Statements of Comprehensive Income (I.oss) 12
Condensed Consolidated Statements of Changes in Common Stockholders’ Equity 13
Condensed Consolidated Statements of Cash Flows 14
Notes to Unaudited Condensed Consolidated Financial Statements 15

Note 1 - Condensed Consolidated Financial Statements—Significant Accounting Policies an(} 5
Business Overview

Note 2 - Discontinued Operations 18

Note 3 - Segment Reporting 20
Note 4 - Fair Value of Financial Instruments 24
Note 5 - Investments 27
Note 6 - Goodwill and Other Intangible Assets. Net 30
Note 7 - Reinsurance 32
Note 8 - Other Assets 33
Note 9 - Losses and Loss Adjustment Expense 33
Note 10 - Long-Term Debt 36
Note 11 - Accumulated Other Comprehensive (Loss) Income 40
Note 12 - Income Taxes 41
Note 13 - Statutory Information 42
Note 14 - Selected Financial Information of Registrant—Radian Group—Parent Company Ody
Note 15 - Commitments and Contingencies 44
Note 16 - Capital Stock 46
Note 17 - Net Income Per Share 46
Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations 48
Item 3. Quantitative and Qualitative Disclosures About Market Risk 71
Item 4. Controls and Procedures 8

PART II—OTHER INFORMATION

Item 1. Legal Proceedings 79
Item 1A. Risk Factors 81
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds 83
Item 6. Exhibits 83
SIGNATURES 84
EXHIBIT INDEX 85
2




Edgar Filing: RADIAN GROUP INC - Form 10-Q

GLOSSARY OF ABBREVIATIONS AND ACRONYMS

The list which follows includes the definitions of 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 Form 10-K
2014 Master Policy
ABS

Alt-A

AOCI
Appeals
ASR
Assured

Available Assets

BofA Settlement
Agreement

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

DTAs

DTLs
Exchange Act
Fannie Mae
FHA

FHFA

FICO
First-liens

Flow Business

Definition

Annual Report on Form 10-K for the year ended December 31, 2014

Radian Guaranty’s Master Policy that became effective October 1, 2014

Asset-backed securities

Alternative-A loan where the documentation is generally limited as compared to fully
documented loans (considered a non-prime loan grade)

Accumulated other comprehensive income (loss)

Internal Revenue Service Office of Appeals

Accelerated share repurchase

Assured Guaranty Corp., a subsidiary of Assured Guaranty Ltd.

As defined in the PMIERS, these assets primarily include the liquid assets of a mortgage
insurer and its affiliated reinsurers, and exclude unearned premium reserves

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, in
order to resolve various actual and potential claims or disputes as to mortgage insurance
coverage on certain Subject Loans

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 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 past due

Rate at which defaulted loans result in a claim

The assessed tax liabilities, penalties and interest associated with a formal notice of
deficiency letter from the IRS

Deferred tax assets

Deferred tax liabilities

Securities and Exchange Act of 1934, as amended

Federal National Mortgage Association

Federal Housing Administration

Federal Housing Finance Agency

Fair Isaac Corporation

First-lien mortgage loans

With respect to mortgage insurance, transactions in which mortgage insurance is provided
on mortgages on an individual loan basis as they are originated. Flow Business contrasts
with Structured Transactions, in which mortgage insurance is provided on a group of
mortgages after they have been originated
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Definition

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

Freddie Mac

Freddie Mac Agreement

GAAP

Green River Capital
GSEs

HPA

IBNR

IIF

Implementation Date

Initial QSR Transaction

Insureds

IRS
LAE

Legacy Portfolio

Loss Mitigation
Activity/Activities

LTV

Master Policies
Minimum Required
Assets

Model Act
Monthly Premium
Policy/Policies
Moody’s

Mortgage Insurance

MPP Requirement

NAIC
NIW
NOL

Notices of Deficiency

OCI
PDR
Persistency Rate

Federal Home Loan Mortgage Corporation

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

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)

Homeowners Protection Act

Losses incurred but not reported

Insurance in force

The February 1, 2015 commencement date for activities pursuant to the BofA Settlement
Agreement

Initial quota share reinsurance agreement entered into with a third-party reinsurance
provider in the second quarter of 2012

Insured parties, with respect to the BofA Settlement Agreement, Countrywide Home Loans,
Inc. and Bank of America, N.A., as a successor to BofA Home Loan Servicing f/k/a
Countrywide Home Loans Servicing LP

