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IDE FENANCIAL CORPORATION, 2 Delaware corporation;
: IDE HO? BANS, INC., a New York corperaticn also d/b/a.
" i Lendmg, FULL SPECTRUM LENDING, a Illinois cm‘pm‘a' 'on,

OF VOLUNTARY COMPLIANCE AND DISCONTINUANCE
ntrodiction

This Assurance of Voluntary Compliance and Discontinuatice (FAVC” or
*Assurance” or “Agreement”™) is entered into by the Attorney General of Michigan
agting pursuant to his authotity under Michigan Consumer Protection Act, MCL.
§445.901 et seq. and the Michigan Consumer Mortgage Protection Act, MCL

445.1634; and Countrywide Financial Corporation., a Delaware corporation,

2 LOANS, INC;, a New York corporation also d/b/a Full
‘Speetrum Lending; FULL SPECTRUM LENDING and the:subsidiaries as those

«effectuating this settlement in relation to.allegations of unfair and deceptive practices

including fhie Tooserinig of underwriting standatds, Structiring infair loan products
with risky features, engaging in misleading maxketmgan,dsaies ter;hmques, ‘and
incentivizing employees and brokers to sell miore atid iiore loans with fisky: features,
which practices allegedly resulted in unaffordable mortgage loans and increased
‘delinquencies and foreclosures for Michigan homeowners for the time petiod.2003

thre 2007, This AVC binds the Parfies in accordance with the:terms hercof.




L. PARTIES

A, Michael Cox, Attorney General of the State of Michigan, is. charged

445.90,‘1_ el seq.

B.  COUNTRYWIDE FINANCIAL CORPORATION isa thrift holding
‘company.

C. COUNTRY WIDE-HOME LOANS, INC., is a'wholly-owned
subsidiaty of COUNTRYWIDE FINANCIAL CORPORATION,

D.  FULL SPECTRUM LENDING, INC., 4 division of
COUNTRYWIDE HOME LOANS, INC.

E, For purposes of this Assurance, “CFC™ means COUNTRY WIDE

FINANCIAL CORPORATION and “Countrywide” means CFC, COUNTRY WIDE

HOME LOANS, INC., and FULL §PECTRUM LENDING, INC., and their

respective successors.

I

1.  DEFINITIONS.

L1 Usage. The followingrules apply to the:constructionof this Agreement:
(@)  thesifgular includes the plural and the pliral includés the singular;
(b)  “include” and “including™ are 0ot limiting;

{¢)  the headings of the Bections and-subsections dre for conveéitience and
shall net constihute a part Agrcement and shall not.affect the
meatitng, constraction or.effeet of the applicable provision of this
Agreement;

d)  areference in'this Agreementior any- Schedule to a Section, Exhibit,




or Schedule without further reference is a refetence to the relevant
Section, Exhibit, or Schedule to this Agreement; and

nd “herein’™ and other
Iy indicates 1o thie
d not to any

(&) words sgch as “hereunder”, “hersto”, “hereof‘ " 4
words of like import shall, unless the context
contrary, refer to the. whole of this Agreemen
particular Section, subssction orclause hereof,

1.2 Defined Terms. The following capitalized terms shall have the
following méanings in this Agreement usless otherwise required by the context or
defined:

 “Affiliate” means, with respect to any-company, any company. that controls,
1s undér common cofitrol with, or is controlle by such compariy.

“Affordability Equation™ has the meaning given to such term inSection 4.4.

“Alt-A Residential Mortgage Lioans” meats CFC Residential ¥
Loans that arg (a) not owned by a GSE: (b) not Subprime; (¢) not a Pay Option
AF (d) less than $400,000 in original principal amount, and (d) ineluding
mentation orother characteristics that make such loans fiot Federal Bligible,

“Annual Inerease” means, With respéct to any statéd rate of interest, an
annual increase in the stated rate: of interest such that the aggregate seheduled
payments of principal (if applicable) and interest inany year does not increase by
more than 7.5% of'the aggregate scheduled payments: of prmmpal and interest in the
preccdmg year an -:sui:gect to.any Stated interest rate cap

that such remden_ ial ‘mortgage loans is a f' "}‘
,ongmated ofta tetail basis dnract[y orindirest

iced | ;:CFC Servicer. “CFC' Pumhasa‘d Lodng” do nof
mclude CFC—QF:gmated residential mortgage loans,




'far Qredxt under the Cammumty einvestment Actof 1

“CFC Residential Mortgage Loans™ means any (i) CFC—Orlgmatcd first-
lien residential morigage. loans, or (n) CFC Purchased Loans, so lorig as, in each
case, such loans are serviced by a CFC Servicer.

‘CFC Serv:cer means CFC or any Affilidgte of CFC that services CFC

“i’JLTV” means, with respect to a fi 1st~11en resrdentra! mortgage loan-as of

the time underwritteni; the ratio of thé sum of the unpaid principal balance of such

mortgage loan plus the unpaid principal balance on any second-lien mortgage, and
the Market Value of the vesidenitial property that secures such mortgages.

“Commencement Date” means the date this AVC:ififiled.

“Delinguent Borrower” means, with respect {0 any Bortower, that the
related. CEC Residential Martgage Loan (a} is Seriously Delinguent on or before the
Termina ‘n Date, or (b) is ubjecz to ah imminent reset or Recast and, in the
' Servicer, as a result of such reset or'Récast i is reagonably
ent'on or before the Termination. Date.

