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I INTRODUCTION

1. In October 2008, Bank of America accepted $15 billion in funds from the United
States Government as part of the Troubled Asset Relief Program (“TARP”), 12 U.S.C. § 5211. In
January 2009, in connection with its acquisition of Merrill Lynch, Bank of America accepted
another $10 billion in TARP funds along with a partial guarantee against losses on $118 billion in
mortgage-related assets. By accepting this payment, Bank of America agreed that it would
participate in one or more programs that TARP authorized the Secretary of the Treasury to
establish necessary to minimize foreclosures.

2. Consistent with the TARP mandate, the Treasury Department implemented the
Home Affordable Modification Program (“HAMP”) — a detailed program designed to stem the
foreclosure crisis by providing affordable mortgage loan modifications and other alternatives to
foreclosure to eligible borrowers. Companies that accepted money under the TARP are subject to
mandatory inclusion in HAMP as are certain classes of loans, namely those held by Federal
National Mortgage Association (“Fannie Mae”) and Federal Home Loan Mortgage Corporation
(“Freddie Mac™).

3. Bank of America signed a contract with the U.S. Treasury on April 17, 2009
(attached as Exhibit 1 and included by reference) agreeing to comply with the HAMP requirements
and to perform loan modification and other foreclosure prevention services described in the
program guidelines. The guidelines issued by the Treasury Department set forth a detailed process
whereby a participating servicer such as Bank of America, acting through its subsidiary BAC
Home Loans Servicing, must:

o identify loans that are subject to modification under the HAMP program, both
through its own review and in response to requests for modification from
individual homeowners; |

e collect financial and other personal information from the homeowners to
evaluate whether the homeowner is eligible for a loan modification under

HAMP;
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e institute a modified loan with a reduced payment amount as per a mandated
formula, that is effective for a three-month trial period for borrowers that are
eligible for a modification; and

e provide a permanently modiﬁed loan to those homeowners who comply with the
requirements during the trial period. Whether the homeowner qualifies for a
modification or not, participating servicers are also required to provide written
notices to every mortgage borrower that has been evaluated for a loan
modification, whether or not the borrower has been found eligible.

4. HAMP and its associated directives also set prohibitions against certain conduct
including demanding upfront payments in order to be evaluated for a loan modification, instituting
or continuing foreclosures while a borrower is being evaluated for a loan modification, and
restrictions on the way a servicer may report the borrower to credit reporting agencies.

5. Though Bank of America accepted $25 billion in TARP funds and entered into a
contract obligating itself to comply with the HAMP directives and to extend loan modifications for
the benefit of distressed homeowners, Bank of America has systematically failed to comply with
the terms of the HAMP directives and has regularly and repeatedly violated several of its
prohibitions.

6. Under HAMP, the federal government incentivizes participating servicers to make
adjustments to existing mortgage obligations in order to make the monthly payments more
affordable. Servicers receive $1,000.00 for each HAMP modification. However, this incentive is
countered by a number of financial factors that make it more profitable for a mortgage servicer
such as Bank of America to avoid modification and to contiﬁue to keep a mortgage in a state 0f
default or distress and to push loans toward foreclosure. This is especially true in cases where the
mortgage is owned by a third-party investor and is merely serviced by the servicer such as Bank of
America. On information and belief, Bank of America does not own a significant majority of the

Ioans on which it functions as a servicer.
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7. Economic factors that discourage Bank of America from meeting its contractual

obligations under HAMP by facilitating loan modifications inélude the following:'

Bank of America may be required to repurchase loans from the investor in order
to permanently modify the loan. This presents a substantial cost and loss of
revenue that can be avoided by keeping the loan in a state of temporary
modification or lingering default.

The monthly service fee that Bank of America, as the servicer collects as to each
loan it services in a pool of loans, is calculated as a fixed percentage of the
unpaid principal balance of the loans in the pool. Consequently, modifying a
loan to reduce the principal balance results in a lower monthly fee to the
servicer.

Fees that Bank of America charges borrowers that are in default constitute a
significant source of revenue to the servicer. Aside from income Bank of
America directly receives, late fees and “process management fees” are often
added to the principal loan amount thereby increasing the unpaid balance in a
pool of loans and increasing the amount of the servicer’s monthly service fee.
Entering into a permanent modification will often delay a servicer’s ability to
recover advances it is required to make to investors of the unpaid principal and
interest payment of a non-performing loan. The servicer’s right to recover
expenses from an investor in a loan modification, rather than a foreclosure, is
often less clear and less generous.

Fixed overhead costs involved in successfully performing loan modifications
involve up-front cost to the servicer for additional staffing, physical
infrastructure, and expenses such as property valuation, credit reports and

financing costs.

1

See Thompson, Diane E., Why Servicers Foreclose When They Should Modify and Other
Puzzles of Servicer Behavior, National Consumer Law Center (October 2009).
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8. Rather than allocating adequate resoﬁrces and working diligently to reduce the
number of loans in danger of default by establishing permanent modifications, Bank of América
has serially strung out, delayed, and otherwise hindered the modification processes that it
contractually undertook to facilitate when it accepted billions of dollars from the United States.
Bank of America’s delay and obstruction tactics have taken various forms with the common result
that homeowners with loans serviced by Bank of America, who are eligible for permanent loan
modifications, and who have met the requirements for participation in the HAMP program, have
not received permanent loan modifications to which they are entitled.

9. In addition to its obligations based on its contract with the Treasury Department,
Bank of America has entered into written agreements with individual homeowners, including
Plaintiffs, for temporary loan modifications that must be converted to permanent loan
modifications. Plaintiffs and a similar class of borrowers have complied with the agreements by
submitting the documentation asked of them and, when requested, by making payments. Despite
Plaintiffs’ efforts, Defendant has ignored its contractual obligation to modify their loans
permanently.

10.  Because Bank of America is not meeting its contractual obligations, at least
hundreds of California homeowners are wrongfully being deprived of an opportunity to cure their
delinquencies, pay their mortgage loans and save their homes. By failing to live up to its
obligations under the terms of the agreement it entered into with the Department of the Treasury,
and the terms of the contracts it formed with individual homeowners, Bank of America has left
thousands of borrowers in a state of limbo — often worse off than they were before they sought a
modification from Bank of America. Defendants’ actions violate their contractual obligations,
thwart thé purpose of HAMP, and are illegal under California law.

11.  Plaintiffs, Britta Brewer and Stacey Madamba bring this suit on behalf of
themselves and a Class of similarly situated California residents (“Plaintiffs”) to challenge the
failure of Defendant Bank of America Bank, N.A. and its subsidiary BAC Home Loans Servicing,
LP (collectively referred to as “Defendants” or “Bank of America™) to honor the terms of their

agreement with the United States Treasury for the intended benefit of homeowners, their failure to
CLASS ACTION COMPLAINT -4 -
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honor agreements directly with individual homeowners to modify mortgages to a point that they
are affordable and sustainable, and to recover costs and losses incurred as a result.
IL JURISDICTION

12.  This Court has subject matter jurisdiction over this action under 28 U.S.C.

§ 1332(d)(2) in that the matter is a class action wherein the amount in controversy exceeds the sum
or value of $5,000,000, exclusive of interest and costs, and members of the Class are citizens of a
State different from the Defendants.

13.  This Court also has subject matter jurisdiction over this action under 28 U.S.C.

§§ 1331 and 1367 in that the Plaintiffs are intended, third-party beneficiaries to a contract between
Bank of America and the U.S. Treasury that was entered into pursuant to and under the direction of
TARP. 12 U.S.C. § 5201 et seq.

14. . This Court has personal jurisdiction over the parties in this action by the fact that
Defendants are corporations that are licensed to do business in the state of California or otherwise
conduct business in the state of California.

15. Venue is proper in this Court pursuant to 28 U.S.C. § 1391(b) inasmuch as the
unlawful practices are alleged to have been committed in this District, Defendants regularly
conduct business in this District, and one of the named Plaintiffs resides in this District.

III. PARTIES

16.  Plaintiff Britta Brewer is an individual residing in Cardiff, California.

17.  Plaintiff Stacey Madamba is an individual residing in San Francisco, _Califorhia.

18. Defendant Bank of America, N.A. is a mortgage lender headquartered in Charlotte,
NC. Defendant BAC Home Loans Servicing, LP is a subsidiary of Bank of America, N.A., and is
located in Calabasas, CA. Defendants are collectively referred to as “Bank of America” and are

currently doing business and maintaining office branches throughout the State of California.
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IV.  FACTUAL BACKGROUND
A. The Foreclosure Crisis

19.  Over the last three years, the United States has been in a foreclosure crisis. A
congressional oversight pan¢1 has recently noted that one in eight U.S. mortgages is currently in
foreclosure or default.”

20. California has been consistently one of the hardest hit by the housing crisis.
California ranks fourth highest on the state foreclosure list in the United States for all of 2009. The
number of total California properties with foreclosure filings in 2009 was 632,573. This represents
nearly a 21% increase over 2008 and a 153% increase from 2007.>

21. In the first quarter of 2009, California posted the nation’s third highest foreclosure
rate. California was one of five states in 2009 that accoun;[ed for nearly 60 percent of the nation’s
first quarter total. California had 230,915 foreclosure filings during the first quarter and accounted
for nearly 29 percent of the nation’s total. The state’s foreclosure activity increased 35 percent
from the previous quarter and 36 percent from Q1 2008.*

22.  Economists predict that interest rate resets on the riskiest of lending products will
not reach their zenith until sometime in 2011. See Eric Tymoigne, Securitization, Deregulation,
Economic Stability, and Financial Crisis, Working Paper No. 573.2 at 9, Figure 30, available at

http://papers.ssrn.com/so13/papers.cfm?abstract id=1458413 (citing a Credit Suisse study showing

monthly mortgage rate resets).

'B. Creation of the Home Affordable Modification Program

23.  Congress passed the Emergency Economic Stabilization Act of 2008 on October 3,
2008 and amended it with the American Recovery and Reinvestment Act of 2009 on February 17,

2009 (together, the “Act”). 12 U.S.C.A § 5201 et seq. (2009)

2 Congressional Oversight Panel, Oct. 9, 2009 report at 3. Available at

http://cop.senate.gov/reports/library/report1 00909-cop.cfin.

3 http://www.realtytrac.com/contentmanagement/pressrelease.aspx?channelid=9&itemid=8333

4 http://www.keepmyhouse.com/2009/04/16/latest-foreclosure-statistics-us-foreclosures-

increase-by-9/
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24.  The purpose of the Act is to grant the Secretary of the Treasury the authority to
restore liquidity and stability to the financial system, and ensure that such authority is used in a
manner that “protects home values” and “preserves homeownership.” Id.

25.  The Act grants the Secretary of the Treasury the authority to establish the Troubled
Asset Relief Program, or TARP. 12 U.S.C. § 5211. Under TARP, the Secretary may purchase or
make commitments to purchase troubled assets from financial institutions. Id.

26.  Congress allocated up to $700 billion to. the United States Department of the
Treasury for TARP. 12 U.S.C. § 5225.

27.  Inexercising its authority to administer TARP, the Act mandates that the Secretary
“shall” take into consideration the “need to help families keep their homes and to stabilize
communities.” 12 U.S.C. § 5213(3).

28.  The Act further fnandates, with regard to any assets acquired by the Secretary that
are backed by residential real estate, that the Secretary “shall implement a plan that seeks to
maximize assistance for homeowners” and use the Secretary’s authority over servicers to
encourage them to take advantage of programs to “minimize foreclosures.” 12 U.S.C. § 5219. The
Act grants authority to the Secretary of the Treasury to use credit enhancement and loan guarantees
to “facilitate loan modifications to prevent avoidable foreclosures.” Id.

29.  The Act imposes parallel mandates to implement plans to maximize assistance to
homeowners and to minimize foreclosures. 12 U.S.C. § 5220.

30. On February 18, 2009, pursuant to their authority under the Act, the Treasury
Secretary and the Director of the Federal Housing Finance Agency announced the Making Home
Affordable program.

31.  The Making Home Affordable program consists of two subprograms. The first sub-
program relates to the creation of refinancing products for individuals with minimal or negative
equity in their home, and is now known as the Home Affordable Refinance Program, or HARP.

32.  The second subprogram relates to the creation and implementation of a uniform loan
modification protocol, and is now known as the Home Affordable Modification Program, or

HAMP. It is this subprogram that is at issue in this case.
CLASS ACTION COMPLAINT -7-
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33. HAMP is funded by the federal government, primarily with TARP funds. The
Treasury Department has allocated at least $75 billion to HAMP, of which at least $50 billion is
TARP money.

C. Duties of a Participating Servicer Under HAMP

34.  Because Bank of America accepted $25 billion in federal funds and additional loan
guarantees, it was required to participate in HAMP for the loans on which it functions as a loan
“servicer.” On April 17, 2009, Steve R. Bailey, of Bank of America, N.A., executed a Servicer
Participation Agreement (“SPA”) with the federal government. A copy of this SPA is attached as
Ex. 1.

27 46

35.  The SPA executed by Mr. Bailey incorporates all “guidelines,” “procedures,” and
“supplemental documentation, instructions, bulletins, frequently asked questions, letters, directives,
or other communications,” referred to as “Supplemental Directives” issued by the Treasury, Fannie
Mae or Freddie Mac in connection with the duties of Participating Servicers. These documents
tégether are known as the “Program Documentation” (SPA 1.A.), and are incorporated by reference
herein. The SPA mandates that a Participating Servicer “shall perform” the activities described in
the Program Documentation “for all mortgage loans it services.” SPA LA., 2.A.°

36. The first Supplemental Directive (“SD”) was issued on April 6, 2009, and states that
the national mortgage modification program was “aimed at helping 3 to 4 million at-risk
homeowners — both those who are in default and those who are at imminent risk of default — by
reducing monthly payments to sustainable levels.” Ex. 2 at p. 1. This directive and the directives
to follow were issued to provide guidance for adoption and implementation of HAMP “to provide a
borrower with sustainable monthly payments.” Id.

37. The Program Documentation requires Participating Servicers to evaluate all loans

which are 60 or more days delinquent or appear to be in imminent default (as defined by the

i The Program Documentation also includes Supplemental Directive 09-01 (“SD 09-01,”

attached hereto as Exhibit 2), Home Affordable Modification Program; Base Net Present Value
(NPV) Model Specifications (“NPV Overview,” attached hereto as Exhibit 3) and Supplemental
Documentation-Frequently Asked Questions (“HAMP FAQS,” attached hereto as Exhibit 4) and
Supplemental Directive 09-08 (“SD 09-08,” attached hereto as Exhibit 5). These documents
together describe the basic activities required under HAMP and are incorporated by reference in
both of the TPP Agreements signed by Plaintiffs as well as herein.

CLASS ACTION COMPLAINT -8 -
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Program Documentation), to determine which loans meet the HAMP eligibility criteria. Id. at p. 4.
In addition, if a borrower contacts a Participating Servicer regarding a HAMP modification, the
Participating Servicer must collect income and hardship information to determine if the borrower is
eligible for a HAMP modification. Id. at pp. 3-4.

38. A HAMP Modification consists of two stages. First, a Participating Servicer is
required to gather information and, if appropriate, offer the homeowner a Trial Period Plan
(“TPP”). Second, upon successful completion of the TPP, the Servicer must offer the homeowner
a permanent modification.’

39. A Mortgage is eligible for the HAMP if criteria enumerated in the Program
Documentation are met. Aside from criteria that require that the loan be a first lien mortgage
originated before 2009, that the property be occupied, and that it be the borrower’s principal
residence, the most salient conditions are that the loan is delinquent or default is reasonably
foreseeable; that the borrower documents a financial hardship (as defined in the Program
Documentation); and that the “borrower has a monthly mortgage payment ratio of greater than 31
percent” of the borrower’s monthly income. Id. at p. 2.

40.  The servicer must “provide a borrower with clear and understandable written
information about the material terms, costs, and risks of the modified mortgage loan in a timely
manner to enable borrowers to make informed decisions.” Id. at p. 13.

41. Once the participating servicer has determined a mortgage borrower’s eligibility in
the HAMP, the servicer must apply the modification steps enumerated in the Progrém
Documentation, in the stated order of succession until the borrower’s monthly mortgage payment
ratio is reduced to 31 percent of the borrower’s monthly income. These steps include capitalizing
accrued interest and escrow advances, reducing the interest rate, extending the term and re-
amortizing the loan (if necessary), and providing a principal forbearance (if necessary). See Ex. 2

at pp. 8-10; see also Ex. 3 at p. 2.

6 The eligibility criteria for HAMP, as well as the formula used to calculate monthly

mortgage payments under the modification, are explained in detail in Exhibit 2. Generally
speaking, the goal of a HAMP modification is for owner-occupants to receive a modification of a
first-lien loan by which the monthly mortgage payment is reduced to 31% of their monthly income
for the next five years.

CLASS ACTION COMPLAINT -9-
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42.  After applying the enumerated modification steps to calculate the modified payment
amount, a servicer must offer the borrower a TPP. The TPP consists of a three-month period in
which the homeowner makes rhortgage payments based on the modification formula stated in the
Program Documentation. Bank of America uses a standard form agreement to offer TPPs to
eligible homeowners. This agreement describes the homeowner’s duties and obligations under the
plan and promises a permanent HAMP modification for those homeowners that execute the
agreement and fulfill the documentation and payment requirements.

43.  If the homeowner executes the TPP Agreement, complies with all documentation
requirements and makes all three TPP monthly payments, the second stage of the HAMP process is
triggered, in which the homeowner must be offered a permanent modification. The payment
amount and interest rate in the modified loan are fixed for five years and equal to the payment
amount and interest rate in the TPP. Thereafter, the rate may escalate annually by up to one
percent until it reaches an interest cap which is the lesser of: (i) the fully indexed and fully
amortizing contract rate or (ii) the Freddie Mac Primary Mortgage market Survey rate for 30-year
fixed rate mortgage loans on the date the modification is prepared. Once capped, the rate is fixed
for the remainder of the term. See Ex. 2 at p. 9.

44.  HAMP prohibits a participating servicer from taking several actions including the
following:

e Proceeding with a foreclosure sale. Any foreclosure sale muét be suspended and no
new foreclosure action may be initiated during the trial period, and until the
borrower has been considered and found ineligible for other available foreclosure
prevention options. See Ex. 4 at Q63; see also Ex. 2 at p. 14.

e Requiring a borrower to make an initial contribution payment pending the
processing of the trial period plan before the plan starts. Ex. 4 at Q. 83.

e Soliciting borrowers to opt out of consideration for HAMP during the temporary
review period. Ex. 6 at Q1230-02.

e Reporting borrowers as delinquent to credit reporting bureaus without explanation.

For borrowers who are current when they enter a trial period, the servicer should
CLASS ACTION COMPLAINT -10-
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report the borrower current but on modified payment if the borrower makes timely
payments during the trial period. For borrowers who are delinquent when they enter
the trial period, the servicer should report in such a manner that accurately reflects
the borrower’s current workout status. Ex. 2 at p. 22.
e Assessing prepayment penalties for full or partial prepayment as part of the
modification. Ex. 4 at Q. 25.
45.  The HAMP requires a participating servicer to send a Borrower Notice to every
borrower that has been evaluated for HAMP but is not offered a Trial Period Plan, is not offered an
official HAMP modification, or is at risk of losing eligibility for HAMP because they have failed
to provide required financial documentation. Ex. 5 atp. 1.
46.  The HAMP presumes that final modifications will be extended and finalized upon
completion of a TPP or shortly thereafter. HAMP Supplemental Documentation dated
December 22, 2009 addresses situations in which the borrower has completed the TPP but has not
yet received a permanent modification.
In situations where an eligible borrower successfully completed the
trial period and should have been converted to a permanent
modification, but for reasons beyond their control were not timely
evaluated for a permanent modification, the servicer must promptly
make a determination as to whether the borrower is eligible for a
permanent HAMP modification. If the borrower is eligible, then the
servicer must offer the borrower a permanent HAMP modification as
soon as possible, but in no event later than sixty days after
discovering the error.

Ex. 6 at Q1222-01.

47. By entering into the SPA, Bank of America covenanted that all services will be
performed in compliance with all applicable Federal, state and local laws, specifically including
state laws designed to prevent unfair, discriminatory or predatory lending practices. Ex. 1 at § 5(b).

48. - Under the SPA, Bank of America also covenanted that it would perform the services
required under the Program Documentation and the Agreement in accordance with the practices,

high professional standards of care, and degree of attention used in a well managed operation, and

no less than which Bank of America exercises for itself under similar circumstances, and that Bank

CLASS ACTION COMPLAINT -11 -
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of America would use qualified individuals with suitable training, education, experience and skills
to perform the Services. Id. at § 5(d).

49.  Bank of America has routinely failed to meet its obligations under the Program
Directive. Mortgage borrowers who request to be evaluated for a modification under HAMP
routinely face unexplained delays and go weeks or months with no communication from Bank of
America after providing the requested information. Borrowers who attempt to contact Bank of
America by telephone face long periods of time on hold and are transferred between service
representatives in a deliberate effort to cause the borrower to give up and to terminate the call.
Bank of America regularly falsely informs borrowers that it did not receive requested information
and demands that documents be re-sent.

50. Bank of America has routinely failed to live up to its end of the TPP Agreement and
offer permanent modifications to homeowners. In January 2010, the U.S. Treasury reported that
Bank of America had 1,066,025 HAMP-eligible loans in its portfolio. Trial periods have been
started on only 237,766 of these loans. Of those, just 12,761 resuited in permanent modifications

(only 5% of the started Trial modifications and just over 1% of the eligible pool) even though

- many more homeowners had made the payments and submitted the documentation required by the

TPP Agreement. The Treasury Report is attached hereto as Exhibit 7.

51. By failing to live up to the TPP Agreement and convert TPPs into permanent
modifications, Bank of America is leaving homeowners in limbo, wondering if their home can be
saved and preventing homeowners from pursuing other avenues of resolution, including using the
money they are putting toward TPP payments to fund bankruptcy plans, relocation costs, short
sales or other means of curing their default.

D. Plaintiffs’ Effort to Obtain a Loan Modification Under HAMP

1. Britta Brewer

52.  Plaintiff Britta Brewer purchased her home in 2004 in which she lives with her
husband and their three children as their primary residence. The mortgage loan and title to the
property is solely in Ms. Brewer’s name. Her mortgage was originated by Greenpoint mortgage

and transferred to Bank of America via Countrywide Mortgage. The loan carried an adjustable
CLASS ACTION COMPLAINT -12-
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interest rate. In November 2008, the interest rate adjusted causing the payments required under the
mortgage to jump from $2,825.74 due each month, to $4,164.36 for principal, interest, taxes and
insurance.

53.  Ms. Brewer and her husband own and operate a small insurance brokerage business.
In the autumn of 2008, the Brewers’ income dropped as a result of a slowdown in businesé. The
drop in their personal income, the increase in the mortgage payments due each month, and
unexpected business costs caused Ms. Brewer to fall behind on the mortgage payments.

54.  In approximately February 2009, the Brewers hired and paid a “loan modification
company” to assist them in negotiating for a loan modification with their lender and loan servicer.
The Brewers provided all personal and financial information requested by the loan modification
company and were told that the documents would be forwarded to their 10an servicer for the
purpose of obtaining a loan modification.

55.  Between March and August 2009, the Brewers were consistently informed by the
loan modification company that a modification was in process. In August 2009, Bank of America
sent an email confirming that it had received a request for mortgage assistance regarding Ms.
Brewer’s loan. Bank of America followed this email with a letter similarly confirming that it had
received the request for assistance.

56.  In September 2009, the Brewers were approached by a realtor offering to buy their
home as part of a short sale because their mortgage was in default. On September 15, 2009, Ms.
Brewer called Bank of America’s foreclosure department. A representative claimed that Bank of
America had not received financial documents from the Brewers, though she did acknowledge that
a previous representative had indeed informed the loan modification company, acting on behalf of
the Brewers, that a modification process had been started. The Bank of America Representative
proceeded to interview Ms. Brewer over the telephone for the purpose of restarting the loan
modification process. She then instructed Ms. Brewer as to the documents required to support this
process.

57. On September 16, 2009, following instructions from the Bank of America

representative, Ms. Brewer faxed Bank of America documents required to obtain a loan
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modification under the HAMP, including bank statements, profit and loss statements for their
business, tax returns, and a signed hardship letter.

58. On October 1, 2009, a notice of foreclosure sale was posted on the Brewers’ door.
Ms. Brewer made several calls to Bank of America over the next week in which she was regularly
put on hold for an hour or more. Ms. Brewer was told the request was in process and that she
should continue to check back by phone.

59. On October 8, 2009, Ms. Brewer spoke with Danielle Stewart, a Bank of America
representative who informed her that her temporary modification had been approved. Bank of
America instruéted her to send in another copy of a letter explaining the need for a loan
modification, bank statements, tax returns, profit and loss statement for their business, and an IRS
form 4506T. Bank of America also instructed Ms. Brewer to begin making modified loan
payments of $1,977 per month for the next three months and, if she made timely payments, she
would receive documents to permanently modify the mortgage loan under HAMP.

60.  The following day, Ms. Brewer sent all of the documents Bank of America
requested along with a check for $1,977. Bank of America accepted and cashed Ms. Brewer’s
payment. On‘ October 16, 2009, Bank of America acknowledged receipt of the documents.

61.  Ms. Brewer tendered timely payment of $1,977 to Bank of America in November
and December 2009 and in January 2010. Bank of America accepted each payment and cashed
each check.

62. In December 2009, after she had made her third payment, Ms. Brewer inquired of

Bank of America as to why she had not received documents regarding her loan modification. Bank

of America informed her that they were running behind and instructed her to continue making the

modified payment.

63. In late January 2010, Bank of America sent Ms. Brewer a Notice of Intent to
Accelerate the loan. The notice claimed the loan was in default and demanded immediate payment
of over $46,000. Ms. Brewer called Bank of America again to inquire as to the status of her loan

modification. Bank of America claimed that she was not eligible to receive a loan modification
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and claimed to have no knowledge of a Temporary Payment Plan for Ms. Brewer. Bank of
America further stated that there would be no permanent loan modification forthcoming.

64.  Despite compliance with all of Bank of America’s instructions, and all
responsibilities under the terms of the HAMP program directives, Ms. Brewer has not been
provided a Loan Modification Agreement under the HAMP Program guidelines to date.

65.  Ms. Brewer and her husband have spent significant time and money in efforts to
modify this loan with Bank of America including but not limited to, amounts paid to a mortgage
modification service, postage and fax fees, and dozens of hours on the telephone.

66. Like hundreds or even thousands of California residents, Mr. and Ms. Brewer have
been living in limbo, without any assurances that their home will not be foreclosed, despite
compliance with HAMP requirements and continued monthly payments under the agreement
dictated by Bank of America. They have invested their limited resources in modified payments
based on the promise that doing so would result in a permanent loan modification.

2. Stacey Madamba

67.  Plaintiff Stacey Madamba purchased her home in 2007 and obtained both a first and
second mortgage from Bank of America. The first mortgage loan required principal and interest
payments of $2,517.18 per month while the second mortgage required principal and interest
payments of $756.77 per month.

68.  Toward the end of 2008, Ms. Madamba experienced a drop in her household
income. Nevertheless, she continued to make all of her mortgage payments in full and on time
through October 2009. Throughout 2009, the payments required to fully service the mortgage
loans were not affordable and Ms. Madamba was forced to use most of her personal savings in
order to continue to meet the reqﬁired monthly payments.

69. On October 18 and 19, 2009, Bank of America representatives attended a public
event entitled the “NACA Dream Event” put on by the Neighborhood Assistance Corporation of
America (“NACA”). Through this and other events, NACA works directly with mortgage
servicers, including Bank of America, and purports to assist mortgage borrowers in their efforts to

obtain loan modifications. Ms. Madamba took three days off of work to attend this event. During
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the first day of the event, she was informed as to which documents she would need to submit in
support of an application for a loan modification.

70.  Ms. Madamba completed and submitted an abplication for a loan modification to a
Bank of America representative present at the NACA event and scheduled an appointment to meet
with a Bank of America representative the following day. On October 20, 2009, Ms. Madamba
met, in person, with a Bank of America representative named Sean Pendergast. Mr. Pendergast
confirmed that she had provided all required documentation which included a hardship letter,
income statements, and tax and insurance information, and informed Ms. Madamba that she was
approved for a loan modification program with Bank of America and that she would receive a letter
stating the terms of the agreement to modify her loans which would begin on February 1, 2010.

71.  Mr. Pendergast specifically instructed Ms. Madamba to stop making payments on
her mortgage until February 2010 — the date the modified mortgage agreement would take effect.
Indeed, he cancelled the automatic payment instructions that Ms. Madamba used to automatically
pay her mortgage out of her Bank of America checking account.

72. On November 17, 2009, Ms. Madamba received two separate Terms and Conditions
Agreements from Bank of America — respectively stating the terms and conditions under which the
first loan and the second loan would be modified. Each agreement was accompanied by a cover
letter, respectively dated November 12 and November 13, 2009. - Both letters opened with the
following:

This letter constitutes our offer to modify the Mortgage identified
above, subject to the terms and conditions agreement. When signed
by you, this letter will also constitute your acceptance and agreement
to these terms and conditions.

A copy of these letters and the accompanying agreements are attached as Exhibit 9.
73.  The Terms and Conditions Agreement for the first loan states that the principal
balance will be $360,047.14 with an interest rate of 3%, and requires monthly Principal and

Interest payments of $1,591.23 beginning February 1, 2009 (sic).”

7 Ms. Madamba confirmed that the February 1, 2009 start date was a typographical error that
should have read February 1, 2010.
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74.  The Terms and Conditions Agreement for the second loan states that the principal
balance will be $90,888.74, with an interest rate of 2%, and requires monthly Principal and Interest
payments of $355.07 beginning February 1, 2010.

75.  Ms. Madamba signed both Terms and Conditions Agreements on Novembef 17,
2009 and returned them to Bank of America on the same date using the self-addressed stamped
envelope Bank of America sent along with the two Agreements.

76.  Just prior to receiving the Terms and Conditions in the mail, Ms. Madamba received
a call from Mr. Pendergast who summarized the terms she would be receiving in the mail, but
instructed her to add $119 to each payment for the first loan, which he claimed to be for payment
of taxes. He again reminded her not to make any payments until February 2010.

77. On or about January 11, 2010, Ms. Madamba received a letter from Bank of
America summarizing the terms of the modification to the second loan, which were consistent with
the Terms and Conditions Agreement she had previously accepted and returned, but instructing that
payment on this loan be received no later than January 21, 2010. Enclosed with that letter was a
“Loan Modification Agreement” on terms consistent with the termé Ms. Madamba previously
accepted regarding the second loan. On January 15, 2010, Ms. Madamba returned a signed and
notarized copy of the Loan Modification Agreement and tendered a check in the amount of
$355.07 to Bank of America, referencing the loan number and that it was for the February
payment. Bank of America accepted this payment and cashed the check.

78.  On January 25, 2010, Ms. Madamba tendered to Bank of America a check in the
amount of $1,710.23 (payment of $1,591.23 stated in the Terms and Conditions Agreement for the

first loan plus $119 as instructed by Mr. Pendergast). The check referenced the loan number and

that it was the first payment of a loan modification. Bank of America accepted this payment and

cashed the check.
79. Prior to the first of each month, Ms. Madamba has tendered checks to Bank of
America in the amounts of $1,710.23 and $355.07, constituting the payments for March, April, and

May 2010. Bank of America has accepted each payment and cashed each check.
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80. On March 22, 2010, Ms. Madamba received a notice from Bank of America stating
that her modification had been rejected.

81. On March 23, 2010, Ms. Madamba called Bank of America and, after being
transferred several times and placed on hold for long stretches at a time, was told by different
representatives that she had never been approved for a loan modification; that she had been
approved for a modification, but that she had failed to live up to the terms; that her documentation
had been lost; and that the modification that had been offered and that she accepted was not
actually a binding agreement; and that she currently owed an additional $9,000.

82.  Despite compliance with all of Bank of America’s instructions, and all
responsibilities under the terms of the HAMP program directives, Bank of America refuses to
recognize or honor its agreement to modify Ms. Madamba’s mortgage loans as required under the
terms of the HAMP Program guidelines or under the terms of the Terms and Conditions
Agreements that were offered and accepted.

83.  Ms. Madamba has spent significant time and money in efforts to modify this loan
with Bank of America including, but not limited to, amounts paid to a mortgage modification
service, overnight postage fees, copying costs, several days of missed work, and dozens of hours
on the telephone.

84. Like hundreds or even thousands of California residents, Ms. Madamba has been
living in limbo, wit_hout any assurances that her home will not bé foreclosed, despite compliance
with HAMP requirements and continued monthly payments under the agreement dictated by Bank
of America. She has invested her limited resources in modified payments based on the promise
that doing so would result in a permanent loan modification.

E. Class Allegations

85.  Plaintiffs repeat and re-allege every allegation above as if set forth herein in full.

86.  Plaintiffs bring this action under Rule 23 of the Federal Rules of Civil Procedure, on
behalf of themselves and a Class consisting of:

All California homeowners whose loans have been serviced by one

or both Defendants and who, since April 13, 2009, have requested or
been otherwise eligible for a TPP under the terms of HAMP Program
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Documentation and who have not received a permanent loan
modification either because they have not been offered a TPP by
Bank of America or because they did not receive a permanent loan
modification after they complied with their obligations under HAMP
as conveyed to them by Bank of America, as required by HAMP.

87. Excluded from the Class are governmental entities, Defendants, their affiliates and
subsidiaries, Defendants’ current or former employees, officers, directors, agents, representatives,
their family members, the members of this Court and its staff.

88.  Plaintiffs do not know the exact size or identities of the members of the proposed
class, since such information is in the exclusive control of Defendants. Plaintiffs believe that the
Class encompasses many hundreds and perhaps thousands of individuals whose identities can be
readily ascertained from Defendants’ books and records. Therefore, the proposed Class is so
numerous that joinder of all members is impracticable.

