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It appearing to this Court that Plaintiff, the People of the State of California, by and
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'SUPERIOR COURT OF THE STATE OF CALIFORNIA .
" FOR THE COUNTY OF LOS ANGELES

CORPORATION, a Delaware corporation; |
New York corporation; and FULL
corporatlon

| Defendants.

| COUNTRYWIDE HOME LOANS, INC., 2 -
' SPECTRUM LENDING, INC., a California ‘

NORTHWEST DISTRICT
THE PEOPLE OF THE STATE OF T oCeany g
CALIFORNIA, oo TL,;
- ' Case No. . _
Plaintiff, - ' '
> m
V. . o
| | o STIPULATED JUD@VIE]&I‘ AND
COUNTRYWIDE FINANCIAL INJUNCTION

8002 71 1D

qa Emaéo

;.s:ea.isemuuom

through Edmund G.. Brown Jr., A_ttorney General, ‘and Defendants Count_ryWide - Financial

Corporation, Countrywide Home Loané ‘Inc., and Full Spectrum Lending, Inc. have resolved the

matters in controversy between them and have consented to the terms of this Judgment Wlthout

the taking ‘of evidence, and good cause having been shown “the Court hereby enters this
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St1pu1ated Judgment and InJunctlon

IT IS HEREBY ORDERED ADJUDGED AND DECREED THAT:

1. This Court has Jur1sd1ct10n of the subject matter hereof and the parties hereto
2. Venue is proper in this Court.
.3. - For purposes of this Stipulated Judgnient and Injunction:

A.  “Affiliate” means, with respect to any company, any company that

controls, is under common control with, or is controlled by such company.
| B. ‘%ﬁofdabilizﬁf Equation” has the meaning given to such term in Seetion
6.3.4. |
C. “Alt-A Residential Mortgage Loans means CFC Re31dent1a1 Mortgage

" Loans that are (a) not owned by a GSE; (b) not Subprime; (c) Hot a Pay Option ARM; (d)

~ less than $4OO 000 in 0r1g1na1 pr1nc1pa1 amount, and (e) 1nclud1ng documentation or other

charactenstlcs that make such loans not Federal Ehglble

D. - “Annual Increase” means, with respect to any stated rate of interest, an

annual increase'in the stated rate of interest such that the aggregate scheduled payments of

principal (if applicable) and interest in any yeer does not increase by more than 7.5% of

the aggregate scheduled payinents of principal and interest in the preceding year, subject

to any stated interest rate cap_; T
E. “ARMSs” means adjustable rate first-lien fesi_dential mortgage loans.
F. “BAC” means Bank of America Corporation. -
G. “Borrower” means, with respect to-any owner-occupied CFC Residential

~ Mortgage Loan, the obligors(s) on such loan. No covenant or commitment herein is

- intended to require a.CEC.Servicer to.deal with-more than one.obligor.on behalf of any. ...

Borrower with respect thereto.
H  “CFC’ means Countrywide Financial Corporation.

L “CFC-Originated” means, with fespect' to any residential mortgage loar,

that such residential mortgage loan is a first-lien residential mortgage that was originated

on a retail basis directly or indirectly by CFC or its subsidiaries or through brokers in their
_ 5 |
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wholesale lending channels. “CFC-Originated” residential mortgage loans do not
include CFC Purchased Loans.
J. ©  “CFC Purchased Loans” means any first-lien residential mortgage loan -

originated by unaffiliated third parties and directly or indirectly purchased by CFC or its

" subsidiaries through their correspondent lending channels or otherwise, provided that such

loan is serviced by a CFC Servicer. “CFC Purclzased Loans” do not include CFC-
Or1g1nated re31dent1al mortgage loans | ’

- K. “CF C Reszdentlal Mortgage Loans” means any (a) CFC Orlgmated ﬁrst-

lien residential mortgage loans, or (b) CFC Purchased Loans, so long as, in each case,

such loans are servrced by a CFC Servicer.
L. | “CFC Servicer” means CFC or any Afﬁhate of CFC that services CFC
Res1dent1a1 Mortgage Loans |

M. . “CLT V” means with respect to a first-lien residential mortgage loan as of

. the time underwntten ‘the ratio of the sum of the unpaid principal 'balance of such

mortgage loan plus the’ unpard prmcrpal balance on any second lien mortgage to the
Market Value of the residential property that secures such mortgages
N. “Commencement Date” means October 6, 2008.

- 0. “C_'ountrywidé Defendants” means Countrywide Financial Corporation,

'Countrywide Home Loans, Inc., and Full Spectrum Lending, Inc. |

P. “Delinquent Borrower” means, with respect to any BOrrower that the

related CFC Residential Mortgage Loan (a) is Serrously Delinquent on or before the

Termmatron Date, or (b) is SU_bJ ect to an imminent reset or Recast and, in the reasonable »

... view.of the.CEC_Servicer,.as.a result.of such reset or Recast is reasonably hkely to..

become Seuously Delinquent on or before the Termmatron Date.

Q. “Elzgzble Borrower” hasthe meaning given to such term in Section 6.3.1.
R. “Fannie Mae” means Federal National Mortgage Association.
3
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S. “Fcrnnie Rate” means‘ as of any date the Fannie Mae 30-year ﬂxed rate
60 day dehvery requu ed net yield as of such date or if such rate is for any reason not
available a comparable 1 rate published by another natronally recognized source.

_T. | “Federal Eligible” means, with respect to any first-lien residential
mortgage loan that at the time of origination, (&) such loan is or was 'el'igib'le for sale to, or
guaranty or msurance by, a federal agency, GSE or comparable federally sponsored entlty
similar to a GSE, under then apphcable guidelines of such agency, GSE or entity, or (b)

such loan was made in connection with a pro grarn intended to qualify for cred1t under the

- Community Reinvestment Act of 1977.

