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General Framework for Consumer Relief Provisions

Servicers agree that they will not implement the menu through policies that are
intended to (i) disfavor a specific geography within or among states that are a party to the
Consent Judgment or (ii) discriminate against any protected class of borrowers. This
provision shall not preclude the implementation of pilot programs in particular
geographic areas.

| Any discussion of property in this framework or Table 1 refers to a 1-4 unit
single-family property (hereinafter, “Property” or collectively, “Properties”).

Programmatic exceptions to the crediting requirements listed below may be
granted by the Monitoring Committee on a case-by-case basis.

To the extent a Servicer is responsible for the servicing of a mortgage loan
covered by this Agreement, the Servicer shall receive credit for all consurmer relief and
refinancing activities by any of its subservicers to the same extent as 1f Servicer had
undertaken such activities itself."

1. First Lien Mortgage Modifications

a. Participating Servicers may receive credit for certain modifications to first
lien mortgages as described in Table 1.

b. First liens on occupiedI Properties with an unpaid principal balance
(“UPB”) prior to capitalization at or below the highest GSE conforming
loan limit cap as of January 1, 2010 shall constitute at least 85% of the
eligible credits for first liens (the “Applicable Limits™).

c. Eligible borrowers must be at least 30 days delinquent or otherwise
qualify as being at imminent risk of default due to borrower’s financial
situation.

In other words, if a Servicer holds a mortgage loan but does not service or control the
servicing rights for such loan (either through its own servicing operations or a
subservicer), then no credit shall be granted to that Servicer for consumer relief and
refinancing activities related to that loan.

Servicer may rely on a borrower’s statement, at the time of the modification
evaluation, that a Property is occupied or that the borrower intends to rent or re-
occupy the property.
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Eligible borrowers’ pre-modification loan-to-value ratio (“LTV”) is
greater than 100%.

. Post-modification payment should target a debt-to-income ratio (“DTI")?
of 31% and a modified LTV? of no greater than 120%, provided that
eligible borrowers receive a modification that meets the following terms:

i. Payment of principal and interest must be reduced by at least 10%

ii. Where LTV exceeds 120% at a DTI of 31%, principal shall be
reduced to'a LTV of 120%, subject to a minimum DTI of 25%,
provided that for investor-owned loans, the LTV and DTI need not

“be reduced to a level that would convert the modification to net
present value (“NPV”") negative.

DTI requirements may be waived for first lien mortgages that are 180 days
or more delinquent as long as payment of principal and interest is reduced
by at least 20% and LTV is reduced to at least 120%.

. Servicers shall also be entitled to credit for any amounts of principal
reduction which lower LTV below 120% LTV.

. When a Participating Servicer reduces principal on a first lien mortgage
and any Participating Servicer owns the second lien mortgage, the second
lien shall be modified in accordance with the below discussion of second
liens. Credit for such second lien mortgage write-downs shall be credited
in accordance with the second lien percentages and cap described in Table
1. :

In the event that, in the first 6 months afier the Execution Date, Servicers
temporarily provide forbearance or conditional forgiveness to eligible
borrowers as they ramp up use of principal reduction, Servicers shall
receive credit for principal reduction on such modifications provided (i)
they may not receive credit for both forbearance and principal reduction
and (ii) the principal reduction credit is only provided once the principal is
actually forgiven in accordance with this framework and Table 1. -

Consistent with HAMP, DT]I is based on first-lien mortgage debt only. For non-
owner-occupied properties, Servicer shall consider other appropriate measures of
affordability.

For the purposes of these guidelines, LTV may be determined in accordance with
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Eligible modifications to include any modification that is made on or after
the date of the date of execution of the settlement agreement (the
“Execution Date”):

1.

il

iii.