89. Based on the size of the modifications at issue, Plaintiffs believe the amount in
controversy exceeds $5 million.

90.  All members of the Class have been subject to and affected by the same conduct.
The claims are based on the terms of a single unifying contract between Bank of America and
Fannie Mae, acting as agent for the United States Treasury, and on form contracts and uniform loan
modification processing requirements. There are questions of law and fact that are common to the
class, and predominate over any questions affecting only individual members of the Class. These
questions include, but are not limited to the following:

a. The nature, scope and operation of Bank of America’s obligations to
homeowners under HAMP;

b. Whether Bank of America breached its duties under HAMP that were
intended for the benefit of Class members;

c. Whether the manner in which Bank of America has executed the duties it
undertook as part of the HAMP program violates its duty of good faith and
fair dealing;

d. Whether Bank of America’s receipt of an executed TPP Agreement, along

with supporting documentation and three monthly payments, creates a
CLASS ACTION COMPLAINT -19 -

010176-12 366276 V1




10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

binding contract or otherwise legally obligates Bank of America to offer
Class members a permanent HAMP modification;

e. Whether Bank of America’s failure to provide permanent HAMP
modifications in these circumstances amounts to a breach of contract and/or
a breach of the covenant of good faith and fair dealing;

f. Whether Bank of America demanded and collected initial payments from
eligible homeowners in violation of HAMP provisions;

g. Whether Bank of America’s written representations to homeowners stating
that they would receive permanent loan modifications upon successful
completion of the trial period and then failing to deliver such permanent
modification constitutes an unfair or deceptive practice under the California
Unfair Competition Law (“UCL”);

j. Whether the above practices caused Class members to suffer injury; and

k. The proper measure of damages and the appropriate injunctive relief.

91.  The claims of the individual named Plaintiffs are typical of the claims of the Class
and do not conflict with the interests of any other members of the Class in that both the Plaintiffs
and the other members of the Class were subject to the same conduct, were subject to the terms of
the same agreement and were met with the same absence of a permanent modification.

92.  The individual named Plaintiffs will fairly and adequately represent the interests of
the Class. They are committed to the vigorous prosecution of the Class’s claims and have retained
attorneys who are qualified to pursue this litigation and have experience in class actions — in
particular, consumer protection actions.

93. A class action is superior to other methods for the fast and efficient adjudication of
this controversy. A class action regarding the issues in this case does not create any problems of
manageability. |

94.  This putative class action meets the requirements of Fed. R. Civ. P. 23(b)(2) and

Fed. R. Civ. P. 23(b)(3).
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95.  Bank of America has acted or refused to act on grounds that apply generally to the
Class so that final injunctive relief or corresponding declaratory relief is appropriate respecting the
Class as a whole.
COUNT1

BREACH OF CONTRACT / BREACH OF DUTY
OF GOOD FAITH AND FAIR DEALING

96.  Plaintiffs repeat and re-allege every allegation above as if set forth herein in full.

97.  Plaintiffs bring this claim on their own behalf and on behalf of each member of the
Class described above.

98.  The SPA and the explicitly incorporated Program Documentation constitute a
contract for which Plaintiffs and the Class are intended beneficiaries, and under which Bank of
America has undertaken duties to act for the benefit of Plaintiffs and the Class.

99. By entering into the SPA and accepting valuable consideration including $25 billion
in funds from the U.S. Treasury, Bank of America covenanted, on behalf of itself and its
subsidiaries, to administer its contractual obligations with principles of good faith and fair dealing.

100. Bank of America has breached its contractual duties by failing to provide eligible
borrowers with the opportunity to accept permanent loan modifications and by wrongfully
collecting introductory payments.

101. In addition to duties to Plaintiffs based on their status as third-party beneficiaries of
the SPA, Bank of America entered into individual contracts directly with Plaintiffs.

102. The Agreement sent by Bank of America to Plaintiffs constitutes a valid offer.

103. By executing the Agreement and returning it to Bank of America, along with the
supporting documentation, Plaintiffs accepted Bank of America’s offer.

104.  Alternatively, Plaintiffs’ return of the Agreement constitutes an offer. Acceptance
of this offer occurred when Bank of America accepted Plaintiffs” TPP payments.

105.  Plaintiffs’ TPP payments to Bank of America constitute consideration. By making
those payments, Plaintiffs gave up the ability to pursue other means of saving their home.

106. Plaintiffs and Bank of America thereby formed valid contracts.
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107.  To the extent that the contracts were subject to a condition subsequently providing
Bank of America an opportunity to review the documentation submitted by Plaintiffs when they
returned the signed TPP, this condition was waived by Bank of America and/or it is estopped to
assert it as a defense to Plaintiffs’ claims.

108. By failing to offer Plaintiffs permanent HAMP modifications, Bank of America
breached those contracts.

109.  Bank of America routinely and regularly breach its duties under both the SPA and
their contract with individual Plaintiffs by failing to retain, employ, and supervise adequately
trained staff; instituting and/or continuing with foreclosure proceedings against borrowers in a trial
program, failing to provide written notices required by HAMP; and by deliberately acting to delay
and otherwise frustrate loan modification processes; routinely demanding information already in its
files; making inaccurate calculations and determinations of Plaintiffs’ eligibility for HAMP; and
failing to follow through on written and implied promises.

110.  Plaintiffs remain ready, willing and able to perform under the contracts by
continuing to make TPP payments and provide documentation.

- 111.  Plaintiffs have suffered harm and are threatened with additional harm from Bank of
America’s breach. By making TPP payments both during and after the TPP, Plaintiffs forego other
remedies that might be pursued to save their homes, such as restructuring their debt under the
bankruptcy code, or pursuing other strategies to deal with their default, such as selling their home.
On information and belief, some putative Class members have suffered additional harm in the form
of foreclosure activity against their homes.

COUNT II
PROMISSORY ESTOPPEL, IN THE ALTERNATIVE
112.  Plaintiffs repeat and re-allege every allegation above as if set forth herein in full.
113.  Plaintiffs bring this claim on their own behalf and on behalf of each member of the

Class described above.
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114. Bank of America, by way of its TPP Agreements, made a representation to Plaintiffs
that if they returned the TPP Agreement executed and with supporting documentation, and made
their TPP payments, they would receive a permanent HAMP modification.

115. Bank of America’s TPP Agreement was intended to induce Plaintiffs to rely on it
and make monthly TPP payments.

116. Plaintiffs did indeed rely on Bank of America’s representation, by submitting TPP
payments.

117.  Given the language in the TPP Agreement, Plaintiffs’ reliance was reasonable.

118. Plaintiffs’ reliance was to their detriment. Plaintiffs have yet to receive permanent
HAMP modifications and have lost the opportunity to fund other strategies to deal with their
default and avoid foreclosure.

COUNT 111
VIOLATION OF BUSINESS AND PROFESSIONS CODE SECTIONS 17200 ET SEQ.

119. Plaintiffs repeat and re-allege every allegation above as if set forth herein in full.

120.  Plaintiffs bring this claim on their own behalf and on behalf of each member of the
Class described above.

121.  The conduct of Bank of America as set forth herein constitutes unfair or deceptive
acts or practices, including its practice of leading borrowers to believe that it will permanently
modify their mortgage loans upon successful completion of a trial program.

122. Bank of America’s conduct as set forth herein has been unfair in violation of section
17200 because the acts or practices violate established public policy, and because the harm they
cause to consumers in California greatly outweighs any benefits associated with those practices.

123. Bank of America’s conduct as set forth herein resulted in loss of money or property
to Plaintiffs and Class members.

V. PRAYER FOR RELIEF
WHEREFORE, the Plaintiffs respéctfully request the following relief:
A. Certify this case as a class action and appoint the named Plaintiffs to be Class

representatives and their counsel to be Class counsel;
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B. Enter a judgment declaring the acts and practices of Bank of America complained of
herein to constitute a breach of contract and a breach of the covenant of good faith and fair dealing,
as well as a declaration that they are required by the doctrine of promissory estoppel to offer
permanent modifications to Class members;

C. Grant a permanent or final injunction enjoining Bank of America’s agents and
employees, affiliates and subsidiaries, from continuing to harm Plaintiffs and the members of the
Class;

D. Order Bank of America to adopt and enforce a policy that requires appropriate
training of their employees and agents regarding their duties under HAMP;

- E. Order specific performance of Bank of America’s contractual obligations together
with other relief required by contract and law;

F. Award restitution as wells as actual and statutory damages to the Plaintiffs and the
Class in amounts to be proven at trial;

G. Award Plaintiffs the costs of this action, including the fees and costs of experts,
together with reasonable attorneys’ fees; and

H. Grant Plaintiffs and the Class such other and further relief as this Court finds
necessary and proper.

V1. JURY TRIAL DEMANDED

Plaintiffs demand a trial by jury on all issues so triable.

DATED: April 30,2010 ‘ HAGENS BERMAN SOBOL SHAPIRO LLP

By:

JEFF D. FRIEDMAN
715 Hearst ‘Avenue, Suite 202
Berkeley, CA 94710
Telephone: (510) 725-3000
Facsimile: (510) 725-3001
jefff@hbsslaw.com
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Exhibit 1



COMMITMENT TO PURCHASE FINANCIAL INSTRUMENT
and
SERVICER PARTICIPATION AGREEMENT
‘forth¢
‘HOME AFFORDABLE MODIFICATION PROGRAM
under the
EMERGENCY ECONOMIC STABILIZATION ACT ()F 2008

This Commitiient to Porchase Findncial nstrumiont and Serviver Participation Agteeriient (the *Commitiment™) Is entered iirto as of
thie-Bffective Date, by and between Federal National Morigage Assdciation, a federally chartered corporation, as. financial agent of
the, United States (“Fanmc ae™), and: the u|1ders1gned party: “Servicer™). Clapitslized terms used, but not defined contextually;

shall have thie meanings ascribed to-them in Section 12 below.

Recitals

WHEREAS, the U.S. Department of the Treasuty (the “Treasury") has ustablished & Home Affordable Modification: Progianiv(the
“Piggram®) pursuatit to'section 101 and 109 of the. Ewisrgeiioy Econonile Stabilization Actof2008:(the “Act™), as seétion 109 of
thie. At has besi-amended by-gection 7002 of the-Ametiean Récovery and Reinvestivient Act of 2009;

WHEREAS, the Progratm includes:loan modification and other fqrec,lnsure:pr'event,lon_ser.v,.lc:c_s";

WHEREAS, Fannie'Mae has beén desigriated by the Treasuty as a-finantial agent of the United States in-connection with the
ithpleinentation.of fhe Program;

WHEREAS, Fannie Mag will, in its capacity asa finaigial agent of the United States, fulfill the roles of adsinistrator, récord
keeper and paying agent ‘for the Program, and i conjuiiction therewith dusi staidardize ¢ériaii :noitgage modification and
foreclosurg prevention praciices and procédures as they relate to the Program, consistent with the Act-and in accordance with the
directives of; and guidanes provided by, the Treasury;

WHEREAS, Féderal Hortie Loan Mor tgage Corporation (“Freddio Mag”) has been designated by the Treasury as 4 finkiciatagent
of the United States and will, innits. capacliy asa fliancial agent of the Unifed States, futfill a compliance role in connection with the
Program; all reforences to Freddie Mac in the Agreement shall be in its capacity as compliance agent of the I’rogmm,

WHEREAS, all Funnie Mae and Freddie Mac approvedservicers are being dirested through their féspective getvicing guides aind
Billetitis 6. nnplement thig: Program with respect to mottgage loans owned; secqritized, or guaranteed by Fanniie Mae or Freddie
Mac (the “GSE Loans™; accordingly, this Agreement does nol apply to the GSE Loans;

WHEREAS, a1l sther servicers, as well'as Fannie Mis and Freddie Mie approved servieors, that wish t6 participatein the Program
with réspect to loafis that aré nol GSE Loans (collectively, “Participating Servicers™) must-agres to céttain tetms and conditions
relating to the respective roles andresponsibilities of Program participants and oflier financial agents of the government; and

WHEREAS; Servicer wishes to participate.in the Progranias a Participating Serviger oh the terfus and subject 16 the conditiohs set
forth herein,

Accordingly, in consideration of the representations, warranties, and mutual agreements.set forth herein and for other-good and
valuable consideration, the'receipt.and sufficichdy of which are Liereby ackriowledged, Fannle Mie and Servicer agrée as follows.



Agreement
1.. Serviees

A, Subject to Section 10.C., Servicet shall perform the loan modification. and other foreclosure prevention- services
(collectively, the “mﬁ”) described in (iythe Financial Instrument attached hereto.as Exhibit \ (the “Financial nstrument”); (i)
the Program guidelines and. procedures issued by: the Treasury, Iselugding, without limitation, the net présent valug dssessment
requirements of thie Program (the “Prograf Guidelines™); and (ifiyany suppieniental dooumentation, instriictions, bulletins, [étters;
direetives, or other commuications, mcludmg,, Bk ot lhmted to; businéss contmmty requitements,. comph'mcc requirements,
pétformance requivements and related remedics, fssued by the Treasury, Fannio-Mae, or Frcddxc"Mac inorderto ghange; orfurther
describe or clarily the scope of, the rights and duties of the Participating Servicers in comection: with- the Program (the
“Supplemsiital Directives” and, together with- the Program Guidelities, the “Program Documentatioi™). The .i‘ngram
'Documentatmn wnll be avmlable toall Parttmpatmg Se: vicers at wwa, f' nancta!smbliity,gov ’Ihe F’rogram Documentat ali,

Comm:tmcm by ;lus refelence

B. Servicer's representations and wairanties, and ackriowlédgéinent of and agréenient to fulfill or: Salisfy ceriaindutiesand
obligations, with respect to its participation in the Program and under the Agreement: are set forth in:the Fin Gial In_s,_t_rumen,t.
Servicer's certification ag to:its contmuing compliance with, and the trith-and: ageuracy of; the representations and warrannes sel
forth in-the Financial Instrument will be. provided annually in theforny attached hereto as Exlilbit B (thie“ Anpindl € catio
beginning of-Junie 1, 2010 and-agein on-June 1. of each year thereafter during thie Terth (as defined below).

C. The recitals sl forth.aboveare hereby Incorporated herein by this reference,

2. Authority and Agreement to Participate in Program

A Servicer shall perform the Services for-all mortgage loans its services, whether it services such mottgage loans forits.own
aceownt or for-the aceount. of another party, including: any holders. of mortgage-biicked securities {each such oth party, an

luvestor™). Servicershall use: Feasonable efforts to reiove all prohibiticns: ér. impediments toits authority, and Usé réasonabile
affor1e 16 obtain all third party consents and waivers that are required, by conliiet of Iaw, in-order to effectiate ahy inodification of
a mortgage loan under the Program,

B. Natwithstanding subsection A., if (x) Servicer {s unableto obtain all necessary consents aid waiveis:for 1ﬁo‘dify'ifi‘g 4
inortgage loan, or (y) the poohng and servieing agreement or other similar servicing Contract goveniing Servicer’s setvicing of'a
inortgage loan:prohibits Servicer from per forming the Services for that mortgage loan, Servicershall not be required fo perform the
Services with Tespect to that morigage losn and shall not receive all or any port[cn of thie: Purchase Price (as defingd below)
otherwise payable with respeet to such loan.

C. Notwnthstandmg anything to the contrary contained herein, the Agreement does not apply to GSE Loans. Servicers.are
directed to the servieing guides and bulleting issued by Fannie Mae and Freddie Mac, respectively; coneerning the Progeam as
applied to GSE Loabs,

D.. Servicer’s performance of the Serviees and implementation of the Program shall be subject toteview by Fieddic Macand
its agents.and designees as more fully.set forth in the. Agreement,

3. 'S¢t Up; Prerequisite to Payiment

Servicer will provide to Fannie Mag: (a) the set up.infoxmation required. by the ngram Documentation and any ancillary or
administrative information requested by Fannie Mae in order to process Servicer’s participation in the Program.as a Participating
Servicer on or before thie Effettive Date of the Commitmeitt: and (b) the data elemiits for eath ifioi tgage: eligible forthe. Piogram
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as'and when desctibed in the Program Documentation and the Financial nstrumont. Purchase Pricé payments will not b renitted
puirsant to Section 4 with respect to any modified mortgage for which the required data elements have not heen provided.

i Agreenient to Putchasé Finaiiclal Instiubient; Paymient of Parchase Price

‘A. Fannie Mae, i'its capagity as 4 financialagent of the United States; arees to purchase, and Servicer agrecs to-gell to Fanuie
Mae, in.such q.apaclty, the Financial Ingtrument that-is executed and delivered by Servicer to Fannie Mae in the form attached
heteto-as Exhibit A, in consideration for the payment by Fannie Mag, 6is agent, of the Purchase Price (defined below). The
cotditions précedent tothe paynient by Faniiic Mae of the Purchise Price-are: () the excoution and detivery of the Commitnient
and the Financal Itistriument by Servicer.to Fanhie Mag; (b) the execution and delivery by Fannie Mag. of the Commitinent to
Betvicer; (¢) thodelivery.of'copies of the-fully executed Commitment and Fmancial Instrument.to Treasury.on the Effective Date;
{d)-the performatice by Servicer: of theServices described.in the Agroerient, in accordance with the teris and conditions thereof, to
the réasonable satisfaction.of Paniie Mae and Fréddie Mat; arid (e) thig satisfaction by Servicer of such other obligatiors as ard sét
foitl I the Agiestriait.

B. Solely in its'capacity as the financial agent of the United States, and subjectto subsection C. below, Fannie Mag shall: (i) remit
compengation payments to: Servicer; (if) remit incontive paynients to Servicet for the decount of Servicer and for the credit of
bofrowers- under their respeclivé mortgage loan cbligatlons; and (iii) remit payiishits (0'Servicer for tlie dcedunt 6f liviestory, in
sach case in-accordance with the Program Decumentation (all such payments, collectively, the “Purchasg Price”);-all payments
remitted to Servicer forthe credlt of borrowars or for {he aceount of nvestors under the Program Documentation shall beapplied
by-Servicer to:the borrowers? respective mortgage loan obhgat ions, o remitted by Servicerto Inveatars, as requiréd by the Program
Diécumientation. Farihie Mag shall Have uo liability to Servicer with: respect to'the payment of the Purchiage Price; untéss and unitil:
(a; Setvicet and all other fiterested part{cs have. satlsﬁed 4l pre rcqutsltes set forth herem and in the Program Documpntation

hySection 3 of
this Comm:tment' and (h) theTreasmy has provided ﬂmds to Fannic: Mae for remnttance to Serwc.en together weith witten direction
to remit the funds to Servicer in accordaiice with the Program Documetitation.

C. The Purchase Price will be paid to Servicer by Fansie Mae as the-financial agent of the United States'as and when described
fiereinand in the Prog: am Documentation in consideration Tor the executionand delivery of'this Finanoial Inistrument by Servicer.on
or before the Bffective Date of the Agreeniont, upon the: satisfaction of the conditions precedent to paymit described in
subscotiolis A. anid B. above. - '

D. The value of the Agreement is limited to $798,900,000 {the “Program Participation Cap™). Accordingly, the aggregate
Purchase Price pagable to Servicer indee-th. Agrésient thay notiexeeed the amount of the Piogram Participation Cap. Foreach
loan modification thit becomes effective, the aggregaté remalning Purchiase Price avaitible to-be pgid to Servicer under the
Agreement will be reduced by the maximum Purchase Price potentially payable with respect to that loan modification. In theevent
the Purchase Prive actuaily paid with respect to that loan modification is less than the maxitium Purchase Price potentially payable,
{he aggrogate revaining Pirchase Price available to be paid to Servicer undek the Agreement witl be.nireased by thedifference
bistiween suchvaimiouints. Notwithstanding the foregoing, fio agréements with borowers inteitded to result in new I6an modifications
will be. effected under the Agrcement, and 1o paymenls w1li be- mar.lewnh res,pect to any new Ioan modlﬁcatmns f‘rom and aﬂer lhe
'!":easury may, ﬁom ume to nme in its. sole dlsclction, adJust the amount of the Program Paniclpalmn Cap Servxcer wil] be
notitied of all adjustments to the Progratn Participation Cap in writing by Farinie Mae.

E. Servicer shall maintain complete and aceurate records-of, and supporting documentation for, the borrower payment, including,
but not limited to, PITIA (principal, interest, taxes, insuratice (including homeowner’s insurance-and hazard and flood insirance)
and homeowrier’s assoviation and/or condo fess), and delinguency inforfmation anid data provided to Fannie Mae régarding éach
agreertiont relatifijg to-a tridl modification period and each lean modification dgreemerit exetuted under the Prograin, which will be
relied upon by Pannie Mae when calculating, as financial agent for the United States, the Purcliase Price to be paid by the Treasury
through Fannie Mae or any other financial-agent. Servicer agrees to provide Fannie Mac and Freddie Mac-with doownentation and
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otherinformation with respect to ahy amourits paid by the 'I'reaSury as may be reasonably requested by such parties. Intheevent of
a:discrepancy or error-in. the amount of the Purchase Pnec paid hereunder, st Fannie Mae’s election, (x) Servicer shall temit to
Pannie Mag the amountof'any over| payment. withiti thirty (30) days-of receiving a refund request fromFaniie Mag; o (y) Fannie
Macmay-itrimediately.offset theamouint 6fthe: ovérpaynightagainst othier amounts duesnd payablé to'Servicer by Fannie Mag, as

financial agent of the United States, upon writtén nétice to Servicet, Servicer: shall still be obligated to-credit to the respective
morfgageloan obligations of borrowers, and to the respective accounts of Iuvestors, any portion of the Purchase Prigeto whicli they
are entitled (if any) notwithstanding suciy offset unless otherwise directed by Fannie Mas,

.. At the eleotion and upon the direction bf thie Treasury and with prior written notice to-Servicer, Fannie:Mag may deduct from
any amount to b paid to.Servicer any amount that Serviger, Investor, or borrower is: obiligated to reimburse or pay to the United
States government, provided, however; that any amount-withheld under this. subsection F. will be-withheld onlyfrom theamounts
payable to, or-for the account or credit of; the party which ig liable for the obligation to the United States goverinent:

G. Inthe event that the Agresment expires:or is terminated pursuant to Section 5 or Sectlon 6, and subject to Fannie Mae’s rights
under Section 6, Fannie Mag shall, solely in its capacity as the: ﬂuaumal agent of thie United States, continve To remit:all amounts
1hat are properly payable pursuant to subsection A, above to.Servicet in accordance with thie Program Docuinentation uiti paid in
full, provided, liowever, that Purchase Price paynients will be nadeonly with. rcspect o quahfymg mortgage loan modifications
that were submitted by Servicer and- aceepted by Fanhie Mae for inclusion in the Program in-accordance with the Program
TDocumentation prior 1o the date of expiration or termination and that-do not exceed the Program Participation Cap,

H. Notwithstandivig anything to-the contrary coiitained in subsection G. above, in the evert that the Agreemerit iy teériminated
pursyant {6 Section 6 B, in oniection with an Bvent of Default by Servieor under Section 6 A, no.compensation with respect to
any loan will be paidto Serviger for the.account of the Servicer subsequent to termination; subject 1o Fannie Mae'sxights wider
Section 6, Fanyiie Mae's;only continuing obhgations as fifigncial agent of the United States subsequent to terniination will be to
remit paymetits:to-Serviver (or, at Fannie Mae’s-discration, an alternative provider) forthie acedunt of bortowers dnd Investors, as
provided in the Agreeniént.

1. Notwithstanding anyihing 1o the contrary comtained in subsection ¥, above, in the event that:the Agreement is terminated
pursuait to Setion 6 C: in conhection-with an Bvent of Default sy an Investor.or a borrower under Section 6 A., 1io compensation
withéspect to atyloah-will be'paid to Servicer foir theeredit.oraceounit of the defaulting party subsequent to termination, Subject
to Fannie Mag’s rights under Section 6, Fannie Mae’s only continuing obligations: as financial agent of the United States
subsequent to termiination will e to remit payments to Servicer for the-credit oraccount ofnon-dsfaulting parties as-deseribed in
the Program Dogumentation.

J. Notwithstanding aiything to the contraty coritained herein, Fannie Mae, in its capacity as the financial agent of'the United States,
may reduce the amounts paysble to Servicer urider Section4.B., or obtain repayment of prior payments made under Section4.8,, in
comnection with an Event of Default by Servicer ot in connection with an évaluation of perforinance that includes any spi 'iﬁc
findings by Freddie Mae that. Servicer’s perforinance uridér any perfolinatice ctiteria sstablished pursuant 10 the Program
Docunieitalion i-materiaily insufficient; provided, however, Fannie Mae will seek to obtain tepayment of prior. payments made
under Section 4,8, only-with. respegt to loan modifications that are determined by Fanni¢ Mae or Freddie Mac to have been 1mpactcd
by, or that Fannfe Mag or Freddie Mac believes. may have been, ormay bi; impacted, by the Event of Defaultor findingg givingtise
to this reiedy. These renitedies are not exclusive; they-are availablé in-addition to, and riot-in licu of; any other rémedies available to
Farinie Mae At law or in équity.

K. Notwithstandiing anything to the contrary contained herein, Fannie Mae, in its capscity as the financial agent of the United States,
mhay reduce the amounts payable to Servider for thie ¢rédit or agcount of an Investor or a borrower under Section 4.B., or obtain
répaymeit of prior paymeiits-inade for the crédit-or account of such parties under Section 4.B., in conhection with an Event of
Défuult by an Investor or a borrower, Servicer will reasonably cooperate with,:and provide reasonable support and assistance to,
Fannie Mag and Freddie Mac in connection with their respective roles and, in Fannie Mae’s case, in contiection with its efforts to
obtain repaymient of prior payments made to Investors and borroweis as provided in this subsection, These remedies are not
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extlisive; they areavailable i addition to, and not-in licu of, any. other remedies available to Fannie Mae at law or inequity.
5, Term

A, Qualifylng itiottgageloatis tay. bé subimitted by Servicer and accgpted by Fannio Mae as described in the Financial Instrument
and, the: Program Documentatlon from and after (he Effectwe Date. until December 31, 2012 (the “Initial ‘Term™); subject to
‘Program extensions by the Tregsurty or.earlier termination of the Agreemment by Fannie Mag parsuant 10 the provisiaons heréof or
suspension ot termination of the Program by the Tteasury, provided, Rowever, no nieiv qualifying miottgage loans tdy bi subniittéd
by Servicer of acespted by Faniiic Mag fiom and after the date on which the Progeatn Participation Cap is reached.

B, Sevvicer shall performthe Services described in the Program Documentation i aceprdance with this terns and eonditions 6 (i
Ag rnesit during Hig Inftial Terpvand any extensions thereof (the Titial Tei, together with:all extensioiis thereof, if any, the

“’l‘ern;”) and duriiig sich additioial period ag may-benécessary tol (i) comply wi vall dita callection, retention and-reporting
leqmrem ts specified il the Proglam Documentation during and for the petiods set forth therein; and (i) Qomplete all Services

that were inftinted by. Servicet, incliiding, but not. limited to, mortgage wiodifisations and:the campletinn ofall documentation
relating: thereto, during thie Term, Servicer agrees that it will work diligently o coriplete all Servicos a8 soon 4s- reasoniably
possitile after the end ‘6f the Térin or eatlier termination,

€. TheAgresment may be:terminatod by Fannie-Mae or Seryicer priorto the en of the Term putsuant to Section 6 below,
6: :Defanltsand Early Torhiltiation

A, The following censtitute events of default under the Agreement {cach, an “Byvent of Default” and, collectively, “Events of
Difanlt):

(1) Servicer fails to perform o ¢omply with ahy of its miterial obligations under the Agreement,

including, but not:limited to, circumstances -in -which Servicer fails to ensure that all gligibility
criterla. and other conditions preeedent Lo modificatiot: specified i the Prograrm Documentation are
satisfied prior toraffestuating modifications under the: Progran,

(2) Servmer' (a) ceases to. do business as a.going.concern; (b) makes a general assignment for the
rrangement with creditors in lieu thereofy () admits in weiting its
as they becomedigy (d) filss.a voluntary petitioirider iy’ baukruptcy or
msolveney tawor fildsa VOluntary petition under the reorganizatlon or arrangement provisions of the
laws of the United States or-any other _]lli‘lSdelan -(€) authorizes, applies for or consents lothe
appointment of a trustes or liquidator of all orsubstantially-all of its assets; (£):hag any substantial
part-of its property subjected to.a levy, selzure; assigtiment or sale for -or by any ereditor or
goviérriental agency;-or:(g) eivters-into ai agréément or resclution to take any. of the foregoing
#oliohs.

(3) Servicer, any- employee orgontrastor of Seivicer, orany employee or contractor of Setvicers®
goiitiaeiors, ‘o any 1HVestor or botrower, cormmiis a gossly neghgent, willful ¢r intentional, .or
réckless et (ticliding, but not limited to, fraud) in.connection with the Program or the Agreement.

(4) Any representation, warranty, or covenant made” by Servioer in the Agresment or any Annual
Cettifioation is'of becomes iaterially false, misleading, intotrect, or inconiplete.

(5) An evaluation of performance that includes any speeific ﬁndmgs by Freddic Mag, in its sole

discretion, that Servicer's performance wnder any performance criteria established pursnant to the
Program Doeurnentation is. materially iiisufficient, or any failute By Servicer to condply with any
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directiveisstied by Fannie Mae or Freddie Mac with respect to documents or data requested, findings
thade, or remedies established, by Fannie Mae and/or Freddie Mae in conjunction with such
performance eriteria orother Program requirerents,.

B. Fannie:Mae may take-any, all, or none ¢f the following actions upon an Event of Defaylt by. Scryicer under the Agreement:

nie-Mae may: (i) withhiold some orall of the Servizer's portion of the Pirchase Prive untl, in
s Muie’s. determination, Setvicer has cured the default; and” (ii} choose to utilize alternativé
ieans.of paying any porllan of thé Puirchuse Price foi the &redit 'of décount of borrowers-and
Investors-and delay paying such portioh pending adoption of such-alternative means,

{2) Fannie Mac:may: (i) reduce the:amounts payable to Seivicer under Seotlon 4.Byarior (ii) require:
‘repayineit of prior payments made.to Serviertinder. Section 4.B; firovided, however, Faniile Mae
‘will seek toobiain repayinent of prior payments made under Section 4.B. only with respect to loan
_;modnﬂcatlons that are-determined by Fannie. Mae or Freddie Map to. Thave been impacted, or-tliat
ae or Freddic:Mac liclieves may have been, or may be; impacted, by the Bvent of Dgfault
;ngg rise to the rémedy.

3). Fannle Mae may require Servicer-to sybmit to additional Program administrator eversight,
including, bul riot limited to, additional compliance controly and quality: oconirol teviews,

(4) Fatiriie Mae' may termiitate the Agreeriient and cease its performance hereunder s to-some-or-all
of the tiottgage loans subject to the Agreement.

(5) Fannie Mag may requite Ssrvicer to submit to iisformation and repotting with respect to its
findncial tondition and-ability to cohtintie to meel its"obligations viidér the Agreement.

C. Fapnie Mae mayfakeany; all;ornene of the following.actions upon an E
connection. witl-the Program:

{17 Fannie Mae imay withliold all ot ahy portion of the Purchase Price payable to, or for the credit or
account of, the defaylting party until, in Bannie Mae's determination, the default has been cured or
gtherwise remedied to:Fannie Mae's satisfaction.

(2) Fannie.Mae may: (j) reduce the aimioliité payable 10.Servicer for the crédit, or ageount-of] the
defaulfing party under Seetion 4.B; and/or (ii) require repayment of prior payments made to the
defaultmg party.under Section4.B. Servicer will reasonably cooperate with, and provide reasonable
stip fid assistance 1d; Fannie Mai aind Freddie Mas in tohnection with theit fespéctive rolés and,
i Farinie Mg g ¢ise, il contiestion with its.cfforts to obtain répayiment of priot payments made to
Tivestots and borrowers as provided in this subsection.

(3) Fannic: Mag may require. Servicer to subuiit to-4dditional Program administiator oversight,
inchiding, but nat liiitéd to, additional compliancé cofitrols and quality control feviews.

(4) Fannie Mae may cease its:performance hereunder as to some or all of the mortgage loans subject
to the Agreerient that relate to the defaulting Investor ot botrower.

D. In additioti to the tertiination rights set forih above, Fanniie Mae may terminate the Agreement immediately upon written notice
to Servicer:



(1) at the.direction of the Treasuty;
(2) in'the event ofa merger, acquisition, ot other change of gontrol of Servicer;
(3) in the.event that a receiver, liquidator, trustee; or othér custodian is-appointed for thic Serviger; or

(4) itt thie bvent that a inaterial term of the:Agreement is determined-to be prohibited or unenforceable-as
referred to.in Section 11.C.

B. The .A__gre.ement.wil'! tetimingte. autorhatically:

(1) in the event that the Financial Agency-Agreement, dated February 18, 2009, by and batween

Fannie Mag and the Treasury s terminated; or

(2) upoir the expiration or fefimination of the-Program.
F. The remedics available to Fannie Mag upon an. Event of Default under this Seetion are cumulative and ot exclusive; further,
these remedies:are in.addition to,.and not-in liew of, any-othier réinedies aviilable to Fannie Mae at law o it aquity.

'G. Tf:-the-event-of tefmination of the Agrecment under any cirounistanges, Servicer and Fannie Mae agree to cooperate with-ong
another on-an ongoing basis:to ensure an effective and orderly frapsition or resolution-of the Services, including the provision of
any Information, reporting, records and data requived by: Fannie-Mae ad Ereddie Mac.

H. 1f-an Hvent of Default tnder: Section 6.A, 1., Section 6.A.4;, or-Seclion 6.A.5. ocewrs-and Fannie Mae deterriines, inits sole
discretion; that the Event of Default is curable and elects 1o exerdise its right | toferminate the Agreement, Kannie Maewill provide
written notics of e Event of Default te Servicerand-the Agreement will teriminate automatically: thirty (30) ‘days after Servicer's
receipt of such notice; if the Bvent:of Default is not curad by Seivicerto-thie retstnable satisfaction'of Fannie Maa prite to tlieéid
of such thitly (30) day period. If Fannie Mae detérmines, in its sole discretion; that an Bvent of Défault under Seotion 6,A.1. ,
Sectmu 6:A.d; or Seetlon 6.A. 5. is not cur.a_ble, or if'an Kvent of Default-under Section 6.A 2, orSeution. 6. A 3. ogcurs, and Fanme
scls to gxercise its right to terminate the Agrecment under Section 6.B.4., Fannie Mae-will provide: wiitteh notice of
termination to the Servieer on ot beforethe effective date of this termiration.