U. = “F oreclosure Avoidance Budget”’ has the meaning giyen 10 such tetm in
Sectlon 6 3. 4(a)
V. Y oreclosure Relzef Progmm means the program under which certain
| Borrowers will be offered payments, as set forth in Section 6.5. |

W. “F reddie Mac” means Federal Home Loan Mortgage CorpOration. B

X.  “GSE” means a government-sponsored enterprise such as Fannie Mae or
Freddie Mac.
Y.  “Interest Rate Floor” means, with respect to modiﬁcation of a Qualifying

Mortgage hereunder, (a) a rate of 3.5% per annum if the modiﬁcation results in an
interest-only payment; or (b) a rate of 2.5% per annum if the modiﬁcation results in a fully
amort_izing payment. | |

Z. . <LTV means, with respect to a ﬁrst-lien residential mortgage loan as of

the time reviewed for eligibility for modification, the ratio of the unpaid.principal balance

- —of such-mortgage loan-to-the-Market Vialue .of-the residential--property»that»secures such . |

mortgage.
' AA. “Market Value”.mean-s with respect to any residential mortgage loan, the
- value of the res1dential property that secures such rnortgage loan as determined by a

lender or servicer in reliance on an appraisal (whether based ona appraisal report prepared

not more th_an 180 days before the date of determination, broker price opinion prepared
_ -4 o ‘
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not more than 120 days before the date of determlnatron or automated valuation model
prepared not more than 90 days before the date of determination).
BB_. “Pay Option ARMs” means ARMs that, durmg an initial period (and -

subject to Recast), permit the borrower to choose among two or more payment options,

' 1nclud1ng an 1nterest-only payment and a minimum (or limited) payment.

. CC. “Qualifying Mortgage” has the meaning given to su_oh term in Section

632,

DD. “Recast” means, in the case of a Pay Option-ARM, a contractual payment '

recast based on a negative amortization trigger.

‘EE.  “Relocation Assistance payrhelfzt"’ has the meaning given to such term in
Section 6.4.1.. |
FF “Seriously. Delinquent’ means, with respect to any residential mortgage
loan, that payments of i interest or pr1n01pal are 60 or more days dehnquent |

GG. “Serzously Delmquent-Borrower ‘means, with r‘espect to any Borrower :

that on or before the Term1nat1on Date, the related CFC Residential Mortgage Loan is

, Serlously Delmquent

- HH. “Subprzme 2 3, 5 7and 10 Hybrzd ARMSs” means Subprime Mortgage

‘ Loans that are 2, 3,5,7 and 10 Hybrid ARMs.

II. “Subprzme Mortoa ge Loans” means ﬁrst lien re51dent1al mortgage loans

| that (a) combine hlgher risk features (such as low or no documentatron low equrty, :

- adjustable 1nterest rates, prepayment penaltres cash—out financing) with hlgher risk

borrower proﬁles (lower FICO scores, recent bankrupt01es/foreclosures major derogatory

- -vcredrt) resulting in'a loan that could:not reasonably be underwrltten and approved-as-a--
| “prime” loan. An existing CFC Residential Mortgage Loan would be a “Subprime

Mortgage Loan” if it is identified as such in connection with a securitization in which it is

part of the pool of securitized assets or, in the case of a CFC Residential Mortgage Loan
that is not included in a securitization, was classified as being “subprime” on the systems‘

5 .
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of ,CFC and its subsidiaries on June 30, 2008. “Suliprinze Mortgage Lorms” do not | '
include first-lien r_esidentiai mortgage loans that are Federal Eligible.
_ . “T ermination‘ Daté means June 30; 2012.
4. .' ~ Onluly 1, 2008 Bank of America Corporation announced that it had completed its
purchase of Countrywrde Financial Corporation, 1nclud1ng Countrywrde Home Loans In
| connection with the acquisition, Bank of America announced that the Countrywrde Defendants
would suspend offering Subpri'me, higlier;cost or nontraditional mortgages that may result'in

negative amortization, including Pay Option ARMs. In addition, Bank of America also stated
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that it would place restrictions on offering “low docurrientation”' and “no documentation”

‘mortgage loans and set limits on mortgage broker compensatron

5.  All relief under Paragraphs 6 through 12 of thrs Judgment is ordered pursuant to

the Court’s powers, 1nc1ud1ng the Court’s powers under sections 1'7203 and 17535 of the

California Business and Professions Code. !

6. Agréements‘of the Parties. -
6.1 CFCSOLE OBLIGOR ON ALL OBLI GATIONS IN THIS SECTION 6 OF
| THIS STIPULATED JUDGMENT AND INJUNCTION

6. 1 1 Responszbzlnjy of CF C. Until the Terminatlon Date (or such earlier date as

is specrﬁed herein), 'CFC is responsrble to the other parties hereto for performance of all |

of the undertakings in Section 6 of this Stipulated Judgment and Injunction, including the

‘changes to the residential mortgage lending practices describe_d in Section 6.2, the loan
modification programs described in Section 6.3, the Relocation Assistance payments -
described in Section 6.4, the Foreclosure Relief Program described in Section 6.5 and the |

.-..reporting_‘obligations,_descri.bed.in.Section. 6.6. B

6.1.2 Absence of Defenses. It is not a condition to the performance of the

obligations of CFC hereunder that it does not directiy or indirectly engage in the business
of or1g1nat1ng residential mortgage loans or in the business of servicing re51dent1a1

mortgage loans. CFC is responsrble for the conduct of CFC Afﬁhates and CFC Servicers |

as specified hereunder whether or not it controls such CFC Affiliates or CFC Servicers
| | ¢ o
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and the absence of such ‘control'_'shall not be a defense to or otherwise excuse CEC’s |
fallure to perform hereunder. » :
| -6.1.3  Remedies for Failure of CFC 1o Cause Performance I_f there is .a
material failure to perform the ob_ligations under the 1oan’modiﬁcation p_rograms described
in Section 6.3, the 'Relooation Assistance ‘payments described in Section 6.4, the
Foreclosure Relief Pro gram described in Section 6.5 or the reporting obli'gationsidescribed'
in Section 6.6 and such failure is not promptly cured after notice by the Office of the
- Attorney General of the State of California, then the Office of the Attorney General may |
* terminate Section 6 of thls St1pu1ated Judgment and InJunct1on and is no longer bound by
the release set forth in Sectlon 10 of this Stlpulated Judgment and InJunctron
6.2 SER VICER PRACTI CES. A |
" Until the Termrnatmn Date CFC shall be respon51ble for the 1mp1ementatlon of the
followmg by CFC Afﬁhates with respect to CFC Re51dent1al Mortgage Loans W1th respect to
Borrowers in the State of California: ' ’
6.2.1 Enhanced Home Retentioﬁ Pr'actice_s._.