Internal Revenue Service

Loss adjustment expense, which includes the cost of investigating and adjusting losses and
paying claims

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 which is 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 PMIERSs, calculated based
on net RIF and a variety of measures designed to evaluate credit quality

Mortgage Guaranty Insurers Model Act

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
Certain states’ statutory or regulatory risk-based capital requirement that the mortgage
insurer must maintain a minimum policyholder position, which is calculated based on both
risk and surplus levels

National Association of Insurance Commissioners

New insurance written

Net operating loss, calculated on a tax basis

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

Other comprehensive income (loss)

Premium deficiency reserve

The percentage of insurance in force that remains on our books after any 12-month period
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Term

PMIERs

PMIERs Financial
Requirements

Prior Master Policy

QSR
QSR Transactions
Radian

Radian Asset Assurance
Radian Asset Assurance

Stock Purchase
Agreement

Radian Group
Radian Guaranty

RBC States

Red Bell
Reinstatements
REMIC

REO

Rescission

RESPA
RGRI

RIF
Risk-to-capital

RMBS
S&P

SAP
SEC
Second QSR Transaction

Second-liens

Senior Notes due 2017
Senior Notes due 2019
Senior Notes due 2020

Services

Servicing Only Loans
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Definition

Private Mortgage Insurer Eligibility Requirements that were issued by the FHFA in
proposed form for public comment on July 10, 2014 and issued in final form on April 17,
2015, as updated on June 30, 2015

Financial requirements of the PMIERSs

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

Quota share reinsurance

The Initial QSR Transaction and Second QSR Transaction, collectively

Radian Group Inc. together with its consolidated subsidiaries

Radian Asset Assurance Inc., a New York domiciled insurance subsidiary of Radian
Guaranty

The Stock Purchase Agreement dated December 22, 2014, between Radian Guaranty and
Assured Guaranty Corp., a subsidiary of Assured Guaranty Ltd. (“Assured”), to sell 100% of
the issued and outstanding shares of Radian Asset Assurance, Radian’s financial guaranty
insurance subsidiary, to Assured

Radian Group Inc., the registrant

Radian Guaranty 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, LL.C, 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

Real Estate Settlement Procedures Act of 1974

Radian Guaranty Reinsurance Inc., a Pennsylvania domiciled insurance subsidiary of
Enhance Financial Services Group Inc., a New York domiciled non-insurance subsidiary of
Radian Group

Risk in force, which approximates the maximum loss exposure at any point in time
Under certain state regulations, a minimum ratio of statutory capital calculated relative to
the level of net risk in force

Residential mortgage-backed securities

Standard & Poor’s Financial Services LLC

Statutory accounting practices include those required or permitted, if applicable, by the
insurance departments of the respective states of domicile of our insurance subsidiaries
United States Securities and Exchange Commission

Second Quota share reinsurance transaction entered into with a third-party reinsurance
provider in the fourth quarter of 2012

Second-lien mortgage loans

Our 9.000% unsecured senior notes due June 2017 ($195.5 million principal amount)

Our 5.500% unsecured senior notes due June 2019 ($300 million principal amount)

Our 5.250% unsecured senior notes due June 2020 ($350 million principal amount)
Radian’s Mortgage and Real Estate Services business segment, which provides mortgage-
and real estate-related products and services to the mortgage finance market

With respect to the BofA Settlement Agreement, loans other than Legacy Loans that were or
are serviced by the Insureds and were 90 days or more past due as of July 31, 2014, or if
servicing has been transferred to a servicer other than the Insureds, 90 days or more past due
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Term Definition
Single Premium Insurance policies where premiums are paid as a single payment at origination
Policy/Policies P p p gle pay £

The stage a loan is in relative to the foreclosure process, based on whether or not a
Stage of Default

foreclosure sale has been scheduled or held
Statutory RBC Risk-based capital requirement imposed by the RBC States, requiring a minimum surplus
Requirement level and, in certain states, a minimum ratio of statutory capital relative to the level of risk