7. Disputes

Fanuie Mae and Sexvicer- agree that It i$ in thieir mutual intetest to résolve disputes-by agreement. [f'a disputearises under the
Agreement, tho parties will use all reasonuble efforts to promuly resolve the dispuite. by mutual agreement. Ifa dispute cannot be
resolved informally by mutyal agreement at the lowest:possible level, fhe dispute shyall be_- ferred up (he rc}',pecuve chain of
command of each-party in an, alempt 1o resolve th matter, ‘This will ba done in an expeditious imanner. Seivicershall continus
diligent perfbrmau of tlie Services: pénding resolution'of any disputé. Famnie Mae-and Servicer réserve the right 1o pursue other
legal orequitable righits they riiay have concerning any dispute. However, the parties agreé to take all reasonable stops to-resolve
disputes. internally before-commencing legal procoedings.

8. Transfor 'D]“A'Sﬁigmi'lﬂl‘lt

A: Setvicer must provide written notice to Fannie Mae-and Freddie Mac. pursuant to Seetion 9 below of: (i).any transfers or
assigmnents of mortgage loans subjeet to this Agreement; and (it) any other transfers or agsignments. of Servicer’s rights and
obiligations under this Agreement. Sticly notice mugt include payment instructions for payments to be made to'the transferee or
agsignee ofthe iorigage loanssubject to.the notics (ifapplicab &), and evidence of the assumption by such transferce or assignee
of the morlgage loans or other rights and obligations that are transferred, in the form of Exhibit € {the ® ssignment and
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-AsguinptionAgrééinent”). Setvicer acknowledges that Fannié Maewill continueto remit payments to: Semcermacwrdancew:th
'Section 4B. with fespect to mortgage loans that have been assigned or: tmnsferred ang that Ser |
underpayments; overpayments and niisdirected payments,, unless and: untll sueh notice and an executed ASS
Agsumption.Agreement are pravided to Fannle Mae and Freddie Mac, Any purported fransfer ovassignment of riortgageTloans or-
ofhier tights or obligations:onider the- Agréeiont in vidlation of thiis Seotion i§ void,

B, Servicer shall notify. Fannie Mae as soon as legaily-possible of any proposed merger, acquisition, or other change of contiol of
Servu:er, and.of" any financial avid operational circumstances which:may impair Servicer’s: ability.to peiform its cbligations under
the. Agréenient.

9. Naotices

Al legal notices: under the-Agreemant shall be-iii writitig and fefeired to eaeli; party’s point of eoftict identified below at the
address listetl below, or to suoh otheér pomt of cc»ntact at such ather address as _may be: des_, naled it wrltlllg by such pany All such
: _ i'

Pre tifi mall retun receipt reqitested Notmes shall not be ma‘dc‘ ot clelwered it electmmc f’orm excepta ,prowded il
Sedtion 12:B. below, provided, however, that the patty: giving the notice may sondan c-mail'to the party.receiving the, notice
advisiig that:party. that-a notice has been sent by means permitted under this: Seatlon

T Servicer:

Bank of Anterica
2900 Madera Road

) & 01-07

Simi Valley, €A ¢ .

F?‘ﬂs.imﬂﬁ?E. '
With copy to:

Bank of America
Bank of Ameriga Plaza
101-8. Tryon: Street

Mail Code: N€1-002-29-01
Chatlotte, NC 28255-0001
email; |

Puesimile: NG




To Fannie Maa:

Finiiie Maé
3900-Wisconsin Avonue, NW

I‘acsrmila
enmili

To Treasury;

"Chief

‘Office of Homeownership Preservation
Office:of Financial Stability:
Dipattment of the Tréagury

1500 Persylvania-Avenue, NW
Washmgton, DC 20220

Facsimiler (202) 622:9219

Ta Fréddie Mae:

Ereddie Mac

8100 Jones Branch Drive

MeLean, VA 22102

Alténtion: "Viee President, Making Home Affordable -« Compliance
Fagsimile: (703) 903.2544

Emil to; MHA_Compliance@freddienac.com

10, Modifications

A. Subject to Sections 10.B, and 10.C., modifications to the Agreeniient shall be itrweitisig and signed by Farinie Mae and Servloer,

B, Fanile Mae-and the-Treasury-each reserve. the right to unilaterally modify or supplersent the:terms and provisions. of:the
Program Documentation that relate (as determined: by Fannile Mac:or thie Tredsury, ity thielr redsonabile discretion)to the tompliancs
and porforifiatice: requirtitients of the Program, afid related remediss- astablishéd by Fréddie Mag; and/or 1o téchnical,
administeative, or procedural matfers or compliance and reporting requirements that may impact the adminisiration, of the Program,

€. Notwithstaitding Sectioris 10.A. and.10.B,, any modification to the Program Documentation that materially iinpadt the borrowér
cligibility requiréments, the amouiit of ‘payinents. of The Purchase: Price: to be made to- Participating Servicers, Investors and
borrowers under'the Program, or the rights, duties, or obligations of | Partlcipau g Servicers; Investors or borrowers iy cotnection
with-the Program. (each; a “Program, Modification” and; collectively, the “Prograni Modifisati ’n"-") shill beeffective. only on-a
prospectlve basis; Parttezpaung Servicers will bé affordsd the opportimity to: opt-out'of the Program whieit Program Modifications
are publishid with repecttosome or-all of the hiortgage loans sought fo be: mod:f’ied under ihe Program on orafter the effective
dste of the Program Modification; at Servicer's discr etion. Opt=out pmcedures, including, but not {imited to, the nme and process
for notification ofelection to opt-outand the window forsuch elecuon, will be set-forthi jiv the Program Documentation describing:
the Prograimy Modification, provided, however, thiat Servicer witl be given atleast:thirty (30) daysito-elect to opt-out of & Program.
Modification. For the avoidance of doubt, , during the peritd during which Servicer may elect to opt-out of 4 Program Modification
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aind after dny such dpt-out is elected by Servicer, Servicer will contiue to perforin the Services described in flic. Financial
Instrinerit and the Prograin Docuimentation (as the Progran Documentation existed immediately prior to-the publication of the
Prograny-modification prompting the opt-out) with respeet to-qualifying mortgage loan modifications that -were submitted. by
Setvicer and ageepted by Fannie Mae prior to the opt-oiit,

11, Miseellaneoris

A. The Agreement shall be.governed by and constried vinder Federal law and not the law of any state or Jocality, withont referenice
10 or apphcation of the conflicts of law principlés. Any:and all: dispuités between the paities that-caniiot be settled. by fuiitual
agreetherit shall beresolved solely and exclustvely in the Uitited States Fedéral courts 1oeated witliin the District of Columbia, Both
paities conseiit to the jutisdiction and venue-of'such courts.and irrevocably waive any objections therete.

B, The Agreementis not 8 Federal procurement cantract dnd is: therefore not subject to the provisions of the Federal Propertyand
Admiitistrativé Servicss Act (41 U.S.C. §§ 251-260); the Faderal Acquisition Regulations (48:CFR Chaptér-l), of any otlist
Federal procurement law,

C. Ay provision of thie Agreentent that is determined to b prohibited ar unenforceabls in any-jutisdiction shinll, #s to such
Jurisdiction, be ineffective to tlie extent of sueh préhibition orunenforcsability without invalidating the temaining pravisions of the
Agtesineiil, and o 'siich prohibition ot unenforeeability in any jurisdictiot shiall invalidate sueli provision it any othérjurisdiction,

D. F'hilu:e onthe part qf Fannib Maeto J'nsist upon striet comp'i'iance with any o’f‘the t‘enns hereof: shall o be: deeined' a wai've'r,
8 gtwd Hy-an. authiorizéd: afﬁcar of Fanmc Mae. No fatlure by Faunie Mactoex ercise any rlght remedy, oF power hereund&r will
opetate ag a waiver tlhiereof. The rights; remedies,:and powers provided herein are'cumulative and not exhaustive of any rights,
remedics, and powers provided by law,

E: The Agreement shall inuré to the benéfit of and be binding upon the parties to the Agisement and their pérmiitted sucoessors-in-
nterest,

I, The Commitment and the Assignment and Assumption Agreement (ifapplicable) may be executed in two ormate ¢counterparts
(and by different parties on separate counterpatts); each of which shall bi¢-an ongmal ‘but all of whieh together shall cénstifute one
and the samie mstrumem

G. The Commitment, together with the Financial Instrunient, the Annual Certifications, the. Assignment and Assumption
Agreement (if applicable) and the Program Docurnentation, constitutes the éntire:agreerient of the paities with réspect to'the
'sut'»ject 'iﬂau'er' héréo‘f 1h'thie dverit c'f a‘ ‘conﬂ'ic‘t bétweén any of the f‘ore‘g‘oing docnmema and the Pi‘ognam Documentation, the

_l.hf: Program Guldelines shall preyaul

H, Any provisions of the Agreement (ineluding all docuiments ingorporated by reference.thicreto) that conténiplate thelr continuiiig
effectivonoss, ingluding, but not limited t6, Sections 4,5 B, 6F., 6G., 9, 11 and 12 of the Commitment, and Sections 2, 3, 5,7, 8,
9'and 10 of the Financial Insirument, and any other provisions (or portions thereof) in:the Agreerment that relate to, ormay impact,
thie-ability: of Fannie Mas sind Freddie Mag'to Tulfill their résponsibilitiss as agoiits of the United Statesin coiirieotioii with the
Progratit, shall survive the expiration or tefmination of the Agreement.

12. Defined Terms; Incorporation by Reference

A. Allreferénces to/the “Agreginenit” neeéssarily inclhude; it all instances, the Commiitmentand all docuinierits incorparated iito the
Commitment by reference, whether or not so noted contéxtually, and ail amendmeiits and modifications thereto. Specific references
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throughout the Agreement to indjvidual documents that are incorporated by reference into the Cotnntitment afe not inclusive of any
other-dociments that arg incorporated by refereiics, unless somoted contextually.

B. The torm “Effective Date™ means the date on which Fannie Mae transmits a copy of the fully:execited "'ommi"tment and
Financial Instrument to Treasury and Servicer witha: completed cover:sheet, inthie form attackied heretous B xhibit D (the “Cover
8l The Comnmtment and Financlal Insteument aid desomiganying Cover Sheet will be faxed, énvailed, or made available

tluough other electronic thieans'to Tréastity and Servicer in'accordance with Seotion 9,

C. The Program Documentatmn and ExlubatA Form of Financial lnstmment ExhnbltB Form of: Annual Certification, Bxhibit
€.~ For \ i case, i fare aid, upon
A substance), mc]udmg all amendmenls and modif‘wauons theleto e mcorpomted intothis Comunitiment by thiis
reference and given the samie force and offect: as though fuily set forth hereii.

[SIGNATURE PAGE FOLLOWS; REMAINDER OF PAGE INTENTIONAELY LEFT-BLANK}
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In Witness Whereof, Servicer and Fannie Mae by their duly authorized officlals-horeby exgcute and deliver this Commitment to'
Purchse Financlal Instrument and Serviver Partloipation Agreeingiit ag.of the Effestive Date:

SERVICER; Bank of America, N.A.

Exhibit A.
Exhibit B
Bxhibit €

‘Bxhibit 1D

‘Form of Financiil Instrument

Torm of Atinual Cartification

FANNIE MAE, solely-as Financial Agent of the
Uriited States:

i e el
Titks_Vice Prefidend
Date:__4/17/¢9

Fotin of Assfgniment and Assumpiion Agreement

Forim of Cover Shiet
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This Financial Instrument is delivered as provided in Section 1 of the Commitmentto Purchase Financial Ingtriment and
Servicer Parficipation Agtecmiont (the “Cominitngint”), entered into as of the Effective Date, by and betweeh Federal
Nitionak: Moitgage-Assodiation (“Faiiie ac"), a federally chartered corporation, actingas ﬁnancial agent of the United
States, and the wnidérsighed party (“S_cm@f’) This Finangial instrument is effective.as of the Effective Date; All of the
capitalized terms that are used but not defined herein shall have the- meanings aseribed to:them i the Commitment,

For good and viluable donsideration; the receipt and sufficiericy 6f whiehi is hereby acknowledged, Scivicer agrees-as
follows:

L Purchiase Prige Congideratin; Servicss, ‘This Financial nstrutneit is being purchasw by:Farinie Mag pursuant to
Sectiaii 4 of the Commitinent itvcorisideration for thé paymiehit by Farfhie Mae, in its capacity.as-a financial agcnt
of the Uniited 8tates, of vaious payments detailed In the Program: Documentation and referred-to: celiecuvely in
the Commitment . ag the "Purchase Price.” The conditions precedent to the payment by Fannie Mae of the
‘Puwhase: Irlce are: (a) the excoution and delivery of this Financial Instrunient and the Cormitient by Saivicer lo
Fannie: Mae; (by thic exeeution ard delivery by Fannie Mae of the Commitment fo Setvicer; (¢).the delivéiy of
‘copies of the fully execuled Commiitment and Finariclal Instrament to Tredsury on the Effective Date; (d) the

performance.by Seryioer of the Servlces descrlbed inthe: Agrcemcnt and (e) the sahsf‘act ion by Scrwcer of such
. o

Purchage Pr At rcjance wnh the terms and i:ondmons of the Agreemem 6 the leasonable sahst‘actioﬁ af
Fannie Mae gnd Freddig Mac:

'j'arty consents arid waivefs lhat are reqmred hy coiitract or Iaw, in order o cffectuate any loan
madification uiidei the Program..

() ¥reddie Mie, the Federal Housing Finance Agency and other pariies designated by the Treasury or
appllwble law.shall have the right. duringnormal business hours to conduet ungnnounced, inforinal
onsite visits and to conduct formal onsite and oftsite physical, persormiel and information technology
testing, seturily reviews, anid sudits of Servicer and 1o examine all books, records and datd related 16
ilie Services: pfovided and Purchase Price received in connection with the Brogram on thirty (30)
days” prior written notice.

(b)- Servicer willcollect, récord, retain and provideto Tleas'ur'y, Fainile Mae and Frediie Mac all data,
Jnfotmation dhd docinentation relatmg t¢ the Prograin and bortowers, loans and lﬁan modlﬂcauons
iniplermented, or potentially eligible for modification, under the Program and any: trials conducted in
-copnection wilh the Program, &s- wqulred by the Progran Documentation. All such data,
information and documenitation must be provided to thie Tréasury; Faniiie Mag and Freddie Mag s,
‘whien @xd ii1 the mantiet Specified iii the Program Docuimentation, In addition, Servicershall prowde
copies of execufed contracis and tapes ofloan pools related to the Program for review-upon request.

(cY ‘Servicer shall proiiptly take corrective and remedial actions agsociated with repoititig and reviews as
directed by Fannie Mae or Freddie Mae and provide to Faimie Mas and Freddie Mac such evidence
of th¢ effective implainentation of corrective and remedial actions as Fannie Mae and Freddie Mac
shall reasonably require. Freddie Mac may conduct additional reviews based on its findings and the
‘worrective agtions taken by Servicer.



(d) I addmcm W any OthCl ebliganon to retam f‘ nancual and accmmtmg rcccrds lhat may ba imposm hy

per 'm e of. Scl vnces in conmctmn w;th the Program In addltlon, Serwcer sliéil maintain acapy

ofall computer: systents aid: applcation softivare necessary to review and analyze ticse electronic
reécords. Uniléss ‘otherwise difected by Fannie Mae ‘or Freddis Mac, Servicer shall retain these
iecords for atleast 7 years from the date the dafa or record was created, or for such longer petiod-as
may-ber cquired pursuant {o; appiicable law. Fannie Mae:or Breddie Mag niay also niotify Servicer
from time: to-time-of wny additional record retention requireivients resulting: from Jitigation anid
regulatory irivestigations in.which the Treasury-or any agents of the Usitgd States may-have an
interdst, and Serviccr agrecs to comply with these litigation and regulatory investigations
requifements;

Initernial Colitrol Prope

(a) Servicer shall develop, enforce and review on a quarterly basis for effectiveness-an intermal control
‘program-designed tox {Densure effective delivery of Services in connection with the Prograimand
---comphance with the Program Docunientation; (i) efféctively monitor aiid deteet toan modification

fiitic-and (iif) effectively monitor compliance with applicable conisutier protection and fair lending
laws: T ¢ internal.contro! program must include documentation of'the control objectives for Program
-aciivities, theassociated control techniques, and mechanisms for tesfingand validatmg the coritrols.

(b)-Servicer shall provideFreddié Mae with access to all interial control reviews and reports that relate
‘to Servides vntler the Program performed by Setvicer and its inclependent auditing firm fo-enable
Freddie Magto fulflllits duties asa compliancc agent of the United States; acopy:ofthe reviewsand
reports will be provided to Fannie Mae for record keeping and other-administrative puiposes.

Renrescntatlom Warranitigs._and Covenants, Servicer makes the following representations, warranties and
«covenants to Fannie Mae, Freddie Mac and the Treasury, the truth and accuracy of which are continuing
obligations vicer, In the event that any-of the representations, warranties, or covenaits made herelncease to
“big trie: ﬂnd.correct Servicer agrees to otify Patinie Ma aid Freéddie Mg imimediately.

(a) Sewncel is established under the-daws of the United States or any state, ternimy, orpossession of the
o o1 the. District of Columbia, and has significant operations in the United. States.

Servicer hias full corpordte power and-authority to eitler into; éxecute, aind deliver the Agtéemént and
t& petfortii its oblipations heréurider and Has all licenses necessary to carfy on its business as now
being conducted-and as contemplated by the Agreement,

(b):Serviger 14 in colhpliance with, and coveénants that.all Servieés Will'be'per'fcsﬁhed Incompliarice with,
all applicable Federil, siate and local laws, regulations, wgulatory guidarice, staiutes, ordinances,
codes and: requirements, including, but not t:mited to, the Truth i Lending Act, 15 USC 1601 § ot
800, the Home 0wuers]up and Eauity Protestion Act, 15 USC § 1639, the Federal Trade
Commission Act, |5 USC §41 et séq., the Equal Credit Opportunity Act; [5 USC § 701 at seq., thie
Fair-€itdit Reporting Act, 15 USC § 1681 et $edf., the Fair Housiiig Act and othier Federal and gtate
laws demgned to prevent unfair, discriminatory-or prcdatory lending practices and all applicable laws
:-governmg tenant rights. Subject to-the following. sentenge, Servicer has obtained:or made, or will
.oblain or make, 4ll governmental approvals of registrations required ynder law and has obtained or
‘will obstain all consents necessary toauiliorize the performance of it obligatidng urider the Program
and-the Agreement. The performante of Services under the Agreement will nat conflict with, or be
proliibited in any way by, any other agreement or statutory restriction by which Servicer is bound,
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(o)

provndecl however, that Faniriie Mae acknowledges'and agrees that this representation and wafranty.
i§ quahﬁed solely by and‘ tor the extent of any contracmal Inmtatlons estahllshed under apphcable

perform-us obl:gat_iohs tindar the: Program or the Agreement Servmer is not. delmquent on any-
Federal tax-gbligation or.any other debt owed to the United States or collested by the United States

for the benefit of others, sxcluding-any-debt or obligation that iy being contested in: good faith.

Servicer covendnts that: (1) it will perforimnits obligations'in acoordarics with the Agreement ghd wilt
promptly. pro dg such performance reporting as Fannie Mae may reasonably require;. (if) all

morigage modifieations :and. all trial period. modifications will be offered to borcowers, fully

docuinented apd seiviced I accordance with the Progiam Dacwmentation; and ‘(i) al] data;

colléction infoiimation aid othier iiforthation reporfed by Servicet to Farinie Mae and Freddie Mac-

onder the’ Agreement, including, but not limited to, information that is relied upon by Hannie Mae or
Freddie Macin calculatmg the Purchase Priceor {n performing any comphance review-will be trug,
omplete and aecuratein all imaterial regpects, and consistent with all relevant ';emmng reoards, 45
atid:whei provided.

{4y Servicer covenants that it will:(i) perform the Services required under the Program Doeurientation

()

6

-and the:Agreement in acgordance with the practices, high professional standards of care, and degires
of attentlon use

l-ianaged aperation, aiid nty less than that which the Setvicer sxéidises for
itself usider sithilar dircumstances; and (if) use qualified individuals with suitablo training; education,

experience-and skills to performhe. Servlces Bepvicer acknowledges that Program participation may-
requilre changes: 10,.0r theaugmentation of, its systems, staffi fng.and protedures, and covehants and
agre

accoidante with the Agréamerit.

tortake all actions nedessary torensue it has the capucity to implement the: Program in

Servicer covenantsthat it will comply with all regulations-on conflicts of interest thatare applicable
o Servicer in-conneetion with the canditet of its business and all conflicts of interast and non-
diselosuie o llgatmns and restrictions atid related mitigation procédures set forth in thé Program

Doctiméntation (if any),

Servicer acknowiedges that the provision of false or misleading information to Fanbie Mae or

Freddie Ma¢in connection with the Progrativer pussuaiit to the Agreeritent may constituite a violation
oft{s) Federal dtiminal law involving fraud, conflict of interest, bribety, of gratuity violations found
in Title 18'0f the United States Code; or (b) the civil False Claims Act (31 U.S.C. §§ 3729-3733),

Servicer covenants to disclose to' Fannle Maegand Freddie Mac any credible-ovidente; i conection

with the Services; that-a hanageihient official, ‘eifiployee; or'contractor of Servicer las cofivhitted, or
iy have comimitted; & violation of g referenced staiutes.

(g) Servicer covenants to disclose to Fannie Mae and Freddie Mac any othier facts or information that

‘the Treasury, Pannie Maeor Freddie Mac stiould reasonably expeot to know about Servicet and its
cornitractors to'help protect thie reputational interests of the Treusiry, Fannie Mae and Freddie Mac in
Thatiaging and monitoring the Program,

(h) Servicer-covenants that it will timely-iinform Fannie Mae and Freddie Mac of any anticipated Event

of-Defailt.
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(i) Servicer soknowledges that Fantiie Mag or Freddie Mac tay be required to agsist thi Treasury with
responges o the Priviaty Actof 1974 (the “Privacy Aét™), 5 USC'§ 5524, inquiriés from borrowers
and Fréedom of Inforination Act, 5 USC § 552, ifiquiries from other parties, ag well as formal
mqumes fmm Congressmnal commlttees and members, the Govqmmcnt Aceounting Ofﬁce,

mqumcs abﬁllt the Pr&éfam and its eff‘ectivcness Servioel coveriants thaf it will respoﬂd promptly
and accurately- ;o a]l searéh rcquests made by Fannie Mae or. I‘reddie Mac, cmupiy with any :eIatcd

P
prowde wpdated: nd: 'rrected iufonnatlon as: approprlate about borrowers’ records fo ensme that'
any.systeini of record mdintaliied by Fantiie Mae on behalf of the Treasury is acourate-and complete.

@) Serviceracknowledges that Fannie Mao ls: required to develop. and implement oustomer service call
centers: torrespond to: borcawers” and othier-parties’ inquitics. 1egardmg 'the Program;, which may
Fequire additional-suppoit froin. Serviger, Sefvicet-covenants that it will provide such additional
Gustomer seivice call support as Fannie Mae feasonably determines is necessaryto support the:
Program,

(K Servicer acknowledges that Fannis Mae anid/or Froddie Mao are required to develop anid impléinent
practiees 1o monitor and detect loan modification fraud and to monitor compliance with applicable
consumer: protection and fair: lendmg laws.. Servicer covenanis that it will fiilly and promptly
-cooperate with' Fannie Mae's inquifies about loan madification fraud and legal compliance and
comply with any: atiti-fraud and légal complianée procedures which Farinie Mae and/or Freddie Mac
thay tequire: Servicer covendnts that it wiil develop and implement an iriternal cotitrol program to
monitor and detect loan modification fraud and‘to monitor- comphance with-applicable consumer
proteotion and fiiir lending: laws, among otfier things, s provided in Section 4 of tiis Financial
Tnstrment givd ‘acknowledges that the intemal coritrol progiam will bemoititored, a8 provided in
Such:Section.

1) Servieershall sign and deliver an Annval Certification to Fannie Mae and Freddie Mac begmmug on
] 10and again on June I-of gagh year hereafter during the Term, fn the: fonm attactied as
o thic' Agraeimint.

Use of Contractors. Servicer is responsible for the supervision anid management of any contractor that assists in
ihe performance of Services.in conneation with the Pragram. Servicer shall remove and repldoe any contractor
that fails 1o peifoni, Servicershiall engiite that all-ofits contractors gomply with the terms arid prov:snons of tlhie
Agreemiént. Servicer shall'be responsible for theacts or omissions of its contractors as if the acts or omissions
were by the Servicer..

Data Rights.
(8) Fotpurposes of this Seetion, the following definitions apply:

() “Data™ means any recorded information, regardless of fortn of the media-on which it
may b recorded, régarding any of the Séivices providéd in connection with the Program,

(i)  “Limited. Rights” ‘means non-exclusive rights to, without limitation,. use, copy,
maintain, piodify, enhance, disclose, reproduce, propare derivative works, aiid distribute, ifi any
manngr, for ahy pufposerelated to the administration, activitics, review, or audit of, or public
reporting regarding, the Program and to'permit others to-do 50 in connection therewith.
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(i)  “NPBI” means.nonpublic personat Information, as:defiived under the GLB.
(iv) .‘._‘QLE" ingangthe Granun-Leach=Bliley Act, 13 U:S.C. 6801-6809.

{b) Subject to Section 7(c) below, Treasury, Fannie Mac.and Freddie Mac.shall have Limited Rights,
with respect to all Data producedl,developed; or. obtained by, Servicer or conitractor of Servicerin
conricetion witl the Pidgtam, provided, however, that NP1 will riot be transferred by Fanie Mae in
violation of thie GLB.anitl; provided, firther, that Sérvicer acknowledgies and agrees that ahy useof
NPLby, the distribution of NP11o, or thetransfér of NPLamong; Federal, state and local government
'orgamzatmns and -agencics: does not constitute a violation of the GLB for purposes: of the

i ehit. If rétjuosted, scki Diata shall bemadaave ilabloto.the Treasuty; Faitile Mag, or Freddie

Mac-uponrequest ‘of a8 and when ditésted by the Progtamn Docaimentation, i findustry standard

ugsable fotimt:

(o) Servicer-expressly consents to'the publication 6f its iame:as a participant ifthe Progyam, and the
"uge and publicanon of Setvicer's Data, subject to gpplicable state and federal laws régarding
confidemiahty, n. any form and on-any medla utllized by TreaSury, Fannie Mae or Freddle Mac,
'Maa, m conuectmn with lhe Prdgram provsdecl that no Data placod in tlie: pubhc domain w;lt (i)
contain the nashie; sacial security nuiither, or stieet address: of airy horrower or otherinfoimation that
~would dllow.the borrowei to be identiffed; o, (if) if preserited in a forin that links the Setvicer with
the Data, include information othier ihan program performance and pae twipatian relaged-glatistios
'sm,h as the numberof modifications, perforimance of moditications, characteristios ofthic modificd
loans; or ] i coiipénsition or fees, with any information dbout any boirowst Hmited 10
réditworthiness chatacteristies sueh ag debt, inbome, and credit score. In-any Dataprovided to an
enforcement o supervisory agency with jurisdiction over the Serviger, these limitations.on borrower
Anformation doiot apply.

(a) -Servicer shall fiot wiake uge of any Treédsury naie, symbol, emblem, program naing, or product
nifig; i any advertising, s:gnage pramoticiial matetial, press releass; Web page, publication, or
-media interview, without the prior writtenconsent of the Treasury.

(b)-Servicer shall riot pubhsh, or ¢huse to have published, or make public use of Fannic Mag's name,
logos, trademarks, or any infcrmatlon dbout its 1elalioush1p wnth Faume Mae W1thout thc prior

.ﬁ.ﬁ?lﬂ._dtsbretlﬁn

(c) -Servicer Shaull tict publish, or cavse o hdve published, or make public use of Freddie Mac’s name
(i-e., “Freddie Mac” or “Federal Home Loan Mortgage Corporanon”), logos, tragemarks, or any in-
formation about its: relatmns!np with Freddie Mac without the prior written permission of Freddie
Mae, which: pernigsion niay be withdrawn at any time in Freddie:Mac's sole discretion.

Limitation of Liability, INNO EVENT SHALL FANNIE MAE, THE TREASURY, OR FREDDIE MAC,
OR THEIR RESPFC’I IVE. OFFICERS, DIRECTORS, EMPLOYEES, AGENTS OR AFFILIATES BE
LIABLETO SERVICER WITH RESPECT TO THE PROGRAM OR THE AGREEMENT, OR FOR ANY
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ACT OR owss:oN OCCURRING IN CE ‘,NECTION_EWITH THE FOREGOING, FOR

X ENTS TO SER\ ' ANGIAL
AGENT OF THE UNITED STATES IN ACCORDANCE W!TH THE AGREEMENT.

ndemnification. ‘Servicer shall indemnify, ho!d harmless; and pay.for:the. defense of
Fannle Mae the Treasury and’ Fl'eddle Mao and their respectwe
s an g

. fdamaga_. udgments‘.

mcludlng reasonable attorneys fees and costs of

srvicer's breach.of Section § (Rapresentations,

F_ 4 ancial Instrument;. (b) Servicer's negligence, willful

ns under the. Agreement; or (c)-any.injurles to

it caUSed by th 'ns:ghgent| or willful aots
1 ot , t

‘ ] 2618
rviger- agrees o pay or relmburse all _,sts that may be mcurred by
Fannie_ Mze aind Freddie Mac in enforoing this indeminity, ineluding attomeys' fees:

IN'WITNESS. WHEREOF; Setvicer Hereby executas thie Finiansil Instrument of the date-s6t forth bistow.

Bank of Americd; N.A.

AL i, oo
Date:







This Annvial Certifioation’is delivered as provided in Section 1.8, of the Commitment to Purchase Finangial Insirument and Servicer Participation
Agreanent’(thé “Comnijiiignt?); effetive ag of [INSERT], by atid bétween. Fedéril National Mortgage Association (“Fannie Ma Q"), a federally
ghartoisd corporatson weting ad findinclal ajgont of the United States; arid the widersigned party (“Servicer”)-All terms used, but not défiried hergin, shall
have the icaninigs aseribed fo tham divthe Convinitiniit

Servicer horehy contifles, ws of [INSERT DATE ON WHICH CERTIFICATION.IS GIVEN], that;

1. Servicer is established under the laws of'the United Statgs.or-any stte, ter ntory, or possession of the Unjited States b the
Bistrict of Columbla, and has significantoperations in the United States. Servicer had ()l corporate power andauthiority toenter o,
exeeute;and deliver the Agresment and to perform its abligations hereunder and has atl licenses necessary to carey on its business as
now beihg conducted and as comemplated by the Agreament,

2 Servicer is in compliance with, and certifics that all Services have been petformed In compliance: with allapplicable Federal,
stte and local laws, rcgu]alions, rogulatory guidance, statutes, ordmances. cordes.and reguirements; includin £ 1ot linsited to, the
Truth inLending Act, 15 USC 1601 § ot seq., the Home Ownership and Equlty Protection Act, 15 USC§ 1639, tlie Pederal Trade
Commigsion Acdt, 15 USC §-41 et seq., the Bqual Credit Oppotiunity Act, T3USC § 701 et seq.; thie Fair Credit Reporting Act, 15
USC 1681 ot 5y, the Fair Housing Act and other Federal and state laws designed to prevent unt‘au, diserhiinatory or predatory
leiding practices and all applicable laws goveniing tendnt rights, Subjéct1othe following sentence; Servicer has obtained or made 41l
g,ovemmemal approvalgor refgistritions required under Taw and Has:obtained-all corisents fiecessdry toauthorize the perforntancs of its
4131 auons et thi Prograii and the. Agrecment “The perfdrmance OFServices undsr thé: Agrecment Ting rist sanflicted with, or béeh
prolitbited in any waiy by, any. other-agreement or statutory régiiction by whivh Servicer:is botind,: “UREept. (o the extent of dny
contedetual Timitatlons imder applicable-servieing cobiracts to which SeFvicer is subject, Servieer s novawire ofany ottt legal or
financlal inpedinients to perfql‘mmg its obligatiofis uiider the Progranm orthe Agreeinent aiid has profptly notitied Barnie Mas 6fany

iancial imd/oroperational impeditrents which miay inipali- its wbility to performm its obilgations wider th Program or the:Agrcoment.
Sorvicer is nat delinquent on any Federal tax ebligation or.any other debt owed to the Unitad States.oreollested by the United Stites
for the benefit of others, excluding any debts or obligations thatare bising contested in goud fhith,

3 (i) Servicer has performed its.obligatious in accordance with.the Agreement-and has promptly provided suohi petformanice
repottingas. ‘Fannie Mae and: Freddic Mac haye reasonably.required; (ii) all mortgage modifi cauons anchall telal peried modifications
héve been offéed by Servicer to borrowers, fully. documented and: serviced by Servicer in accordance with the Program
Dacutnsatation; and (lh) ll data; collection information and ofhier informetion reported by Servicer to Fannie Mae and Freddie Mae
under thieAgreemeiil, iticluding, but not litnited fo, inforination that was relied upow by Fannié Mae.and Freddie Mag in caleutating the
Purchasg Pride and'in perfornilng aily complmnca revidw, was true, compléie and-aecuraté in all ninterial respicts; and eonsistent with
all felevant servichig fecbrds; ag.and wher provided.

4. Servicer has: (1) perforiied the Services réquired vnder the. Agréembhit in accordande with the practicés, igh professional
standards:ofeare; and degree of attention used va well-thanagéd operation, and 1o 18ss thaiythat whith the Setvicer exeteises for ifself
upider gimilar circumstances; and (i) usedqualified individuals with suitable teaining, education; expefishice 4nd skills to perfor the
Services, Servicer acknowlcdges that Progeam participation reguiredt changes 10, ot the augmentition of s systems, staffing drid

procedures;. Servicer took allactions necessary to-ensure that ithad the capacity:to implement the Pragtaim fivsgcordatice with the
Agreement.