Ilkely o becoma: Serm&sly Deli :
“Eligible Borrower” has the:meaning given'to suchiterm in Section 4.1,
“Fannie Mae” means Federal National Mortgage Association,

“Fannie Rate” means; as of any date, the Fannie Mae 30-year fixed rate 60-
day delivery required set yield as of such date 6t if such. rate is for ahiy reason not
available, a comparable rate published by another nationally-recognized source.

1 ible means, with respect to- any first-lien reszdential mortgage
loar that, at the tinie of ‘G amm, (a) such Ioan 1s or was' ;

¢ in conneotmn with a ,pmgram mtended to quai:fy

“Foreelosure Avoidance Budget” has the: meaning given to. such term in
Section 4.4(a).

“Foreclosure Relief Program™ means the program under which certain
Borrowers will'bg offered: payments, as set forth in

“Freddie Mac” means Federal Flome Loan Mertgagei‘?(:orperation

“GSE” means a governmenf-sponsored cnterprise such as Fannie Mae or
Freddie Mac.

“Highe:
residential m

driced Martgage Loans” has the meaning with tespect to first-lies.
dges given to such term in HOEPA,




“HOEPA? ineans the Home Ownership and Equity Protection Act.of 1994,
as amended, and the regulations of the Board of Govesnors of the Federal Reserve
System thereunder,

“Interest Rate Floor” means, with respect to modification of a- Quahfymg-
Mortgage hereunder, (a) a rate 6f 3.5% per annum if the modification results in an,
interesi-only payment;-and (b) a rate of 2.5% per annum if the modification results in
a fully amortizing payment.

“LTV” means, with respect 16 a first-len residential mortgage loan as of the
time reviewed for eligibility, the rdatio of the unpaid principal balance of such
mortgage loan and the Market Value of the residéntial property that secures such
moftgage.

“Market Value” means, with respect to any residential mortgage loan, the
value of the residential propert that secures such mortgage loan as determined by 4
lender ot servicer in teliance oft.4n appraisal (whether based on a.appraisal report
prepared not more than 180 days before the ‘date of détermination, broker price
opinion prepared not more than 120 days before the date of determination or
automated valyation mode] prepared net more than 90 days before the date. of
determination),

“Pay Option ARMs” means ARMs that, duringan initial per‘od (and subject
to Recast), permit the botrower to ¢hoose ai two OF more payinient optiens,
including an interest-only payment and a minimum. (or hmlted) paymeii.

Quaitfmng,Mor_tgag, has the meaning given to such term in Section 4.2,

““Recast” means, it thecase of a Pay Option ARM, a contractual payment
recust based on a negative amortization trigger.

“Relocation Assistance payment™ has the meanmg givent 1o such térm in
Section 5.1.

) “Reverse Mortgage Transaction™ has the meaning given o suchiterm in

HOEPA.
“Serious]

loan, that paym

any Botrower that,
an or before tha ermmatmn I}ate the related CFC Res1dent131 Mﬂrtgage Loan is
Seriously Delingiicnt.

“Subprime 2; 3, 5; 7 and 10 Hybrid ARMS” means Subprimé Mortgage
Loans thatare 2, 3, 5,7 and 10-Hybrid ARMs.

“Subprime Mortgage Loans? means. first-lien. Tesidential mortgage loans
that () combing higher risk features {such as low 6r no decumentation; low equity,
-adjustable interest rates, prepayment penalties; cash—@ut.f{ﬁancmg) with higher risk




borrower -profiles {lower FICO scores, recent bankruptcies/foreclosures, major
derogatery credit), rcsuitmg ina loan that could fiot reasonably be {inderwritten and
dpproved a3 4 “prime” loan, An cxastmcr CFC Resldcntlal Mortga ._'Loan wauid be
“‘Sub;mmc Mortgage Loan

securitization in h i A55€1s
CFC Residential Mortg: hit is not ii‘ié‘iﬁﬁé‘ii{ in a -gééuﬁiizalion, was
classified as being Subprzme on the systems of CFC and its subsidiaries on June
30, 2008. “Subpriine Mortgage Loans” do not include first-lien residential mortgage
leans that are Federal Eligible.

“Termination Date” means June 30, 2012.

2. CFCSOLE OBLIGOR ON ALL OBLIGATIONS IN THIS
AGREEMENT.

2.1 Responsibility'of CFC. Until the Termination Date {or such earlier date as
is specified herein), CEC s responsiblé 1o the other parties hereto for performance of
all of the undertakings in this. Agreement, including the changes to the residential
mortgage ]end:ng practices descnbed in Section-3, the loan modxﬁcaﬁon programs
described in Section 4, the Relooation Assistance- paymcnts described in Section 5,
the Foreclosuté Relief Program desctibed in Section 6 and the: reportity ﬁoblwatmns
deseribed in Section 7. '

22 Absence of Defenses, Itis not a condition to the obligations of CEC
‘hereunderthat it dogs not directiy or indirectly engage in the business of originatitig
residential moxtg oans ot in'the business of servieing residential mortgage loans.
rthe conduct.of CFC Affiliates: and .CFC Servicersas spemf' ed
' Servicers and the
tise CFC’% failure

iabsence Qf such coﬁ l'-not be a defeniste 1o or oth
A perform hereunder..