With respect to mortgage insurance, transactions in which mortgage insurance is provided
on a group of mortgages after they have been originated. Structured Transactions contrast
with Flow Business, in which mortgage insurance is provided on mortgages on an
individual loan basis as they are originated
Loans covered under the BofA Settlement Agreement, comprising Legacy Loans and
Servicing Only Loans
A putative class action under RESPA titled White v. PNC Financial Services Group filed in
the U.S. District Court for the Eastern District of Pennsylvania
A putative class action under RESPA titled Menichino, et al. v. Citibank, N.A., et al. filed in
the U.S. District Court for the Western District of Pennsylvania
A putative class action under RESPA titled Manners, et al. v. Fifth Third Bank, et al. filed in
the U.S. District Court for the Western District of Pennsylvania
The time period from the point a loan reaches default status (based on the month the default
occurred) to the current reporting date
U.S. The United States of America
U.S. Treasury United States Department of the Treasury
Variable interest entity is a legal entity subject to the variable interest entity subsections of
the accounting standard regarding consolidation, and generally includes a corporation, trust
VIE or partnership in which, by design, equity investors do not have a controlling financial
interest or do not have sufficient equity at risk to finance activities without additional
subordinated financial support

Structured Transactions

Subject Loans

The White Case

The Menichino Case
The Manners Case

Time in Default

10
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Cautionary Note Regarding Forward Looking Statements—Safe Harbor Provisions

All statements in this report that address events, developments or results that we expect or anticipate may occur in the
future are “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, Section 21E
of the Exchange Act and the U.S. Private Securities Litigation Reform Act of 1995. In most cases, forward-looking
statements may be identified by words such as “anticipate,” “may,” “will,” “could,” “should,” “would,” “expect,” “intend,” “pl
“contemplate,” “believe,” “estimate,” “predict,” “project,” “potential,” “continue,” “seek,” “strategy,” “future,” “likely” or the
other variations on these words and other similar expressions. These statements, which may include, without
limitation, projections regarding our future performance and financial condition, are made on the basis of
management’s current views and assumptions with respect to future events. Any forward-looking statement is not a
guarantee of future performance and actual results could differ materially from those contained in the forward-looking
statement. These statements speak only as of the date they were made, and we undertake no obligation to update or
revise any forward-looking statements, whether as a result of new information, future events or otherwise. We operate
in a changing environment. New risks emerge from time to time and it is not possible for us to predict all risks that
may affect us. The forward-looking statements, as well as our prospects as a whole, are subject to risks and
uncertainties that could cause actual results to differ materially from those set forth in the forward-looking statements
including:

changes in general economic and political conditions, including unemployment rates, changes in the U.S. housing and
mortgage credit markets, declines in home prices and property values, the performance of the U.S. or global
economies, the amount of liquidity in the capital or credit markets, changes or volatility in interest rates or consumer
confidence and changes in credit spreads, all of which may be impacted by, among other things, legislative activity or
inactivity, actual or threatened downgrades of U.S. government credit ratings, or actual or threatened defaults on U.S.
government obligations;

changes in the way customers, investors, regulators or legislators perceive the strength of private mortgage insurers;
catastrophic events, increased unemployment, home price depreciation or other negative economic changes generally
or in geographic regions where our mortgage insurance exposure is more concentrated;

Radian Guaranty’s ability to remain eligible under applicable requirements imposed by the FHFA and by the GSEs to
insure loans purchased by the GSEs;

our ability to maintain sufficient holding company liquidity to meet our short- and long-term liquidity needs. We
expect to contribute a portion of our holding company liquidity to support Radian Guaranty’s compliance with the
PMIERs Financial Requirements which become effective for existing mortgage insurers on December 31, 2015. Our
projections regarding the amount of holding company liquidity that we may contribute to Radian Guaranty to comply
with the PMIERs Financial Requirements are based on our estimates of Radian Guaranty’s Minimum Required Assets
and Available Assets, which may not prove to be accurate, and which could be impacted by: (1) our ability to receive,
as currently expected, GSE approval for the amendments to our existing reinsurance arrangements and receive the full
PMIERs benefit for these arrangements; (2) whether we elect to convert certain liquid assets into PMIERs-compliant
Available Assets; (3) the product mix of our NIW and factors affecting the performance of our mortgage insurance
business, including our level of defaults, prepayments, the losses we incur on new or existing defaults and the credit
characteristics of our mortgage insurance; and (4) how much capital we expect to maintain at our mortgage insurance
subsidiaries in excess of the amount required to satisfy the PMIERs Financial Requirements. Contributions of holding
company cash and investments from Radian Group will leave less liquidity to satisfy Radian Group’s future
obligations. Depending on the amount of holding company contributions that we make, we may be required or may
decide to seek additional capital by incurring additional debt, by issuing additional equity, or by selling assets, which
we may not be able to do on favorable terms, if at all;