5, Servicer has. complicd. with all regulations on gonflicts of interest that.are applicabils to-Servicer in cqnuecncm with-the
canduct ofits busmeas and all conflicts. ofinterest and non- -disglosure obligations and restrictions:and refated mitigation procedures set
forth i in lhe fry rogram I)ocumenmtion (lf any)

6;- Servmer acknowlcdges ihat the prows:on of‘ false or’ m[slesdmg mi‘ornmtmn lo Fanme Mﬂe 0F l‘rcddua Mag in connoctlon wnh
bribmy, orgratuity violations. feund it Title- 18 Gfthe Um:ed Stales. Code or (b) the cml Fa]se Claiimis Act (3 1) S Co§4 3729~3733)
Servicer has disclosed-to Fainie Mae and Freddis: Mad dny credible évideriee, in Conneétion with the Services, thata Imanagement
official,.cmployee, or contfactor of Sérvicer has committed, or may have coinniltted, & vivlation of the refoiénced: statutes.



7. Servicer has diselosed 1o Fannie Mao and Freddle Mg any-othier flicts or: iitfotiation. that the Tradstry, Rantiie Mg or
Freddie/Me ¢ should reasonably: expget fo-kuow about Servicer and its eontractors:to help protget the roputational riterests of tho
Treasury, Hannie:Mag and Freddie- Mag in managing and irionitoring.the Progearm.

, agwell as. medla andcbnsumer advccacygroup in uinesab
.emd ts: ¢ﬁ‘eciiveness Sérwcer Hiag! reqponded promptly and accurately to all'searchi requests mada by Fannie Mae d Fred
:cmﬂplicd wtlh any relafed pmcedures yihioh: Fatinig Mac {md F‘redche Mae have i it

: {iite about birrowers” records o diisuie. thataity systein of record maintaméd by }-anme Ve o behalt’ofthe Tre-usury is
aceurgte wid gomplete.

e EtoINTer SErvico ‘call benters to regpond to
; Al hiqh nay fedquire inal support-from'Servicer. Servicer iag
provided such additional customer service call support 45 l"anme Mag bras ressonably. requested 1o support the Progras,

19,

: Ic . Servicer has Uéveloped and
léritesited st intérrial otrol pro ram’to nofiitor aiid detect loan modification aud and to onitor compliance-with applicable
ConsUMEH protection atid Fiir: leuding liws, aimbng other things, us: prowded in Sechon 4 oflhe nial Instrument,:

Ii:the event thitangof the ¢eriflcations made hereinars diseovered nat 1o beltvudand orreel, Sérviceragrees to nolify Faniie Mae:and FreddieMac
immcdiangly.

[INSERT FULL LEGALNAME.OF $ERVICER]:

[Nume of" Authomed Dfficial] - Date
[Title of Autliorized Official)






This Assignmiont and Assimption Agreeiént (the “Assignitient and Assumiption, Agreement”) is entered into as of [INSERT
DATE] by and between [INSERT FULL LEGAL NAME OFASSIGNOR] {“Assignor”) and [INSERT FULL LEGAL NAME OF
ASSIGNEE] (“Assignee™). All termis used, but not defined, herein shall have the meanings-ascribed to them tn the Underlying
Agreement (defined below).

WHEREAS, Assighor and Fedoral Nationd) Mortgdge Association, a federally chartered corpotation, as financial agent of the
United -States (“Fannie. Mag”), are parties to a Commltment to, Purchase Financial Instrument and'Servicer Pat{icipation
Agrgement, 1 complete copy of which: (Inc! udmg all exl it lts, mnendments and modifications: thereto) is attaclied heretoand
incorporated hierein by, this:reference {the “Und ' M) .

WHEREAS, Assignor has.agreed to.assign to Assignee: (i) dll-of its rights and obligations under the Underlying Agreement- with
respest to fhie mortgage loavs, identifted on the schedule attached horeto as'Schedule 1 (“Schedule 1"yand/or (f) certaln othartights
and-gbligations under the Underlying Agreomont that ure identified on Schedvile 15-aiid

WHEREAS, Assigneohasagreed to asstune the mortgage loansand othet rights and obligations under-the Underlying Agreement
identified on Sehedule 1.

NOW; THEREFORE, for. good and valuable consideration, the recgipt and sufficiency.of which aré hereby ackniowledged, the
partics hereto agree as follows:

1. Assigoment. Assignor hereby assigns to Assignes allof Assignot's rights and obligations underthe Underlying Agreeuignt with
respeelto the mortgagefoans identified on-Schiedule 1and stich siher righits and obligatiotis under the Uniderlying Agreement that
are’identified 6n Schedule 1,

2, Assumption, Assighee hereby-ageepts the foregoing assignment and assumes-alt-ofithe rights and obligationsof. ASSlgllor under
the Underlymg Agreenient with respeet tothe mortgage loats Identifi ed on Schedule: 1 andsuch other rights and obligations:under
the Underiy[hg Agredment thiat are identificd on Schedule 1.

3. EffectiveDate. Thedateon which the:assignment and:gssumption of rights and obligations under the Underlying Agreement s
sffective is (INSERT EFFECTIVE DATE OF ASSIGNMENT/ASSUMPTION].

4. Sucedssors, All future transfers aind assighments of the mortgage loaris, rights and obligations transfetred and assigned hereby
ave subject to.thetransfer and agsignment provisions-of the Underiymg Agreement, This Assigninent and Assumption Agreement
ghall inure to:the'bienefit.of,.and be binding ujon, the peeiitted sticegssors and: assigns of the parties hereto.

5. Counteiparts. This Assigimeént and Assumption Agreement mgy be executed in counterpaits, each of which shall be an
original, but all of which together constitute one-and the same instrwment,



IN'WITNESS WHEREOF, Assignorand Assignee, by their duly authorized officials, hereby-execute and del fver.this Assigninent
and Assumption: Agreement, togethier with Scheduls.1, effective as of the date-set forthiiSection.3 abiove.

ASSIGNOR: [INSERT FULL LEGAL NAME OF ASSIGNOR] GNEE: [INSERT FULL LEGAL NAME OF

By
N
Title:
Date:




SCHEDULEL.







Cover-Sheet for Transmission of

To: [INSERT FULL LEGAL NAME OF SERVICER] (“Setvicer), [INSERT SERVICER CONTACT]

Erom; Fedetal National Mortgage Association, a federally chartered corporation, as.financiatagent of the Uited
States (“Eamie Mae”™)

Copy To; TheU.S, Departmerit of thie Treasury, [[NSERT-TREASURY CONTACT]

Dite: [INSERT DATE OR TRANSMISSION)]
‘ Lof Transmission: [Fagsimile to [INSERT FAX NUMBER OF SERVICER]) [[Emsul with PDF flle
attachedto [INSERT SERVICER EMAIL ADDRESS)[Specity othet mpthod of electronic el Ivety])

NOTICE

This transthission constitutes noties to- Setviger that the Commifinent to Purchase Financial Instrument and
Servicer Particibation Agreement by and between Famﬁe e and: Servicer: (the “Commitient” and the
Financial Instrument attachod thereto - have been fully executed ‘and sre effective as of the date’ of this
transmission, Thedate of this transiission shall be tlie “ Efféctive Date” of Hie Commitinenit and the Fiiansial
Instiiient,

Copies of the fully oxeeyted Commitment-and Financial Instrument are:attached to this transmission:for your
records.
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Supplemental Directive 09-01 April 6, 2009

Introduction of the Home Affordable Modification Program

Background

On February 18, 2009, President Obama announced the Homeowner Affordability and
Stability Plan to help up to 7 to 9 million families restructure or refinance their mortgages
to avoid foreclosure. As part of this plan, the Treasury Department (Treasury) announced
a national modification program aimed at helping 3 to 4 million at-risk homeowners —
both those who are in default and those who are at imminent risk of default — by reducing
monthly payments to sustainable levels. On March 4, 2009, the Treasury issued uniform
guidance for loan modifications across the morigage industry. This Supplemental
Directive provides additional guidance to servicers for adoption and implementation of
the Home Affordable Modification program (HAMP) for mortgage loans that are not
owned or guaranteed by Fannie Mae or Freddie Mac (Non-GSE Mortgages).

Under the HAMP, a servicer will use a uniform loan modification process to provide a
borrower with sustainable monthly payments. The guidelines set forth in this document
apply to all eligible mortgage loans secured by one- to four-unit owner-occupied single-
family properties.

In order for a servicer to participate in the HAMP with respect to Non-GSE Mortgages,
the servicer must execute a servicer participation agreement and related documents
{Servicer Participation Agreement) with Fannie Mae in its capacity as financial agent for
the United States (as designated by Treasury) on or before December 31, 2009. The
Servicer Participation Agreement will govern servicer participation in the HAMP
program for all Non-GSE Mortgages. Servicers of mortgage loans that are owned or
guaranteed by Fannie Mae or Freddie Mac should refer to the HAMP announcement
issued by the applicable GSE.

The HAMP reflects usual and customary industry standards for mortgage loan
modifications contained in typical servicing agreements, including pooling and servicing
agreements (PSAs) governing private label securitizations. As detailed in the Servicer
Participation Agreement, participating servicers are required to comsider all eligible
mortgage loans unless prohibited by the rules of the applicable PSA and/or other investor
servicing agreements. Participating servicers are required to use reasonable efforts to
remove any prohibitions and obtain waivers or approvals from all necessary parties in
order to carry out any modification under the HAMP.




To help servicers implement the HAMP, this Supplemental Directive covers the
following topics:

HAMP Eligibility
Underwriting
Modification Process
Reporting Requirements
Fees and Compensation
Compliance

¢ & & & 3 0

HAMP Eligibility

A Non-GSE Mortgage is eligible for the HAMP if the servicer verifies that all of the
following criteria are met:

e The mortgage loan is a first lien mortgage loan originated on or before Janvary 1,
2009.

e The mortgage loan has not been previously modified under the HAMP.

e The mortgage loan is delinquent or default is reasonably foreseeable; loans currently
in foreclosure are eligible.

¢ The mortgage loan is secured by a one- to four-unit property, one unit of which is the
borrower’s principal residence. Cooperative share mortgages and mortgage loans
secured by condominium units are ecligible for the HAMP. Loans secured by
manufactured housing units are eligible for the HAMP.

e The property securing the mortgage loan must not be vacant or condemned.
The borrower documents a financial hardship and represents that (s)he does not have
sufficient liquid assets to make the monthly mortgage payments by completing a
Home Affordable Modification Program Hardship Affidavit and provides the
required income documentation. The documentation supporting income may not be
more than 90 days old (as of the date the servicer is determining HAMP eligibility).

¢ The borrower has a monthly mortgage payment ratio of greater than 31 percent.

¢ A borrower in active litigation regarding the mortgage loan is eligible for the HAMP.

¢ The servicer may not require a borrower to waive legal rights as a condition of the
HAMP.

¢ A borrower actively involved in a bankruptcy proceeding is eligible for the ITAMP at
the servicer’s discretion. Borrowers who have received a Chapter 7 bankrtuptcy
discharge in a case involving the first lien mortgage who did not reaffirm the
mortgage debt under applicable law are eligible, provided the Home Affordable
Modification Trial Period Plan and Home Affordable Modification Agreement are
revised as outlined in the Acceptable Revisions to HAMP Documents section of this
Supplemental Directive.

s The borrower agrees to set up an escrow account for taxes and hazard and flood
insurance prior to the beginming of the trial period if one does not currently exist.

* Borrowers may be accepted into the program if a fully executed Home Affordable
Modification Trial Period Plan is in the servicer’s possession on December 31, 2012.

Supplemental Directive 09-01
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Suppmntl Directive 03-01

¢ The current unpaid principal balance (UPB) of the mortgage loan prior to
capitalization must be no greater than:
o 1 Unit: §729,750
o 2 Units: $934,200
o 3 Units: $1,129,250
o 4 Unifts: $1,403,400

Note: Mortgage loans insured, guaranteed or held by a federal government agency (e.g.,
FHA, HUD, VA and Rural Development) may be ¢ligible for the HAMP, subject to
guidance issued by the relevant agency. Further details regarding inclusion of these loans
in the HAMP will be provided in a subsequent Supplemental Directive.

The HAMP documents are available through www.financialstability.gov. Documents
include the Home Affordable Modification Trial Period Plan (hereinafter referred to as
Trial Period Plan), the Home Affordable Modification Agreement (hereinafter referred to
as the Agreement), the Home Affordable Modification Program Hardship Affidavit
(hereinafter referred to as the Hardship Affidavit} and various cover letters.

Underwriting

Hardship Affidavit

Every borrower and co-borrower seeking a modification, whether in default or not, must
sign a Hardship Affidavit that attests to and describes one or more of the following types
of hardship:

A reduction in or loss of income that was supporting the mortgage.

A change in household financial ¢ircumstances.

A recent or upcoming increase in the monthly mortgage payment.

An increase in other expenses.

A lack of sufficient cash reserves to maintain payment on the mortgage and cover

basic living expenses at the same time. Cash reserves include assets such as cash,

savings, money market funds, marketable stocks or bonds (excluding retirement
accounts and assets that serve as emergency fund — generally equal to three times the
borrower’s monthly debt payments).

6. Excessive monthly debt payments and overextension with creditors, e.g., the
borrower was required to use credit cards, a home equity loan, or other credit to make
the mortgage payment.

7. Other reasons for hardship detailed by the borrower.

Al

Note: The borrower is not required to have the Hardship Affidavit notarized.

Reasonably Foreseeable (Imminent) Default

A borrower that is current or less than 60 days delinquent who contacts the servicer for a
modification, appears potentially cligible for a modification, and claims a hardship must
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be screened for imminent default. The servicer must make a determination as to whether
a payment default is imminent based on the servicer’s standards for imminent default and
consistent with applicable contractual agreements and accounting standards. If the
servicer determines that default is imminent, the servicer must apply the Net Present
Value test.

In the process of making its imminent default determination, the servicer must evaluate
the borrower’s financial condition in light of the borrower’s hardship as well as inquire as
to the condition of and circumstances affecting the property securing the mortgage loan.
The servicer must consider the borrower’s financial condition, liquid assets, liabilities,
combined monthly income from wages and all other identified sources of income,
monthly obligations (including personal debts, revolving accounts, and installment
loans), and a reasonable allowance for living expenses such as food, utilities, etc. The
hardship and financial condition of the borrower shall be verified through documentation.

Documenting the Reason for and Timing of Imminent Default

A servicer must document in its servicing system the basis for its determination that a
payment default is imminent and retain all documentation used to reach its conclusion.
The servicer’s documentation must also include information on the borrower’s financial
condition as well as the condition and circumstances of the property securing the
mortgage loan.

Net Present Value (NPV) Test

All loans that meet the HAMP ¢ligibility criteria and are either deemed to be in imminent
default (as described above) or 60 or more days delinquent must be evaluated using a
standardized NPV test that compares the NPV result for a modification to the NPV result
for no modification. If the NPV result for the modification scenario is greater than the
NPV result for no modification, the result is deemed “positive™ and the servicer MUST
offer the modification. If the NPV result for no modification is greater than NPV result
for the modification scenario, the modification result is deemed “negative” and the
servicer has the option of performing the modification in its discretion. For mortgages
serviced on behalf of a third party investor for which the modification result is deemed
“negative,” however, the servicer may not perform the modification without express
permission of the investor. If a modification is not pursued when the NPV result is
“negative,” the servicer must consider the borrower for other foreclosure prevention
options, including alternative modification programs, deeds-in-lieu, and preforeclosure

sale programs.

Whether or not a modification is pursued, the servicer MUST maintain detailed
documentation of the NPV model used, all NPV inputs and assumptions and the NPV
results.

Fannie Mae has developed a software application for servicers to submit loan files to the
NPV calculator. The software application is available on the Home Affordable

Supplemental Directive 09-01
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Modification servicer web portal accessible through www.financialstability.gov. On this

portal, servicers will have access to the NPV calculator tool as well as detailed guidelines
for submitting proposed modification data.

Servicers having at least a $40 billion servicing book will have the option to create a
version of the NPV calculator that uses a set of cure rates and redefault rates estimated
based on the experience of their own portfolios, taking into consideration, if feasible,
current LTV, current monthly mortgage payment, current credit score, delinquency status
and other loan or borrower attributes. Detailed guidance on required inputs for custom
NPV calculations is forthcoming.

For mortgages serviced on behalf of a third party investor, the servicer must use a
discount rate at least as high as the rate used on the servicer’s own portfolio, but in no
event higher than the maximum rate permitted under the HAMP.

To obtain a property valuation input for the NPV calculator, servicers may use either an
automated valuation model (AVM), provided that the AVM renders a reliable confidence
score, or a broker’s price opinion (BPO). A servicer may vse an AVM provided by one
of the GSEs. As an alternative, servicers may rely on their internal AVM provided that:

(1) the servicer is subject to supervision by a Federal regulatory agency;
(if)  the servicer’s primary Federal regulatory agency has reviewed the model; and
(i)  the AVM renders a reliable confidence score.

If a GSE AVM or the servicer AVM is unable to render a value with a reliable
confidence score, the servicer must obtain an assessment of the property value utilizing a
BPO or a property valuation method acceptable to the servicer’s Federal regulatory
supervisor. Such assessment must be rendered in accordance with the Interagency
Appraisal and Evaluation Guidelines (as if such guidelines apply to loan modifications).
In all cases, the property valuation used cannot be more than 90 days old.

Verifying Borrower Income and Occupancy Status

Servicers may use recent verbal financial information obtained from the borrower and
any co-borrower 90 days or less from the date the servicer is determining HAMP
eligibility to assess the borrower’s eligibility. The servicer may rely on this information
to prepare and send to the borrower a solicitation for the HAMP and an offer of a Trial
Period Plan. When the borrower returns the Trial Period Plan and related documents, the
servicer must review them to verify the borrower’s financial information and eligibility —
except that documentation of income may not be more than 90 days old as of the
determination of eligibility.

As an alternative, a servicer may require a borrower to submit the required
documentation to verify the borrower’s eligibility and income prior to preparing a Trial
Period Plan. Upon receipt of the documentation and determination of the borrower’s
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eligibility, a servicer may prepare and send to the borrower a letter indicating that the
borrower is eligible for the HAMP together with a Trial Period Plan.

The borrower will only qualify for the HAMP if the verified income documentation
confirms that the monthly mortgage payment ratio prior to the modification is greater
than 31 percent. The “monthly mortgage payment ratio” is the ratio of the borrower’s
current monthly mortgage payment to the borrower’s monthly gross income (or the
borrowers’” combined monthly gross income in the case of co-borrowers). The “monthly
mortgage payment” includes the monthly payment of principal, interest, property taxes,
hazard insurance, flood insurance, condominium association fees and homeowner’s
association fees, as applicable (including any escrow payment shortage amounts subject
to a repayment plan). When determining a borrower’s monthly mortgage payment ratio,
servicers must adjust the borrower’s current mortgage payment to include, as applicable,
property taxes, hazard insurance, flood insurance, condominium association fees and
homeowner’s association fees if these expenses are not already included in the
borrower’s payment. The monthly mortgage payment does not include mortgage
insurance premium payments or payments due to holders of subordinate liens.

With respect to adjustable rate loans where there is a rate reset scheduled within 120 days
after the date of the evaluation (a “Reset ARM”), the monthly mortgage payment used to
determine eligibility will be the greater of (i) the borrower’s current scheduled monthly
mortgage payment or (ii) a fully amortizing monthly mortgage payment based on the note
reset rate using the index value as of the date of the evaluation (the “Reset Interest
Rate™). With respect to adjustable rate loans that reset more than 120 days after the date
of the evaluation, the borrower’s current scheduled monthly mortgage payment will be
used to determine eligibility.

The borrower’s “monthly gross income™ is the borrower’s income amount before any
payroll deductions and includes wages and salaries, overtime pay, commissions, fees,
tips, bonuses, housing allowances, other compensation for personal services, Social
Security payments, including Social Security received by adults on behalf of minors or by
minors intended for their own support, and monthly income from annuities, insurance
policies, retirement funds, pensions, disability or death benefits, unemployment benefits,
rental income and other income. If only net income is available, the servicer must
multiply the net income amount by 1.25 to estimate the monthly gross income.

Servicers should include non-borrower household income in monthly gross income if it is
voluntarily provided by the borrower and if there is documentary evidence that the
income has been, and reasonably can continue to be, relied upon to support the mortgage
payment. All non-borrower household income included in monthly gross income must
be documented and verified by the servicer using the same standards for verifying a
borrower’s income.

The servicer may not require a borrower to malke an up-front cash contribution (other
than the first trial period payment) for the borrower to be considered for the HHAMP.
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The HAMP documents instruct the borrower (the term “borrower” includes any co-
barrower) to provide the following financial information to the servicer:

If the borrower is employed:

e A signed copy of the most recently filed federal income tax return, including ail
schedules and forms, if available,

* A signed IRS Form 4506-T (Request for Transcript of Tax Return), and
Copies of the two most recent paystubs indicating year-to-date carnings.
For additional income such as bonuses, commissions, fees, housing allowances,
tips and overtime, a servicer must obtain a letter from the employer or other
reliable  third-party documentation indicating that the income will in all
probability continue.

If the borrower is self-employed:
e A signed copy of the most recent federal income tax return, including all
schedules and forms, if available,
¢ Assigned IRS Form 4506-T (Request for Transcript of Tax Return), and
e The most recent quarterly or year-to-date profit and loss statement for each self-
employed borrower.
e Other reliable third-party documentation the borrower voluntarily provides.

Note: For both a salaried or a self-employed borrower, if the borrower does not provide a
signed copy of the most recently filed federal income tax return, or if the Compliance
Agent so requires, the servicer must submit the Form 4506-T to the IRS to request a
transcript of the return.

If the borrower elects to use alimony or child support income to qualify, acceptable
documentation includes:
¢ Photocopies of the divorce decree, separation agrecment, or other type of legal
written agreement or court decree that provides for the payment of alimony or
child support and states the amount of the award and the period of time over
which it will be received. Servicers must determine that the income will continue
for at least three years.
* Documents supplying reasonably reliable evidence of full, regular and timely
payments, such as deposit slips, bank statements or signed federal income tax
returns.

If the borrower has other income such as social security, disability or death benefits, or a
pension:

e Acceptable documentation includes letters, exhibits, a disability policy or benefits
statement from the provider that states the amount, frequency, and duration of the
benefit. The servicer must determine that the income will continue for at least
three years.

e The servicer must obtain copies of signed federal income tax returns, IRS W-2
forms, or copies of the two most recent bank statements.

pplelDirecﬁve 09-01
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If the borrower receives public assistance or collects unemployment:
e Acceptable documentation includes letters, exhibits or a benefits statement from
the provider that states the amount, frequency, and duration of the benefit. The
servicer must determine that the income will continue for at least nine months.

If the borrower has rental income, acceptable documentation includes:
¢ Copies of all pages from the borrower’s most recent two years of signed federal
income tax returns and Schedule E — Supplemental Income and Loss. The
monthly net rental income to be calculated for HAMP purposes equals 75 percent
of the gross rent, with the remaining 25 percent considered vacancy loss and
maintenance expense.

A servicer must confirm that the property securing the mortgage loan is the borrower’s
primary residence as evidenced by the most recent signed federal income tax return (or
transcript of tax return obtained from the IRS), a credit report and one other form of
documentation that would supply reasonable evidence that the property is the borrower’s
primary residence (such as utility bills in the borrower’s name).

A servicer is not required to modify a mertgage loan if there is reasonable evidence
indicating the borrower submitted false or misleading information or otherwise engaged
in fraud in connection with the modification.

Standard Modification Waterfall

Servicers are required to consider a borrower for a refinance through the Hope for
Homeowners program when feasible. Consideration for a Hope for Homeowners
refinance should not delay eligible borrowers from receiving a modification offer and
beginning the trial period. Servicers must use the modification options listed below to
begin the HAMP modification and work to complete the Hope for Homeowners refinance
during the trial period.

Servicers must apply the modification steps enumerated below in the stated order of
succession until the borrower’s monthly mortgage payment ratio is reduced as close as
possible to 31 percent, without going below 31 percent (the “target monthly mortgage
payment ratio™). If the applicable PSA or other investor servicing agreement prohibits
the servicer from taking a modification step, the servicer may seek approval for an
exception.

Servicers are not precluded under the HAMP from agreeing to a modification that
reduces the borrower’s monthly mortgage payment ratio below 31% as long as the
modification otherwise complies with the HAMP requirements. Similarly and where
otherwise permitted by the applicable PSA or other investor servicing contract, servicers
are not precluded under the HAMP from agreeing to a modification where the interest
rate does not step up after five years, or where additional principal forbearance is
substituted for extending the term as needed to achieve the target monthly mortgage
payment ratio of 31%, so long as the modification otherwise complics with HAMP
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requirements. However, borrower, servicer and investor incentive payments for these
modifications will be paid based on modification terms that reflect the target monthly
mortgage payment ratio and standard modification terms.

Note: If a borrower has an adjustable-rate mortgage (ARM) or interest-only mortgage,
the existing interest rate will convert to a fixed interest rate, fully amortizing loan.

Step 1: Capitalize accrued interest, out-of-pocket escrow advances to third parties, and
any required escrow advances that will be paid to third parties by the servicer during the
trial period and servicing advances (costs and expenses incurred in performing its
servicing obligation, such as those related to preservation and protection of the security
property and the enforcement of the mortgage) paid to third parties in the ordinary course
of business and not retained by the servicer, if allowed by state law. The servicer should
capitalize only those third party delinquency fees that are reasonable and necessary. Fees
permitted by Fannie Mae and Freddie Mac for GSE loans shall be considered evidence of
fees that would be reasonable for non-GSE loans. Late fees may not be capitalized and
must be waived if the borrower satisfies all conditions of the Trial Period Plan.

Step 2: Reduce the interest rate. If the loan is a fixed rate mortgage or an adjustable-rate
mortgage, then the starting interest rate is the current interest rate. If the loan is a Reset
ARM, the starting interest rate is the Reset Interest Rate.

Reduce the starting interest rate in increments of .125 percent to get as close as possible
to the target monthly mortgage payment ratio. The interest rate floor in all cases is 2.0
percent.

— If the resulting rate is below the Interest Rate Cap, this reduced rate will be in
effect for the first five years followed by annual increases of one percent per year
(or such lesser amount as may be needed) until the interest rate reaches the
Interest Rate Cap, at which time it will be fixed for the remaining foan term.

—~ If the resulting rate exceeds the Interest Rate Cap, then that rate is the permanent
rate.

The “Interest Rate Cap” is the Freddie Mac Weekly Primary Mortgage Market Survey
(PMMS) Rate for 30-year fixed rate conforming loans, rounded to the nearest 0.125
percent, as of the date that the Agreement is prepared.

Step 3: If necessary, extend the term and reamortize the mortgage loan by up to 480
months from the medification effective date (i.e., the first day of the month following the
end of the trial period) to achieve the target monthly mortgage payment ratio. If a term
extension is not permitted under the applicable PSA or other investor servicing
agreement, reamortize the mortgage loan based upon an amortization schedule of up to
480 months with a balloon payment due at maturity. Negative amortization after the
effective date of the modification is prohibited.

Step 4: If necessary, the servicer must provide for principal forbearance to achieve the
target monthly mortgage payment ratio. The principal forbearance amount is non-interest
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bearing and non-amortizing. The amount of principal forbearance will result in a balloon
payment fully due and payable upon the earliest of the borrower’s transfer of the
property, payoff of the interest bearing unpaid principal balance, or maturity of the
mortgage loan. The modified interest bearing balance (i.e., the unpaid principal balance
excluding the deferred principal balloon amount) must create a current mark-to-market
LTV (current LTV based upon the new valuation) greater than or equal to 100 percent if
the result of the NPV test is negative and the servicer elects to perform the modification.

There is no requirement to forgive principal under the HAMP. However, servicers may
forgive principal to achieve the target monthly mortgage payment ratio on a standalone
basis or before any step in the standard waterfall process set forth above. If principal is
forgiven, subsequent steps in the standard waterfall may not be skipped. If principal is
forgiven and the interest rate is not reduced, the existing rate will be fixed and treated as
the modified rate for the purposes of the Interest Rate Cap.

Verifying Monthly Gross Expenses

A servicer must obtain a credit report for each borrower or a joint report for a married
couple who are co-borrowers to validate installment debt and other liens. In addition, a
servicer must consider information concerning monthly obligations obtained from the
borrower either orally or in writing. The “monthly gross expenses” equal the sum of the
following monthly charges:

e The monthly mortgage payment, taxes, property insurance, homeowner’s or
condominium association fee payments and assessments related to the property
whether or not they are included in the mortgage payment.

Any mortgage insurance premiums.

Monthly payments on all closed-end subordinate mortgages.

Payments on all installment debts with more than ten months of payments
remaining, including debts that are in a period of either deferment or forbearance.
When payments on an installment debt are not on the credit report or are listed as
deferred, the servicer must obtain documentation to support the payment amount
included in the monthly debt payment. If no monthly payment is reported on a
student loan that is deferred or is in forbearance, the servicer must obtain
documentation verifying the proposed monthly payment amount, or use a
minimum of 1.5 percent of the balance.

e Monthly payment on revolving or open-end accounts, regardless of the balance.
In the absence of a stated payment, the payment will be calculated by multiplying
the outstanding balance by 3 percent.

e Monthly payment on a Home Equity Line of Credit (HELOC) must be inciuded in
the payment ratio using the minimum monthly payment reported on the credit
report. If the HELOC has a balance but no monthly payment is reported, the
servicer must obtain documentation verifying the payment amount, or use a
minimum of one percent of the balance,

» Alimony, child support and separate maintenance payments with more than ten
months of payments remaining, if supplied by the borrower.
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e Car lease payments, regardless of the number of payments remaining.

» Aggregate negative net rental income from all investment properties owned, if
supplied by the borrower.

e Monthly mortgage payment for second home (principal, interest, taxes and
insurance and, when applicable, leaschold payments, homeowner association
dues, condominium unit or cooperative unit maintenance fees (excluding unit
utility charges)).

Total Monthly Debt Ratio

The borrower’s total monthly debt ratio (“back-end ratio™) is the ratio of the borrower’s
monthly gross expenses divided by the borrower’s monthly gross income. Servicers will
be required to send the Home Affordable Modification Program Counseling Letter to
borrowers with a post-HAMP modification back-end ratio equal to or greater than 55
percent.  The letter states the borrower must work with a HUD-approved housing
counselor on a plan to reduce their total indebtedness below 35 percent. The letter also
describes the availability and advantages of counseling and provides a list of local HUD-
approved housing counseling agencies and directs the borrower to the appropriate HUD
website where such information is located. The borrower must represent in writing in the
HAMP documents that (s)}he will obtain such counseling.

Face-to-face counseling is encouraged; however, telephone counseling is also permitted
from HUD-approved housing counselors provided it covers the same topics as face-to-
face sessions. Telephone counseling sessions provide flexibility to borrowers who are
unable to attend face-to-face sessions or who do not have an eligible provider within their
area.

A list of approved housing counseling agencies is available at
http://www.hud.gov/offices/hsg/sth/hec/fe/ or by calling the toll-free housing counseling
telephone referral service at 1-800-569-4287. A servicer must retain in its mortgage files
evidence of the borrower notification. There is no charge to either borrowers or servicers
for this counseling.

Mortgages with No Due-on-Sale Provision

If a mortgage that is not subject to a duec-on-sale provision receives an HAMP, the
borrower agrees that the HAMP will cancel the assumability feature of that mortgage.

Escrow Accounts

All of the borrower’s monthly payments must include a monthly escrow amount unless
prohibited by applicable law. The servicer must assume full responsibility for
administering the borrower’s escrow deposit account in accordance with the mortgage
documents and all applicable laws and regulations. If the mortgage loan being
considered for the HAMP is a non-escrowed mortgage loan, the servicer must establish
an escrow deposit account prior to the beginning of the trial period. Servicers who do not
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have this capacity must implement an escrow process within six months of signing the
Servicer Participation Agreement. However, the servicer must ensure that the trial
payments include escrow amounts and must place the escrow funds info a separate
account identified for escrow deposits.

Servicers are encouraged to perform an escrow analysis prior to establishing the trial
period payment. When performing an escrow analysis, servicers should take into
consideration tax and insurance premiums that may come due during the trial period.
When the borrower’s escrow account does not have sufficient funds to cover an expense
and the servicer advances the funds necessary to pay an expense to a third party, the
amount of the servicer advance that is paid to a third party may be capitalized.

In the event the initial escrow analysis identifies a shortage — a deficiency in the escrow
deposits needed to pay all future tax and insurance payments — the servicer must take
steps to eliminate the shortage. Any actions taken by the servicer to eliminate the escrow
shortage must be in compliance with applicable laws, rules and regulations, including,
but not limited to, the Real Estate Settlement Procedures Act and the Truth in Lending
Act.

Compliance with Applicable Laws

Each servicer (and any subservicer it uses) must be aware of, and in full compliance with,
all federal, state, and local laws (including statutes, regulations, ordinances,
administrative rules and orders that have the effect of law, and judicial rulings and
opinions) — including, but not limited to, the following laws that apply to any of its
practices related to the HAMP:

e Section 5 of the Federal Trade Commission Act, which prohibits unfair or
deceptive acts or practices.

e The Equal Credit Opportunity Act and the Fair Housing Act, which prohibit
discrimination on a prohibited basis in connection with mortgage transactions.
Loan modification programs are subject to the fair lending laws, and servicers and
lenders should ensure that they do not treat a borrower less favorably than other
borrowers on grounds such as race, religion, national origin, sex, marital or
familial status, age, handicap, or receipt of public assistance income in connection
with any loan modification. These laws also prohibit redlining.

e The Real Estate Settlement Procedures Act, which imposes certain disclosure
requirements and restrictions relating to transfers of the servicing of certain loans
and escrow accounts.

e The Fair Debt Collection Practices Act, which restricts certain abusive debt
collection practices by collectors of debts, other than the creditor, owed or due to
another.

Supplemental Diretive 09-01
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Modification Process

Borrower Solicitation

Servicers should follow their existing practices, including complying with any express
contractual restrictions, with respect to solicitation of borrowers for modifications.