(a) CFC 'Ser'vicers_ will maintain robust proeesses for early|
identification and contact with Borrowers who are having, or may ~have,' trouble |
making their payments on CFC f\{esid’entialn Mortgage Loans. Under these ;
processes, when contact is made with Delinquent_ .Borr‘owers,‘ an individuatized
evaluation of.the Borrowers - economic circumstances will be made to detemrinejf
alternatives to‘foreclosure are ai/aﬂ'able,_ anel consistent with the directions of the |

investors, if apphcable

S {b) -~ CFC- -Servicers- “will -maintain the current-- practlce of offering|- -

Delinquent Borrowers who desire to remain in their ho_mes and WhO can afford to
make reasonable mortgage. payments loan modifications or other workout

solutions, subject to applicable investor guidance and approvals.

<

7
STIPULATED JUDGMENT. AND INJUN CTION




O o -1 A B W o

—_ -

\(c) ~ CFC’s reports to the State under this agreement will include.

information on the nurnbers and: types of workouts »conclu_ded on '1oans secured by
owner-occupied properties in the State of California.

(@) CFC Serv1cers will contmue ‘the current practice of regularly
monitoring the delinquency charaCteristics of the entire portfolio of CFC
Residential Mortgage Loans, including Alt-A Residential Mortgage Loans, loans

with interest-only features, and other loans to prime borrowers, to identify high-

delinquency segments that may be appropriate for loan modification campaigns.

CFC shall be responsible for providing reports to the Office of the Attorney

" General of the State of California on the delinquency characteristics of such loans,

as provided herein.

(e) With respect to  Alt- A Residential Mortgage Loans, CFC

: acknowledges that Office of the Attorney General of the State of Cahforma has

expressed concerns about future delinquencies, and agrees to provide the Ofﬁce of
the Attorney General a notlﬁcatlon whenever. the nat10nw1de rate at which
Borrowers-on Alt-A Re51dent1a1 Mortgage Loans are 30 days or more dehnquent

in t_he1r payments exceeds 150% of the dehnquency rate for comparably-aged

" FHA-insured loans serviced by CFC Servicers. If such notice is required, CFC

agrees to confer with the Office -of the Attorney General concerning Alt-A
Residential Mortgage Loans delinquency trends, including whether delinquencies
are isolated in certain segments of the Alt-A Residential Mortgage Loans portfolio

(e.g., loans with interest-only features, loans originated at high CLTV), and

..concerning . the .. possible... deployment - of . streamlined. . foreclosure . avoidance | ... -

solutions for such Borrowers.

€3] Through July 1, 2009, a minimum of 3900 personnel shall be

employed to assist Borrowers with loan modifications and other foreclosure

avoidance measures.

8
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6.2.2 C’Omplianée. Understanding the circumstances and behaviors '.of lenders
and brokers that rnay haxre contributed, in part, to the current mortgage crises, CFC
recognizes ite responsibility to ensure the very highest degree of ethical conduct on the
part of CFC’s agents and employees. CFC shall ensure that (a) to the extent it resurnes
‘subprime lending, it will design .a.nd implement' an effective compliance management

Aprogram to provide reasonable assurance as to the 1dent1ﬁcat10n and control of consumer

protectron hazards assoclated with such subprlme lendlng act1v1t1es and (b) to the extent ,
of its own lending activities (if any), it will create approprrate consumer safeguards to| .

avoid unfair or deceptive activities or practices arising in connection with its interaction | -

“with brokers and other third parties.
6.3 LOANMODIFICATIONS FOR SERIOUSLYDELINQUENT BORROWERS
INCERTAINMORTGAGEPRODUCTS ‘.

Until the Termination Date, CFC shall be respons1ble for ensurrng that CFC Serv1cers do

the followmg
| 6.3.1 Ellgzble Borrowers An “Eligible BorrOWér isa Borrower who has a

Quahfymg Mortgage W1th a first payment date on or before December 31 2007, that (a) is
- secured by an owner-occupred 1-4 unit re51dent1a1 property, (b) is servrced- by a CFC

Servicer, and (¢) in the event that it is deterrnined that a condition described in Section

6.3.10 has occurred the applicable CFC Serv1cer has determined that such Borrower isin |

financial d1stress Ehgrble Borrowers are potentlally eligible for loan modrﬁcatron relief
under this Sectlon 63. A Borrower who does not occupy the 1-4 unit res1dent1a1 property

- that secures the Qualifying Mortgage is not an “Eligible Borrower.”

o 32— »Qualij"jzilzg—.Mortgages The'fo’llowing CFC Residential MOrtgage Loans f - - .

' are “Qualifying Mortgages” if the Borrower 1s an Eligible Borrower and the Borrower
| meets one of the specified delinquency proﬁles
(a) ~ Subprime 2, 3, 5, 7 and 10 Hybrid ARMs. A Subprirmie 2, 3, 5, 7
‘and 10. Hybrid ARM shall be a Qualifying Mortgageif the ‘Eligible Borrower
. | -‘9
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' meets any one of the following d'elinciuency 'proﬁles at the time considered for loan
‘ modification: |
| (1) The Eligi_b'le; Boxfrovwevr is a Seriously Delinquent Borrower
" and the LTV is 75>% or more; Or- |
| @) The Eligible Borrower is a Delinqueﬁt _BorroWer_ and the
LTV is 75% 01"more. | | |
(b) APay Option ARMs. A P‘ay. Optioh ARM shall be a Qualifying
Mortgage if the Eligible Borrower meets ény one ‘of .the following delinquency

profiles at the time considered for loan modification:

(1) The Eligible vBo'rr'owér is Seriously Delinquent and the LTV |

is 75% or more; or

" (2)  The Eligible Borrower is a Deli‘nquént Borrower and the |

LTV is 75% or more.