Write-offs made to allow for refinancing under the FHA Short
Refinance Program;

Modifications under the Making Home Affordable Program or the
Housing Finarice Agency Hardest Hit Fund (“HFA Hardest Hit
Fund”)(or any other federal program) where principal is forgiven,
except to the extent that state or federal funds are the source of a
Participating Servicer’s credit claim. For example, if a
Participating Servicer extinguishes $100 of principal through the
Home Affordable Modification Program (“HAMP”) Principal
Reduction Alternative (“PRA”) modification, and the Participating
Servicer (in its capacity as an investor) is scheduled to receive $21
in PRA principal reduction incentive payments from the U.S.
Department of the Treasury for that extinguishment, the
Participating Servicer may only apply $79 of principal reduction
for credit consideration through this menu.

Modifications under other proprietary or government modification
programs, provided that such modifications meet the guidelines set
forth herein.

2. Second Lien Portfolio Modifications

a. Servicers are required to adhere to these guidelines in order to receive

credit,

b. A write-down of a second lien mortgage will be creditable where such
write-down facilitates either (a) a first lien modification that involves an
occupied Property for which the borrower is 30 days delinquent or
otherwise at imminent risk of default due to the borrower’s financial
situation; or (b) a second lien modification that involves an occupied
Property with a second lien which is at least 30 days delinquent or
otherwise at imminent risk of default due to the borrower’s financial
situation.

C.

Required Second Lien Program:

1.

All servicers agree that they must write down second liens
consistent with the following program until their menu credits are
fulfilled:
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1. A write-down of a second lien mortgage will be creditable
where a successful proprietary first lien modification has
been completed by a Participating Servicer, with the first
lien modification meeting the following criteria:

a. Minimum 10% payment reduction (principal and
interest);

b. Income verified;
c. A UPB at or below the Applicable Limits;; and
d. Post-modification DTI* between 25% and 31%.

2. If a Participating Servicer has completed a successful
 proprietary first lien modification and second lien loan
amount is greater than $5,000 UPB and the current

payment is greater than $100 monthly payments, then:’

a. Servicer shall extinguish and receive credit in
accordance with Table 1 on any second lien that is
greater than 180 days delinquent.

b. Otherwise, Servicer shall solve for a second lien
payment utilizing the HAMP Second Lien
Modification Program (“2MP”) logic used as of the
Settlement Date (1% / 2% rate and term greater of
(a) modified first or (b) existing second).

c. Servicer shall use the following payment waterfall:

1. Forgiveness equal to the lesser of (a)
achieving 115% combined loan-to-value
ratio (“CLTV”) or (b) 30% UPB (subject to
minimum forgiveness level); then

ii. Reduce rate until the 2MP payment required
by ZMP logic as of the Settlement Date is
reached; then .

Consistent with HAMP, DTI is based on first-lien mortgage debt only. For non-
owner-occupied properties, Servicer shall consider other appropriate measures of
affordability.
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ii. Extend term to “2MP Term” (greater of
modified first or remaining second).

d. Servicer shall maintain an I/O product optmn
consistent w1th 2MP protocols.

d. Eligible second lien modiﬁcations to include any modification that is
made on or after the Execution Date.

i. Principal reduction or extinguishments through the Making Home
Affordable Program (including 2MP), the FHA Short Refinance
Second Lien (“FHA2LP”) Program or the HFA Hardest Hit Fund
(or any other federal program), except (to the extent) that state or
federal funds are the source of a Participating Servicer’s credit
claim.

ii. Second lien write-downs or extinguishments completed under -
proprietary modification programs, are eligible, provided that such
write-downs or extinguishments meet the guidelines as set forth
herein.

e. Extinguishing deficiency balances of second liens to support the future
ability of individuals to become homeowners will be credited based on
credits in Table 1.

3. Enhanced Borrower Transitional Funds

Servicers may receive credit, as described in Table 1, for providing
additional transitional funds to homeowners in connection with a short
sale or deed-in-lieu of foreclosure to homeowners for the amount above
$1,500.