A servicer may receive calls from current or delinquent borrowers directly inquiring
about the availability of the HAMP. In that case, the servicer should work with the
borrower to obtain the borrower’s financial and hardship information and to determine if
the HAMP is appropriate. If the servicer concludes a current borrower is in danger of
imminent default, the servicer must consider an HAMP modification.

When discussing the HAMP, the servicer should provide the borrower with information
designed to help them understand the modification terms that are being offered and the
modification process. Such communication should help minimize potential borrower
confusion, foster good customer relations, and improve legal compliance and reduce
other risks in connection with the transaction. A servicer also must provide a borrower
with clear and understandable written information about the material terms, costs, and
risks of the modified mortgage loan in a timely manner to enable borrowers to make
mformed decisions. The servicer should inform the borrower during discussions that the
successful completion of a modification under the HAMP will cancel any assumption
feature, variable or step-rate feature, or enmhanced payment options in the borrower’s
existing loan, at the time the loan is modified.

Servicers must have adequate staffing, resources, and facilities for receiving and
processing the HAMP documents and any requested information that is submitted by
borrowers. Servicers must also have procedures and systems in place to be able to
respond to inquiries and complaints about the HAMP. Servicers shounld ensure that such
inquiries and complaints are provided fair consideration, and timely and appropriate
responses and resolution.

" Document Retention

Servicers must retain all documents and information received during the process of
determining borrower eligibility, including borrower income verification, total monthly
mortgage payment and total monthly gross debt payment calculations, NPV calculations
(assumptions, inputs and outputs), evidence of application of each step of the standard
waterfall, escrow analysis, escrow advances, and escrow set-up. The servicers must
retain all documents and information related to the monthly payments during and after
the trial period, as well as incentive payment calculations and such other required
documents.

Servicers must retain detailed records of borrower solicitations or borrower-initiated
inquiries regarding the HAMP, the outcome of the evaluation for modification under the
HAMP and specific justification with supporting details if the request for modification
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under the HAMP was denied. Records must also be retained to document the reason(s)
for a trial modification failure. If an HAMP modification is not pursued when the NPV
result is “negative,” the servicer must document its consideration of other foreclosure
prevention options. If a borrower under an HAMP modification loses good standing, the
servicer must retain documentation of its consideration of the borrower for other loss
mitigation alternatives.

Servicers must retain required documents for a period of seven years from the date of the
document collection.

Temporary Suspension of Foreclosure Proceedings

To ensure that a borrower currently at risk of foreclosure has the opportunity to apply for
the HAMP, servicers should not proceed with a foreclosure sale until the borrower has
been evaluated for the program and, if eligible, an offer to participate in the HAMP has
been made. Servicers must use reasonable efforts to contact borrowers facing foreclosure
to determine their eligibility for the HAMP, including in-person contacts at the servicer’s
discretion. Servicers must not conduct foreclosure sales on loans previously referred to
foreclosure or refer new loans to foreclosure during the 30-day period that the borrower
has to submit documents evidencing an intent to accept the Trial Period Plan offer.
Except as noted herein, any foreclosure sale will be suspended for the duration of the
Trial Period Plan, including any period of time between the borrower’s execution of the
Trial Period Plan and the Trial Period Plan effective date.

However, borrowers in Georgia, Hawaii, Missouri, and Virginia will be considered to
have failed the trial period if they are not current under the terms of the Trial Period Plan
as of the date that the foreclosure sale is scheduled. Accordingly, servicers of HAMP
Ioans secured by properties in these states may proceed with the foreclosure sale if the
borrower has not made the trial period payments required to be made through the end of
the month preceding the month in which the foreclosure sale is scheduled to occur.

Mortgage Insurer Approval

If applicable, a servicer must obtain mortgage insurer approval for HAMP modifications.
Servicers should consult their mortgage insurance providers for specific processes related
to the reporting of modified terms, payment of premiums, payment of claims, and other
operational matters in connection with mortgage loans modified under the HAMP.

Executing the HAMP Documents

Servicers must use a two-step process for HAMP modifications. Step one involves
providing a Trial Period Plan outlining the terms of the trial period, and step two involves
providing the borrower with an Agreement that outlines the terms of the final
modification.

Supplemental Directive 09-01
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In step one, the servicer should instruct the borrower to return the signed Trial Period
Plan, together with a signed Hardship Affidavit and income verification documents (if
not previously obtained from the borrower), and the first trial period payment (when not
using automated drafting arrangements), to the servicer within 30 calendar days after the
Trial Period Plan is sent by the servicer. The servicer is encouraged to contact the
borrower before the expiration of the 30-day period if the borrower has not yet responded
to encourage submission of the material. The servicer may, in its discretion, consider the
offer of a Trial Period Plan to have expired at the end of 60 days if the borrower has not
submitted both an executed Trial Period Plan and complete documentation as required
under the Trial Period Plan. If the borrower’s submission is incomplete, the servicer
should work with the borrower to complete the Trial Period Plan submission. Note: The
borrower is not required to have the Hardship Affidavit notarized.

Upon receipt of the Trial Period Plan from the borrower, the servicer must confirm that
the borrower meets the underwriting and eligibility criteria. Once the servicer makes this
determination and has received good funds for the first month’s trial payment, the
servicer should sign and immediately return an executed copy of the Trial Period Plan to
the borrower. Payments made by the borrower under the terms of the Trial Period Plan
will count toward successful completion irrespective of the date of the executed copy of
the Trial Period Plan.

If the servicer determines that the borrower does not meet the underwriting and eligibility
standards of the HAMP after the borrower has submitted a signed Trial Period Plan to the
servicer, the servicer should promptly communicate that determination to the borrower in
writing and consider the borrower for another foreclosure prevention alternative.

In siep two, servicers must calculate the terms of the modification using verified income,
taking into consideration amounts to be capitalized during the trial period. Servicers are
encouraged to wait to send the Agreement to the borrower for execution until after receipt
of the second to the last payment under the trial period. Note: the borrower is not
required to have the Agreement notarized.

Servicers are reminded that all HAMP documentation must be signed by an anthorized
representative of the servicer and reflect the actual date of signature by the servicer's
representative,

Acceptable Revisions to HAMP Documents

Servicers are strongly encouraged to use the HAMP documents available through
www.financialstability.gov. Should a servicer decide to revise the HAMP documents or
draft its own HAMP documents, it must obtain prior written approval from Treasury or
Fannie Mae with the exception of the following circumstances:

e The servicer must revise the HAMP documents as necessary to comply with
Federal, State and local law. For example, in the event that the HAMP results in a
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principal forbearance, servicers are obligated to modify the uniform instrument to
comply with laws and regulations governing balloon disclosures.

e The servicer may include, as necessary, conditional language in HAMP offers and
modification agreements indicating that the HAMP will not be implemented
unless the servicer receives an acceptable title endorsement, or similar title
insurance product, or subordination agreements from other existing lien holders,
as necessary, to ensure that the modified mortgage loan retains its first lien
position and is fully enforceable.

e [f the borrower previously received a Chapter 7 bankruptcy discharge but did not
reaffirm the mortgage debt under applicable law, the following language must be.
inserted in Section 1 of the Trial Period Plan and Section 1 of the Agreement: “I
was discharged in a Chapter 7 bankruptey proceeding subsequent to the execution
of the Loan Documents. Based on this representation, Lender agrees that 1 will
not have personal liability on the debt pursuant to this Agreement.”

e The servicer may include language in the HAMP cover letter providing
instructions for borrowers who elect to use an aufomated payment method to
make the trial period payments.

Unless a borrower or co-borrower is deceased or a borrower and a co-borrower are
divorced, all parties who signed the original loan documents or their duly authorized
representative(s) must execute the HAMP documents. If a borrower and a co-borrower
are divorced and the property has been transferred to one spouse in the divorce decree,
the spouse who no longer has an interest in the property is not required to execute the
HAMP documents. Servicers may evaluate requests on a case-by-case basis when the
borrower is unable to sign due to circumstances such as mental incapacity, military
deployment, etc. Furthermore, a borrower may elect to add a new co-borrower.

Use of Electronic Records

" Electronic records for HAMP are acceptable as long as the electronic record complies
with applicable law.

Assignment to MERS

If the original mortgage loan was registered with Mortgage Electronic Registration
Systems, Inc. (MERS) and the originator elected to name MERS as the original
mortgagee of record, solely as nominee for the lender named in the security instrument
and the note, the servicer MUST make the following changes to the Agreement:

(a) Insert a new definition under the “Property Address” definition on page 1, which
reads as follows:

“MERS” is Mortgage Electronic Registration Systems, Inc. MERS is a separate
corporation that is acting solely as a nominee for lender and lender’s successors and
assigns. MERS is the mortgagee under the Mortgage. MERS is organized and existing
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under the laws of Delaware, and has an address and telephone number of P.O. Box 2026,
Flint, MI 48501-2026, (888) 679-MERS.

(b) Add as section 4.5.:

That MERS holds only legal title to the interests granted by the borrower in the mortgage,
but, if necessary to comply with law or custom, MERS (as nominee for lender and
lender’s successors and assigns) has the right: to exercise any or all of those interests,
including, but not limited to, the right to foreclose and sell the Property; and to take any
action required of lender including, but not limited to, releasing and canceling the
mortgage loan.

{¢) MERS must be added to the signature lines at the end of the Agreement, as follows:

Mortgage Electronic Registration
Systems, Inc. — Nominee for Lender

The servicer may execute the Agreement on behalf of MERS and, if applicable, submit it
for recordation.

Trial Payment Period

Servicers may usec recent verbal financial information to prepare and offer a Trial Period
Plan. Servicers are not required to verify financial information prior to the effective date
of the trial period. The servicer must service the mortgage loan during the trial period in
the same manner as it would service a loan in forbearance.

The trial period is three months in duration (or longer if necessary to comply with
applicable contractual obligations). The borrower must be current under the terms of the
Trial Period Plan at the end of the trial period to receive a permanent foan modification.
Current in this context is defined as the borrower having made all required trial period
payments no later than 30 days from the date the final payment is due.

The effective date of the trial period will be set forth in the Trial Period Plan. Tn most
cases, the effective date is the first day of the month following the servicer’s mailing of
the offer for the Trial Period Plan. The trial period extends for two (or more if necessary
to comply with applicable contractual obligations) additional payments after the effective
date.

Servicers are encouraged fo require automated payment methods, such as automatic
payment drafting. If automatic payment drafting is required, it must be used by all
HAMP borrowers, unless a borrower opts out.

If the verified income evidenced by the borrower’s documentation exceeds the initial
income information used by the servicer to place the borrower in the trial period by more
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than 25 percent, the borrower must be reevaluated based on the program eligibility and
underwriting requirements. If this reevaluation determines that the borrower is still
eligible, new documents must be prepared and the borrower must restart the trial period.

If the verified income evidenced by the borrower’s documentation is less than the initial

income information used by the servicer to place the borrower in the trial period, or if the
verified income exceeds the initial income information by 25 percent or less, and the
borrower is still eligibie, then the trial period will not restart and the trial period payments
will not change; provided, that verified income will be used to calculate the monthly
mortgage payment under the Agreement. (If, based on verified income the result of the
NPV test is “negative” for modification, the servicer is not obligated to perform the
modification.} However, if the servicer determines the borrower is not eligible for the
HAMP based on verified income, the servicer must notify the borrower of that
determination and that any trial period payments made by the borrower will be applied to
the mortgage loan in accordance with the borrower’s current loan documents.

If a servicer has information that the borrower does not meet all of the eligibility criteria
for the HAMP (e.g., because the borrower has moved out of the house) the servicer
should explore other foreclosure prevention alternatives prior to resuming or initiating
foreclosure.

Note that under the terms of the Agreement, trial payments should be applied when they
equal a full contractual payment {(determined as of the time the HAMP is offered).

If the borrower complies with the terms and conditions of the Trial Period Plan, the loan
modification will become effective on the first day of the month following the trial period
as specified in the Trial Period Plan. However, because the monthly payment under the
Agreement will be based on verified mcome documentation, the monthly payment due
under the Agreement may differ from the payment amount due under the Trial Period
Plan.

Use of Suspense Accounts and Application of Payments

If permitted by the applicable loan documents, servicers may accept and hold as
“unapplied funds” (held in a T&I custodial account) amounts received which do not
constifute a full monthly, contractual principal, interest, tax and insurance (PITI)
payment. However, when the total of the reduced payments held as “unapplied funds” is
equal to a full PITI payment, the servicer is required to apply all full payments to the
mortgage loan.

Any unapplied funds remaining at the end of the trial payment period that do not
constitute a full monthly, contractual principal, interest, tax and insurance payment
should be applied to reduce any amounts that would otherwise be capitalized onto the
principal balance.
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If a principal curtailment is received on a loan that has a principal forbearance, servicers
are instructed to apply the principal curtailment to the interest bearing UPB. If, however,
the principal curtailment amount is greater than or equal to the interest bearing UPB, then
the curtailment should be applied to the principal forbearance portion. If the curtailment
satisfies the principal forbearance portion, any remaining funds should then be applied to
the interest bearing UPB.

Recording the Modification

For all mortgage Joans that are modified pursuant to the HAMP, the servicer must follow
investor guidance with respect to ensuring that the modified mortgage loan retains its first
lien position and is fully enforceable.

Monthly Statements

For modifications that include principal forbearance, servicers are encouraged to include
the amount of the gross UPB on the borrower’s monthly payment statement. In addition,
the borrower should receive information on a monthly basis regarding the accrual of “pay
for performance” principal balance reduction payments.

Redefault and Loss of Good Standing

If, following a successful trial period, a borrower defaults on a loan modification
exccuted under the HAMP (three monthly payments are due and unpaid on the last day of
the third month), the loan is no longer considered to be in “good standing.” Once lost,
good standing canpot be restored even if the borrower subsequently cures the default. A
loan that is not in good standing is not eligible to receive borrower, servicer or investor
incentives and reimbursements and these payments will no longer accrue for that
mortgage. Further, the mortgage is not eligible for another HAMP modification.

In the event a borrower defaults, the servicer must work with the borrower to cure the
modified loan, or if that is not feasible, evaluate the borrower for any other available loss
mifigation alternatives prior to commencing foreclosure proceedings. The servicer must
retain documentation of its consideration of the borrower for other loss mitigation
alternatives.

Reporting Requirements

Each servicer will be required to register with Fannie Mae to participate in the HAMP.
Fannie Mag will provide an HAMP Registration form to facilitate registration.

Additionally, servicers will be required to provide periodic HAMP loan level data to
Fannie Mae. The data must be accurate, complete, and in agreement with the servicer’s
records. Data should be reported by a servicer at the start of the modification trial period
and during the modification trial period, for loan set up of the approved modification, and
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monthly after the modification is set up on Fannie Mae’s system. Servicers will be
required to submit three separate data files as described below.

Note: The folowing data files can be delivered through a data collection tool on the
servicer web portal available through www.financialstability.gov. Detailed guidelines for
submitting data files are available at the servicer web portal. For those servicers who
cannot use this process, an alternate process to submit data via a spreadsheet will be made
available. More information on the altemative process for submitting data in a
spreadsheet will be provided in the future.

Trial Period

Servicers will be required to provide loan level data in order to establish loans for
processing during the HAMP trial period. See Exhibit A for trial period set up attributes.

In addition, servicers will be required to report activity during the HAMP trial period in
order to substantiate the receipt of proceeds during the trial period and to record
modification details. See Exhibit B for trial period reporting attributes.

Loan Setup

A one time loan set up is required to establish the approved modified HAMP loan on
Fannie Mae’s system. The file layout is the same that is used for establishing ioans for
processing during the trial period. See Exhibit A for loan set up attributes.

Servicers are required to provide the set up file the business day after the modification
closes. The set up file should reflect the status of the loan after the final trial period
payment is applied. The set up file will contain data for the current reporting period (e.g.,
prior month balances).

Monthly Loan Activity Reporting

The month after the loan set up file is provided, servicers must begin reporting activity on
all HAMP loans on a monthly basis (e.g., loan set up file provided in July, the first loan
activity report is due in August for July activity). See Exhibit C for monthly reporting
attributes.

The HAMP loan activity report (LAR) is due by the 4th business day each month.
Servicers will have until the 15th calendar day of cach month to clear up any edits and
have a final LAR reported to Fannie Mae. The Fannie Mae system will validate that the
borrower payment has been made as expected and that the last paid installment (LPI) date
is current before accruing the appropriate monthly compensation due.

If a loan becomes past due (the LPI date does not advance), the monthly compensation on
that loan will not be accrued. If the loan is brought current, compensation will not be
caught up (e.g., if a loan was two months past due, and then the borrower makes the
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payments and brings the loan current, the annual compensation provided would be for ten
months. The two months of compensation associated with the period of delinquency is
not recoverable).

Additional Data Requirements

Additional data elements must be collected and reported as specified in Exhibit D. Some
of these elements must be collected for all completed modifications regardless of the date
of completion; guidance for collecting these elements will be forthcoming shortly. The
requirement to collect these elements for trial modifications and for loans evaluated for a
modification will be phased in as specified in Exhibit D.

Reporting to Mortgage Insurers

Servicers must maintain their mortgage insurance processes and comply with all
reporting required by the mortgage insurer for loans modified under the HAMP.
Servicers should consult with the mortgage insurer for specific processes related to the
reporting of modified terms, payment of premiums, payment of claims, and other
operational matters in connection with mortgage loans modified under the HAMP,

Servicers are required to report successful HAMP modifications and the terms of those
modifications to the appropriate mortgage insurers, if applicable, within 30 days
following the end of the trial period and in accordance with procedures that currently
exist or may be agreed to between servicers and the mortgage insurers.

Servicers must include the mortgage insurance premium in the borrower’s modified
payment, and must ensure that any existing mortgage insurance is maintained. Among
other things, the servicer must ensure that the mortgage insurance premium is paid. In
addition, servicers must adapt their systems to ensure proper reporting of modified loan
terms and avoid impairing coverage for any existing mortgage insurance. For example,
in the event that the modification includes principal forbearance, servicers must continue
to pay the correct mortgage insurance premiums based on the gross UPB, including any
principal forbearance amount, must include the gross UPB in their delinquency reporting
to the mortgage insurer, and must ensure any principal forbearance does not erroneously
trigger automatic mortgage insurance cancellation or termination.

Transfers of Servicing

When a ‘transfer of servicing includes mortgages modified under the HAMP, the
transferor servicer must provide special nofification to the transferee servicer.
Specifically, the transferor servicer must advise the transferee servicer that loans
modified under the HAMP are part of the portfolio being transferred and must confirm
that the transferee servicer is aware of the special requirements for these loans, and
agrees to assume the additional responsibilities associated with servicing them. A
required form of assignment and assumption agreement must be used and is a part of the
Servicer Participation Agreement.

ppme:ntal Directive 09-01
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Credit Bureau Reporting

The servicer should continue to report a “full-file” status report to the four major credit
repositories for each loan under the HAMP in accordance with the Fair Credit Reporting
Act and credit bureau requirements as provided by the Consumer Data Industry
Association (the “CDIA”} on the basis of the following: (i} for borrowers who are
current when they enter the trial period, the servicer should report the borrower current
but on a modified payment if the borrower makes timely payments by the 30th day of
cach trial period month at the modified amount during the trial period, as well as report
the modification when completed, and (if) for borrowers who are delinquent when they
enter the frial period, the servicer should continue to report in such a manner that
“accurately reflects the borrower’s delinquency and workout status following usual and
customary reporting standards, as well as report the modification when completed. More
detailed guidance on these reporting requirements will be published by the CDIA.

“Full-file” reporting means that the servicer must describe the exact status of each
mortgage it is servicing as of the last business day of each month.

Fees and Compensation

Late Fees

All late charges, penalties, stop-payment fees, or similar fees must be waived upon
successful completion of the trial period.

Administrative Costs

Servicers may not charge the borrower to cover the administrative processing costs
incurred in connection with a HAMP. The servicer must pay any actual out-of-pocket
expenses such as any required notary fees, recordation fees, title costs, property valuation
fees, credit report fees, or other allowable and documented expenses. Servicers will not
be reimbursed for the cost of the credit report(s).

Incentive Compensation

No incentives of any kind will be paid if (i) the servicer has not executed the Servicer
Participation Agreement, or (ii) the borrower’s monthly mortgage payment ratio starts
below 31 percent prior to the implementation of the HAMP. The calculation and
payment of all incentive compensation will be based strictly on the borrower’s verified
income. Each servicer must promptly apply or remit, as applicable, all borrower and
investor compensation it receives with respect to any modified loan.

With respect to payment of any incentive that is predicated on a six percent reduction in
the borrower’s monthly mortgage payment, the reduction will be calculated by comparing
the monthly mortgage payment used to determine eligibility (adjusted as applicable to
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mclude property taxes, hazard insurance, flood insurance, condominjum association fees
and homeowner’s association fees) and the borrower’s payment under HAMP.

The amount of funds available to pay servicer, borrower and investor compensation in
connection with each servicer’s modifications will be capped pursuant to each servicer’s
Servicer Participation Agreement (Program Participation Cap). Treasury will establish
each servicer’s initial Program Participation Cap by estimating the number of HAMP
modifications expected to be performed by each servicer during the term of the TTAMP.
The Program Participation Cap could be adjusted based on Treasury’s full book analysis
of the servicer’s loans.

The funds remaining available for a servicer’s modifications under that servicer’s
Program Participation Cap will be reduced by the maximum amount of compensation
payments potentially payable with respect to each loan modification upon entering into a
trial period. In the event the compensation actually paid with respect to a loan
modification is less than the maximum amount of compensation payments potentially
payable, the funds remaining available for a servicer’s modifications under the HAMP
will be increased by the difference between such amounts.

Treasury may, from time to time and in its sole discretion, revise a servicer’s Program
Participation Cap. Fanniec Mae will provide written notification to a servicer of all
changes made to the servicer’s Program Participation Cap. Once a servicer’s Program
Participation Cap is reached, a servicer must not enter into any agreements with borrowers
intended to result in new loan modifications, and no payments will be made with respect to
any new loan modifications.

Servicer Incentive Compensation

A servicer will receive compensation of $1,000 for each completed modification under
the HAMP. In addition, if a borrower was current under the original mortgage loan, a
servicer will receive an additional compensation amount of $500. All such servicer
incentive compensation shall be carned and payable once the borrower successfully
completes the trial payment period, provided that the servicer has signed and delivered to
Fannie Mae a Servicer Participation Agreement, any related documentation and any
required servicer or loan set up data prior to the effective date of the loan modification.

If a particular borrower’s monthly mortgage payment (principal, interest, taxes, all related
property insurance and homeowner’s or condominium association fees but excluding
mortgage insurance) is reduced through the HAMP by six percent or more, a servicer will
also receive an annual “pay for success™ fee for a period of three years. The fee will be
equal to the lesser of: (i} $1,000 ($83.33/month), or (ii) one-half of the reduction in the
borrower’s annualized monthly payment. The “pay for success” fee will be payable
annually for each of the first three years after the anniversary of the month in which a
Trial Period Plan was executed. If the loan ceases to be in good standing, the servicer
will cease to be eligible for any further incentive payments after that time, even if the
borrower subsequently cures his or her delinquency.
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Borrower’s Incentive Compensation

To provide an additional incentive for borrowers to keep their modified loan current,
borrowers whose monthly mortgage payment (principal, interest, taxes, all related
property insurance and homeowner’s or condominium association fees but excluding
mortgage insurance) is reduced through the HAMP by six percent or more and who make
fimely monthly payments will eamn an annual “pay for performance” principal balance
reduction payment equal to the lesser of: (i) $1,000 ($83.33/month), or (ii) one-half of
the reduction in the borrower’s annualized monthly payment for each month a timely
payment is made. A borrower can earn the right to receive a “pay for performance”
principal balance reduction payment for payments made during the first five years
following execution of the Agreement provided the loan continues to be in good standing
as of the date the payment is made. The “pay for performance” principal balance
reduction payment will accrue monthly but will be applied annually for each of the five
years in which this incentive payment accrues, prior to the first payment due date after
the anniversary of the month in which the Trial Period Plan was executed. This payment
will be paid to the mortgage servicer to be applied first towards reducing the interest
bearing UPB on the mortgage loan and then to any principal forbearance amount (if
applicable). Any applicable prepayment penalties on partial principal prepayments made
by the government must be waived. Borrower incentive payments do not accrue during
the Trial Period; however, on the first month of the modification, the borrower will
accrue incentive payments equal to the number of months in the trial period.

If and when the loan ceases to be in good standing, the borrower will cease to be eligible
for any further incentive payments after that time, even if the borrower subsequently
cures his or her delinquency. The borrower will lose his or her right to any accrued
incentive compensation when the loan ceases to be in good standing.

Investor Payment Reduction Cost Share and Up Front Incentives

If the target monthly mortgage payment ratio is achieved, investors in Non-GSE
Mortgages are entitled to payment reduction cost share compensation.  This
compensation equals one-half of the dollar difference between the borrower’s monthly
payment under the modification at the target monthly mortgage payment ratio and the
lesser of (1) what the borrower’s monthly payment would be at a 38 percent monthly
mortgage payment ratio; or (ii) the borrower’s pre-modification monthly payment.
Payment reduction cost share compensation shall accrue monthly as the borrower makes
each payment so long as the loan is in good standing as defined in these guidelines. This
compensation will be provided for up to five years or until the loan is paid off, whichever
1s earlier.

Additionally, investors will receive a one-time incentive of $§1,500 for each Agreement
executed with a borrower who was current prior to the start of the Trial Period Plan. The
one-time incentive 1s conditional upon at least a six percent reduction in the borrower’s
monthly mortgage payment.
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Neither the payment reduction share nor the up-front incentive shall be payable if the
Trial Period Plan is not successfully completed.

Compliance

Servicers must comply with the HAMP requirements and must document the execution
of loan evaluation, loan modification and accounting processes. Servicers must develop
and execute a quality assurance program that includes either a statistically based (with a
95 percent confidence level) or a ten percent stratified sample of loans modified, drawn
within 30-45 days of final modification and reported on within 30-45 days of review. In
addition, a trending analysis must be performed on a rolling 12-month basis.

Treasury has selected Freddie Mac to serve as its compliance agent for the¢ HAMP. In its
role as compliance agent, Freddie Mac will utilize Freddie Mac employees and
contractors to conduct independent compliance assessments. In addition, loan level data
will be reviewed for eligibility and fraud.

" The scope of the assessments will include, among other things, an evaluation of
documented evidence to confirm adherence (e.g., accuracy and timeliness) to HAMP
requirements with respect to the following:

. Evaluation of Borrower and Property Eligibility
. Compliance with Underwriting Guidelines

. Execution of NPV/Waterfall processes

. Completion of Borrower Incentive Payments

. Investor Subsidy Calculations

. Data Integrity

The review will also evaluate the effectiveness of the servicer’s quality assurance
program; such evaluation will include, without limitation, the timing and size of the
sample selection, the scope of the quality assurance reviews, and the reporting and
remediation process.

There will be two types of compliance assessments: on-site and remote. Both on-site and
remote reviews will consist of the following activities (among others): notification,
scheduling, self assessments, documentation submission, interviews, file reviews, and
reporting.

For on-site reviews, Freddie Mac will strive to provide the servicer with (i) a 30-day
advance notification of a pending review and (ii) subsequent confirmation of the dates of
the review. However, Freddie Mac reserves the right to arrive at the servicer’s site
unannounced. Freddie Mac will request the servicer to make available documentation,
including, without limitation, policies and procedures, management reports, loan files and
a risk control self assessment ready for review. Additionally, Freddie Mac may request
additional loan files during the review. Interviews will usually be conducted in-person.
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During the review window, Freddic Mac will review loan files and other requested
documentation to evaluate compliance with HAMP terms. Upon the completion of the
review, Freddie Mac will conduct an exit interview with the servicer to discuss
preliminary assessment results.

For remote reviews, Freddie Mac will request the servicer to send documentation,
including, without limitation, policies and procedures, management reports, loan files and
a risk control self assessment within 30 days of the request. In addition, time will be
scheduled for phone interviews, including a results summary call after the compliance
review is completed to discuss preliminary results.

The targeted time frame for publishing the servicer assessment report is 30 days after the
completion of the review. Treasury will receive a copy of the report five business days
prior to the release of the report to the servicer.

There will be an issue/resolution appeal process for servicer assessments. Servicers will
be able to submit concerns or disputes to an independent quality assurance team within
Freddie Mac.

A draft rating and implication methodology‘ for the compliance assessments will be
published in a subsequent Supplemental Directive and servicer feedback will be solicited
prior to the finalization of the methodology.
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Exhibit A: HAMP Trial Modification and Official Modification Loan Setup Data

The following data elements are necessary for the HAMP Loan Setup for Trial Modification and Official

Elements

Modification transactions.

The Fannje Mag or Freddie Mac unique Servicer

GBE Servicer
Number identifier. Text (30) .
Servicer Loan The unique (for the lender) identifier assigned to the 'fext (30)
Number loan by the lender that is servicing the loan.
HAMP
Servicer A nmique identifier assigned to each Servicer that is Text (30}
Number participating in the HAMP program.
GSE Loan A unique number assigned to each loan by a GSE Text (30}
Number (Fannie or Freddie)
This is the CUSIP associated with the security. A
Underlying unique identification number assigned to a security Text {9)
Trust Identifier | by CUSIP (Committee on Uniform Security
Identification Procedures) for trading.
HMP1 - HMP
Delinquent,
HMP2 - HMP
TImminent
Diefanlt
HMP3 - Deed-
A new program type that will identify campaign in-lieu
g;ﬁ;?ggg})e! types. The unique identifier of a Loan Workout Text {14) HMP4 - Deed-
Campaign. in-lieu witk Jr,
Lien
HMP5 - Short
Sale
HMP6 - Short
Sale With Jr.
1 Lien
1 - Fannie Mae
2 - Freddie Mac
Numeric 3- Priv_at.e 4-
Tnvestor Code Owmer of the mortgage, “.0) Portfolio
’ 5-GNMAG6-
FHLMC
Borrower First .
Name First Name of the Borrower of record Text (100}
Borrower Last | The last name of the Borrower. This is also known
Name as the family name or surname. Text (100)
¥
Borrower
Social Security | The Social Security Number of the borrower Numeric (9}
Number
Co-Borrower First Nzme of the co-borrower of record Text (100)

First Name
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Definition

Dataype

Co-Bomrower

I.ast Name Last Name of the co- borrower of recoré Text {100)
Co-Borrower
Social Security | The Socizal Security Number of the Co-Borrower Numeric (%)
Number
E::;(:;g; This is the d_ate that the b:_arro“_rer signs the initial © C‘)]t‘)ﬁz"flf\:{l\d-
documentation for a modification.
Date . DD)
1-Trial
2-Bomrower
Disqualified
SUemisSIon | Status of Joan date being submitied P JOfeil
Mitigation
5-Caneel
Date of The date on which the original loan funding was © C?{a(t-i&M—
Original Note | dispersed to the borrower(s). DD)
The total principal amownt outstanding as of the end
Unpaid of the month. The UPB should not reflect any
Principal accounting based write-downs and should only be Currency
Balance before | reduced to zero when the loan has been liquidated — (20,2}
modification cither paid-in-full, charged-off, REO sold or Service
transferred (before modification)
1 - FHA - Loans
insured by the
Federal Housing
Administration
2-VA —Loans
insured by the
Department of
Veleran’s
Adfairs,
3 - Conventional
with PMI — Non-
Loan The code that specifies the type of mortgage being Numeric govemiment
Mortgage applied for or that has been ted, [GX0)] insured
Type Code PP graneec. i mortgages
insured by a
private (non-
government})
insurer.
4 - Conventional
wio PMI —
Mortgages with
neither
pgovernment nor
private mortgage
insurance.
Last Paid Date
gxsta].lment The due date of the last paid instailment of the loan. { (CCYY-MM-
ate before DD
modification
Flmﬁ Lien Indicates if foan is first lien. Boolean True/False
Indicator
The date that the rnortgage was referred to an
attorney for the purpose of initiating foreclosure
Foreclosure proceedings. This date should reflect the referral Date
Referral Date date of currently active foreclosure process. Loans (CCY];Y];;A M-

cured from foreclosure should not have a referral
date,
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Supp

1

Definitio

Projeétéd .
Foreclosure
Sale Date

Projected date for foreclosure sale of subject
property.

Hardship
Reason Code

Identifies the reason for the borrower’s hardship an
their mortgage payment obligations.

Numeric
.0

I - Death of
borrower, 2 -
Ilness of
principal
borrower, 3 -
Illness of
borrower family
member, 4 -
Death of
borrower family
member, 5 -
Martial
difficulties, 6 -
Curtaiiment of
income, 7 -
Excessive
obligation, 8 -
Abandonment of
property, 9 -
Distant
employment
transfer, 10 -
Property
probiem, 11 -
Inability to seil
property, [2 -
Inabitity to rent
property, 13 -
Military service,
14 - Other, 15 -
Unemployment,
16 - Business
failure,17 -
Casualty Loss,
18 - Energy
envizonment
costs, 19 -
Servicing
problems, 20 -
Payment
admstment, 21 -
Payment dispute,
22 - Transfer of
ownership
pending, 23 -
Fraud, 24 -
Unable to
contact
borrower,25 -
Incarceration

Moathly Gross
Income

Total monthly income in dollars for all borrowers on
the loan. This is the gross income for all borrowers.