(¢)  Subprime First Mortgagé Loans (Other than Hybrid 2, 3, 5, 7 and

10 ARMs). A Subprime CEC Reéidehtial Morfgé’ge Loan shall be a Qualifying

‘Mortgage if the Eligible Borrower is a Seriously Delinquent Borrbwcr and the
LTV is 75% or more. |
© 6.3.3 Loan Mo_diﬁca'tionb to Be Cohsidered. Each Eligjbie Borrower shall be

" considered for a range of affordable loan modification options. with respect to his or her '

Qualifying Mortgage. The loan modification options will include those described below | .

and’ existing-modiﬁcaﬁon '_options currently undertaken by CFC, and are subject, as

applicable, to approval of the investor who owns the Qualifying Mortgage consistent with

..the Affordability Equation,-as-set forth in--Sectionvé.é 4. ,»~~-Loar-1'mmodiﬁ-catior_1 options for {- -

each category of Qﬁalifying Mortgages are as follows: _ o
| (a)  Subprime Hybrid 2, 3, 5, 7 and 10 ARMs. Qualifying Mortgages
~bthat are Subpﬁme Hybrid 2, 3, 5, 7 and 10 AR_Ms will bé eligible for loan-

modifications as _follows: ;

10
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a To the extent the HOPE for Homeowners Program is
available, an FHA refmancmg under the HOPE for Homeowners Program

under the underwriting ctiteria applicable to that program.

(2)  For Eligible Borrowers who are Dehnquent Borrowers an |

unsolieited (subject to Section 6.3. 10) restoration of the introductory rate

for ﬁve years Wlthout new loan documentat1on or an evaluation of the
: Eligible .Bonower s current income. Communlcatlons to Ehglble
| Borr.owers informing them of .this modlﬁcatr_on will 1nv1te Ehgrble |
Borrowers to contact the applicahle CFC Servicer if they do not believe |
they will be able to afford the introductor_y rate in order to be considered
for more extensive relief nnder Section 6.3.3(a)(3). |
3) - A streamlined, f'ulljz—amortizing- loan moditi‘cation sdbjeet to |

'the Affordabrhty Equat1on cons1st1n0 of:

(a) until the fifth anmversary of the loan mod1ﬁcat1on a
' _reduction of the interest rate to the (1) introductory rate or (2) lower

(but not less than 3.5%); and

(b). on the ﬁfth anniversary of the loan modlﬁcatlon an|

- automatic conversion to a ﬁxed rate mortgage for the remamder of

the loan term at the hlgher of (1) the Fanme Rate and (2) the '

_' mtroductory rate. If the Fanme ‘Rate option apphes and would not
- be affordable to the E11g1b1e Borrower based on his-or her i mcome at

 the time of conversion, the Eligible Borrower will be consrdered for

| ~a single two _year. p_erlod of reduced-rate ﬁnancmg (in Wthh case| .

the con_versmn to a fixed rate mortgage will occur at the end of the
| seventh year).

%) A streamlined loan mod1ﬁcat1on subject to the Affordabrhty

Equation consisting of:

11
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(@) modification of the Quali_fying' Mortgage to include a

ten-year interest—only period;

(b)  reduction of the interest rate to a rate no loWer than

the Interest Rate Floor, with an Annual Increase subject to. an

interest-rate cap as provided below in Section 6.3.3(a)(4)(e); and .
(c)  an interest-rate capl for the remaintng, fully-

amortizing term of the Qualifying Mortgage at an annual interest

rate equal to the introductory rate.

(b)  Pay Option ARMs. Quahfylng Mortgages that ¢ are Pay Optlon'

ARMS are eligible for the followmg loan modifications:

(1)  To the extent the HOPE for Homeowners Program is|.

avaﬂa’ble an FHA reﬁnancing under the HOPE for Homeowners Program
under the underwutlng criteria apphcable to that program; or ».
o .'(2)‘ A streamhned loan modlﬁcatlon subJect to the Affordablhty
Equatlon cons1st1ng of:
(a) ellmination-ef the negative arnortization feature;
(b) " optional introduction of a ten-year interest-only
period on the loan; | | | | |
: (©) reduction of the interest rate toa rate no lower than
the Intelest Rate Floor, W1th an Annual Increase subJ ect to an
| 1nterest rate cap of 7%, and

- (d)  if the E11g1ble Borrower owns onlﬁf one residential

pfincipal balance of the Qualifying Mortgage ‘(but any write down

- of principal would not be in an amount greater than necessary to

“achieve an LTV of 95%).

. 12
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(¢) Subprime Loans. (Other ﬂzan Hybrid 2, 3, 5, 7 and 10 ARMs).

-Qualifying Mortgages that are Subprime Loans (Other than Hybrid 2, 3, 5, 7 and |

10 ARMs) are eli_gible for the following loan modifications:
a To the extent the I—IOPE for Homeownefs ‘P‘rogram is
available, an FHA refinancing undef the HOPE for Homeowners Prcgram
' under the underwriting criteria'applicable to that prcgram; or |
(2) A streamlined. loan modification \';vith_in the limits of the
Affordability Equatlon consisting of: | o
"(a) opt1ona1 introduction - of a. ten—year interest- only
perlod on the loan;

(b)  reduction of the interest rate on the mortgage tc a

rate no lower than the Interest Rate Floor, with an Annual Increase

- subject to an 1nterest rate cap as: prov1ded below n Sect1on

6.3. 3(c)(2)(c) and

() -an 1nterest-rate cap for the remaining term of the ‘

Qualifying Mortgage» at an annual interest rate equal to (i) the fixed

interest rate /ess 200 basis points, in the case of fixed-rate loans,”

~ and (ii) the femaindep of the sum of the -contractual inde_k amount
| plus spread immediately befcre the first loan modiﬁ'cation, minus
200 basis points, in the case of an ARM
6 3 4  Affordability Equation. Quahfymg Mortgages w111 be con51dered for loan

modiﬁcatlcns in accordance with the followmg Affordability Equatlon, which estabhshes

a Foreclosure Avoidance Budget that is,_a_cap_ on the cost of the loan modification.. ... .| ... ...

(a) Foreclosure Avoidance Budget. Except for Eligible Borrowers

who receive a streamlined reduction of their interest rates _pursuant to Section:

6.3.3(2)(2), a Foreclosure Avoidance Budget will be prepared with respect to the

Eligible Borrower and the Qualifying Mortgage. The “Foreclosure Avoidance |

Budget” at any time is the difference between (i) the likelihood and severity of the |

13
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projected loss in a foreclos‘ure sale and (ii) the likelihood and severity of the

- projected loss in the event that there was a loan modification with respect to the |-

Qualifying Mortgage and a later foreclosure sale. For purposes of determining the

Foreclosure Avoidance Budget for a Qualifying Mortgage, the LTV will be based

on the Market Value. -

(b)  -Affordability Criteria. . o S

) -Subject to the Foreclosure Avoidance Budget, if tax and

msurance €SCrows are rnarntamed with respect to the Quahfymg Mortgage
the Eligible Borrower will be offered a loan modlﬁcatlon that produces a
first-year payment of principal (if applicable), interest, taxes and i insurance
equating to 34% of the Eligible Borrower’s i‘ncome,or as close to 34% of
‘the’ Eligible ’Borrower’s income as the Foreclosure Avoidance Budget
perlmts without exceedmg 42% of the Eligible Borrower’s income.