1:i2 3 Rcmgdles for F_ml_u_re ef CFC 10 Cause Perfarmance If there is 4 matemal

sistance payments dcscr;bed in Sectlen 5 the
m deséribed in Sectu)n 6 or‘the reportmg @bl]gat:ons
-clescrnb in Sactmn 7 and suck fmlm‘

-ilonger beﬁﬁd ’by thé rélcasc';sei:foﬁh in Section &2

3.  RESTRICTIONS ON MORTGAGE LENDING PRACTICES.

Until he Ternunatwn D' . CEC shall be responsible for the implementation of the
: 7 respect to CFC Residential Mortgage Loans with

ate of Michigan:

respect to Borrowers inthe §




3.1 Residential Mortgage Product Offerings.

@ CFC Servicers will maintaintobust processes for early identification and
contact with Borrowers who are having, or thay have, trouble making their payiments
on CFC Residential Mortgage Loans. Under these processes, when contael is made
wiili Delinguent BowrGwers; dilindividualizétevaluation of the Borrowers®
economic circumstances will be made to determine if alternatives to foreclosure are

available, and consistent with the directions of the investors, if applicable.

(b)  CFC Servicers will maiiitain thie current practice:of offering Delinquent
‘Barrowers who desire to remain in their homes and who can afford to make
reasonable mortgage paynints loarmodifications'ar other workotst solutions,
subject to applicable investor guidance and approvals.

(&)  CFC’sreportsto the State under this Agreement will irielude ¥irformation oy
the numbers and types: { workouts coneluded en loans secured by owner-ocey pigd:
propetties in the State of Mictiigan.

@ i
delinquenigy characteristics of the entire pottfolio of CEC Residential Mortgage.
Loans, including Alt-A Residential Mortgags Loans, loans with interést-only
features. and other loans:to prime botrowers, to identify high-delinquency scgments
‘that may be appropriate for loan modification campaigns: CFC shall be responsible
for providing reportsito the Attorney General onthe delinguencycharacteristics:of
-such loans, as provided herein:

(e)
t

“CPC Servicets will continue the cutrent practice of regulatly monitoring the

‘With respect to:Alt-A Residential Mortgage Loans, CFC acknowledges that
e Attorney General hias expressed concerns about future delinguenties, and agrees
to e the Attorney General 4 notification whenever the nationwide rate at whi
Borrowers on AltsA Residential Mo riiore delinquent in:
their payments exceeds 150% of the delinquency rat mparably-aged EHA
‘insured loans serviced by CEC Servicer Asrequired, CFC agrees to
confer with the Attorney General eonceniing Alt-A Resident :
delinquency trends, including whether delinquencies are isolated in certain segments:
of the Alt-A Residential Mottgage Loins portfolio (¢:g., loahs with inferest-only
s-originated at high CLTV), and b ]

(&  Through July 1, 2009, 2 minimum o£ 3900 personnel shall be employed to
assist Borrowers with loan. itiodifications and other foreclosure avoidance measures,

; to the current miortgage crises, CFC

thie very highest degree of ethical condiict on




the partef CFC’s agents and-employees. CFC shall ensure that, (i) to the extent it
resumes subprime lending, it will design and implemerit an effective compliance
management program to provide reascnable assurance as 1o the identification.and
conttol of consumer protection hazards associated with such subprime lendis
activities, and (i) te the extent of its own lending activities (if any), it will cr
appropriate Consuriier sateguards to avoid unliv or deceplive attivities or practicss
arising in connection with its interaction with brokers and other third parties,

3.3  FORMALIZATION OF PUBLIC COMMITMENTS MADE IN
CONNECTION WIiTH BAC'S PURCHASE OF COUNTRY WIDE FINANCIATL
CORPORATION IN JULY 2008.

(a). ChHangeof Product Lines and Business Practices.

1. CFC no longer offers Subprime Mortgage Loans or Higher-Priced
Mortgage Loais, aid for two yeats from the Cormniencemet Dite shall not offer
such products. At the request of a the Attorney General, CFC will exclude all or part
af this commitment.

2. CFC no longer offers noritraditional forward mortgages that raay
result in negative amortization, such 4s payment option ARMs, and for two years
mient Date shall refrain from: caffermg such mortgages (except
Reverse Mortgage Transactions).

3 CFC has significatitly cu:lalled ﬂ‘lf: cff‘er g of “low doctimeritation™
et ynencemert Date, will
Hon™ Toans that are:

(a) Féderal.Eligible; or

(b)  underwritten subject to-verifieation of the salatied portion of a
I's mcome (1f any) and wrth rcspect to reszdennai mortgagc Iaans secured by

(g) s_t_reaml_l_.ﬂ'@d documenta
‘documeritation on the basis of risk a§séss
systems;.

ion loans inyolving waivers'of some
iefits made by automated underwiiting

4. Fortwo years afier the Commencement Date, CFC shall limit broker
‘compensation to four percent (4%) of the amount borrowed.
4.  LOAN MODIFICATIONS FORSERIOUSLY DELINQUENT
BORROWERS IN CERTAIN MORTGAGE PRODUCTS.