Currency
(20,2)

Monthly Debt
Payments
excluding
PITIA

Total amount of monthly debt payments excluding
Principal, Interest, Taxes, Insurance and Association
Dues (PITLA)

Currency
(20,2)

NPV Date

Net Present Value — calculation date

Date
(CCYY-MM-
DD}
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I3
NPV Model Net Present Value amount generated from the model Currency
Result Amount s L M M
before modification {20,2)
Pre-Mod
NPV Model Net Present Value amount generated from the model Currency
Result Amount ; - M M
after modification {20,2)
Post-Mod
Represents the number of months on which
Amortization installment payments are_based. Examp[e: Balioon )
Term before foans have a seven year 1.1fe (Loan Term = 84) but a Numeric M M
modification 30 year amortization period {Amortization Term = (4,0)
360). Installment payments are determined based on
the 360 month term.
Interest Rate The interest rate in the month prior to loan Numeric
before modification. Please report as rounded to nearest 6.4) M M
modification 8th. (e.g. 4.125) . ’
Principaf and
Interest s . .
The scheduled principal and interest amount in the Carrency
Payment . : R M M
month prior to loan modification. (20,2}
before
modification
The escrow amount in the month prior to loan
modification. The amount of money that is collected
from [added on to] the regular monthly mortgage
Escrow payment {o cover periodic paymenis of property
Payment taxes, private mortgage insurance and hazard Currency c c
before insurance by the servicer on behalf of the (20,2)
modification mortgagee. Depending on the mortgage terms, this
amount may or may not be collected. Generally, if
the down payment is less than 20%, then these
amgunts are collected by the servicer.
Association
Dues/ Fees Existing monthly payment for association dues/Tees Currency c o
before before modification (20,2)
modification
Principal
Payment If bosrower has contributed any cash or amounts in Currency c o
Owed or Not suspense (20,2)
Reported
gtt)l;et;ibutions If there are any amounts contributed by the 0 Z;Y C C
borrower due to Hazard Claims i
Attorney Fees Estimated legal fee not in escrow for advances Currency c c
Not in Escrow | capitalization and liquidation expense calculation 20,2y
Escrow e
Shortage for Any Escrow advance amounts to be capitalized. Y C C
(20,2}
Advances
Other advances for advances capitalization other
Other X e Currency
than escrow. Example: Aftomey fees, Servicing C C
Advances F ) (20,2)
ces, elc.
Borrower If the borrower is contributing any amounts, they Currency c c
Contributions must be reported here {20,2)
Servicer sign off at the officer level for the loan
N modification. This is the date the servicer's officer
Modified Loan . X X . Date
approved the loan modification. This column will be
Term ~ Officer : . (CCYY-MM- C C
Sianatume Date populated for modification cases that need DD)
& reclassification, There is no conversion needed for
existing cases
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|
Drisbursement If there are any Forgiven disbursement for advances ¢ c
Forgiven capitalization
Monthly The dollar amount per month of the borrower’s
Housing present housing expense May be used for their
Expense primary or non-primary residence. This must be Cuzrge;cy M M
before Principal, Enterest, Taxes, Insurance and Association (20.2)
modification Dues (PITLA).
Delinquent interest for interest capitalization. It is
Delinquent the amount of delinquent interest from the Currency M M
Interest delinquent loan's LPT date to the workout execution {20,2)
date.
Interest Owed | If there is Interest owed/received but not reported Curenc
or Payment for interest capitalization, this field must be @0.2) Y C C
Not Reported populated. i
Semcmg Fee Percentage of servicing Fee after loan modification ( Numeric
ercent after e, 0.25) 2) M M
modification & >
1- ARM, 2 -
Fixed Rate, 3 -
Step Rate, 4 -
One Step
Variable, 5 -
Two Step
Variable, 6 -
Three Step
Variable,
7 - Four Step
Variable, 8 -
Five Step
Variable,9 - Six
Product before | The mortgage procuct of the loan before the Numeric S;ep Va.gable, 10 M M
Modification modification. (4,0) _ Seven Siep
Yartable,11 -
Eight Step
Variable, 12 -
Nine Step
Variable,13 -
Ten Step
Variable, 14 -
Eleven Step
Variable, 15 -
Twelve Step
Variable, 16 -
Thirteen Step
Variable, 17 -
Fourteen
The date on which the mortgage obligation is
scheduled to be paid off, according to the mortgage
Maturity Date note. Maturity Date is commonly called Bailoon Date
before Date for balloon loans, for which scheduled {CCYY-MM- M M
Modification amortization does not pay off the balance of the DD}
loan, so that there is a final, large "balloon” payment
at the end.
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: Definition =
The number of months until the loan will be paid
off, assuming that scheduled payments are made.
This will equal lesser of 1. The number of months
Remaining until the actual balance of the loan x:vi]l amortize to )
Term before zero; or 2, the mumber of months difference Numeric
. . between the Loan Extended Term and the number of {4,0)
Modification
payments made by the borrower, where number of
payments made by the borrower is derived by:
Actual Last Paid Installment Date - First Installment
Due Date - 1 (in months).
Front Ratio The refieshed Froat-end DTT (Principal, Tnterest, Numeric
before Taxes, Insurance and Association Dues (PITIA)) (4.2)
Modification housing ratio. ”
Percentage of borrower's PITIA plus debts to
Back Ratio income ratio. Borrower Total Debt To Income Numeric
before Ratio Percent. The monthly expenses divided by .2
Modification the total monthly income for the Borrower, (e.g. ’
30.25)
Principal and
Interest Principal and Interest payable for a 31% Debtto Currency
Payment at Income ratio (20,2)
31% DTI
Principal and .
Interest Principal and Interest payable for a 38% Debt to Currency
Payment at Income ratio (20,2)
38% DTI
Property — Number of units in subject property (Valid values Numeric
Number of are 1,2, 3 or 4) 4,0}
Units ' ’
];;(-:3}:;? dEr&es The street address of the subject property Text (100)
Property — City IT;I::; t];e:lme of the city where the subject property is Text (100)
Property — The 2-character postal abbreviation of the state, Text (2)
State provinge, or region of the subject property.
The code designated by the postal service to direct
. the delivery of physical mail or which corresponds
grsg::rty - Zip to a physical location. In the IS A, this can take Text (%)
either a 5 digit form (ZIP Code) or a 9-digit form
(ZIP +4).
1 - Yull appraisal
~Prepared by a
certitied
appraiser; 2 -
Limited
appraisal ~
Prepared by a
certified
appraiser; 3 -
]\);a(i?:z:gn - Type of value analysis. Nl(l?g;'l ¢ g;ﬁgﬁg;()”
Method —Prepared by a
teal estate broker
or agen(; 4 -
Desktop
Valuation —
Prepared by bank
employee; 5 -
Automated
Valuation Model
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_ Mandatory /.

Modification:

Conditional

“AVM” 6 -
Automated
Valuation Model
“ AVM” - Other

Property
Valuation -
Date

Date of the property value analysis

Date
(CCYY-MM-
DD}

Property
Valuation — As

Is Value

Property as-is value determined by the property
valuation

Carrency
(20,2)

Property
Condition
Code

A code denoting the condition of the subject
propesty.

MNumeric
(4,0

1 - Excellent

2 - Good,

3 - Fair

4 - Poor

5 - Condermmed
6 - Inaccessible

Property
Occupancy
Status Code

A code identifying the occupancy by the borrower
of the subject property.

Numeric
(4.0

1- Vacant

2 - Borrower
Occupied

3 - Tenant
Oceupied

4 — Unknown

5 - Occupied by
Unknown

Property
Usage Type
Code

A code identifying the intended use by the borrower
of the property.

Numeric
4.0

1 - Principal
Residence

2 - Second or
Vacation Home
3 - Investment
Property

Modification
Effective Date

The date on which the Toan terms will be modified.

Date
(CCYY-MM-
DD)

Product After
Modification

The mortgage product of the loan, after the
modification (Fixed or Step).

Numeric
4.0

1- ARM, 2 -
Fixed Rate, 3 -
Step Rate, 4 -
One Step
Variable, 5 -
Two Step
Variable, 6 -
Three Step
Variable,

7 - Four Step
Variable, & -
Five Step
Varjable,9 - Six
Step Variable, 10
- Seven Step
Variable,11 -
Eight Step
Variable, 12 -
Nine Step
Variable,13 -
Ten Step
Variable, 14 -
Eleven Step
Variable, 15 -
Twelve Step
Variable, 16 -
Thirteen Step
Variable, 17 -
Fourteen
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N . . - Definition a Tvpe |
Amortization The number of months uséd to calculate the periodic Nurmeric
Term after payments of both principal and interest that will be 0)
Modification sufficient to retire a mortgage obligation. ’

. The unpaid principal balance of a foan after the loan
Unpaid P . P
T modification. The unpaid principal baiance after
Principal . . s Currency
modification excludes any applicable forbearance
Balance after (20,2)
X X amount and can also be referred to 2s Net UPB
modification
Amount.
Last Paid Pate
at
Installment The due date of the last paid installment of the loan. (CCYY-MM-
Date after DD}
modification
Interest Rate The interest rate in the month after loan Numeric
after modification (6,4
modification ) i
Inferest Rate . . Date
Co D | e e ok sl e | ¥
Modification DD}
First Payment Date
Due Date after | First payment due date under the modified terms (CCYY-MM-
modification DY}
Principal and
Interest R . Currency
Payment afier The P&I amount after modification (20.2)
modification
Escrow Existing monthly payment to escrow-after Cuirency
Payment after N .
5 . modification (20,2)
maodification
The doflar amount per month of the borrowers
Monthly - - .
. . housing expense after modification .May be used for
Housing S . N . Currency
their primary or nen-primary residence. This rmust
Expense After . ) (20,2)
Modification be Pn{lc:})al, Interest, Taxes, Insurance and
Association Dues (PITIA).
Maturity Date Date
after The maturity date of the foan after modification {CCYY-MM-
modification DD)
Principal The total amount in dollars of the principal that was Currency
Forbearance deferred through loss mitigation 20,2)
Amount ’
For loans where the term of the loan can be
extended rather than inereasing the principal and
Term after interest payment, this is the total term of the loan Numeric
Modification including any extension. For all non-extendable (4,0
loans, the extended term defaults to the original
term.
Front Ratio Numeéric
after Percentage of borrower's PITIA to income ratio 4 2;1
rodification i
ffz::f Ratio Percentage of borrower's PITIA plus debts to Numeric
modification ncome ratio (4,2)
Principal :
Write-Down Amount of principal written-down or forgiven ey
. (20,2}
(Forgiveness)
Paydown or
Payoff .Of Have sub-ordinate liens been paid off or paid down? Boolean True/False
Subordinate
Liens
Paydown or Curren
Payoff of Amouat of paydown or payeff of subordinate liens {;’5&2;3)!
Subordinate ”
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' Definition

Loail_. Seh_l}) for

Liens Ansount

Max Tnterest

Rate after Interest rate cap for the loan. Number M M
A 64)

modification
Length of Trial . . Numeric
Period The length of the trial period 3.0 M M
1% Trial ; . - Date
Payment Due gggoddate the 1st payment is due during the trial (COYY-MM- M o
Date DD}
1" Trial The date the first payment posted during the Trial Date
Payment ; P & {CCYY-MM- M O
Posted Date periad DD}
1% Trial .. .
Pavment This 1s the actual amount of the Payment received .

v from the Borrower to the Servicer for the 1st Trial ney M O
Received (20,2)

Amount

payment.

‘itie Product Type After Modification is St

Rare then at leds

Fes o e Following

ust-have a'step effective daté of 3 vears for fhe Tirst effective or modification:
Step —Interest | The seguence is used to uniquely identify and order
Rate Step Loan Interest Rate Adjustment schedule records Numeric (4) M M
Number specific to the loan’s step rate schedule.
Step — Date
Payment The date the payment will be effective. - (CCYY-MM- M M
Effective Date DD)
Step — Note The interest rate in the month after loan Numeric M M
Rate meodification. (6,4)
Step — New After modification step duration. If this step is the
Interest Rate— | last step and will be the rate and payment effective Numeric (4) M M
Step Daration for the life of the loan, then duration is not required.
Step P&I Amount - The amount of the principal and/or
Principal and . P Currency
mterest payment due on the loan for cach M M
Tnterest install P th . (20,2)
Payment installment, beginning on the effective date.
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The following data elements are necessary for recording borrower payments during the trial period.

ame

Exhibit B: HAMP Monthly Trial Data Collection Elements

Mandatory/
Conditional:"

HAMP Servicer Number

A unique identifier assigned to each
Servicer that is participating in the
HAMP program.

Text (30)

M

Servicer Loan Number

The unique {for the lender) identifier
assigned to the loan by the lender that
is servicing the loan.

Text (30)

M

GSE Loan Number

A vnigue number assigned to each
loan by a GSE (Fannie or Freddie)

Text (30)

GSE Servicer Number

The Fannie Mae or Freddie Mac
unique Servicer identifier.

Text (30)

Trial Payment Number

The number of the trial payment being
reported. The code that is used to
define a single payment number that
will be one of a series of payments
that together will complete a loan trial
payment period.

Numeric (4,0)

Trial Payment Received
Amount

The actual dollar amount of the
payment received from the borrower
to the servicer for the trial payment.

Currency (20,2)

Trial Payment Posted Date

The date the payment was posted
during the trial period.

Date

(CCYY-MM-DD)
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Exhibit C: Monthly Loan Activity Records

The following data elements are required for monthly loan activity records (LARS). Step rate attributes

{interest rate, rate effective date, P&] payment) will only be reported on the LAR the month before the rate

change is effective. The Action Code and Action Date are only reported when a loan is being removed
(e.g., payoff, repurchase).

Name

Definition

M

atgry/ -
Conilitional -

HAMP Servicer Number

A unique identifier assigned to each

Text (30)

M
Servicer that is participating in the
HAMP program.
Servicer Loan Number The unique {for the lender) identifier Text (30) M
assigned to the loan by the lender that is
servicing the loan.
Last Paid Installment Date The due date of the last paid installment Date
After Modification of the loan. (CCYY-MM-DD)
Unpaid Principal Balance After | The anpaid principal balance of a loan Currency(20,2) M
Medification after the loan modification. The unpaid
principal balance after modification
excludes any applicable forbearance
amount ard can also be referred to as Net
UPB Amount.
Interest Payment Interest portion of the P& remitted Currency(20,2) M
Principal Payment Principal portion of the P&I remitted Currency(20,2) M
Step — Payment Effective Date | The date the payment will be effective. Date C
{CCYY-MM-DD)
Step — Note Rate The interest rate in the month after loan Numeric (6,4) C
modification.
Step — Principal and Interest P&I Amount - The amount of the Currency(20,2) C
Payment principal and/or interest payment due on
the loan for each installment, beginning
on the effective date.
Action Code A code reported by the lender to update Numeric 60 (payoft) [
the loan that indicates the action that 65 (repurchase)
occurred during the reporting period 70 (liquidation
held for sale)
71 (liquidation 3%
party sale/
condemnation/
assigned to
FHA/VA)
72 (liquidated —
pending
CONVEYance)
76 (Deed in Lieu)
77 (Deed-in-Lieu with
Jr. lien)
78 (Short Sale)
79 (Short Sale with Jr.
Lien)
Action Code Date The effective date of the action Date N/A C

associated with the action code. The
action date is required for certain action
codes.

(CCYY-MM-DD)
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Exhibit D
HAMP Additional Data Requirements

Data required to be collected as specified below must be reported on 2 loan by loan
basis starting on October 1, 2009. This document does not describe all of the data
that the servicer must retain; it addresses only the data that must be reported.

Must be reported starting October 1, 2009 for transactions occurring before October

1. 2009

= Race, ethnicity, sex of borrower and co-borrower (submission by borrower is
voluntary)

=  Middle name of borrower and co-borrower

=  Date of birth of borrower and co-borrower

»  Credit score of borrower and co-borrower _

= NPV Model inputs, ¢.g., discount rate, flag for nonstandard model, non-standard
re-default rate, non-standard cure rate

= Selected data on loan, borrower, and property characteristics as of origination, to
the extent already required by OCC or OTS to be reporied under “Mortgage
Metrics”

The above fields must be collected as follows and reported starting October 1, 2009:
e all completed modifications;
e trial modifications commenced on or after July 1, 2009; and
e starting on October 1, 2009, loans evaluated for a modification (to be defined)
that do not enter trial modifications.

Must be reported starting October 1, 2009 (detailed definitions to be provided by June

1. 2009)

= Reason loans evaluated for a modification were not modified, or that trial
modification was not completed

» Status and disposition of eligible loans not modified, inclnding trial mods not
completed

= Status and disposition of loans that were modified but failed to remain in good
standing because they became 90 or more days delinquent

= Second liens — flag for presence of a second lien; source of information (e.g.,

credit report); available terms (e.g., fixed vs. ARM; closed- vs. open-end); owner;

and payoff. Continuous tracking of second lien status 1S not required.

Purpose of loan (e¢.g., home purchase, refinance, cash-out refi)

Information about foreclosure suspension

Information about reliance on non-borrower household income

Flag for borrower in bankrupicy at time of modification

Flag for borrower in loss mitigation prior to modification

Information about involvement of a third party representing the borrower

= Information about mortgage insurance
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 Homeowner: -~ MAKING HOME AFFORDABLE

HOME AFFORDABLE MODIFICATION PROGRAM
BASE NET PRESENT VALUE (NPV) MODEL SPECIFICATIONS

UPPATED: JUNE 11, 2009

Overview

As a part of the Making Home Affordable Program, we are providing standardized guidance and a base net
present value (NPV) model described herein that any servicer who participates in the Home Affordable
Meodification Program (HAMP) can use or, if eligible, customize into a proprietary NPV model. The base NPV
model is illustrative of an NPV model that meets the specifications put forward under the Making Home ‘
Affordable Program. Servicers are not precluded from using the illustrative model for making program NPV
determinations. It is our expectation that servicers may use the Base NPV Model Documentation to customize
the model based on their individual portfolio experience — all within the standardized guidelines put forward for
the model under the program. The base NPV model will provide consistency in NPV calculations for the Home
Affordable Modification Program and help the industry move toward a more standard process for evaluating the
NPV of mortgages for purposes of making modifications.

A participating servicer in the Home Affordable Modification Program must modify any loan that meets the
program’s eligibility criteria if the modification tests “positive” for NPV. When mortgage modifications have a
positive NPV, it is in the best interests of lenders, servicers, investors, and borrowers to modify mortgages to
reduce the risk of foreclosure. The Home Affordable Modification Program increases the potential number of
mortgage modifications that will have a positive NPV, resulting in more servicers modifying mortgages, and
keeping more Americans in their homes. The Home Affordable Modification Program specifies a precise
method for determining NPV and provides a base NPV model that any servicer can use or customize into a
proprictary NPV model that satisfies all of the program’s methodological requirements,

Under the program, a defined set of parameters for the base NPV model can be customized for each servicer.
Every servicer 1s given discretion, within specified limits, to choose a discount rate. In addition, larger servicers
are given discretion to develop portfolio-specific default rates. These customization capabilities are built into
the base NPV model to preserve the ability of servicers, lenders, and investors to tailor the base NPV model to
reflect the unique characteristics of the loans that they service or own, and to incorporate knowledge gained
from years of working with those particular groups of mortgages. For other servicers, the baseline parameters
can provide a sufficient NPV tool to evaluate loans being considered for modification.

Net Present Value of Modification

In general, NPV refers to the value today of a cash-generating investment - such as a bond or mortgage loan.
When an investor is faced with a choice between two alternative investments — specifically, between the timing
and amounts of the cash flows for each investment — the investor obviously prefers the choice that has a higher
present value.

In the context of a mortgage borrower who has become distressed, the investor — or a third party servicer, acting
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generates expecied cash flows, and the present values of these two cash flows are likely to be different. If the
loan is modified, there is a greater chance that the borrower will eventually be able to repay the loan in full. If
not, there is a higher likelihood that the loan will go to foreclosure, and the investor will absorb the associated
losses. If the NPV of the modified loan is higher than the NPV of the loan as-is, a modification is said to be
“NPV positive.”

The Making Home Affordable Program is structured to produce modifications that are more likely to test NPV
positive, increasing the number of modifications that will be done and keeping more Americans in their homes.
It does this, first, by lowering the probability that borrowers will default by making borrower payments more
affordable and, second, by providing incentive payments that are added to cash flows received by lenders (or
investors).

If a borrower meets the eligibility criteria for the Home Affordable Modification Program, a servicer will adjust
the terms of the borrower’s loan (modify the loan) to reduce the borrower’s payment to the program’s target
front-end debt-to-income (DTT) ratio of 31 percent. Ata 31 percent DTI, the borrower will have a monthly
mortgage payment that is more affordable over the long term, so that the borrower will be more able to afford to
stay in his or her home.

Servicers must reduce payments in the precise manner specified by the Making Home Affordable Program (the
“Standard Waterfall}, starting with reducing the interest rate on the mortgage. Once the servicer knows which
loan terms will change, the servicer is ready to run an NPV model calculation. If the expected value to the
lender of the loan after a HAMP modification exceeds the expected value of the same loan to the lender if it is
not modifted, then the NPV test result is positive and the servicer must modify the loan.

Requiring servicers to modify all NPV-positive loans ensures that there is help for all distressed borrowers
when an objective test demonstrates the modification will benefit both the borrower and the investor. The
program does not require the servicer to modify the loan if the modification tests negative, though the servicer
must consider other ways to prevent foreclosure.

The Base NPV Model

The program supplies a base NPV model that any servicer may use to satisfy the requirement to modify all
eligible loans that test NPV positive for modification. Large servicers — those having a book of business
exceeding $40 billion — have some discretion to customize the base NPV model with respect to two important
inputs, the expected default rates for loans that are not modified and the re-default rates for loans that are
modified, as discussed further below.

Both the base NPV model and a servicer’s proprietary customized version will:

1. Compute the pet present value of the mortgage assuming it is not modified.
a. Determine the probability that the mortgage defaults.

b. Project the future cash flows of the mortgage if it defaults and the present value of these cash
flows.

¢. Project the future expected cash flows of the mortgage if it does not default and the present value
of these cash flows.
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d. Take the probability weighted average of the two present values.

2. In the same manner, compute the net present value of the mortgage assuming it is modified,
incorporating the effects on cash flows and performance of the modification terms and subsidies
provided by the Home Affordable Modification Program.

3. Compare the two present values to determine if the HAMP modification is NPV positive.

An NPV model used in the HAMP takes into account the principal factors that can influence these cash flows,
including:
1. The value of the home relative to the size of the mortgage.
2. The likelihood that the loan will be foreclosed on.
3. Trends in home prices.
4. The cost of foreclosure, including:
a. legal expenses,
b. lost interest during the time required to complete the foreclosure action,
¢. property maintenance costs, and
d. expenses involved in reselling the property.
5. The cost of conducting a modification, including:
a lower monthly payment from the borrower,

a
b. the likelihood a borrower will default even after the loan is modified,

124

financial incentives provided by the government, and

d. the likelihood that a loan will be paid off before its term expires (prepayment probability).

The base NPV model was designed by an expert working group including the Department of the Treasury, the
Federal Deposit Insurance Corp., the Federal Housing Finance Agency, Fannic Mae, and Freddie Mac. It was
designed specifically for the Home Affordable Modification Program. The base NPV model reflects aggregate
data across many servicers, as well as the professional judgment of the working group.

Individual servicers have their own unique experience with the loans they service. The program permits
servicers to customize the base NPV model to reflect that unique experience, within certain constraints and
guidelines. As a result of customization, servicer NPV results and resulting modification decisions will likely
vary even when borrowers’ circumstances appear to be similar, but the results will be more accurate and
provide a better gauge of appropriate modifications.

Key Parameters of the Base NPV Model and Customization of Inputs

Below is a summary of important parameters tised in the Home Affordable Modification Program base NPV
model, and the extent to which servicers may customize the parameters of the base NPV model.
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Discount Rate: For a firm that owns a mortgage loan (the investor), the mortgage is a seties of future cash
payments expected from the borrower. But the promise of a payment in the future is worth less to an investor
than cash today. How much less will depend on the discount rate — the higher the discount rate, the less a future
payment is worth to an investor today. For example, a $1,000 payment in one year would be worth about $950
today using a 5 percent discount rate, and that same $1,000 payment in a year would be worth about $800 today
using a 25 percent discount rate. In the base NPV model, all servicers are permitted limited discretion to adjust
the discount rate by up to 250 basis points because different investors may place different values on future
payments versus payments received today.

The discount rate the servicer uses may be as low as Freddie Mac’s Primary Mortgage Market Survey (PMMS)
weekly rate for 30-year fixed-rate conforming loans, and as high as the PMMS weekly rate plus 250 basis
points. (To find the current PMMS go to httn://www.freddiemac.com/pmims.) With respect to loans that are
not owned or guaranteed by Fannie Mae or Freddie Mac, the servicer may apply a single discount rate or two
discount rates, one for loans in its own portfolio and another for loans serviced for all other investors. However,
in no case may a servicer use a higher discount rate for loans in its own portfolio than the rate used for loans it
services for other investors. With respect to loans owned or guaranteed by Fannie Mae or Freddie Mac, the
servicer must apply the rate specified in Fannie Mae and Freddie Mac guidance.

Whatever discount rate the servicer chooses to use must be applied to both cash flows — that is, to the cash flows
if the loan is modified under the Home Affordable Modification Program, as well as the cash flows if the loan is
not modified.

Default Rates: The base NPV model projects default rates in two scenarios. It projects the probability of
default if the loan is not modified and the probability of default if the loan is modified. Default rates depend on
a number of variables particular to the loan. In general, however, the default rate is assumed to vary based on
the credit quality of the borrower, the borrower’s debt burden, the loan-to-value (L'TV) of the home at the time
of modification, and whether the loan is modified earlier or later in the delinquency cycle.

In the base NPV model, the default rates are generated by a model based on the performance of GSE and non-
GSE loans. As Home Affordable Modification Program performance data become available, the base NPV
model will be updated to reflect actual program experience.

Large servicers — those with a book exceeding $40 billion — may customize the base NPV model to use modeled
default rates that reflect their own portfolio experience. These customized default rate models must be
empirically validated where possible, commercially reasonable, and will be subject to review and oversight by
program monitors.

Default rates may vary significantly from one large servicer to another based on differences in their portfolios.
Therefore, allowing servicers flexibility to use rates that reflect their own portfolio experience should result in
more accurate evaluations of proposed modifications.

Home Prices: Future increases or decreases in home prices impact a borrower’s willingness to stay in a house
and potential financial loss in the event of foreclosure. A servicer must use the home price projection provided
in the base NPV model. A servicer does not have discretion to substitute a different projection. The home price
projection for the program has been made available by FHFA exclusively for this program, is based on data
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from a broad cross section of mortgage transactions, and will be updated quarterly. The projection is not based
on the FHFA House Price Index and does not represent an official forecast of FHFA or any other government
agency.

REO Discount: Foreclosed or real estate owned (REQ) properties generally sell for less than similar, non-
distressed assets. This is referred to as the REO Discount and it recognizes the deterioration in perceived value
that buyers often place on a home that has been foreclosed. The REO Discount is worse in some markets than
in others. The REO Discount values used in the base NPV model are based on an analysis of sale prices of
foreclosed homes sold by Fannie Mae and Freddie Mac. REO Discount values vary by state and home price.
Servicers are not permitted to change the REQ assumptions in the base NPV model.
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MAKING HOME AFFORDABLE

AS OF JANUARY 8, 2010

Supplemental Documentation—Frequently Asked Questions
Home Affordable Modification Program

These frequently asked questions clarify the Supplemental Directives issued in connection with the Home
Affordable Modification Program (HAMP). The questions and answers below should be reviewed by each
servicer that has entered into a Servicer Participation Agreement (SPA) to participate in HAMP. These
frequently asked questions constitute supplemental documentation that is included in, and shall be deemed
part of, the HAMP Program Documentation described in Section 1 of the SPA.

A. General
Q1. Who should | contact with HAMP-related questions?

There are three options for HAMP-related servicer support, depending on the topic and whether the
guestion pertains to a non-GSE, Fannie Mae, or Freddie Mac loan:

« Non-GSE Supplemental Directives, policy HAMP Support Center:
clarifications, and loan-level questions o suppor@hmpadmin.com
« All reporting for the U.S. Treasury Depariment e  1-866-939-4469
ing H t
Léz:gnir%MSI:;(sthﬁ Collector or the HAMP » 9:00 am. to 9:00 p.m. ET, Monday
through Friday

+ Fannie Mae HAMP-related Servicing Guide Fannie Mae Servicer Support Center:
Announcements, policy clarifications, or loan- e sewicing solutions@fanniemae.com

level ti
F::niuf/ls ;ons ine via HomeSaver Solutions@ | 1-EEEFANNIE- (326-6435)
L] | a repo lng via momeoaver Solutlons . .
, Network (HSSN) e« 9:00am. to8:00 p.m. ET, Monday

through Friday

s Freddie Mac HAMP-related Guide Bulletins, Freddie Mac Servicer Support:
policy clarifications, and loan-level questions + 1-800-FREDDIE (373_3343)

* Freddie Mac reporting « 8:00 a.m. to 8:00 p.m. ET, Monday
through Friday business days
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B. Borrower Eligibility

Q2. Does the reason for the default have fo be resolved before a borrower is eligible for a
Home Affordable Modification?

Servicers should encourage borrowers to resolve the cause of a mortgage default, when
appropriate, including providing referrals to HUD-approved housing counselors. However, a
servicer cannot require a borrower to resolve the reason for the default as a condition of a Home
Affordable Modification if the barrower meets HAMP eligibility requirements.

Q3. How should borrowers who contact their servicer be handled with respect to HAMP if
the servicer does not yet have the proper documents or is not yet equipped fo evaluate
the borrower’s situation?

Participating servicers are required to validate the homeowner's eligibility for HAMP and capacity to
pay. Participating servicers should begin the process of collecting the required documentation from
the homeowner and the information necessary to establish an escrow account on non-escrowed
loans. Based on the servicer's understanding of the homeowner's ability to pay, a servicer may
place a homeowner on a forbearance plan pending its ability to execute a HAMP modification.
Foreclosure actions (with the exception of those in Georgia, Hawaii, Missouri and Virginia),
including initiation of new foreclosure actions, must be postponed far all borrowers that meet the
minimum HAMP eligibility criteria.

Q4. Can a loan be modified to a monthly mortgage payment ratio below 31 percent?

Servicers must apply the specified modification steps until the borrower's monthly mortgage
payment ratio is reduced as close as possible to 31 percent, without going under 31 percent. A
servicer may modify below 31 percent, subject to applicable contractual agreements, but incentive
payments will be made based only on modification terms that reflect a 31 percent monthly mortgage
payment ratio.

Q5. Are home equity loans that are in first lien position eligible for modification under
HAMP?

First lien home equity loans or lines of credit are eligible for modification under HAMP provided that
the borrower and loan meet the basic HAMP eligibility criteria and (i) the servicer has the capability
within its servicing system to clearly identify the loan as a first lien and (ii) the servicer has the ability
to establish an escrow for the loan as required by Supplemental Directive 09-01. Servicers whose
systems do not provide the required functionality are strongly encouraged to complete system
upgrades that will allow modification of first lien home equity loans.

Any HAMP modtification of a first lien home equity line of credit must result in a modified loan that is
a fixed rate, fully amortizing loan that does not permit the borrower to draw any further amounts
from the line of credit.
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Q6. & an a servicer issue an offer under HAMP to a borrower whose mortgage is
secured by a condominium or co-op unit if the servicer does not have current
association fee information?

No. A servicer may not issue an offer under HAMP to a borrower whose mortgage is secured by a
condominium or co-op unit if the servicer does not have the current association fee information. A
component of the monthly mortgage payment ratio calculation is condo or co-op association fees.
Current information on the amount of the association fees is necessary to accurately complete the
monthly mortgage payment ratio calculation. The servicer can contact the borrower via telephone
or email to obtain this information on a stated basis, complete the necessary monthly mortgage
payment ratio calculation and then issue an offer under HAMP. Documents verifying the condo or
co-op association fee information, such as a copy of the payment statement, a copy of a letter from
the association or a copy of a collections letter indicating the fee amount, must be submitted by the
borrower with other required documentation to determine HAMP eligibility.

Q7. If a borrower is delinquent and currently has a front end monthly mortgage payment
ratio less than 31 percent, but capitalization of the delinquent amounts will cause the
monthly mortgage payment ratio to exceed 31 percent, does the borrower qualify for
HAMP?

No. The borrower will only qualify for HAMP if the verified income documentation confirms that the
monthly mortgage payment ratio prior to the modification is greater than 31 percent and provided
that the borrower is eligible for at least a 1/8" percent drop in the interest rate without the modified
monthly mortgage payment ratio going below 31 percent.

Q8. Must servicers suspend foreclosure or not initiate foreclosure for all borrowers who are
potentially eligible for HAMP?

To ensure that a borrower currently in foreclosure or at risk of foreclosure has the opportunity to
apply for a HAMP modification, servicers should not proceed with a foreclosure sale until the
borrower has been evaluated for the program. Additionally, servicers are strongly encouraged not
to initiate foreclosure until a borrower has been evaluated and determined to be ineligible for the
program or the borrower fails to respond to a HAMP offer that has been made by the servicer.

Q9. Is there any guidance on the imminent default analysis for the non-GSE program?

No additional guidance is being provided at this time with respect to determining whether a non-
GSE loan is in imminent default under HAMP. However, with respect to non-GSE loans, servicers
may follow the imminent default guidance provided by either GSE as long as that guidance
conforms to the servicer's applicable contractual agreements and accounting standards. Servicers
are reminded that for GSE loans, Supplemental Directive 09-01 requires servicers to follow the
guidelines published by the particular GSE with respect to its loans.
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Q10.E%5%8ls a loan that secures a property owned by an inter vivos (living) revocable trust
eligible for HAMP? What additional information or documentation, if any, should be
obtained?

A loan secured by a property owned by an infer vivos revocable trust is eligible for HAMP as long
as the borrower (i) is a trustee of the trust, (ii) is a primary beneficiary of the trust, and (iii) occupies
the property as his or her primary residence. The borrower must sign all HAMP-relaied documents
in both an individual capacity and as trustee of the infer vivos revocable trust. For document
requirements, servicers should refer to the “Other Pertinent Information” section of the document
summary for the Home Affordable Modification Agreement (Fannie Mae/Freddie Mac Uniform
Instrument, Form 3157) (the “Home Affordable Modification Agreement”), which is available at
www. HMPFzdmin.com.

Q11.05"8Are audited profit and loss (P&L) statements required when verifying income for
HAMP?

Audited P&L statements are NOT required for HAMP.

7EIf a borrower makes the existing contractual monthly payment rather than the trial
period payment during the trial period, should the servicer accept the higher payment
from the borrower, depositing the difference in a suspense account?

All payments made by the borrower must be applied in accordance with the existing loan
documents. However, if the borrower makes a payment that is greater than his or her trial period
payment, the servicer must review investor guidelines to determine if the borrower remains eligible
for HAMP and, if making the contractual payment could jeopardize eligibility, notify the borrower in
writing that making payments in excess of the trial period payment may impact the borrower's
eligibility for a HAMP modification.