4, Short Sales

a. As described in the preceding paragraph, Servicers may receive credit for
providing incentive payments for borrowers on or after the Execution Date
who are eligible and amenable to accepting such payments in return for a
dignified exit from a Property via short sale or similar program. Credit
shall be provided in accordance with Table 1, Section 3.i.

b. Second liens extinguished on or after the Execution Date to facilitate such
short sales, shall be subject to the credit percentages and cap for Short
Sales, as described in Table 1.
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¢. Short sales through the Home Affordable Foreclosure Alternatives
(HAFA) Program or any HFA Hardest Hit Fund program or proprietary
programs closed on or after the Execution Date are eligible.

d. Servicer shall be required to extinguish a second lien owned by Servicer
behind a successful short sale/deed in lieu conducted by a Participating
Servicer, where the first lien is greater than 100% LTV and has a UPB at
or below the Applicable Limits, until Servicer’s menu credits are fulfilled.
The first lien holder would pay to the second lien holder 8% of UPB,
subject to a $2,000 floor and a $8,500 ceiling. The second lien holder
would then release the note or lien and waive the deficiency balance.

5. Deficiency Waivers

a. Participating Servicers may receive credit for waiving deficiency balances
if not eligible for credit under some other provision, subject to the cap
provided in the Table 1.

b. Credit is only available where Servicer has a valid deficiency claim,
meaning where Servicer can evidence to the Monitor that it had the ability
to pursue a deficiency against the borrower but waived its right to do so
after completion of the foreclosure sale.

6. Forbearance for Unemployed Borrowers

a. Participating Servicers may receive credit for forgiveness of principal for
unemployed borrowers. '

b. Participating Servicers may receive credit for funds expended to finance
principal forbearance solutions for unemployed borrowers as a means of
keeping them in their homes until such time as the borrower can resume
payments. Credit will only be provided beginning in the 7th month of the
forbearance under Table 1, Section 6(ii).

7. Anti-Blight Provisions

a. Any Property value used to calculate credits for this provision shall have a
property evaluation meeting the standards acceptable under the Making
Home Affordable programs received within 3 months of the transaction.

8. Benefits for Servicemembers

a. Short Sales
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Servicer shall, with respect to owned portfolio first liens, provide
servicemembers who qualify for SCRA benefits (“Eligible
Servicemembers”) a short sale agreement containing a.
predetermined minimum net proceed amount (“Minimum Net
Proceeds™) that Servicer will accept for short sale transaction upon
receipt of the listing agreement and all required third-party
approvals. The Minimum Net Proceeds may be expressed as a
fixed dollar amount, as a percentage of the current market value of
the property, or as a percentage of the list price as approved by
Servicer. Afier providing the Minimum Net Proceeds, Servicer
may not increase the minimum net requirement until the initial
short sale agreement termination date is reached (not less than 120
calendar days). Subsequent changes to the Minimum Net Proceeds
when the short sale agreement is extended must be documented.

Eligible Servicemembers shall be eligible for this short sale
program if: (a) they are an active duty full-time status Eligible
Servicemember; (b) the property securing the mortgage is not
vacant or condemned; (c) the property securing the mortgage is the
Eligible Servicemember’s primary residence (or, the property was
his or her principal residence immediately before he or she moved
pursuant to a Permanent Change of Station (“PCS”) order dated
after October 1, 2010; (d) the Eligible Servicemember purchased
the subject primary residence after July 1, 2006 and before
December 31, 2008; and (e) the Eligible Servicemember relocates
or has relocated from the subject property not more than 12 months
prior to the date of the short sale agreement to a new duty station
or home port outside a 50-mile radius of the Eligible
Servicemember’s former duty station or home port under a PCS.
Eligible Servicemembers who have relocated may be eligible if the
Eligible Servicemember provides documentation that the property
was their principal residence prior to relocation or during the 12-
month period prior to the date of the short sale agreement.

b. Deficiency Waivers

1.

ii.