.(2) SubJect to the Foreclosure Avoidance Budget if tax and

insurance escrows are not ma1nta1ned with respect to a Quahfymg

Mortgage, the Eligible Borrower will be offered a loan modification that i

| produces a first-year payment of principal (if’ applicable) and interest
equating to 25% of the Eligible Borrower’s income, or as cloée to 25% of
the Eligibvle Borrower’s. incorne as the Foreclosure Avoidance Budget
permits without exceeding 34%‘of the Eligible Borrower’s income.

() . Borrowers Who Cannot Afford a Loan Modification. There is no.

' obligation to offer loan modifications with ‘respect to Qualifying Mortgages if the

...Eligible Borrower cannot be qualified under the Affordability Equation. Such | .

Eligible Borrowers may be eligible for a Relocation Assistance payment or.a
_payrnent under the Foreclosure Relief Program, all as provided in Sections 6.4 and
6.5:

i

6.3.5 Outreach to Borrowers at Risk of Delinquency. . Borrowers under

Subprime Mortgage Loans or Pay Option ARMs with first-payment due dates between

. 14
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January 1 2004 and December 31, 2007, whose payments are scheduled to change as a

result of an interest-rate reset Recast or exprratron of an 1nterest-only term will be sent a

communlcatlon approx1n1ate1y nrnety (90) days before the payment change inviting them |
to contact their CFC Servicer if they believe they will not be able to afford their new
payments. In the event that a borrower responds to this communication, the borrower will
be consrdered for loan modifications. under the ehglbrhty criteria in Section 6 of th1s
Stlpulated Judgment and Injunction.

6.3.6 Restrictions on Initiation or Advancement of Foreclosure Process for

| Eligible Borrowers.

(a) The foreclosure process for a Qualifying Mortgage of an Eligible
Borrower will not be inrtiated or advanced for the period necessary to determine .
Such Eligible Borrower’s interest in retairring ownership and ability to afford the

.'reV1sed mortgage terms, as well as the investor’s erhngness to accept a loan
modrﬁcatlon |

(b) ~ Any such foreclosure process will be initiated or advanced only if:
) | 'it is determined based on communicatiOn -With the BorrOWer
- or based on the Borrower s abandonment of the residential property that
secures the mortgage loan,- that the Borrower does not wish to retain |
-ownership of the residence that secured the mortgage loan,
2 it 1s or has been deterrnined that the B‘or’rower cannot be
'qualiﬁed for, or has refused, a Io_an modiﬁcationunderSectior’r 6 of th_is_

Stipulated Judgment and Injunction within the limits of the Affordability |

_.Equation,.as applicable;.or . ...l Lo

(3)  despite reasonable efforts, servicing agents have been_
unable to make contact with the borrower to determine h1s or her
preferences with regard to home ownershrp, or to _obtarn information
concerning his ~or her ihcome ‘alnd ability to ar?ford a mortgage payrnent

-under a modification.
' 15 . .
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1 6.3.7 Mzscellaneous Provtszons Related to Loan Modzf catzon Program.

(2) Commitment to Waive Late/Delmquency Fees. Any
1ate/de1_inqueney fees associated with overdue loan payments remammg unpaid as

of the date immediately before modification of the Qualifying Mortgage under

* Section 6 of this Stipulated Judgment and Injunction will be waived.

(b) Commitment Not to Charge Loan Modiﬁc'ation Fees. ‘Except to
the extent requ_‘ired in connection with tne HOPE for Homeownerstrograml,
Elrgible Borrowers will not be eharged ,loan modiﬂeation fees in connection with
loan modifications of Qualifyrng Mortgages hereunder.

(c) Prepaymentv Penalty Waivers. Prepayment penalties will be

‘ Waiyert in 'connection with any payoff or reﬁnanoing (even 1f refinanced by a
'person not Affiliated with CFC) of a Qualifying Mortgage that is a Snbprrrne
' Mortgage Loan or Pay Option ARM that (i) had a ﬁrst payment due date between |
_January 1, 2004 and December 31, 2007 (11) was d1reet1y or. 1nd1rect1y held by

O —y
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CFC on June 30, 2008 and (iii) Wthh at the t1me of the payoff or reﬁnancmg is|.
held by CFC or any Afﬁhate - Investor owners or their representatlves of |

Quahfymg Mortgages that are Subpnme Mortgage Loans or Pay Optron ARMs

" serviced by a CFC Serv1cer will be encouraged to waive prepayment penaltles in

’ SUCh c1rcumstances

(d) Commttment to C’onszder Addttzonal Relief for Borrowers

Receiving Modifications and Later »Becommg Delinquent. Eligible Borrowers

with respect to Qualifying Mortgages who have earlier received loan modiﬁcatiOns‘

._or_other workouts, whether or not pursuant to_Section 6 of this_Stipulated |

Judgment and Injunction, will be eiigible to be considered for new loan |

modification offers under Section 6 of this Stipulated Judgment and Injunction if

: they otherwise satisfy the ehg1b111ty criteria.

(e) Representatzon Concemmg Investor Delegatzon and Approval.

CF C rep1esents that CFC Servicers currently have, or reasonably expect to obtaln
: 16 : _
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discretion to pursue the foreclosure avoidance measures outlined in Section 6 of

this Stip‘uiated Judgment and Injunction for a substantial majority of Qualifying

Mortgages. If CFC Servicers do not have discretion to pursue these foreclosure

avoidance measures, best efforts will be used to obtain appropriate investor

authorization.

6.3.8" Comlmitment to Implement Relief Measures Au’thorizedv by Federal |

Government.