Q13.IE8Can a borrower qualify for HAMP if the mortgage loan is currently in the
redemption period after a foreclosure sale?

The answer to this question is dependent on the amount of time remaining in the redemption period
and other legal requirements of the state in which the property is located. When permissible under
state law, the servicer should, on a case-by-case basis, seek prior investor approval prior to
evaluating a borrower for HAMP during a redemption period.

Q14.EZ20If borrowers who are unrelated by marriage, civil union or similar domestic
partnership under applicable law purchased their home together and one borrower has

vacated the property, is the occupying co-borrower eligible to apply for HAMP?

Yes, the occupying co-borrower may pursue HAMP if a quitclaim deed evidencing that the non-
occupying co-barrower has relinquished all rights to the property has been recorded. Servicers
must refer to investor guidance to determine which parties are required to sign the HAMP
documents.
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Q15.EN3"ESupplemental Directive 09-07 requires a servicer to use a recent credit report to
verify that the property securing the mortgage loan is the borrower’s primary residence.
Is it acceptable to confirm the borrower’s primary residence with other forms of
documentation besides the credit report?

In all cases, a servicer must obtain a credit report to verify that the property securing the mortgage
is the borrower’s primary residence. If the credit report does not support the borrower's certification
that the property securing the mortgage loan is the borrower's principal residence, the servicer must
use other documentation, such as a federal income tax return or utility bill, to reconcile the
inconsistency. This additional due diligence on the part of the servicer must be documented in the
loan file/servicing system for compliance review purposes. :

C. De Minimis Test

Q16.For loans that are not fully amortizing products, what payment amount is used for the
de minimis test?

In all cases, the monthly mortgage payment that was used to determine the borrower's eligibility
(adjusted as applicable to include property taxes, hazard insurance, flood insurance, condominium
association fees, and homeowners’ association fees) should be compared to the borrower's
monthly mortgage payment under HAMP (with the same adjustments). Therefore, except as noted
in the next sentence, the monthly mortgage payment used to determine eligibility for loans that are
not fully amortizing would not include full amortization of principal. However, if, at the time eligibility
is being determined, the interest rate will reset within the next 120 days, non-GSE servicers are
reminded that they should use “the greater of (i) the borrower's current scheduled monthly
mortgage payment or (ii) a fully amortizing monthly mortgage payment based on the note reset rate
using the index value as of the date of the evaluation” when determining both eligibility and the
outcome of the de minimis test.

D. Documents

Q17.Are there separate Servicer Participation Agreements (SPA) for Fannie Mae, Freddie
Mac, and non-GSE [oans?

The SPA and related documentation must be executed by servicers for non-GSE loans in order to
receive Treasury-funded incentives and compensation. Servicers are not required o execute an
SPA for GSE loans, since both Fannie Mae and Freddie Mac have made the program mandatory
as detailed in their respective Announcements and Bulletins.

Q18.What entity should sign the SPA - the servicing entity, a holding company (if
applicable), or the servicer's parent? Is there any guidance available on how master
servicers or subservicers would participate in the non-GSE program?

The entity that has the direct contractual obligation to the investor to perform the servicing functions
is the entity that will formally elect to participate in the non-GSE program by signing the SPA. This
entity will sign the SPA regardless of whether (i) it has engaged one or more subservicers to
perform some or ali of the servicing functions on its behalf or (ii) it is subject to oversight by a
master servicer that does not have a direct contractual obligation to the investor to perform the
servicing functions. If the entity that signed the SPA sub-contracts out any portion of its
responsibilities as a servicer to another party, the entity that signed the SPA will be liable for the
acts and omissions of the sub-contracted party under the SPA.
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In addition, the parent company of a servicing entity that has the direct contractual obligation to the
investor to perform the servicing functions may alternatively sign the SPA on behalf of itself (i.e., the
parent) and the contractually obligated servicing entity, as well as any other servicing subsidiaries
that the parent specifies.

Q19.1f a servicer that has signed a SPA transfers mortgage loans, or servicing rights relating
to mortgage loans, subject to the SPA, is the transferee servicer required to assume the
transferor servicer’s obligations under the SPA with respect to those mortgage loans?

No. The transferee servicer may, but is not required to, assume the transferor servicer's obligations
under the SPA with respect to the applicable mortgage loans. Unless the obligations are assumed
by the fransferee servicer, the transferor servicer may not use a transfer to circumvent its existing
obligations under the SPA (ie., remitting HAMP incentive payments earned on modified loans,
modifying loans that successfully complete HAMP irial periods, evaluating borrowers that are 60 or
more days delinquent for HAMP eligibility). In addition, if the transferee servicer has signed its own
SPA, the mortgage loans involved in the transfer will become subject to the transferee servicer's
SPA.

Q20. Are there separate modification documents for GSE and non-GSE loans?

A single set of model modification documents has been provided for all loans regardless of investor.
However, the documents may need to be customized for certain situations that are unique fo a
particular investor's loan program.

Q21. Are state-specific documents required on HAMP modifications? For example, are state-
specific balloon riders required when applicable?

The servicer must revise the HAMP documents as necessary to comply with federal, state, and
local laws. For example, in the event that the HAMP modification results in principal forbearance,
servicers are obligated to modify the uniform instrument to comply with laws and regulations
governing balloon disclosures.

For all mortgage loans that are modified pursuant to HAMP, the servicer must follow investor
guidance with respect to ensuring that the modified morigage loan retains its first-lien position and
is fully enforceable.

Q22 [EZE3dif the borrower files for bankruptcy protection during the trial period, is the triali
' period plan canceled automatically or is a servicer required to continue to work with the
borrower?

Borrowers who file bankruptcy during the trial period remain eligible for a HAMP modification
provided they make all of the required payments in a timely fashion, are otherwise in compliance
with the trial period plan and the certifications set forth in the Hardship Affidavit or the MHA Request
for Modification and Affidavit, as applicable, remain frue and correct. The servicer and its
bankruptey counsel must work with the borrower and the borrower's bankruptcy counsel! to obtain
any required court approvals of the modification. A borrower actively involved in a bankrupicy
proceeding prior to being placed in HAMP is eligible for HAMP at the servicer’s discretion. If a
servicer provides an offer under HAMP fo a borrower that is involved in an aclive bankruptcy case,
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the servicer must work with the borrower or borrower's counsel to obtain all necessary approvals
from the bankruptcy court. '

Q23.5EEE How should servicers address loan documents that did not include standard
escrow provisions?

Servicers must replace Section 4.D. of the Home Affordable Modification Agreement with industry
standard escrow account provisions that are comparable to the escrow account provisions found in
the Fannie Mae/Freddie Mac uniform instruments.

In addition, if the servicer uses a Home Affordable Modification Trial Period Plan (Fannie
Mae/Freddie Mac Uniform Instrument, Form 31586) (the “Trial Period Plan), the servicer must insert
the following language at the end of section 4.C. of the Trial Period Plan:

“Uniess the lLender determines that an Escrow Account may not be established in
connection with the mortgage loan under applicable law, this Plan constitutes notice that the
Lender's waiver as to payment of Escrow Items, if any, has been revoked, and | have been
advised of the amount needed to fund my Escrow Account. [f the Loan Documents do not
currently have Escrow Account provisions comparable to those in the Fannie Mae/Freddie
Mac Uniform Security Instruments, such Escrow Account provisions comparable to the
Escrow Account provisions in the Fannie Mae/Freddie Mac Uniform Instrument for the state
in which the property is located, shall be added in the Modification Agreement.”

Q244842 Are servicers permitted to insert conditional language in the Trial Period Plan
and the Home Affordable Modification Agreement to avoid having to review each set of
base loan documents to determine if they contain prepayment or assumption
provisions or, in order to retain first lien position, require subordination agreements
and/or title policy endorsements?

The Trial Period Plan and the Home Affordable Modification Agreement currently available on
www.HMPadrmin.corm have been updated to include the necessary conditionat language.

Q25.EEE S Must  all prepayment penalties be waived in connection with a HAMP
modification, or only prepayment penalties associated with borrower “pay for
performance” principal balance reduction payments?

Except as provided below in Q26, no prepayment penalties may be assessed in connection with
modifications under HAMP. Therefore, if any provision in the note or in any addendum or
amendment to the note allows for the assessment of a penalty for full or partial prepayment of the
note, such provision must be waived. Conditional language to implement this waiver is included in
the Home Affordable Modification Agreement,

Q26.W3EDlIs a participating servicer required to modify loans that are eligible for HAMP if
the servicer is subject to a pooling and servicing agreement or similar servicing
contract (“PSA”) that requires payment of a material sum to investors if any applicable
prepayment penalties are waived?

Yes, such loans must be modified if they are eligible for HAMP modifications, and servicers must
use reasonable efforts to eliminate the PSA provision requiring payment by the servicer if the
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prepayment penalty is waived. However, if the servicer is unable to eliminate the PSA provision,
the servicer is not required o waive the prepayment penalty as part of the HAMP modification,
provided that the prepayment penalty must be waived with respect to any borrower “pay for
performance” principal balance reduction payments that are applied to the borrower's mortgage
loan. In such a case, servicers should replace Section 4.1. of the Home Affordable Modification
Agreement with the following language:

“That, as of the Modification Effective Date, any provision in the Note, as amended, for the
assessment of a penalty for full or partial prepayment of the Note must be waived with
respect to any borrower “pay for performance” principal balance reduction payments that are
applied to the Loan.”

Q27.B2E0If the standard modification waterfall requires principal forbearance, should the
Home Affordable Modification Agreement be amended to reflect the principal
forbearance amount?

The Home Affordable Modification Agreement must be revised to reflect the principal forbearance
amount. The exact modification language can be obtained from the document summary for the
Home Affordable Modification Agreement, available at www HMPadmin.com.

Q28.If the borrower had no obligation under the Loan Documents to remit escrow items or
the lender waived the requirement to pay escrow items prior to entering into the trial
period (the terms of which revoked that waiver), must the borrower continue to remit
escrow items with the monthly payment if the borrower fails the frial period?

Once the escrow account is established, the horrower must continue to make menthly escrow
payments. However, upon a bomower’s failure of the ftrial period, a servicer may waive the
requirement to make monthly escrow payments, subject to any limitations imposed by applicable
law and any investor or other contractual requirements (e.g., servicer obligations to advance tax,
insurance and other third party payments to protect the investor’s first lien position).

E. Escrow

Q29.Can escrow payment estimates be used to determine payments during the trial period
to avoid delays in processing?

Servicers may perform an escrow analysis based on estimates prior to extending a HAMP offer.
However, if a servicer estimates the escrow payments for the HAMP offer, the servicer is not
permitted to use national averages in the estimate calculations. Prior to determining the borrower’s
eligibility for HAMP hased on documentation, servicers must complete an escrow analysis to
determine the exact escrow payments. '

Q30.How should servicers treat escrow shortages?

In the event the initial escrow analysis identifies an escrow shortage — a deficiency in the escrow
deposits needed to pay all future tax and insurance payments — the servicer must take steps to
eliminate the shortage. Any actions taken by the servicer to eliminate the escrow shortage must be
in compliance with applicable laws, rules, and regulations, including, but nct limited to, the Real
Estate Settlement Procedures Act.
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Q31.E4ET0If a borrower has successfully completed the trial period plan and the servicer is
preparing the Home Affordable Modification Agreement, should the servicer have the
borrower execute a note for any escrow advance? Should the servicer provide a Truth-
in-Lending (TIL) statement for this loan?

The servicer should not have the borrower execute a note for any escrow advance. Instead, the
servicer should capitalize any escrow advance that has been or will be paid to a third party before
the modification agreement's effective date as outlined in Supplemental Directive 09-01. If
capitalization is prohibited by applicable law, the servicer should have the borrower repay the
advance in accordance with investor guidelines, the underlying security instrument and ali
applicable laws, rules and regulations including, but not limited to, RESPA and TILA.

F. Principal Forbearance

Q32.K a borrower with principal forbearance makes a substantial principal curtailment that
is greater than or equal to the interest-bearing unpaid principal balance (UPB), should
the curtailment be applied to the interest bearing principal or the principal forbearance
portion?

The curtailment should be applied to the principal forbearance portion. This policy eliminates the
possibility of a curtailment paying off (and satisfying) the interest-bearing portion of the UPB (the
entire ioan would become due and payable at that point), thereby forcing the borrower to pay off the
principal forbearance portion of the loan balance. In those instances, to avoid that negative result,
the curtailment must be applied to the principal forbearance amount. Any remaining funds would be
applied to the interest-bearing UPB.

Q33.5: Does the earlier FDIC guidance on accounting treatment of principal forbearance
apply under HAMP?

Yes. For loans within securitizations, servicers, securities administrators and other transaction
parties should treat HAMP principal forbearance amounts as realized losses as of the applicable
loan modification dates under any applicable securitization pooling or trust agreement. The only
exception to that principle is that servicers and securities administrators are permitted not to treat
HAMP principal forbearance amounts as realized losses if, and only if, (i) the applicable
securitization pooling or trust agreement specifically addresses principal forbearance in the HAMP
context (i.e., it includes the permanent forgiveness of interest and postponement of principal
repayment for a long period, as described below) and (ii) such agreement explicitly and affirmatively
directs that such forborne principal not be treated as a realized loss.

For the avoidance of doubt, “principal forbearance” in the context of HAMP is non-interest bearing
and non-amortizing. Securitization pooling or trust agreements often use the term “principal
forbearance” in a context which only requires delaying of the date on which certain payments of
principal are due for short periods; interest typically continues to accrue and is required to be
capitalized. For HAMP, not only must principal forbearance delay the date in which such forborne
principat is due to maturity sale or payoff, but no interest may accrue on such forborne amounts.
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G. HUD Counseling
Q34.Wheo pays for the HUD counseling?

There is no charge to either borrowers or servicers for HUD-approved counseling (borrowers whose
back-end debt-to-income ratio is equal to or greater than 55% must represent in writing in the
HAMP documents that they will obtain such counseling). Servicers may, at their discretion, use a
portion of the servicer incentive compensation to compensate counselors for counseling services
provided in conjunction with HAMP.

Q35.If a borrower has recently completed HUD-approved debt counseling, do they still need
to work with a counselor?

Borrowers with back-end debt-to-income ratios of 55 percent or more must agree in writing to obtain
HUD-approved counseling as a condition of receiving a HAMP modification, even if they recently
completed counseling.

H. Income Verification
Q36.W\Nhy must the borrower submit an IRS Form 4506-T7

Servicers should refer to the guidance provided in Supplemental Directive 09-07 with respect to IRS
Form 4506-T. Servicers should also note that on October 21, 2009, the IRS introduced Form
4506T-EZ. Form 4506T-EZ is a permissible substitute under HAMP for Form 4506-T for borrowers
who filed a Form 1040 series on a calendar-year basis.

Q37.If a borrower submits unsighed tax returns, but provides evidence the returns were
electronically filed, does evidence of the electronic filing satisfy the requirement for
"signed tax returns™? If a borrower submits unsigned tax returns, must a servicer file
the Form 4506-T or Form 4506T-EZ, as applicable, or may they return the tax returns to
the homeowner for signature?

Evidence of an electronically filed tax return satisfies the signed tax return requirement. If the
borrower submits an unsigned tax return without evidence of electronic filing, the servicer may
either file the Form 4506-T or Form 4506T-EZ, as applicable, or return the tax return to the
homeowner for signature. Upon execution, the borrower should return the “signed” retum to the
servicer.

Q38.

Yes. Only the borrower's most recent tax return needs to be obtained. If the tax return for the most
recent tax year is not available, the servicer must process the borrower’'s signed Form 4506-T to
confirm that the borrower did not file a tax return for that year.

Zls the borrower eligible for HAMP if he or she is not a current tax filer?

@39.68ETIs the borrower eligible for HAMP if he or she is not required to file a tax return?

Yes. Such a borrower must document why he or she does not need to file a tax return. The
servicer must review and approve this rationale. A borrower is not eligible for HAMP if the borrower
was required to file a tax return but failed to do so.
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Q40.1f the borrower can provide two pay stubs that show current earnings used for
qualifying purposes under HAMP, can the servicer use only that information and not
require YTD earnings?

No. Documentation of YTD earnings is a requirement of HAMP. Current earnings should be used
to qualify the borrower. YTD earnings can be used to substanliate additional income such as
bonuses and overtime.

Q41.1 ould you please clarify the intent behind “third party documents” related to
self-employed income?

As provided in Supplemental Directive 09-07, third party documents are no longer required for self-
employed borrowers.

Q42.Can income of a household member not on the original note be used in the income
calculations to qualify for the modification? If so, would it require that the person be
added to the Note for the modification?

A borrower has the option of disclosing a household member's income (where the household
member is not included on the Note). Servicers should include non-borrower household income in
monthly gross income if it is voluntarily provided by the borrower and if there is documentary
evidence that the income has been, and reasonably can continue to be, relied upon to support the
mortgage payment. All non-borrower household income included in monthly gross income must be
documented and verified by the servicer using the same standards for verifying a borrower’s
income. The borrower may elect to add a new borrower to the note, but it is not a requirement in
order to include the household member's income in the Home Affordable Modification evaluation.

Q43.1f income from other non-borrower household members is considered under HAMP,
shouid a servicer also consider expenses for the other household members?

A servicer should not consider expenses of non-borrower household members but may consider
the percentage of his or her income that the non-borrower routinely contributes to the household.

Q44.What action should the servicer take if the tax returns do not align with the paystubs
provided?

The servicer should ask the homeowner to explain material differences between tax returns and
income documentation, and document such differences in the servicing system. if the verified
documentation reasonably indicates that a borrower is committing fraud, the servicer should not
extend the modification,

Q45.For a loan in foreclosure, may a servicer require the homeowner to make the initial trial
period payment in certified funds? May a servicer require certified funds on
subsequent trial period payments?

Servicers should continue to follow their current practices, subject to applicable law and the
mortgage documents, as it relates to requiring borrowers to make payments using certified funds.
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Servicers may not impose any stricter standard for payments due under HAMP than are applied in
the servicer's other loss mitigation programs.

l. Net Present Value (NPV) Model
Gi46. What is the NPV model and what is it used for?

The NPV model determines the NPV outcome (positive or negative) for a given modification. A
positive NPV occurs where the discounted value of expected cash flows for the modified loan is
higher than the discounted value of expected cash flows for the unmadified loan. The NPV model
software tool resides on the servicer Web portal (www HMPadmin.com), and is available to all
participating servicers of both GSE and non-GSE mortgage loans eligible for a Home Affordable
Modification.

Q47.1s there a different NPV model for non-GSE and GSE loans?

The same basic NPV maodel will be used by each servicer for both non-GSE and GSE loans.
However, as discussed below, large servicers of non-GSE loans will be able fo customize the
model based on the unique performance of their own portfolios. Additionally, with respect to certain
assumptions such as discount rate, servicers may use different values for non-GSE and GSE loans,
subject to the respective GSE’s guidelines.

Q438. Will every servicer be required to use the same discount rate in calculating NPV?

For GSE loans, servicers must follow the respective GSE guidance with respect o the discount
rate. For non-GSE loans, servicers have the option of using the same discount rate for all loans or
choosing one discount rate for loans they service for themselves and a different discount rate for
loans serviced for all third party investors. The discount rate applied to loans serviced on behalf of
third party investors must be at least as high as the discount rate applied to a servicer's held
portfolio, but in no event higher than the maximum rate permitied under the HAMP. Program
guidelines establish a base discount rate for nhon-GSE loans equal to the Freddie Mac Primary
Mortgage Market Survey (PMMS) rate for 30-year fixed-rate conforming loans. Servicers of non-
GSE loans may add a premium of up to 250 basis points to this rate.

Q49.

For non-GSE i{oans, a servicer is not required to offer the HAMP modification on a loan where the
NPV result is negative, but it may do so at its discretion in accordance with investor guidelines. If
the NPV is negative and the servicer chooses to modify the loan, any principal forbearance amount
may not reduce the interest-bearing principal to less than 100 percent of the mark-to-market loan-
to-value (LTV) ratio. For GSE loans, servicers should refer to the applicable GSE guidelines as it
relates to NPV results and HAMP eligibility.

Can the HAMP modification be pursued if the NPV result is negative?

Q50.Will servicers be able to build the NPV model into their platform/system? Can they
customize the NPV Calculator?

Yes. Detailed business and technology requirements for servicers wishing to install the NPV
Calculator on their own systems are forthcoming and will be posted on www.HMFadmin.com. The

most recent Net Present Value Model Documentation can be obtained at www HMPadmin.com.
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Servicers having at least a $40 billion servicing book will have the option to create a version of the
NPV model that uses a set of cure rates and redefault rates estimated based on the experience of
their own portfolios. The default model must take into consideration, if feasible, current LTV,
current monthly mortgage payment, current credit score, delinquency status, and other loan or
borrower attributes. Customized versions of the NPV model must utilize the base NPV model
values for variables such as home price projections and foreclosure and REQ timelines and costs.
These values are posted on www HMPadmin.com, and will be periodically updated. Any servicer
electing to either build the NPV model into their platform/system and/or create a customized version
of the NPV model must first successfully pass an output test, as to ensure that the servicer NPV
model outputs are consistent with the base Treasury model. Servicers may not begin using a
recoded or customized model without first obtaining an acceptable output test.

GSE servicers must consult each GSE with respect fo the loans it services on behalf of that GSE
before building the NPV model into their own platform/system or customizing the NPV Calculator.

Q51.Will Freddie Mac, in its capacity as Compliance Agent for the Treasury, monitor
implementation or customization of the NPV model?

Yes. Servicers electing either to implement the NPV model on their own systems or, where eligible,
to create a customized version must first successfully pass an NPV output test to ensure that the
servicer's NPV model oufputs are consistent with those of the Base NPV Model v3.0.

Servicers who plan to begin using their own NPV Model v3.0 by September 1, 2009 are required to
conduct and pass the NPV output test béfore that date. Servicers planning to implement or
customize the NPV model after September 1, 2009 must pass an output test before they begin
using that model.

The MHA Compliance Agent (Freddie Mac) will administer and evaluate the results of all servicer
NPV output tests and provide the necessary clearance for servicers to begin using their own NPV
models. The test will involve running a dataset of sample madifications against the servicer's NPV
model. To pass the test, the servicer NPV model results for the entire dataset of sample
modifications must be consistent with the corresponding base NPV model results, within a defined
threshold of acceptable variance. Additional instructions regarding the NPV output test will be
provided to servicers upon request. Please e-mail Dans D'Alegsandro, Director, Program
Management, MHA Compliance at: dane_d'alessandro@mhacompliance.com.

Subsequent to the test, servicers electing to use a customized version of the NPV model will be
asked to provide documentation on methodology and key assumptions, as well as evidence that the
servicer has instituted adequate controls and governance procedures with respect to the model.

NPV compliance testing will be conducted on an ongoing basis for the life of the HAMP program,
and will be triggered both by changes to the base NPV model and by servicer-driven changes, such
as migration to new systems, subsequent decisions to use servicer-specific default rates (where
permitted) or to change those rates, and other related factors.

Servicers of Fannie Mae and Freddie Mac loans must follow the respective GSE's guidance
regarding building the NPV model into their own piatform/system or customizing the NPV model.
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Q@52. How soon after release of a new version of the Making Home Affordable NPV model or
after signing a Servicer Participation Agreement must a servicer begin to use the new
base NPV model?

Participating and new servicers will have a grace period to implement each new version of the
Making Home Affordable (MHA) Net Present Value Base Model. The grace period for each new
version will be set forth in the applicable NPV release documentation. In addition, the release
documentation will provide guidance as to which NPV model version servicers should use during
the grace period. Afier the grace period, servicers must use either the most recent version of ihe
base MHA Net Present Value Model or a customized version that meets the requirements for
customization outlined in the model documentation.

Q53. Will mortgage insurance (MI) be considered in the NPV model?

Yes. Ml is considered in calculating the net present value of both the modified and unmodified
loan. Ml payments reduce investor losses in the event of a default for both of these scenarios. In
addition, partial M} claims can be entered to increase the value of the modification io the investor.

Q54.1 initially tested a borrower under an earlier NPV model {e.g., Version 1.5) and he
passed. | received the borrower's income documentation after the next major model
version was released (e.g., version 2.0). Should I retest the borrower based on verified
income using the current version of the NPV model?

No.  Servicers should test borrowers using the same major NPV model version each time the
borrower is evaluated. All previous major versions of the NPV model are available on
www. HMPadmin.corm so that borrowers can be tested using the same major NPV model version for
each evaluation.

Q55. Can servicers choose the NPV model version used to test a specific borrower?

No. New applicants to HAMP should be tested using the latest available NPV model version, and
retests should use the same major model version as the initial test.

Q56. 1 tested a borrower using the NPV model and he passed. Since then, | have received the
borrower’s income documentation. When | retest the borrower based on verified
income, which NPV inputs should | hold constant and which NPV inputs should I
update?

The only NPV inputs that should be updated when the borrower is retested are those that were
incorrect on the date of the initial NPV evaluation and since have been corrected based on the
borrower’s income documentation. Inputs that have changed in the interim but were correct on the
date of the initial NPV evaluation should be held constant. Elements that change based on
documentation are likely to be limited to borrower-reported information, such as income,
homeowner association fees, and monthly tax payments. The terms of the maodification — the
interest rate reduction, term extension, and forbearance amount — also may change as the
borrower-reported inputs are adjusted. In the portal version of the NPV model servicers should not
change the “Data Collection Date” or the associated UPB and remaining term information. This
information should be reported for the retest as it was in the initial NPV evaluation.
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J. Reporting Requirements

Q57.When will reporting requirements, including the key data points, be available for
servicers? What type of reporting format/medium will be required?

Servicers must begin providing loan level data to Fannie Mae, the program administrator, when a
HAMP loan enters a trial period. Details on the required loan level data for these reporting
requirements are provided in the "HAMP Data Dictionary" available at wyaw . HMPadmin.com.

Q58.What date should be reported by the servicer for the Interest Rate Lock Date for
Modification in the trial period set up file and in the loan set up file?

The Interest Rate Lock Date for Modification is the date that the Interest Rate Cap for a modified
mortgage loan is determined. For trial set up reporting, the servicer should report the date that it
selected the Freddie Mac Weekly Primary Mortgage Market Survey (PMMS) Rate used to
determine eligibility for HAMP when establishing the interest rate terms in the standard waterfall
process for the trial period payment under the trial period plan. For loan set up reporting, the
servicer should report the date that it selected the Freddie Mac Weekly PMMS Rate used to
establish the interest rate terms in the standard waterfall process for the modification payment
under the Modification Agreement. As specified in Supplemental Directive 09-01, the Freddie Mac
Weekly PMMS Rate used for the modification payment should be the rate, rounded to the nearest
0.125 percent, in effect as of the date that the Modification Agreement is prepared.

Q59.1 the servicer does not have the property condition from an appraisal or BPO, what
should the servicer enter in the "property condition™ field in IR27?

The servicer should enter “3” (Fair} when they don't have a property condition from an appraisal or
a BPO, provided the property meets HAMP eligibility requirements. Servicers must enter “5” if the
property is condemned. When servicers enter “3” because they don't have a property condition
from an appraisal or a BPO: (i) the “property condition” field in IR2 may not be relied on by the
servicer as a justification or presumption that the loan qualifies for HAMP and that any subsequent
payout based on the information in IR2 does not constitute a waiver on the part of the investor
and/or Treasury who reserves all rights to seek reimbursement of an improper payout or
repurchase of the loan in the event the property does not meet HAMP eligibility requirements; and
(i) the “property condition” field in IR2 may not be relied on by the investor as grounds for
repurchase of the loan due to a breach of a representation and warranty related to the property
condition.

Q60.2 hat should a servicer do if its servicing system will not report to credit bureaus
based on the due date of the trial period payment as stated in the Trial Period Plan
cover letter, but instead reports based on the contractual due date? If the servicer
cannot follow the process, can it delete the specific language in the cover letter
regarding credit reporting?

As outlined in Supplemental Directive 09-01, if a borrower is current prior to entering the trial period,
servicers are required to report to the credit bureaus that the borrower is current but on a modified
payment if the borrower makes timely trial period payments by the 30th day of each trial period. If
the servicer's servicing system will not allow them to report in this manner, servicers may edit the
Trial Period Plan cover letter to accurately describe the servicer's practice related to credit bureau
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repotting. Note: The new Trial Period Plan Notice does not contain detailed language related to
credit bureau reporting practices.

Q61.lETRThe IRS Form 1098 does not contain the UPB for the applicable loan. In the case
of a loan with a principal forbearance, would it be an accurate assumption that a
notation is not necessary on the 1098 fo remind the borrower of the principal
forhearance? :

Yes.

Q62.E3If the servicer utilizes an IRS-compliant Annual Borrower Statement that includes
the UPB of the modified loan as a substitute 1098 and the loan has principal
forbearance, is it necessary to state the principal forbearance amount on the
statement?

Yes. Any borrower statement that includes the unpaid principal balance of the ioan must include
the principal forbearance amount, if applicable.

K. Trial Period

Q63. R IMust foreclosure be suspended during the trial period?

Except in “foreclosure restart states” as described in Q65 below, any foreclosure sale must be
suspended and no new foreclosure action may be initiated during the trial period. Foreclosure
actions may not be initiated or restarted until the borrower has failed the trial period and the
borrower has been considered and found ineligible for other available foreclosure prevention
options.

Q64.EEEDWhat is success or failure under a trial period plan?

The trial period plan is considered to be successiful if the borrower has made all of the trial period
plan paymenis no later than the last business day of the month in which the last trial pericd plan
payment is due, the borrower has provided all required documentation, the borrower has complied
with all other requirements of the trial period plan and the certifications set forth in the Hardship
Affidavit or the MHA Request for Modification and Affidavit, as applicable, remain true and correct.
If the servicer has not received all trial period plan payments or required documentation by this
deadline or determines the borrower has not otherwise complied with the trial period plan, the
borrower has failed the trial period and is not eligible for a permanent ioan modification under
HAMP. The servicer must consider the borrower for other foreclosure prevention alternatives,
including pre-foreclosure sales and deeds in lieu of fareclosure, as appropriate.

Q65.What rules apply to loans that were in active foreclosure in foreclosure restart states
prior fo initiation of the trial period plan? Will borrowers be considered to have failed
the trial period plan if they are not current at the time the foreclosure sale is scheduled?
How could such borrowers be current if foreclosure was already in process?

Due to unique foreclosure law requirements in Georgia, Hawalii, Missouri, and Virginia, borrowers in
these states who were in active foreclosure prior to executing a trial period plan will be considered

to have failed the trial ieriod ilan and servicers mai iroceed with the foreclosure if either iai the
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servicer determines that the borrower made a misrepresentation under the trial period plan or (b)
the borrower has not made all required trial period payments through the end of the month
preceding the month in which the foreclosure sale is scheduled to occur.

Q66.When a borrower is piaced in a trial period plan, does the lean information need to be
changed on the servicer's system and the investor’s system to reflect the trial period
terms?

No, scheduled loan terms in servicing systems should not be modified during the trial period.
However, servicers must follow the requirements for reporting to the credit reporting agencies
during the trial period as set forth in Supplemental Directive 09-01 and discussed below in Q67.

Q67.How should borrower payments be reported to credit reporting agencies during the trial
period?

Servicers should coniinue to report a “full file” status report o the four major credit reporting
agencies while evaluating a borrower for program eligibility and during the trial period plan. If a
borrower is current when they enter the trial period, the servicer should report the borrower current
but on a modified payment if the borrower makes timely payments by the last business day of each
trial period month at the modified amount during the trial period. If a borrower is delinquent when
they enter the trial period, the servicer should continue to report in such a manner that accurately
reflects the borrower’'s delinquency and workout status following usual and customary reporting
standards.

In both cases the servicer should report the modification when it becomes final.

Q68. If the borrower fails during the trial period, can he or she be provided with

another offer under HAMP?
Deleted. Refer to Q71.

Q69. BEEEEIf the borrower makes the first trial period payment before the servicer prepares
the Trial Period Plan, and the borrower never returns a signed Trial Period Plan, can he
or she be provided with another offer under HAMP?

Deleied. Referto Q71.

Q70. If the servicer prepared a Trial Period Plan based on the borrower's stated
income information and, upon receipt of the income documentation, discovers that the
original Trial Period Plan was out of tolerance, can the borrower be provided with

another offer under HAMP?

Deleted. Refer to Q71.
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Q71. iZ.ils a borrower who has received a HAMP offer eligible for a subsequent HAMP
offer? When is a servicer’s SPA obligation to offer a borrower a HAMP modification
considered satisfied?

A borrower who has a received a HAMP offer is ineligible for a subsequent HAMP offer, and the
servicer's SPA obligation fo offer the borrower a HAMP modification is considered satisfied, in the
following circumstances:

» the borrower received a HAMP modification and lost good standing, or
+ the borrower received a HAMP offer and made the first payment under trial period plan, but did not
{i) make all required payments by the end of the trial period, or (ii) provide all required documents

. by the end of the trial period.

A borrower may seek reconsideration for a HAMP modification and the servicer is obligated to consider the
borrower’s request under the SPA, in the following circumstances:

- the borrower was found ineligible, either for a trial period plan or during the trial period plan, but
circumstances such as income have changed sufficiently to impact the previous determination, or

= the borrower received a HAMP offer, but did not make the first trial period payment by the end of
the month in which it was due.

Q7224 Can the borrower accelerate his or her modification effective date by making his
or her trial period payments earlier than scheduled?

No. Although the borrower may make scheduled paymenis earlier than expected, under HAMP, the
payments may not result in acceleration of the modification effective date. There is no variation to
this rule.

L. Valuation

Q73.12% hy is an appraisal, broker price opinion (BPO), or automated valuation model
{AVM) generated property valuation necessary and when does such a valuation become
stale?

The appraisal, BPO, or AVM-generated property valuation is an input to the NPV calculator.
Pursuant to Supplemental Directive 09-07, the valuation must be less than 90 days old on the date
the servicer first evaluates the borrower for HAMP eligibility using the NPV model. The information
will remain valid for the duration of the trial period and does not need to be updated for any
subsequent NPV evaluation.

Q74.What is considered a reliable confidence score for an AVM?