our ability to maintain an adequate level of capital in our insurance subsidiaries to satisfy existing and future state
regulatory requirements, including new capital adequacy standards that currently are being developed by the NAIC
and that could be adopted by states in which we write business;
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changes in the charters or business practices of, or rules or regulations imposed by or applicable to the GSEs,
including: (1) the implementation of the final PMIERS (as updated on June 30, 2015) which will (a) increase the
amount of capital that Radian Guaranty is required to hold, and therefore, reduce our current returns on subsidiary
capital, (b) potentially impact the type of business that Radian Guaranty is willing to write, which could reduce our
NIW and market share, (c) impose extensive and more stringent operational requirements in areas such as claim
processing, loss mitigation, document retention, underwriting, quality control, reporting and monitoring, among
others, that may result in additional costs to achieve and maintain compliance, and (d) require the consent of the GSEs
for Radian Guaranty to take certain actions such as paying dividends, entering into various inter-company agreements,
and commuting or reinsuring risk, among others; (2) changes that could limit the type of business that Radian
Guaranty and other private mortgage insurers are willing to write or that could impact the process for selecting a
mortgage insurance provider, which could reduce our NIW and market share; (3) changes that could increase the cost
of private mortgage insurance, including as compared to the FHA pricing, or result in the emergence of other forms of
credit enhancement; and (4) changes that could require us to alter our business practices and which may result in
substantial additional costs;

our ability to continue to effectively mitigate our mortgage insurance losses, including a decrease in net Rescissions,
Claim Denials or Claim Curtailments resulting from an increase in the number of successful challenges to previous
Rescissions, Claim Denials or Claim Curtailments (including as part of one or more settlements of disputed
Rescissions or Claim Denials), or as a result of the GSEs intervening in or otherwise limiting our loss mitigation
practices, including settlements of disputes regarding Loss Mitigation Activities;

the negative impact that our Loss Mitigation Activities may have on our relationships with our customers and
potential customers, including the potential loss of current or future business and the heightened risk of disputes and
litigation;

any disruption in the servicing of mortgages covered by our insurance policies, as well as poor servicer performance;
a substantial decrease in the persistency rates of our mortgage insurance policies, which has the effect of reducing our
premium income from our Monthly Premium Policies and could decrease the profitability of our mortgage insurance
business;

heightened competition for our mortgage insurance business from others such as the FHA, the U.S. Department of
Veterans Affairs and other private mortgage insurers (including with respect to other private mortgage insurers, those
that have been assigned higher ratings than we have, that may have access to greater amounts of capital than we do, or
that are new entrants to the industry, and therefore, are not burdened by legacy obligations) and the impact such
heightened competition may have on our returns and our NIW;

the increased utilization of customized (reduced) rates on lender-paid, single premium mortgage insurance products
and potentially other mortgage insurance products, which could further reduce our overall average premium rates and
returns and, to the extent we decide to limit this type of business, could adversely impact our market share and our
customer relationships;

changes to the current system of housing finance, including the possibility of a new system in which private mortgage
insurers are not required or their products are significantly limited in effect or scope;

the effect of the Dodd-Frank Wall Street Reform and Consumer Protection Act on the financial services industry in
general, and on our businesses in particular;

the adoption of new or application of existing federal or state laws and regulations, or changes in these laws and
regulations or the way they are interpreted, including, without limitation: (1) the resolution of existing, or the
possibility of additional, lawsuits, inquiries or investigations (including a recent inquiry from the Wisconsin Office of
the Commissioner of Insurance to all private mortgage insurers pertaining to customized insurance rates and terms
offered to mortgage insurance customers); (2) changes to the Model Act being considered by the NAIC that could
include more stringent capital and other requirements for Radian Guaranty in states that adopt the new Model Act in
the future; and (3) legislative and regulatory changes (a) impacting the demand for our products, (b) limiting or
restricting the products we may offer or increasing the amount of capital we are required to hold, (c) affecting the
form in which we execute credit protection, or (d) otherwise impacting our existing businesses or future prospects;