Until the Temnnatlon;'ﬁaze, CFE shall be respﬂnsabie for ensuring that CFC
Servicers do the following:




4.1 Eligible Borrowers. An “Eligible Borrower” is a Borrower who has a
Qualifying Mottgage omgmated before Decernber 31, 2007, that (a) is secured by an
owner-occupied 1-4 unit residential property,. (b) is serviced by a CFC Servicer; and
(¢} in the event that it is determined that'’a conditipn described in Seetion 4.10 has
oceurred, the applicable CFC Servicer has detern i
finaricial distiess. Eligible’Boriowers are potei :
relief under this Section 4. A Borrower who does not occupy the 1-4 umt reszdenttal
propettythat secures the Quahfyir;_g Mortgage is not'an “Eligible Borrower.”

42  -Qualifying Mortgages. The following CFC Residential Mortgage Loans are
“Qualifying Mertgages™ if the Borrower is af Eligible Borrower and the Borrower
meets one of the specified delinquency profiles:

() Subprime 2, 3, 5, 7and 10 Hybrid ARMs. A Subprime 2, 3, 5, 7-and 10
Hybtid ARM if the Eligible Botrower mects any oné of the following delinquency
profiles-at the time cansidered for loan modification:

M The Eligible Bérrawer is a Seriously Dielinquent Borrowerand the LTVis
75% or more; or

(i), The Eligible Borrowi i§a Delingiient Boriower and the LTV i§ 75% of
Tmore.

(b)  Pay Option ARMs. A Pay Option ARM shall be'a: Quahfymg Ma
the Eligible Borrower meéts any one of the following delinguency profiles
tim¢ considered for loan modification:

(i) The Eligible Borrower is Seriously Delinquent and the LTV is 75% or more;
or

o) - The
“ore.

igible Bortower is a D¢linquent Botrowsirand the LAYV is 75%:or

&) Subpriiig. Mortgage Loans (Other thaii Hybrid 2, 3,5, 7 and 10. ARMs). A
Subprime CFC Residential Mortgage Loan shall be a Qualifymc Mo
Eligible Borrowet is a Sem}usly Delinguent Bofrower and the LTV

5% & fore,

4.3:  Loan Modifications to Be Considered. Each Eligible Borrower shall be
‘orisidered fora ange of affordable loan modification options with‘téspect ta his or
“her: Qual;fymg Mm:tgage The Ioan madlﬁcatmn optLons wﬂl mci de those- __

,descmbed helo




(2)  Subprime2, 3, 5, 7 and 10 Hybrid ARMs. Qualifying Martgages that are
Subprime Hybrid:2, 3, 5, 7 and 10-ARMs will be eligible for loan medifications as
follows:

@) To thee
’reﬁnaming umﬁ_:

nt'the HOPE for Homeowners Program is available; an FHA
thied ‘{O'PE for Homgowners Piogiam under the underwriting

(i)  For Eligible Borrowers:that were current on their payment of interest and
principal before the first interest rate reset and became Seriously Delinquent
Borrowersas-avesult of the interest reset, an unsolicited (subjeet.to Section 4.10)
restofation of the introductory rate for five years, without new logii:documentation or
an evaluation of the Eligible Bofrower’s current income. Communications to
Eligible Borrowers.informing them modification will invite Eligible
Borrowers to contact the applicable CFC Servicer if they do net beligve they will be
ableto.afford the introductory rate in-orderto be considered for more extensive relief
under'Section 4.3(a)(iiD):

sary of the loan modification, a reduction ofithe interest
te-or (2) lower (but niot less than *3;5%)‘ and

B "cmg (m whlch case the cr;mversmn tod fixed rate
mcﬁtgage Wﬂl occur at thié ehd of the seventh yéar).

milingd loan modification subject tosthe Affordability Equation

‘et than the Intetest Rate Floor,
cap as provided in Sectiof:

‘amvinterest-rate cap for the remaini
(oage-at an annual ifterest rate équal to

10




(b)  Pay .ptlon ARMs. Qualifying Mortgages that aré Pay Option ARMs arc.
eligible for the following loan modificatiens:

@) heextent the HOPE for Homeowngrs Prograin is available, an FHA
refinancing under the HOPE for Homeowners: i‘ogram under the underwntmg
criteria applicable v that program; or

(i) A streamlined loan modification subject to the Affordability Equation
consisting of:

(A) elimination of the negative amértization feature;
(B)  optional introduction of a ten-year interest-only period on the loan;

(C)  reduction of the interest rate o a rate no-lower than the Interest Rate Floor,
with an Annual Inerease subject to an'interest rate cap of 7%; and

(D)  ifthe Eligible Botrower owns only one residential praperty and the LTV is

s hlgher a write down of the principal balance of the Qualifying Mortgage
(but any write down-of prmo;pal would not b 'in.an amount greater than niecessary to
achieve an LTV

(c)  Subprime Loans (Other than Hybrid 2, 3, 5,7 and 10 ARMs). ‘Qualifying
Mertgages that are Subprime Loans (Other than Hybnd 2,3, 5,7 and 160 ARMs) a¥e
eligible for the following loan modifications:

) To the extent the HOPE for Homeowners Prograim i§ 4 "‘lgable an FHA
refinancing under the HOPE for Homeowners Program under the v
criteria applicable to that program; or

(i)  Astreamlined loan:modification within the limits.of the Affordabthty
Equation consisting of: _

(A)  optional introductiof of a ten-yeat

provides ctmh 4 3(0)(11)((3), and

rest-rate cap for the re'."'

pemts n-t“h'e‘ cise ef an ARM

11




44  Affordability Equation. Qualifyifig Mortgages will be conisidered for loan
modifigations in accordance with the fellowing Affordability Equation, which
establishes d Foreclosure Avoidance Budget that is a cap-on the cost.of the Joa
modification.