If an Eligible Servicemember qualifies for a short sale hereunder
and sells his or her principal residence in a short sale conducted in
accordance with Servicer’s then customary short sale process,
Servicer shall, in the case of an owned portfolio first lien, waive
the deficiency amount so long as it is less than $250,000.

Servicer shall receive credit for mandatory waivers of deficiency
amounts pursuant to the short sale provisions in the menu.
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c. With respect to the refinancing program described in Section 9 below,
Servicer shall use reasonable efforts to identify active servicemembers in
its owned portfolio who would qualify and to solicit those individuals for
the refinancing program.

9. Refinancing Program

a. Each Participating Servicer shall create a refinancing program for current
borrowers. Servicers shall provide notification to eligible borrowers
indicating that they may refinance under the program described herein.
The minimum occupied Property eligible criteria for such a program shall

be:

ii.

iil.

iv.

vi.

vil.

viil.

ix.

The program shall apply only to Servicer-owned first Lien
Mortgage Loans.

Loan must be current with no delinquencies,‘in past 12 months.

Fixed rate loans, ARMS, or I/Os are eligible if they have an initial
period of 5 years or more.

Current LTV is greater than 100%.
Loans must have been originated prior to January 1, 2009.

Loan must not have received any modification in the past 24
months.

Loan must have a current interest rate of at least 5.25 % or PMMS
+ 100 basis points, whichever is greater.

The minimum difference between the current interest rate and the
offered interest rate under this program must be at least 25 basis
points or there must be at least a $100 reduction in monthly

payment..

Maximum UPB will be an amount at or below the Applicable
Limits.

The following types of loans are excluded from the program
eligibility:

1. FHA/VA

2. Property outside the 50 States, DC, and Puerto Rico
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3. Loans on Manufactured Homes

4. Loans for borrowers who have been in bankruptcy anytime
within the prior 24 months

5. Loans that have been in foreclosure within the prior 24
months

b. The refinancing program shall be made aviilable to all borrowers ﬁiting

C.

the minimum eligibility criteria described above in 9.a. Servicers will be
free to extend the program to other customers beyond the minimum
eligibility criteria provided above and will receive credit under this
Agreement for such refinancings, provided that such customers have an
LTV of over 80%, would not have qualified for a refinance under the
Bank’s generally-available refinance programs as of September 30, 2011.
Notwithstanding the foregoing, Servicers shall not be required to solicit or
refinance borrowers who do not satisfy the eligibility criteria under 9.A
above.

The structure of the refinanced loans shall be as follows:
1. Servicers may offer refinanced loans with reduced rates either:
1. For the life of the loan; or

2. For loans with current interest rates above 5.25% or PMMS
+ 100 basis points, whichever is greater, the interest rate
may be reduced for 5 years. After the 5 year fixed interest
rate period, the rate will return to the preexisting rate
subject to a maximum rate increase of 0.5% annually;

3. For loans with an interest rate below 5.25% or PMMS +
100 basis points, whichever is greater, the interest rate may
be reduced to obtain at least a 25 basis point interest rate
reduction or $100 payment reduction in monthly payment,
whichever is [less], for a period of 5 years, followed by
0.5% annual interest rate increases with a maximum ending
interest rate of 5.25% or PMMS + 100 basis points.

ii. The original term of the loan may be changed.

ili. Rate Reduction could be done through a modification of the
existing loan terms or refinance into a new loan.

iv. New term of the loan has to be a fully amortizing product.