13
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the amount and timing of potential payments or adjustments associated with federal or other tax examinations,
including deficiencies assessed by the IRS resulting from the examination of our 2000 through 2007 tax years, which
we are currently contesting;
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the possibility that we may fail to estimate accurately the likelihood, magnitude and timing of losses in connection
with establishing loss reserves for our mortgage insurance business;
volatility in our results of operations caused by changes in the fair value of our assets and liabilities, including a
significant portion of our investment portfolio;
changes in GAAP or SAP, if applicable, by the insurance departments of the respective states of domicile of our
insurance subsidiaries rules and guidance, or their interpretation;
legal and other limitations on amounts we may receive from our subsidiaries as dividends or through our tax-
and expense-sharing arrangements with our subsidiaries; and
the possibility that we may need to impair the estimated fair value of goodwill established in connection with our
acquisition of Clayton, the valuation of which requires the use of significant estimates and assumptions with respect to
the estimated future economic benefits arising from certain assets acquired in the transaction such as the value of
expected future cash flows of Clayton, Clayton’s workforce, expected synergies with our other affiliates and other
unidentifiable intangible assets.
For more information regarding these risks and uncertainties as well as certain additional risks that we face, you
should refer to the Risk Factors detailed in Item 1A of our 2014 Form 10-K, and in our subsequent quarterly and other
reports, including Item 1A of Part II of this Quarterly Report on Form 10-Q, filed from time to time with the SEC. We
caution you not to place undue reliance on these forward-looking statements, which are current only as of the date on
which we issued this report. We do not intend to, and we disclaim any duty or obligation to, update or revise any
forward-looking statements to reflect new information or future events or for any other reason.

15
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PART I—FINANCIAL INFORMATION

Radian Group Inc.
CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)

($ in thousands, except share amounts)

ASSETS

Investments (Note 5)

Fixed-maturities available for sale—at fair value (amortized cost $1,196,446 and
$528,660)

Equity securities available for sale—at fair value (cost $573 and $76,900)
Trading securities—at fair value

Short-term investments—at fair value

Other invested assets

Total investments

Cash

Restricted cash

Accounts and notes receivable

Deferred income taxes, net (Note 12)

Goodwill and other intangible assets, net (Note 6)

Other assets (Note 8)

Assets held for sale (Note 2)

Total assets

LIABILITIES AND STOCKHOLDERS’ EQUITY

Unearned premiums

Reserve for losses and loss adjustment expense (“LAE”) (Note 9)

Long-term debt (Note 10)

Other liabilities

Liabilities held for sale (Note 2)

Total liabilities

Commitments and Contingencies (Note 15)

Equity component of currently redeemable convertible senior notes (Note 10)
Stockholders’ equity

Common stock: par value $.001 per share; 485,000,000 shares authorized at June 30,

2015 and December 31, 2014, respectively; 226,147,213 and 208,601,020 shares
issued at June 30, 2015 and December 31, 2014, respectively; 208,586,516 and
191,053,530 shares outstanding at June 30, 2015 and December 31, 2014,
respectively

Treasury stock, at cost: 17,560,597 and 17,547,490 shares at June 30, 2015 and
December 31, 2014, respectively

Additional paid-in capital

Retained earnings

Accumulated other comprehensive (loss) income (“AOCI”) (Note 11)

Total stockholders’ equity

Total liabilities and stockholders’ equity

See Notes to Unaudited Condensed Consolidated Financial Statements.

June 30,
2015

$1,178,842

881
1,466,435
1,649,370
13,620
4,309,148
51,381
12,633
72,093
651,238
290,640
349,371

$5,736,504

$665,947
1,204,792
1,224,892
278,929

3,374,560

8,546

226

(893,176

2,709,721
548,161
(11,534
2,353,398
$5,736,504

December 31,
2014

$536,890

143,368
1,633,584
1,300,872
14,585
3,629,299
30,465
14,031
85,792
700,201
288,240
357,864
1,736,444
$6,842,336

$644,504
1,560,032
1,192,299
326,743
947,008
4,670,586

74,690

209

(892,961 )

2,531,513
406,814
51,485
2,097,060
$6,842,336
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Radian Group Inc.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)

($ in thousands, except per share amounts)

Revenues:

Net premiums earned—insurance

Services revenue

Net investment income

Net gains on investments and other financial instruments
Other income

Total revenues

Expenses:

Provision for losses

Policy acquisition costs

Direct cost of services

Other operating expenses

Interest expense

Loss on induced conversion and debt extinguishment (Note
10)

Amortization and impairment of intangible assets

Total expenses

Three Months Ended
June 30,

2015 2014
$237,437 $203,646
43,503 —
19,285 16,663
28,448 25,332
1,743 1,739
330,416 247,380
32,560 64,648
6,963 6,746
23,520 —
67,731 60,751
24,501 22,348
91,876 —
3,281 —
250,432 154,493

Six Months Ended
June 30,

2015 2014
$462,032 $402,408
74,133 —
36,613 31,981
45227 68,300
3,074 2,865
621,079 505,554
77,588 114,274
14,713 13,763
42773 —
121,505 115,258
48,886 42275
91,876 —
6,304 —
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