{a) Foreclosure Avoidance Budgei. Except for Gligible Borrowsrs that receive
a streamlined reduction of their interest rates pursuant to Section 4.3(2)(ii), a
Fareclosure Avoidance Budget will be prepared with respect to the Eligible
Borrower and the Qualifying Mortgage. The “Foreclosure Avoidance Budget” at
ay lime is the difference between (i) the likelihood and severity of the pro jected loss
in a foreclosure sale atid (ii) the likelihood and severity of the projécted 1oss in the
event that there was a loan modification with respect to the Qualifying Morigage and
a later foreclosure sale. For purposes &f determining the Foreclosure Avoidance
Budget for a Qualifying Mortgage, the LTV will be based on the Market Value.

" {b)  Affordability Criteria.

Subject to the Forec:loswe Avaidance Budﬂ&t 1ftax am:l"= : t_rance eSCrows

‘ineome, or'as close o 34% of the Eiiglble Borrower s incore as: the For g
Avoidance Budget permits without exceeding 42% of the Eligible Borrower’s:
ingome.

(i)  Subjeotio the Foreclosure Avoidance Budget, i _and insurance escrows
are not maintdined with respeét to a Qualifyi g Mortgage, the Eligible Borrower will
be offered a loan modification that produces a first-year payment of prmeipal (if
»,appltcable) anid intérest equating to 25% of the Eligible Borrower's- inconig, or as
-close to 25% of the Eligible Borrower’s incom ¢ Foreclosure Avoidance

Budget permits without exeeeding 34% of the Eligible Borrower’s income.

(¢} ‘Borrowers Who Cannot Afford a Lean Modification, There isno
igation to:offer loan modifications with respect to-Qualifying gages if the.
'B@I‘rowser cannot be quahﬁed und "'the Afforéabsl:ty E' iation. Such

3 .- XImai:ely mnety (90) days before the payment change mv11;mg thsm to contat:t
their CFC Servicer if they believe they will not be able to afford their new: payments.

|03




In the event that a borrower responds to this conununicatioh, the borrower will be
considered for lpan modifications under the eligibility criteria in this Agreement.

4.6  Restrictions on Initiation or Advancemeiit of Foreclosuré Process Tor
Eligible Bﬂrmwers

(a) The iorecfosure process fora Qua iying Mortgage ofan Eligible Borrower
will not be-initiated or advanced for the perigd necessary to determine such Eligible
Borrowers? interest in retaining ownership and ability to afford the revised ¢conomic
terms; as well as the investor’s willingness to accept a loan modification.

(b)  Any such foreclosure process will be initiated or advanced only if:

*-abandomncnt afthe remdcnnal pmpcrﬁy that SECUres tbc mortgage loan
that the Botrower daoes not wish to rétain ownership of the residence that secured the
mortgage loan;

(i) it has determined that the Borrower cannotbe qualified for, or has refused, a
loan maodification under this Agréement within the limits of the Affordability
Equation, as applicable; or

(m} despite redsohable. cf“forts sefvioing agents have been uiiable ¢ thake contagt
gl r herpreferences with regard 1o home

ip, or t& obtain mﬁ)rmatwn concerning his or herincome and ability to
-afford a mortgage payment under & modification.

4.7  Miscellanéous Provisions Related to. Loan Medification Progeain,

(8} Commitmentfo Waive Latefl)elmquency Fees. Any late/delinquency fees
associated with-overdue loan payment maining unpaid as of the date mmediately
beforemodification of the Qualifying: ortgage uhder this'Agreement will be
waived.

(b} Commitment Not to Charge Laan Mod
required in connection with HOPE for
will not be charged loan modific
-Quahfymg Mortgagcs hereunder,

ification Fees.. Exceprio the extent
Program, Eligible Borrowers
tion-with loan modifjcationsof

(&) Prepayment Peiialty Waivers: Prepayinent perialtieswill be waived i
connection- y payoff orrefinancing (even if refinanced by-apersen not

Affiliated with GF C) of: Qua fymg Moitgage that is & Subprime Mer‘fgage Loan or
‘Pay Option .2 first payment:die date between January 1
December 31, 2007 (u) was: -:hresﬂy or inditettly held by CEChon June 3 : 2008

13




and (ii1) which at the time of the payoff or refinancing is held by CFC or any
Affiliate. Investor owners or thelr representatives of Qualifying Mertgage
Subprime Mortgage Loans or Pay Option ARMs scrviced by a CFC Service wﬂl be
encouraged to-waive prepayment penalties in such circumstances.

(d)  Commitment to Cousider Additional Relief for Borrowers Recetving
Modifications and Later Becoming Delinguent. Eligible Borrowers with respect
to Qualifying Mortgages who have eatliet received {oan modificatiots or other
wortkouts, whether ormnot pursuant to this Agreement, will be eligibleto be
considered for new loan medification offers unider this Agreement if they otherwise
-satisfy the eligibility ctiteria.

£e) Representation C{mcermng Investor Delegation and Approval. CFC
tepresents that CFC Servicers currently have, or feasonably-expect to gbtain,
diseretion to pursug the forgclosure avoidance nigasares outlined in this Agreement
for a substantial majority of Qualif 2§, If CFC Servicers d6 not have
discretton to pursue these foreclosure avoidance measures, best efforts will be used

‘{0 obtain appropriate investor authorization.