- (a) Gc;verliment Acquisitioﬁ of Qualifying Mortgage'sl. To fhe extent |
the federal government acquires einy Qualifjing-Mortgages and, as the owner of |
these mortgages, authorizes ldan modiﬂcations that offer borrower beneﬁtsgreater_'
'tha'ﬁ thos_,e associated with the modiﬁcatiohé outlined in Section 6 of tlﬁs

Stipulated Judgment and Injunction, relief measures will be pursued in modifying

- éuch Qualifying Mortgages to the full extent of 'such_authorization.

(b)  Government-Issued Gﬁidelines ‘Relating 0 Loan -Modz’ﬁcaiions.
To ‘the extent any féderal agency, in connection with its intervé;ntion in the
secondary fnort_gagé markéf or ‘otherwise haviﬁg _jurisdictioﬁ:, issues guidelines
relating 't.o modiﬁcations 'of delinqueif;t mortgages, Section 6 of this Stip_ulated .
Jﬁdgment and Injunction will be impleméntea in a manner that, to the maximum
extent feasible, proﬁuces modifications 'cohsis“cent with such gﬁidelineé.

6.3.9 - Timeframe for Loan Modification Process. The loan -modiﬁc;ation

process will be managed to ensure that offers of loan modiﬁcations'underl Section 6 of this’
Stipuléted iudgment and Injunction.(other than unsolicited interest rate reducﬁons) are
~_made to Eligible Borrowers, on average, no morethan60days after such Eligible |
Borr_owers. make contact with the appl_icab1¢ CFC Servicer and provide any required

| _inforfnatio_n concerning a possible ﬁiodiﬁéation. | |
. 6.3.10 Response to Intentional Noﬁpetformance bijorrowers. If CFC deteéts
material levels of intentional nonperforma‘tr‘lce. by Eligible Bbrrowers that appears to be

attributable to the introduction of the loan modification program, it reserves the right to

17
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require objective prequalification of Eligible Borrowers for loan modifications under the
program by obtai-n'ing‘veriﬁcation of all sources of income and the application of funds,

and to take other reasonable steps. Such prequalification could result in the elimination of

unsolicited interest raté reductions, inhibit streamlined solutions and could otherwise

significantly slow implementation of the loan modiﬁcation— program.

6.3.11 No.Releases wztlz Respect to Loan Modzf cations.” There wﬂl be no

requrrement that Eligible Borrowers release claims against CFC or any CFC Afﬁhate in

connectlon with loan modlﬁcatlons offered under Section 6 of this Stipulated Judgment
and Injunction.

6.3.12 Number of Loan Modlf cation Oﬁ"ers before March 31, 2009. On or

‘before March 31, 2009, loan modrﬁcatlons will be offered by CFC Servicers in-

accordance with Section 6 of this Stipulated Judgment and Injunction to not fewer than A

50,000 Serrously Dehnquent Borrowers ona natronwrde basrs The Ofﬁce of the Attomey

’ General of the State of Cahforma may termmate Section 6 of thls Strpulated Judgment and

Injunction and no longer be bound by the release set forth in Section 10 of this Strpulated

Judgment and Injunction if there is a material failure to satisfy this commitment. If the

Office of the Attorney General terminates Section '6_; any portion of the Foreclosure Relief
Program allocatio'n that has not been paid to Eligible Borrowers as provided in Section

6. 5 2 of this Strpulated Judgment and InJunctron will revert to CFC.

6 3.13 Second or Junior Lzens Loan modrﬁcatlons contemplated in Section 6 of
this Strpulated Judgment and Injunctron shall be made without consideration- of second or| -

- junior liens on mortgaged propertres CFC does not expect that the presence of second or

. Junior . 11ens will 1mpede Eligible Borrowers from. recervmg a _loan modification offer |

under Section 6 of this Stipulated Judgment and. InJunctron

| 6.4 RELOCATION ASSISTANCE PROGRAM

Through the Termination Date, payments w111 be prov1ded to borrowers who are unable to

retain their homes i 1n accordance with this Sectron 6.4.

18 | |
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6.4.1 Eligibility. Borrowers under CFC Resldential Mortgage Loans that were
serviced by a CFC Servicer on -June 30, 2008 (whether .or not they are Qualifying
‘Mortgages), are currently serviced by a‘vCFC Servioer and are subject to a foreclosure sale
date on or before the Termination Date, will be otfered an agreement. under which they
can receive a cash payment to assist wrth the Borrower’s transition to a new place of
residence (“Relocatlon Asszstance payment”) in exchange for voluntarily and
approprlately surtendering the residence that secures the mortgage loan at the time of the
-foreclosure sale. Borrowers who are eligible for, or receive payments under the
Foreclosure Relief Program may also Teceive a Relocation Assistance payment. |
642 Amount. The amount of Relocatlon Assistance payments offered to any

Borrower will be in the dlscretton of CFC or its delegee accordmg to its or their

- assessment of the _md1v1dual crrcumstances of the Borrower (e. g., number of dependents |
or amount of moving expenses) | - -
6.4.3 Timing of Payments Relocatlon Ass1stance payments shall be made to a
1 Borrower no later than fourteen days followmg the Borrower’s voluntary and appropnate
| surrender of the re81dence that secures the mortgage loan.
- 6.4.4 Payment PrOJectlon CFC projects that, from October 1, 2008, through
December 31, 2010, Relocation Assrstance payments will be made to 35,000 borrowers on
a nationwide basis .‘in a total amount of more than $70,000,000.
65 FORECLOSURE RELIEF PR_OGRAM.

Payments shall be made available to borrowers who experienced a foreclosure siale, or
who were 120 days or more delinquent in maldng mortgage payrnents soon after their loans were
orlgmated in accordance with thlS Section 6.5. | |

6.5.1 Paymem‘ Cahforma is allocated $27 950,101.
6.5.2 Indzvzdual Allocation. A Borrower will be elrgrble for payments under the
Foreclosure Relief P1o gram if the Borrower . ‘
| (@) Has a CFC Originated Residential Mortgage Loan secured by |
owner-occup1ed property; 4
o | o |
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(b) - The ﬁrst payment on the CFC-Originated Residential Mortgage
Loan was due between January 1, 2004 and December 31, 2007

(©) Six or fewer payments were made on the CFC- Orrgrnated

Residential Mortgage Loan; and - ,
(d  The CFC- Orrgmated Residential Mortgage Loan was foreclosed or
15120 days or more delinquent a$ of the- Commencement Date. - |
6.5.3 Expanszon of the Foreclosure’ Relief Progmm. ~ The Office of the
Attorney General of the State of California may expand the Foreclosure Relref Pro gram to
cover additional Borrowers or limit the Foreclosure Relief Program to restrict the
participation of Borrowers ('provided. that at least those borrowers vyho made three or

fewer payments over the life of the CFC- Orrginated Residential Mortgage Loan are

' covered).