CONFIDENTIAL - FOR SETTLEMENT PURPOSES ONLY
FEDERAL-STATE DRAFT 01/19/12

v. The new interest rate will be capped at 100 basis points over the
PMMS rate or 5.25%, whichever is greater, during the initial rate
reduction period.

d. Banks fees and expenses shall not exceed the amount of fees charged by
Banks under the current Home Affordable Refinance Program (“HARP”)
guidelines.

e. The program shall be credited under the menu as follows:

1. Credit will be calculated as the difference between the current
interest rate and the offered interest rate times UPB times a
multiplier.

ii. The multiplier shall be as follows:

1. Ifthe new rate applies for the life of the loan, the multiplier
shall be 8 for loans with a remaining term greater than 15
years, 6 for loans with a remaining term between 10 and 15
years and 5 for loans with a remaining term less than 10
years.

2. Ifthe new rate applies for 5 years, the multiplier shall be 5.

f.  Additional dollars spent by each Participating Servicer on the refinancing
program beyond their required commitment shall be credited 25% against
 the Servicer’s first lien principal reduction obligation and 75% against the
Servicer’s second lien principal reduction obligation, up to the limits set
forth in Table 1.

10. Incentives and Penalties

a. For the consumer relief and refinancing activities imposed by this
Agreement, Participating Servicers shall receive an additional 25% credit
against their outstanding settlement commitments for any first or second
lien principal reduction and any amounts credited pursuant to the
refinancing program taken after the announcement of the settlement and
within 12 months of the Execution Date (e.g., a $1.00 credit for Servicer

- activity would count as $1.25).

b. Participating Servicers shall complete 75% of the menu credits within two
years of the effective date of the Consent Judgment.

¢. Ifany Participating Servicer fails to meet the commitment set forth in this
menu within the three-year time frames established therein, such

10
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Participating Servicer shall pay an amount equal to 125% of the unmet
commitment amount; except that if the Participating Servicer fails to meet
the two year commitment noted above, and then fails to meet the three
year commitment, the Participating Servicer shall pay an amount equal to
140% of the unmet three-year commitment amount.

11. Applicable Requirements:

The provision of consumer relief by the Servicer in accordance with this
Agreement in connection with any residential mortgage loan that is not
owned by such Servicer is expressly subject to, and shall be interpreted in
accordance with, the terms and provisions of the Servicer Participation
Agreement with the U.S. Department of Treasury, any servicing
agreement, subservicing agreement under which Servicer services for
others, special servicing agreement, mortgage or bond insurance policy or
related agreement or requirements to which Servicer is a party and by
which it or its servicing affiliates are bound pertaining to the servicing or
ownership of the mortgage loans, including without limitation the
requirements, binding directions, or investor guidelines of the applicable
investor (such as Fannie Mae or Freddie Mac), mortgage or bond insurer,
or credit enhancer, provided, however, that the inability of a Participating
Servicer to offer a type, form or feature of the consumer relief payments
by virtue of an Applicable Requirement shall not relieve the Participating
Servicer of its aggregate consumer relief obligations imposed by this
Agreements, i.e., the Participating Servicer must satisfy such obligations
through the offer of other types, forms or features of consumer relief
payments that are not limited by such Applicable Requirement.

12. Non-Participating States

a. If a state elects not to participate in the settlement, then the total amounts
due pursuant to this settlement will be reduced according to Schedule A to
this framework.

b. A cap will be imposed on the consumer relief funds and refinancing
credits for consumer relief expenditures for the non-participating states
according to Schedule B to this framework.

c. Ifacap specified in Schedule B is imposed due to the non-participation of
a state, then the cap shall be lifted 18 months after the effective date of the
Agreement if (i) the Servicer requests to the Monitor that the cap be lifted,
and (ii) the Monitor determines that the Servicer has used reasonable good
faith efforts to satisfy its aggregate consummer relief obligation under the
Agreement while respecting the cap(s). The Monttor shall make a

11
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determination within 30 days of the request, provided that the lack of a
determination in that timeframe shall be deemed approval.

d. Ifeither (a) the State of California or (b) 5 other states (not including
California) are not participating in the settlement, then the LTV cut-off in
section 9(a)(iv), above, shall be 120% instead of 100%.
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