48  Commitment to Implement Relief Measures Authorized by Federal

Government.

(@) Government Acquisition of Qualifying Mortgages. To the extent the

¢s any Qualifying Mortgages.gand, as the owner of these.

ortgages, authorizes loan: modifications that ¢ ffer bormwer benefits greater than
_assoc:ated with' the modiﬁcatwns Outlme i this aigreement reiiéf measures

IQH_ 1ssue:s gu1dehnes relatmg to
, this Agreement will be implemented i
sible, produces fodifications consistent with

modil ﬁcations of delmqu nt mm'£g
amanner that, to the maximiiti exte
such guidslines,

4.9  Timeframe for Loan Mot ”i‘iﬁﬁtion' Prﬁcéss The. lo‘an m@'dif‘catian process.
‘will be managed to ensure that offer§ & )

' Bhg;i;le Borrowers, on.
sueh Ehglble Borre .ers make contact w:th the

4,10 i'i%%ge__g;;_,o'nse;g}lxte;_ttiaﬂ'ﬁiﬁbnp@rfmane&'hyBormwers. IFCEC detects
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material levels of intentional nonperformance by Eligible Borrowers that. appears to
be atiributable to the introdiiction of the loan modification prograrh, it reserves the
right to-require ohjective prequalification of Eligible Borrowers for loan
modifications under the program by obtammg verification of incoiné and the
application of funds:and to take other reasonable steps. Such prequalification could
tesultin e elimination of Uisolicitéd interést rate Fetuctions, inhibit streamlined
solutions and could otherwise significantly slow implementation of the loan
modification program.

4.11  No Releases with respéct to Loan Modifications. There will be no

wqmrument that Eligible Borrowers release claims against CFC or ariy CFC Affiliate.
in eohngttion with loan modifications offered under this agreement.

412 Number of Loan Medification Offers before March 31, 2009. Gn or
‘before March 31, 2009, loan modifications will be offered by CFC Servicers in
accordance with this Agreement to not fewer-than 50,000 Seriously Delinquent
Borfowers oh a nationwide basis,. The Attorney General may terminate the
Agreement and no longer be bound by the release set forth in Section 8.1 if there isa
-materjal failure t5 satisfy this commitment, CFC may retain any:portion of the
State's Foreclosure Relief Program aildcation that hias not been paid to Eligible

B TOWErS or distributed for any and all programs as provided in Section & of this

413 Second or Junior Liens. Loan modifications cmlzemplaied in Section 4 of
this Agréement shall be made without consideration of sétend or junior liens on
~mortgaged properties. CFCf s not-expect t that the: presenge of second or’}
tiens will impede Eligible Bortowers from receiving 4 loanmodification offer urider
Section 4 of this Agreement. Nevertheless, while the - seope-of the loan modification
_program in'this Agreement is Hmited to .certam f‘ rst-hen mortgage Ioans CFC
3 zes that many Borrowers also hawi

3. RELGCATION ASSISTANCE PROGRAM.

‘Through the Termination Date, payments will be provided to borrowers who are:
uniable to retain their homiés in accordance with thig Section 5.

sarviced by 8 (wheth rar ot th"y are G_uahfymg

-6urrent1y serviced by @ 'CFC Servicer and are subject 16 2 foreclosire




=5ﬁl

‘Borrowers ¢
-delinquent as:of the Commencement Date.

sale date on or before the Termination Date, will be offeréd an agresment iinder
which they gan receive a cash payment to assist with the Borrower’s transition to a
niew place of residence (“Relocation Assistarice payment™) in exchange for
voluntarily and appropriately surrendermg the residence that secures the mortgage
loan at the tittie of the foreclosure salg: Borro VErs Who are:gligible Tor, er receive;
payments under the Forecloy ' eive 4 Relogation
Assistance payment.

5.2 Amount. The amount of Relocation Assistance payments offered to-any
Borrower will be in the: discretion of CEC or its delegee-according to its or their
assessment-of thedndividual circusiistances of the Rorrower (e.g., fiumber of
dependents or amoeunt of moeving expenses)..

53 Timing of Pavrients: Reloestion Assistance payments shall be miade toa
Borrower no later than fourteen days following the Borrower’s voluntary and
appropnate sutrender-ofthe residence that secures the morigage loan,

5.4  Payment Projection. CFC projects that, from the Agreement Date through
December 31, 2010, Relocation Assistance payments will be 'made to 35,000
borrowerts in a'total amount of morethan $70,000,000 on a nationwide basis.

6. FORECLOSURE RELIEF PROGRAM.

Paymerits shall bg inade available t botrowers who expeéricnced 4 foreglosure sale,
or who were 120 days-or more delinguent in making mortgage payments soon-after

A

the' ioans wer_e orlgmated or. after an mtercst rate reset in accordancc thh this

comim catmn sént ta- orrowers wha teceive F oreclosurc Rehef Program
payments,

Payment A total of $150:million shall be: paid on a nationwide bast ‘or a
' ly reduced arnount based on the number of affécted borrowers if fewer:
than all States are’ articipating States) under a Foreclosure Relief Program to
o have either ¢xperienced a foreclosure sale or were 120 days ormore

6.2  Stite Allocation. The Michigan allscation is $9,882.371.

63 Individual Allocation, ‘A Borrower will be potentially eligible for payments

unider the Foreclosire Relief. Progiarh'if this Borrower:

{&) Hasa CFC-Originated Residential Mortgage Loan secured by owner-
occupied property;
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(b)  Thefirst pagment on the CFC-Originated Residential Mortgage Loanwas
due between January 1, , 2004:#@nd December 31, 2007;

)  Six er fewer paymentswere made on the CFC-Originated Residential
Mortgage Loan; and

{d):  The CFC-Originated Residential Mortgage Loan was foreclosed or is 120
days ormore delinquent as of the Commencement Date:

The Attarney General shall have the ability, by timely notice to CFC, to:expand the
Foreclosure Relief progran to cover additional Borrowers or 1o ¢onitract the
Foreclosuré Relief programi to limit payments to easily ascertaingd borrowers,
However, the program must cover at least those borrewers who made three or fewer
payments overthe life of the loan. If the State elects 1o expand or coniract the
program, the amountallocated to-the State il remain the same. Asimuch as 50% of
thie State's allocable shire inay be reserved for foreclosure telief/mitigation or related
programs other than payments to defaulted borrowers, including
purchasing/rehabilitating foréclosed propertics, enhanicing public awarenéss of
foreclosure avoidance options, or otherwise promoting foreclosure
preventionfmltlgatmn measuies; as deemed appropriate by the Attorney Genéral.
4SS0, > 1 iistributed by CFC upon the direction of the Attortiey
Genefai or his- designee. The Attorniey General shall qwe motice of the gxact am unt

receipt of such. nﬁmce

64  Release: Iii order to receive payinentstinder the Foreclosure Relief Program,
B_Ql?mwer.s w_i‘H ,n‘ed 1o exesute a releas_ 1 accordance wzth Sect;on 8 i

proce'éﬁmg& |

6.5  Unallocated Funds. Funds allocated to Botfowers in the State of :'Mlchigan
who choose notto partic n the Foreclosure Relief Program orwho ¢;

located after commercial sonable efforts shall be available to the Att
General for re-alloeation:to Borrowers under this program at the direction:
Attorney Genieral.

7.

74 Eligible Borrowers in Qualifying Mortgages.

(@)  Onaquarterly basis through June 30,2019, CFC shall report the following
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inforination to the Attorney General:

(i) "Fhe names and addresses of Eligible Borrowers in the Attorney General in
g Mortgages who received loan modification offers under this Agreement,
and for hom loan modifi catmns were concluded

(i) jF orall loan modifi catxens under this Agreement concluded within the
reporting period in State of Michigan, the original and modified loan termis, and the
amounts of late/delinquency fees waived, Joan modification fees waived, and
‘prepayment perialties waived pursuant to this Agreement;

(iiiy  For a sample of Eligible Borrowers in Qualifying Mortgages for whom CFE
was ufiable to procure a loan modification offer under this Agreement during the
reporting period (which shall be no less than 3% ot'all such Eligible Botrowers), the
factors preventing a loan medification offer;

(}v) The rinfnber aid total amount of Relocation Assistance payments made to.
borrewers in‘the State of Michigan during the reporting period;

(v)  Delinquency data on active loans with first payment due dates between
January 1,:2004 and December 31, 2007 that. are scovred by owner occupied
residential prgperty inthe State of M;ahlgan broken down by type of loan: and

(v}  Aggregated delinquency data on all loans migdified urider this Agreement for
Eligible Borrowers in the State of Michigan..

(b}  Tathe Attortiey General, CFC shall provide annual repoits that include the
information specified in Section 7.1(a) for the periods July 1, 2010 throu_gh June 30,
2011, and July 1, 2011 through June 30,2012,

7.2: _ Other Loan Modifications. With the same-frequency-as specified in Section
7.1;CFC will provide to'the Attotney General a réport detailing the numbers and
types of modifications concluded on first-lien residential mortgage loans secuved by
owner-occupied-property.in the State of Michigan (6ther than Quahfymg Mmgages)
and thi total unpaid prmctpal balanige of such modifiéd loans.

omitor. CFC will appoint anemployee:as the Compliznce

- ‘The Compliance Monitor will bie respotisible.

ey Gzneral und‘ “this Agreem' ntand (ii) racewmg emd
Attorney G frori individual borrowers:

concémmg the aperatton ef the loan mcdlﬁcatloﬂ prograin

8.  RELEASES; MORE FAVORZ

BLE SETTLEMENTS:

8.1  Releases from Borrowers. Borrowersto whom payments under the
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Foreclosure Relief Program are offered shall, as a condition of receiving such
payments, be required to execute and return to CFC a release of claims that inchudes
the following language:

In gonsiderati r the payment we are to receive under the Foreclosure Relief
Program, we'f e CountiywidéFinancial Corporition and Tts affiliates anid thieir
respective directors, officers, employees and agents (éxcept brokers) from all civil
claims, causes of action, any other right to obtain any type of monetary damages
(including punitive damages), expenses, attorneys’ and other fees, rescission,
restitution or any other remedies of whatever kind at law or in equity, in contract, in
tort (moludmg, but not limited to, personal injury and emotional distress), arising
under any sonrce whatsoever, including any statute, regulation, rule, or carmmon iaw
whether ina civil, administrative, arbitralor other judicialor non-judicial
proceeding, whether known or unknown, whether or not alleged, threatened or
asserted by us or by any other person or entity on out behalf, mc[udmg any currenﬂy
pending ot future purported ot certified class action ih which we are-now or may
hereafter become a class member, that arise from or ate in any way related to CFC
LoanNa. _ mciudmg without limitation, the origination of that Ioa# (and
any representations or omissions made durmg that origination progess), the terms
-and conditions of that loan, and the servicing or admiinistration of that loan following
its origination,