6.5.4 Commumcatzons CF C and the Ofﬁce of the Attorney General of the State
of California shall consult as to the form of any communication sent to Borrowers who are
to receive Foreclosure Relief Program payments

6.5.5 Unallo_cated ‘Funds. Funds allocated to Borrowers in the State of

. California who choose not to participate in the F oreclosure Relief Program or who cannot

belocated after commercially reasonable' efforts shall be available to the Office of the
Attorney General for re-allocation to Borrowers under this program at the direction of the
Ofﬁce of the Attorney General.

| 6.5.6 Release In order to receive payments under the Foreclosure Relief

Program, Borrowers will be required to execute a release in accordance with Section

671, _._,B,orr_o_y_vers-..foered__payments__ under__this_Eore_clo.sur_e___Relief_,Pr,o_gr,am, whose loans | . ...

have not yet been foreclosed shall be afforded at least a three month period to decide
whether to -execute the release to permit them to determine whether they wish to raise
claims covered by the release. | |

6.6 REPORTING REQUIREMENTS.

. 6.6.1 Eligible Borrowers in Qualifying Mortgages.
’ _ 20 ) .
- STIPULATED JUDGMENT AND INJUNCTION




O e oy A W N

10

11

12
13

14

‘15
16

17 -

18
19

20
_'21
2

23 0 .......dates between January 1, 2004, and December,.r&l,.,,20_0_7,,.Ihat.vare,._s_ecuredA

24
25
26
27

28

P | I

(&) . On a quarterly basis fhrOugh June 30, 2010, CFC shall report the |
folloWing information to the Office of the Attorney General of the State of

California: '

(]) . The names an'd. addresses of Eligible Borrowers in the State

of California in Qualifying Mortgages who received loan modification

offers under Section 6 of this Stipulated Judgment and _Injuncﬁon, and for |

whom loan modrﬁca‘uons ‘were concluded; |
(2)  Forall loan modrﬁcatrons under Section 6 of this St1pulated
Judgment and Injunction concluded within the reporting period in the State

of California, the original and modified loan terms, and the amounts of

late/delinquency fees Waived loan modrﬁca’non fees Warved and

prepayment penaltles Wa1ved by CFC pursuant to Section 6 of this |
Stlpulated“Judgment and_InJunctlon, ‘
(3) . For a sample of Eligible Borrowers in Qualifying Mortgages

for Whom CFC was unable'to procure a loan modification offer under

L Sect1on 6 of this Stipulated Judgment and InJunctlon durrng the reportmg |

-perlod (whlch sample shall be no-less than 5% of all such Eligible |

Bortowers), the factors preventing a loan mod1ﬁcat10n offer

(4) The number ‘and total amount of Relocation Assistance |

- payments made to borrowers in the State of California during the reporting

period;

"~ (3  Delinquency data on active loans with first payment -due

by owner oocupied'residential property in the State of California, broken

down by type of loan; and

(6) Aggregated dehnquency data on all loans modrﬁed under

Section 6 of thrs Stlpulated Judgment and Injunction for Ehg1b1e

Borrowers in the State of Cahforma
_ 21
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'(b) - CFC shall provide annuaI reports to the _Ofﬁee of the Attorney‘
G_eneral of the State of Caltfornia that inelude the information specified in Section.
6.6.1(a) for the periods July 1, 2_010 through June 30; 2011, and July_l, 2011
through June 30,2012, | | |

76.6.2“ Other Loan Modifications. | With. the same frequency as speciﬁed in

Section 6.6.1, CFC will provide to the Office of the Attorney General of the State of )

California a report detailing the numbers and types of modifications concluded on first-

- lien residential mortgage loans secured by owner-occupied property in the State of|

California (other than} Qualifying Mortgages) and the total unpaid principal balance of
such modified 1oans. o | |
6.6.3 Compliance Monitor. CFC will appoint an employee as the Compliance‘

Monitor for thls agreement. The Comphance ‘Monitor w111 be respon81ble for (a) makmg

' reports to the Ofﬁce of the Attorney General of the State of Cahfomla under this
' St1pu1ated Judgment and Injunctlon and (b) receiving and responding to complaints from

States or from individual borrowers concerning the operation of the loan modification

progratn.
6.7 RELEASES

6.7.1 Releases from Bbrrbwers. Borrowers ‘t'o- vs‘/hom"p_ayments under the

Foreclosure Relief Program are offered shall, as a condition of receiving-such payments,

be reciuired to execute and return to CFC a release of claitns that includes the following
language:

In consideration for the payment we are to receive undér the Foreclosure Relief |

_Program, we release Countrywide Financial Corporation and its affiliates and their |

tespective directors, ofﬁcers employees and agents .(except brokers) from all civil
cla1ms causes of actlon any other right to obtain any type of monetary damages
(mcludmg pumtwe damages) ‘expenses, attorneys and other fees, resmsewn,
_restitution or any other remedies of whatever kind at law or in equity, in:contract,

in tort (including, but not limited to, personal injury and emotional distress),
_ . 22 '
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the Attorney General. _

‘ .arising under any source whatsoever, including any statute, regulation, rule, or
common law, whether in a civil, »adrninistfative, arbitral or other judicial Or ‘non-
~ judicial proceeding, ‘whether known or unknown, 'whether or not ball'eged,
threatened or asée1ted by us or by any other person or entity on our behalf,
.inclnding any .curren‘dy pending or future purpoﬁed or certified class action in
which we are now or may hereafter become a class member, that arise from or are
in any way related to CFC Loan No. | ' _ ,v including, without limitation,
fhe origination of that loan (and any representatio'ns or omissions made dUﬁng that |’
- origination process), the terms_’ and conditions of that loan, and the sewicing or

adnlinistration of that loan following ita origina‘nion.

6.8  Miscellaneous. | .

6.8.1 No T, hzrd Party Beneficiaries Intended . Section. 6 of thls Stlpulated'

J udgment and InJunctlon 18 not intended to confer upon any person any rights or remedies,

1nclud1ng rlghts as a third party beneficiary. Seetlon 6 of this Stlpulated Judgment and |’

~ Injunction is not intended to create a private right of action on the part of any person or

entity other than the partles hereto.

6.8.2 Conf dentiality. The Office of the Attorney General . of the State of
California agrees that all confidential 1nformat10n disclosed to it by BAC or CFC or.any of
their Afﬁliates shall be kept confidential, except to. the extent required by law, regulation

or court order (and in such case, only upon prior written notice to the disclosing party). |

The periodio reports to be provided pursuant to Section 6.6 of this Stipulated Judgment | - -

andj Injunction shall be considered records of an investigation conducted by the Office of

7. Except to.the extent an earlier date is specified or the provisions of Section 6 of

“this Stipulafed Judgment and Injunction are e'arlier terminated atcording to the terms-hereof the
‘ obhgatlons of CFC under Section 6 of this Stlpulated Judgment and Injunction shall terminate
on the Termination- Date Provided, however that no términation of the obhgatlons under

~ Section 6 of this Stipulated Judgment and InJuncnon shall modify or terminate the terms of any

23
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loan modification entered into pursuant to Section 6.3 of this ‘St'ipulated Judgment and |

Injunction, | o

| 8. | On entry of thisStipﬁlatéd Judgment a‘nd Injunction, CFC shall pay the sum of
$1,700,000 to the Office of the Attornéy General, to cover the cosfs of investigating and -

4‘ prosecuting this matter.

9. " All documents and notices to be provided to any party under this Judgment are

sufficient if given by nationally recognized overnight courier service or personal delivery to the »

named party at the address bélow:

| | A. If.to Deféndants:

John Beisner

_ Brian Boyle :
O’MELVENY & MYERS LLP
1625 Eye Street, NN-W. '
Washington, D.C. 20006

B. If to the Attorney General:

Benjamln G. Diehl
Office of the California Attorney General
300 S. Spring St., Ste. 1702

- Los Angeles, CA 90013

and .

' Kathun Sears : :
Office of the California Attorney General .
455 Golden Gate Ave,, Ste. 11000 ~
San Francisco, CA 94102

Notice is effective when delivered personally or on the business day after it is sent:by nationally

receive Reports or notices or change its notice address by giving notice in accordance with this
paragraph. |

10. This Stipulated Judgment and Injuncﬁon constitutFS a full resolution, com'pleté

settlement, and release of all claims as between Plaintiff the People the State of California and -

_the Countrywide Defendants regarding the business p_rabtices identified in the above captioned
‘ 24 ‘
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action for events occurring before the entry of this Stipulated Judgment and Injunction. This

Stipulated Judgment and Injunction does not resolve or release, but instead specifically

. preserves, any claims Plaintiff the People of the State of California may have as to Angelo

Mozilo or David Sambol.
11.  The Countrywide Defendants shall maintain and provide information to and
cooperate fully with the Attorney General in connection with the prosecution of the separate

action, People of the State of Calz'fornia v. Countrywide-Financial Corporation, et al., initially

_ filed in this court and assigned case number LC081 846 as to defendants Angelo Mozilo and

i Dav1d Sambol. ThlS shall 1nc1ude but is not necessarﬂy limited to, attendlng depositions, trlals

or hearmgs on 25-days notice, without the necessrty ofa subpoena or personal service;
prov1d1ng any documents and other tanglble things requested by the Attomey General on 30-
days notice, without the necessuy of a subpoena or personal service and Wrthout Ob_] ection; not

objecting to efforts by the Attorney General to obtain documents or other drscovery from any

other named defendant to this action or any third party, and protectlng, preservrng and.

malntalnmg all records and correspondence ‘which are now 1n or later come into the1r

_possession, custody or control that were, sent to, recelved from, or in any Way relate to Angelo

Mozilo, David Sambol, or any of therr representat1ves
o 12 Plamtrff and the Count1yw1de Defendants agree that nothmg in this St1pu1ated
Judgment and InJunctlon as to such defendants is to be construed as a bar to Plalntrff continuing

its separate action against defendants-Angel_o, Mozilo,' David Sambol,and Does 1-100,

- Inclusive.

13.  Should any of the Countrywide Defendants resolve matters speciﬁeally set forth

entry of this Stipulated Judgment and Injunction in actions-brOUght by Attorneys General of
other state's on terms that are different than those contained in this Stipulated Judgment and

Injunction (other than terms offered by CFC but not accepted by the _Ofﬁce of the Attorney

",General of the State of California), the Countryyvide Defendants Will provide a copy of those "

terms to the Office of the Attorney General__for review. If, after review, the Office of the
' \ 25 ‘
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Attorney General determines the terms of such resolutions are, fal_cen as a whole, more
favlorable than those contained in this Stipulated Judgment and Injunction, then the -
Countrywide Defendants shall stipulate that this Stinulated Judgment and Injunction shall be
amended to reflect all of such terms in place of the terms hereof. |

14, Nothing in this Stipulated Judgment and Injunction shall be construed as
relieving any of the parties subject to this Stipulated Judgment and Injunction of their obligation
to comply, or as prohibiting any of those parties from complying, with all applicable state and
federal laws, regulations or rnles, nor shall any of the provisions of this Stipulated Judgment '
and Injunction be deemed to be permission to engage in any acts or practices prohibited by snch

~ laws, regulations, or rules. L ..

15.  This Couft shall retain jurisdiction over this matter for the purposes of ()
enabling the Attorney General to apply,.at any time, for enforcement of any provisions of this
Stipulated fudgment and Injunction and for sanctiensor other punishment for any violation of
this Stipulated Judgment and Inj uncﬁon; and (b) enabling any party to this Stipulated Judgment
and Injunction to apply, upon giving 45 days written notice to all other perties, for such further

. orders and directions as might be necessary or appropriéte either for the construction or
carrying out of this Stipulated Judgment an,d'Injnnction or for the modification or terminatien of | -
one oru, more injunctive provisions of this Stipulated Judgment and Injunction. |

16.  This Stipul'ated Judgment and Injunction shall take effect immediately upon

entry by the clerk, and the clerk is ordered to enter it forthw1th
LA g éé%e

Hon.

Dated: @@T 2 0 2008

¢ RICHARD B. WOLFE
T JupeE

, 26
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R Judge, Cahforma Superior Court