8.2  Releuse from State of Michigan. The Attorniey General of the State of
ichigan releases BAC.and CFC and their respective Affiliates from y-and all
I claims that could b brought in the name of’ ‘Attorney General pu
rity undet Michigan law, including the Michigan Con mer Protectmn Acst
MCL 445901 et. seq., orthe Michigan Consumer Mortgage rotection Act; MCL
445 1634, arising out of the residential morigage origination or servicing activities of

> and s subsidiaries as referenced in the Introduction to this Agreement, Such.
reledse éees not -affect the authonty o1 ability of other departmeits ot fegulators

he n:that may-have separate enforcement authtrity is) clalms

from exer smg such authorﬁy or raising such claims in relation o’

Jssue, Including any cldims the State might haveas aninvestorin CFC securities

83  More Favorable Termis. The paities agtee that should Cnuntzyw:de tesolve
atters referenced in the Introduiction of this AVC for conduct which sccurred
before theeniry of this. Agreginent in actions brought by Attorneys Genera! of oth&r
‘states on b _hat are dlfferent than those cranta ]

wﬂ] px:awde a cepy of those tems to thc Atterne'_\

- &
Co Nty v 1de shall st:pu!ate that this Agreement sha]l be amended to reflect all of
such terms in place of the tetins hereof.
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9, OTHER TERMS AND-CONDITIONS

9.1  NoAdmission, The Agreement shall not constitute an admission of
wrongdoing by BAC.or CFC, nior shall it be cited as such by the Attorsicy General.
The Agreement shall not be admissible in any other proceeding as evidence of
wrongdoiitg or a coneession of iesponsibillity:

9.2 Confidentiality. The Attorney Genetal agrees that all confidential
information diselosed to. it by BAC or CFC o1 any of their Affiliates, including but.
not limited to the quarterly reports that will be provided purguant to Sectiori 7, shall
be:kept eonfidential. The Automey General shall niot disclose or use any confidential
information withoutthe prior Written consent of the dlsclosmg party, except to the
extent required by law, regulation or court order (and in such case, only upon prior
notice to the-disclosing party).

9.3  Submission to Jurisdiction for Limited Purpose. CFC submits to-the
jutisdiction ofithecourts in‘the State of Michigan for the limited purpose of enteritg
into and enforcing this Agreement only. Any acts, conductor appearance by CFC
does not constitute ot be construed as a submission to the genetal jurisdiction of any
court in the State of Michigan forany purpose whatsoever.

5.4

Confhet with Subseq uent Law. In the event thatany applicable law

s with afiy provision eof makmg it Impasmble for CF C tn comply both
vedaw and with the prowvi;
shal govern.

9,5  NoThird Party Beneficiaries Intended. This Agreement is not.intended te
-confer upot: ‘any person afiy rights or remédies, mcludmg"""ghts 45 a third party
beneficiary. Agreernent is not intended’io create a private-right-of action on the
part of any person or entity other than the parties hereto.

9.6 ‘ tices-and Proeess, Serviee of notices-and process required by
this Agreement,, _ enforgemient s e served on the J‘bl%owmg, persons, or any
persoh subsequently dﬁ:mgnatﬁd by the-;aames

For BAC and CFC:

John Beisner
Brian Boyle
Q’MELVENY & MYERS LLP
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For Mike Cox, Attorrey General of the State of Michigan:

D.J. Pascoe

Assistant Attorney Genetdl
P.0. Box 30213

Lansing, MI 48509

9.7  Waiver. The failure of any party to exercise any rights under this Agreement
shall riot be deemed a waiver of any right or any future rights.

9.8  Severability. If any parthereof shall for any reason be found or held invalid
ar unenforceable by any court of competent jurisdiction, such m’vahdlty or
unenforceability shall not affect the remainder hereof; which shall survive and be
construed as if such ffsvalid or unenforceable part had not been contained herein,

9.9 Counterparts. This Agreement may be signed int gne of morg: cmunterparts,
each of which shall be deemed an original. Facsimile copies of this Agr
the signatures hereto may be used with the sare:force and effect as.an otf

9.0 Inarement. This Agreement is-binding and insures to the benefit of the:
patties heretoand their respective sucesssors and assigns.

9,11 Integration. This Agreement constifutes the entire Agreement of the parties.
with réspect to the'subject i eof arid supersedes all priot; greements and
understandings relating to the subject matter hereof,

9.12 Amendrent. This Agreemeéiitiiay be amended solely by written agreemient
signed by the State and CFC.

9.13 ‘Termination. Exceptto the extet
_pmv_ smns of th:s Agreemcn

n garly date is specified or the.
carliet terminated according to the termis hereof; the
reement shall t;ernunate on the Termmat fon Date
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Countrywide Financial Corporation

By:

MICHAEL A. COX, Attorney
General, on behalf of the People of the
State of Michigan

N ew?

Paul (i: Lane
Senior Vice President and Assistant
‘General:Counsel

Dater P ,,.«/ & 7m0ty

D.J. Pascoe (P54041)
Assistant Attorney {ieneral

Daies; [8/6/&{
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