Servicers relying on their internal AVM should establish reasonable confidence scores. Confidence
scores that are deemed reasonable by bank examiners are aise considered reasonable for
purposes of this program. For GSE AVMs, each GSE will communicate guidance on the
permissibility to use internal AVMs and reasonable confidence scores.

Home Affordable Modification Program FAQs — Page: 18



Q75.If a broker price opinion (BPO) is utilized, will an exterior inspection be sufficient or is
an interiorfexterior inspection with photos required?

Where BPOs are utilized, exterior-only inspections are sufficient.

M. Verification

Q76.1f one of the borrowers on the loan is non-responsive (will not supply income
documentation and will not sign a Home Affordable Modification Agreement), can the
HAMP modification proceed with the remaining borrower who is residing in the
household, as long as the HAMP modification does not have to be recorded?

Unless a borrower or co-borrower is deceased or a borrower and a co-borrower are divorced, all
parties who signed the original loan documents or their duly authorized representative(s) must
execute the HAMP documents. If a borrower and a co-borrower are divorced and the property has
been transferred to one spouse in the divorce decree, the spouse who no longer has an interest in
the property is not required to execute the HAMP documents. Servicers may evaluate requests on a
case-by-case basis when the borrower is unable to sign due to circumstances such as mental
incapacity, military deployment, etc.

Q77.H5300iCan HAMP be considered for a borrower that is temporarily displaced (e.g.,
incarceration, temporary foreign service assignment, military service, etc.) from his/her
home if sthe is the only borrower on the original loan documents but an occupant, who
is not on the loan, is still living in the property as a primary residence?

If the borrower was occupying the property as his or her principal residence immediately prior to his
or her displacement, intends to occupy the property as his or her principal residence upon his or her
return and the current occupant is not a tenant, the mortgage loan is eligible for consideration under
HAMP. The servicer must confirm the borrower's occupancy representations as set forth in
Supplemental Directive 09-07.

Q78

No. Extinguishment of second lien instruments is not a requirement of HAMP. Servicers should
refer to guidance on the Second Lien Modification Program provided in Supplemental Directive 09-
05 or by the applicable GSE.

ils extinguishment of a second lien required under HAMP?

Q79.B:3 1 Please clarify the definition of non-borrower household income. Who is a non-
borrower?

A non-borrower is someone who is not on the original note (and may or may not be on the original
security instrument), but whose income has been relied upon to support the mortgage payment.
Non-borrower household income that may be considered for HAMP qualification must come from
someone who resides in the residence. Examples include a non-borrower spouse, parent, child or
a non-relative, but in each case, a person who shares in the occupancy of the home and provides
some suppott for the household expenses.
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Q80.EET@What information must a borrower provide to document unemployment benefit
income {Ul)? What resources exist to allow a servicer to verify this unemployment
insurance benefit information?

Borrowers must document the amount, frequency and duration of the unemployment benefits. This
information is typically obfained through official Ul bhenefit documentation (the “Monetary
Determination Letter”). Note that the Monetary Determination Letter does not include exceptional
state benefit extensions and federally funded benefit extensions; therefore the total duration of the
borrower's Ul eligibility is not reflected in the "Maximum Benefit Amount” field of the Monetary
Determination Letter.

To determine the total length of time an unemployed borrower may confinue receiving payments —
including federal and state-specific extensions — the servicer may use the Department of Labor Ul
benefit tool which is available at hitp://www.ows.dolets coviunemplov/ben entitle asp. If this tool is
used, a screen shot of the output should be included with the loan file. Information about the length
of benefit eligibitity for workers qualifying for Trade Adjustment Assistance can also be found at the
above Web site.

Q81. a borrower who is unemployed with six months of unemployment benefits
remaining and the ability to file for an extension extending benefits beyond the required

nine months eligible for HAMP?

if the servicer makes a reasonable determination that the borrower is eligible to file for an extension
for the unemployment benefits, and the extension would extend to or beyond nine menths from the
servicer's initial evaluation of the borrower for HAMP eligibility, such unemployment income is
eligible to be included when qualifying the borrower for HAMP. The borrower must also meet all
other HAMP eligibility criteria.

Q82. &5 How should the borrower’'s “pay for performance” incentive be treated for tax
reporting purposes?

The IRS has ruled that the borrower's “pay for petformance” principal balance reduction payment
will be excluded from gross income for tax reporting purposes. .

Q83.0M=TE8ls it permissible for a servicer to require a delinquent borrower to make a "good
faith™ or contribution payment pending the processing of the trial period plan before the
plan starts?

No, servicers may not require the borrower to make a “good faith™ or contribution payment.

Q84.EM="EMay a servicer accept information provided on behalf of borrowers by trusted
advisors such as HUD-approved housing counselors?

Yes. Servicers should accept borrower information delivered by an authorized frusted advisor on
behalf of a borrower and may use that information to determine HAMP eligibility. In such cases, the
servicer must comply with applicable privacy and other laws and, when necessary, obtain evidence
of the borrower’s consent to the servicer's sharing of the borrower's private financial information
with the trusted advisor.
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Servicers may pledge any portion of the upfront servicer incentive that is earned in conjunction with
a completed HAMP modification to compensate trusted advisors acting on behalf of a borrower,
provided that there is no fee charged to the borrower.

Q85.WENEIf there are changes in a borrower's tax and insurance premium payments during
the trial period {but after a verified approval), must the servicer re-evaluate the borrower
for HAMP eligibility and obtain a new NPV result?

No, the servicer is not required to re-evaluate the borrower for HAMP eligibility or obtain a new NPV
result after the eligibility determination based on verified income documentation. However, the
servicer must provide written notice fo the borrower — in addition to any escrow notification required
by RESPA — which explains the impact of the new escrow payment on the trial period plan.

N. Standard Modification Waterfall Questions |

Q86. Please clarify the servicer’s obligation as it relates to the HOPE for Homeowners (H4H)
requirement.

While the servicer is gathering information to determine if a borrower meets the minimum eligibility
criteria for HAMP, it should also be assessing whether the borrower may be eligible to refinance
through an FHA H4H loan. This assessment would involve asking the foliowing set of questions:

. Will the loan amount exceed $550,4407?

. Has the borrower made less than 6 full payments during the life of the first lien loan?

. Does the borrower have an ownership interest in other residential real estate (including
2nd homes/rental properties)?

. Was the mortgage to be refinanced originated after January 1, 20087

. Does the property contain more than 1 unit?

If the answer to all of these questions is “NO”, the borrower may be eligible for H4H. In this case,
the servicer should counsel the borrower to seek a refinance with an H4H lender. If the servicer's
origination division does not participate in the H4H program, a listing of participating lenders can be
found at the following link:

hitp://oortal.hud goviportalipege? pageid=73 76057628 dad=pertal®& schema=PORTAL

If the servicer knows that the related owner or third party investor does not permit principal
forgiveness, which is required under H4H, no servicer action is required with respect to that loan.
However, the servicer may not refuse to consider a borrower for HAMP or refuse to initiate a trial
period plan for an otherwise qualified borrower subject to that borrower applying for and being
denied a loan under H4H.

Servicers should demonstrate compliance with this requirement by documenting the date of the
referral. Servicers are not — under any circumstances — required to take a loan application from the
borrower.
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Q37 a pooling and servicing agreement or other investor servicing agreement
{“PSA”) or applicable law restricts or prohibits a modification step in the standard
modification waterfall and the servicer partially performs it or skips it, does the

modification still qualify for HAMP?

Yes. Servicers should maintain evidence in the loan file documenting the nature of any deviation
from taking any sequential modification step in the standard modification waterfall. The evidence
should demonstrate that the applicable PSA or applicable law restricted or prohibited the servicer
from fully performing or taking the modification step. If a servicer was restricted or prohibited from
fully performing or {aking the modification step, the documentation should show that it made
reasonable efforts to seek a waiver from the applicable investor and whether the requested waiver
was approved or denied.

The requirement set forth in Supplemental Directive 09-01 fo seek prior approval from Fannie Mae,
in its capacity as program administrator, for deviating from the standard modification waterfall has
been eliminated.

(188.May a servicer extend the term before reducing the interest rate if the servicer believes
the outcome is better for the borrower?

Servicers must follow the waterfall steps sequentially as outlined by Supplemental Directive 09-01.
The interest rate must be fully reduced to 2 percent prior to any term extension. However, servicers
are not precluded under HAMP from agreeing to a modification where additional principal
forbearance is substituted for extending the term as needed to achieve the target monthly mortgage
payment ratio of 31 percent, as long as the modification otherwise complies with HAMP
requirements. In this case, borrower, servicer and investor incentive / reimbursement payments will
be paid on modification terms that reflect the target monthly mortgage payment ratio and standard
modification terms.

Q89.Can servicers agree to a rate below 2 percent of fix the reduced rate for the life of the
loan?

Yes. Subject to investor guidelines or applicable law, servicers are not precluded under HAMP
from agreeing to a modification where the interest rate is reduced to less than 2 percent or does not
step up after five years. However, borrower, servicer and investor incentive/reimbursement
payments for these modifications will be paid based on modification terms that reflect the target
monthly mortgage payment ratio and standard modification terms.

Q90. a PSA prohibits term extension (but not extension of the amortization schedule),
may a servicer modify the loan under HAMP by reducing the interest rate and extending
the amortization schedule as necessary to achieve the target monthly morigage
payment ratio and edit the Home Affordable Modification Agreement accordingly to

reflect the extended amortization schedule?

Yes. As provided in Supplemental Directive 09-01, if a servicer is prohibited under a PSA from
extending the term (but is not prohibited from extending the amortization schedule), the servicer
may extend the amortization schedule up to 480 months to achieve the target monthly morigage
payment ratio. If, in this case, the amortization schedule would terminate after the loan’s maturity
date, then the borrower must pay the remaining balance on the maturity date in the form of a
balloon payment. Servicers are reminded that they are required to amend the Home Affordable
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Modification Agreement and Trial Period Plan as necessary to comply with applicable federal, state
and local law, which would include any required disclosures of a balloon payment. In addition, in
this circumstance, a servicer should amend the payment schedule in Section 3C of the Modification
Agreement to reflect a final balloon payment due at maturity of the loan. Finally, the servicer must
document the PSA prohibition on term extension as set forth in Q87 above.

Q91.Where can the servicer obtain the Freddie Mac Primary Mortgage Market Survey rate?

The Freddie Mac Primary Mortgage Market Survey rate (PMMS) is the conventional mortgage rate
published in the Federal Reserve’s H.15 bulletin. The weekly PMMS rate is available on the Freddie
Mac home page at www.freddiemac.com.

Q92. Is there a limit to the ballcon payment on the end? Is there a maximum amount?
Deleted. Refer to Q96.

Q93. If subordination of a junior lien holder is required and that junior lien holder imposes a
fee or cost reimbursement requirement, can the servicer pay the item and capitalize the
amount?

The servicer may not capitalize junior lien holder subordination fees. Servicers are not required, but
may choose to pay those fees out of pocket and offset costs out of their incentive payments.

Q94.If a loan was medified in the past and has a principallinterest forbearance tied to the
previous modification, can that previous forbearance amount be capitalized? How
should that balance be handled?

Any prior forbearance amount may be capitalized to the extent that such forbearance is permitted
under, and any required disclosures comply with, all applicable laws, rules and regulations.

Q95.If the servicer cannot reduce the borrower’s payment to achieve the 31 percent target
monthly mortgage payment ratio, can the servicer still modify the loan under HAMP {for
example, to a 35 percent monthly mortgage payment ratio) and receive HAMP
incentives?

if the servicer cannot reduce the borrower's monthly mortgage payment ratio to the target of 31
percent, the modification will not satisfy the HAMP requirements and no incentives will be payable
in connection with the modification. However, the servicer should consider all other loss mitigation
options that may be available based on investor guidelines and contractual agreements.

Q96. Are there limits to how much forbearance is required in the standard

modification waterfall?

If the result of the NPV test is “positive”, servicers are not required to forbear more than the greater
of (i) 30 percent of the unpaid principal balance of the mortgage loan (after any capitalization under
Step 1 of the standard modification waterfall) or (i) an amount resulting in a modified interest-
bearing balance that would create a current mark-to-market loan-to-value ratio equal to 100
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percent. If the borrower's monthly morigage payment cannot be reduced to the target monthly
mortgage payment ratio of 31 percent unless the servicer forbears more than the amounts
described above, the servicer may consider the borrower ineligible for a HAMP modification.
However, servicers are permitied, at their discretion, to forbear principal in excess of the amounts
described above in order to achieve the target monthly mortgage payment ratio of 31 percent.

If the result of the NPV test is “negative”, the servicer may not forbear more than an amount
resulting in a modified interest-bearing balance that would create a current mark-to-market loan-to-
value ratio equal to 100 percent. If the borrower's monthly mortgage payment cannot be reduced to
the target monthly mortgage payment ratio of 31 percent unless the servicer forbears more than the
amount described above, the servicer must consider the borrower ineligible for a HAMP
modification.

Q%7.1s a borrower with a mortgage loan that has a current remaining term {(prior to
modification) that is greater than 480 months eligible for a HAMP modification?

Yes. The fact that the loan’s current remaining term is greater than 480 months does not disqualify
the borrower from HAMP eligibility. If the borrower is otherwise eligible under HAMP and reduction
of the borrower's current interest rate to two percent would not be sufficient to reach the target
monthly morigage payment ratio of 31 percent, the servicer should skip the term extension step of
the standard modification waterfall and proceed fo the principal forbearance step of the waterfall to
attempt to achieve the target monthly mortgage payment ratio of 31 percent. The servicer should
enter the remaining term in the NPV input field labeled “Amortization Term after Modification” so
that the number in this field and the “Remaining Term” NPV input field are identical.

O. Incentives and Payments
Q98. What does it mean to be in good standing?

A borrower is considered to be in good standing under the program if they are not delinquent by the
equivalent of three full monthly payments at the end of the month in which the last of the three
delinquent payments was due.

Q99.If there is a 30-60 day delinquency during the year, will the incentive payments still
accrue? ‘

Borrower “pay for success” principal balance reduction payments will accrue as long as the
borrower is current and makes his or her monthly payment on time (the payment is made by the last
day of the month in which the payment is due). For example, if the borrower is current and makes
10 out of 12 payments on time, he or she will be credited for 10/12 of the annual incentive payment
as long as the loan is in good standing at the time the annual incentive is paid. A borrower whose
loan is delinquent on a rolling 30- or 60-day basis will not accrue annual incentive payments.

Servicer “pay for success” fees will be paid annually as long as the loan is in good standing at the
time the annual incentive is paid.

Q100. How does a borrower lose good standing?

If a borrower misses three payments following execution of a Home Affordable Modification
Agreement (three monthly payments are due and unpaid on the last day of the third month), the
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loan is no longer considered to be in “good standing”. A loan that is not in good standing
permanently loses eligibility to receive further incentives and reimbursements under the program.
Undisbursed payments to borrowers, servicers and investors, even if accrued, will not be made.
Once lost, good standing cannot be restored and eligibility for incentives and interest
reimbursements cannot be reclaimed, even if the borrower fully cures the delinquency.

Q101. JIs a borrower that has failed a HAMP modification eligible for another
HAMP offer?

No. A borrower that fails a HAMP modification is not eligible for ancther HAMP offer. However, the
servicer must work with the borrower to attempt to cure the delinquency. If a cure is not possible,
the servicer must consider the borrower for any other home retention loss mitigation options that
may be available. If those options are unsuccessful, the servicer must consider the borrower for a
short sale or deed-in-lieu when applicable.

Q1i02, In what form will the incentive payments be paid -- physical checks or wires? Wili
they be by individual loan or consolidated? If consolidated, will Fannie Mae provide
loan-level accounting for the incentives? Are there any differences in payment method
between Fannie Mae, Freddie Mac and non-GSE? Finally, for investor payments, can
you clarify when the investor incentive will be sent to the servicer? For securitization
Trusts, is Treasury going to issue any guidance on how those funds are to be passed
through to security holders?

Incentive payments for all modifications, whether held by Fannie Mae, Freddie Mac or non-GSE
investors, will be paid via wire transfer in a consolidated fashion. Fannie Mae will provide loan-level
accounting for the incentives. The investor monthly cost share reduction payment is paid monthly
to servicers starting in the first month after the official modification. It is the servicers’ obligation to
remit the investor monthly cost share reduction payments to the appropriate investors/security
holders. Treasury is not providing guidance on how those funds are to be passed through to
security holders of securitization trusts. However, Freddie Mac, Treasury's Compliance Agent, will
monitor to ensure that cost share reduction payments are remitted to security holders and that pay
for success payments are applied to borrower accounts in accordance with the program’s
guidelines. :

Q103. If a borrower receives a modification under HAMP and pays the loan off early,
would the borrower subsequently receive his or her accrued incentive for the months in
which he or she performed (e.g., the borrower pays off the mortgage before the
anniversary date of the beginning of the trial period, but had accrued several months of
incentive}? Would a servicer receive any incentive payment?

Incentives, including accrued but unearned incentives, will not be paid to any party after the loan is
paid in full.
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Q104. For GSE loans, do the respective announcements, bulletins, and Guide chapters
published by either Fannie Mae or Freddie Mac constitute part of the "guidelines issued
by the Secretary of the Treasury or his designee under the Emergency Economic
Stabilization Act of 2008" for purposes of determining the scope and availability of the
Servicer Safe Harbor for Mortgage Modifications as set forth in section 201 of the
Helping Families Save Their Homes Act of 20097

Yes. In order to enjoy the protections afforded by the Servicer Safe Harbor, servicers of loans
owned, guaranteed, or securitized by Fannie Mae ("Fannie Mae Mortgages”) must service Fannie
Mae Mortgages in accordance with Fannie Mae Announcement 09-05R and any related
announcement published by Fannie Mae governing the implementation of HAMP with respect to
Fannie Mae Mortgages. In order to enjoy the protections afforded by the Servicer Safe Harbor,
servicers of loans owned, guaranteed, or securitized by Freddie Mac (“Freddie Mac Mortgages™)
must service Freddie Mac Mortgages in accordance with the Freddie Mac Seller/Servicer Guide,
Chapter C65 and any related Bulletins published by Freddie Mac governing the implementation of
HAMP with respect to Freddie Mac Mortgages.

Q105. Filiils the investor payment reduction cost share compensation retroactive to
the tnal period start date, or does it accrue from modification effective date forward and
pay annually on that anniversary date?

The investor payment reduction cost share compensation accrues monthly from the effective date
of the official modification, not from the start of the trial period. The compensation is paid monthly
beginning the month following month of the effective date of the official modification. Such
compensation shall accrue monthly as the borrower makes each payment so long as the loan is in
good standing as defined in Supplemental Directive 09-01. This compensation will be provided for
up to five years or until the loan is paid off, whichever is earlier.

Q106. JETElf a borrower’s “pay for performance” incentive is due to be paid when the
borrower Is delinquent, should the servicer apply the payment as a principal
curtailment?

In the event the borrower is delinquent, but still in good standing, the borrower’'s incentive should
continue o be applied as a curtailment to the interest-bearing UPB.

P. Government Monitoring Data
Q107. What information are servicers required o collect?

Servicers must request information regarding the race, sex, and ethnicity (Government Monitoring
Data) of any borrower (including any co-borrower) who seeks a modification under HAMP.

Q108. Why does the federal government need the Government Monitoring Data?

In the federal Fair Housing Act, Congress prohibited discrimination in the sale and financing of
housing and charged HUD with administering the Fair Housing Act. HUD requests the data in order
to ensure that HAMP modifications are conducted in compliance with the Fair Housing Act. Under
the Fair Housing Act, neither note holders nor their servicers may discriminate against any person

Home Affordable Modification Program FAQs — Page 26



seeking a modification under HAMP on the basis of race, national origin, sex, or any other
prohibited basis.

Q109. RE) hen are servicers required to begin collecting and reporting Government
Monitoring Data?

Servicers should refer to the guidance provided in Supplemental Directive 09-06 with respect to the
collection and reporting of Government Monitoring Data.

Q110. At what point in the HAMP process is the requirement to request Government
Monitoring Data triggered, and how should servicers request Government Monitoring
Data from the horrower?

Government Monitoring Data must be requested when servicers receive a modification request
under HAMP from the borrower. A request wili be considered to have been received once the
borrower has furnished the servicer with either a Hardship Affidavit (Rev. April 2009 or later) or an
MHA Request for Modification and Affidavit form (“RMA”). Servicers should request the
Government Monitoring Data as follows:

{(a) If the borrower completes the Hardship Affidavit or RMA in a face-to-face setting by mail
or over the Internet, the borrower will be able to read the disclosure contained just
beneath the Information for Government Monitoring Purposes section heading,
determine whether he or she wishes to furnish the Government Monitoring Data, and
complete the remainder of the Information for Government Monitoring Purposes section
accordingly. “Complete” means either furnish the requested Government Monitoring
Data or check the box which states “I do not wish to furnish this information”.

(b) If the servicer is gathering the information necessary to_complete the Govermnment
Monitoring Data from the borrower in a face-to-face interview or over the phone, the
servicer should first read to the borrower the disclosure contained just beneath the
Information for Government Monitoring Purposes section heading. This will inform the
borrower that the federal government requests this monitoring information in order to
monitor compliance with federal statutes that prohibit lenders from discriminating against
borrowers based on the borrower characteristics collected in the Government Monitoring
Data. It will also inform the borrower that if he or she chooses not to provide the
Government Monitoring Data, then, where the Hardship Affidavit or RMA is taken in
person, the servicer is required to note the data on the basis of visual observation or
surname.  After reading the disclosure to the borrower, the servicer should ask the
borrower whether he or she desires to furnish the information. If the borrower elects o
furnish the Government Monitoring Data, the servicer should read the race, ethnicity and
sex categories and options from the Information for Government Monitoring Purposes
section, ask the borrower which boxes he or she would like checked, and then check the
boxes as directed by the borrower. If the borrower declines to furnish the information,
see 112 below.

While servicers must ask and encourage each borrower who completes a Hardship

Affidavit or RMA to furnish the Government Monitoring Data, servicers may not require
the borrower to furnish the Government Monitoring Data.
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Q111. What response should a servicer provide when asked by a borrower why the
Government Monitoring Data is requested?

Servicers should ensure that their servicing staff and managers understand the importance of
requesting that HAMP participants provide the Government Monitoring Data. The federal
government requests this monitoring information in order to monitor compliance with federal
statutes that prohibit lenders from discriminating against borrowers on the basis of race, ethnicity
and sex. In instances where horrowers decline to provide the information, servicing staff should be
provided with fraining and job aids, e.q., desk references, scripts and, where feasible, system
prompts, to supply this information as described below in Q113.

Additicnally, servicers should ensure that their internal quality control plans include procedures for
monitoring compliance with these requirements regarding the request for Government Monitoring
Data. '

Q112. What if the borrower declines to provide the Government Monitoring Data?

If a borrower declines or fails to furnish all or part of the Government Monitoring Data, either the
servicer or the borrower should note that fact on the Hardship Affidavit or RMA.

(@ If the borrower completes the Hardship Affidavit or RMA in a face-to-face setiing and
chooses not to furnish the Government Monitoring Data, he or she should check the “l
do not wish to fumish this information” box within the Information for Government
Monitoring Purposes section of the Hardship Affidavit or RMA. If the borrower chooses
not to check the box, the servicer should note this fact on the form. See Q113 beiow for
further guidance on providing the Government Monitoring Data based on visual
observation or surname. '

(b) If the borrower completes the Hardship Affidavit or RMA by mail, telephone ar over the
Internet, he or she should check or direct the servicer to check the “l do not wish to
furnish this information” box within the Information for Government Monitoring Purposes
section of the Hardship Affidavit or RMA. If the borrower chooses not fo furnish the data
or check the box, the servicer should indicate in the appropriate spaces within the
information for Government Monitoring Purposes section that the Hardship Affidavit or
RMA was received by mail, telephone, or Internet and note the fact that the borrower
chose not to furnish the Government Monitoring Data.

{c) if the borrower furnishes the hardship information to the servicer as the servicer
completes the Hardship Affidavit or RMA in either a face-io-face inferview or over the
phone, and the borrower elects not to furnish the Government Monitoring Data, the
servicer should check the “I do not wish to furnish this information” box within the
Information for Government Monitoring Purposes section of the Hardship Affidavit or
RMA. [f the servicer is completing the Hardship Affidavit or RMA over the phone, note
that fact in the appropriate space within the Information for Government Monitoring
Purposes section.

Q113. If the borrower declines to provide the Government Monitoring Data, must
servicers provide it? :

If a borrower declines to provide the Government Monitoring Data, servicers must attempt to
provide it if the Hardship Affidavit or RMA is completed in a face-to-face meeting with the borrower
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(either by the borrower or by the servicer based on information gathered from the borrower during
the interview). In that situation, servicers should note the borrower's race, ethnicity and sex, but
only to the extent possible on the basis of visual observation or surname.

If the borrower declines to provide the Government Monitoring Data or fails to provide the
information on a Hardship Affidavit or RMA taken by mail. telephone or over the Internet, the data
need not be provided.

Q114. If the borrower declines to provide Government Monitoring Data in connection
with a request for modification but a servicer has race, ethnicity and sex data in its
system that was obtained at the time of loan origination, should the servicer complete
the Hardship Affidavit or RMA using the original race, ethnicity and sex data?

If the servicer has reasonable access to Government Monitoring Data supplied by the borrower at
origination and the borrower and co-borrower remain the same, the servicer is required to provide
that information.

Q115. If servicers have race, ethnicity and sex data in their systems obtained at the time
of loan origination, should the original data be replaced with the Government
Monitoring Data from the Hardship Affidavit or RMA? Should servicers amend any
HMDA reporting for the year in which the loan origination occurred?

This is a question that should be directed to the servicers’ counsel or compliance expert.

Q116. If a servicer has not asked for Gevernment Monitering Data in connection with a
modification request it has already received, does the servicer need to contact the
borrower to request the Government Monitoring Data now?

Yes. The servicer should contact the borrower and ask him or her to furnish the Government
Monitoring Data prior to completing the modification if the monitoring information is required and the
servicer failed to request it. There are several ways the servicer can make the request. They
include:

(a) Mailing to the borrower either (i} a blank Hardship Affidavit or RMA containing the
Information for Government Monitoring Purposes section, or (ii) an exact copy of the
Information for Government Monitoring section of the Hardship Affidavit or RMA. The
servicer should request that the borrower read and complete the Information for
Government Monitoring Information Purposes section and mail the form back to the
servicer. The servicer should inform the borrower that while he or she is encouraged to
complete the form, he or she is not required to complete it. If the servicer mails the
entire Hardship Affidavit or RMA, the setvicer is encouraged to strike through all sections
of the Hardship Affidavit or RMA (including the signature lines) except for the Information
for Government Monitoring Purposes section in order to avoid confusion and rework on
the part of the borrower. Either mailing should include a cover letter describing the
intended use and importance of the Government Monitoring Data and encouraging the
borrower to provide it. Servicers should also either provide a self addressed postage
paid envelope for return of the form, or should provide a toll free number andfor intemet
address that the borrower may use io supply the data.

Home Affordable Mcdification Program FaQs — Page 22



{b) Telephone the borrower and request the Government Monitoring Data by following the
guidance furnished in Q110 above. As indicated in 110, in requesting the Government
Monitoring Data by phone, the servicer must use the exact text from the Information for
Government Monitoring Purposes section of the Hardship Affidavit or RMA to request
and record responses from the borrower and any co-borrower. The servicer should also
develop a script for use by their servicing staff to encourage borrowers to voluntarily
furnish the Government Monitoring Data request.

(c) Send by e-mail or make available to the borrower through a website, access to a digital
online form or a .pdf copy of either (i} the Hardship Affidavit or RMA containing the
Information for Government Monitoring Purposes section, or (i) the Information for
Government Monitoring Purposes section of the Hardship Affidavit or RMA only. The

. format and text of any electronic or digital version of the Information for Government
Meonitoring Purposes section must be identical to that found in the Hardship Affidavit or
RMA. Be sure to request that the borrower read and compiete the Information for
Government Monitoring Purposes section and, as appropriate, either submit to the
servicer electronically or print and mail the completed form back to the servicer.

The servicer's email or website should explain the intended use and importance of the
Government Maonitoring Data and encourage the borrower to provide it. It should also
inform the borrower that while he or she is encouraged to complete the form, he or she
is not required to complete it. If the servicer makes availabie the entire Hardship
Affidavit or RMA, the servicer is encouraged to emphasize to the borrower that only the
Information for Government Monitoring Purposes section should be completed. In the
event the servicer makes an electronic version of the Hardship Affidavit, the RMA or the
Information for Government Monitoring Purposes section available to the borrower, the

~ servicer must comply with all applicable privacy, data security, disclosure and other laws
and reguiations.

Q117. if the prior version of the Hardship Affidavit (which did not contain the Information
for Government Monitoring Purposes section) has been completed and signed by the
borrower, does a servicer need to ask the borrower to complete the current version of
the Hardship Affidavit (Rev. April 2009 or later) or the RMA, in whole or in part?

Yes. Prior to the completion of the modification, the servicer should ask the borrower to complete
only the Information for Government Monitoring Purposes section of the current version of the
Hardship Affidavit or the RMA. See Q116 above for three ways in which a servicer may make the
request. However, please note that when asking the borrower to complete the form, the servicer
should clearly instruct the borrower not to complete or sign the remaining portions of the current
version of the Hardship Affidavit or the RMA.

Q118. Will Freddie Mac, in its capacity as Compliance Agent for the Treasury, monitor
servicer compliance with collection of Government Monitoring Data?

Yes. Freddie Mac is currently developing its compliance and monitoring protocol which will include
monitoring of servicers with respect o requests for and the collection and reporting of Government
Monitoring Data.
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Q119. Does a servicer have the legal authority to request Government Monitoring Data
from borrowers?

The Federal Reserve Board regulations interpreting ECOA permit the collection of information on
the race, ethnicity and sex of borrowers when the information is “required by a[n] . . . agreement . . .
entered info with . . . an enforcement agency...to monitor or enforce compliance with [ECOA], this
regulation, or other federal or state statutes or regulations.” 12 C.F.R. 202.5(a)(2). HUD has
requested the collection of the data pursuant to its obligation to enforce the Fair Housing Act (see a
copy of the HUD letter here).

On behalf of HUD, Treasury has directed Fannie Mae, as a financial agent of the United States, to
enter into agreements to require servicers that offer modifications under HAMP to request
Government Monitering Data from borrowers (see a copy of the Treasury letter here).

Fannie Mae has incorporated Suppiemental Directive 09-02, which explains these data collection
requirements, into the Servicer Participation Agreements by reference. As a result, Supplemental
Directive 09-02: (a) constitutes an agreement entered into befween Fannie Mae, on behalf of HUD,
and servicers participating in HAMP; and (b) is an agreement entered into by participating servicers
with an enforcement agency (i.e.. HUD) to permit the enforcement agency to monitor or enforce
compliance with federal law, within the meaning of 12 C.F.R. 202.5(a)}(2).

If a servicer has any questions regarding its legal obligations, the servicer should consult its own
counsel.

Home Affordable Modification Program FAGs - Page 31



Exhibit 5



IAAA

MAKING HOME AFFORDABLE

Supplemental Directive 09-08 November 3, 2009

Home Affordable Modification Program — Borrower Notices
Background

In Supplemental Directive 09-01, the Treasury Department (Treasury) announced the eligibility,
underwriting and servicing requirements for the Home Affordable Modification Program
(HAMP). Under HAMP, servicers apply a uniform loan modification process to provide eligible
borrowers with sustainable monthly payments for their first lien mortgage loans. While HAMP
program guidelines are intended to reach a broad range of at-risk borrowers, there will be loans
that cannot be approved for a HAMP Trial Period Plan (Trial Period Plan) or official HAMP
modification, and there will be borrowers who choose not to accept a Trial Period Plan or official
HAMP modification offer. In such cases, borrowers must be informed in writing of the
reasoning for servicer determinations regarding program eligibility.

This Supplemental Directive provides guidance to servicers of first lien mortgage loans that are
not owned or guaranteed by Fannie Mae or Freddie Mac (Non-GSE Mortgages). Servicers of
mortgage loans that are owned or guaranteed by Fannie Mae or Freddie Mac should refer to the
related HAMP guidelines issued by the applicable GSE.

Servicers participating in HAMP with respect to Non-GSE Mortgages are required to execute a
Servicer Participation Agreement, through which they are contractually obligated to “perform the
services required under the Program Documentation and the Agreement in accordance with the
practices, high professional standards of care, and degree of attention used in a well managed
[servicing] operation™, That high standard of care is considered to include providing borrowers
with timely and accurate written communication about the modification process, including but
not limited to, nofice that a borrower will not be offered a HAMP modification. This
Supplemental Directive provides servicers with additional guidance related to the format, content
and timing of notices that must be provided to borrowers requesting consideration for a HAMP
modification (Borrower Notices). This Supplemental Directive is effective January 1, 2010;
however, servicers are encouraged to implement this guidance as soon as possible.

Borrower Notices

A servicer must send a Borrower Notice to every borrower that has been evaluated for HAMP
but is not offered a Trial Period Plan, is not offered an official HAMP modification, or is at risk
of losing eligibility for HAMP because they have failed to provide required financial
documentation. The written notices must comply with all laws, rules and regulations including
but not limited to, the Equal Credit Opportunity Act, when applicable to the transaction.




Evaluation for HAMP. Supplemental Directive 09-06 announced additional data reporting
requirements that are triggered when a mortgage loan is evaluated for HAMP. It provided that a
mortgage is evaluated for HAMP when one of the following events has occurred:

e A borrower has submitted a written request (either hardcopy or electronic subrmssion) for
consideration for a HAMP modification that includes, at a minimum, current borrower
income and a reason for default or explanation of hardship, as applicable; or

e A borrower has verbally provided sufficient financial and other data to allow the servicer to
complete a Net Present Value (NPV) analysis; or

e A borrower has been offered a Trial Period Plan.

‘When a borrower is evaluated for HAMP and the borrower is not offered a Trial Period Plan or
official HAMP modification, servicers are required to provide data specified in Schedule IV of
Supplemental Directive 09-06 (Schedule IV) to Fannie Mae as Treasury’s program
administrator. The data reporting requirements in Schedule IV are designed to document the
disposition of borrowers evaluated for HAMP.

Whenever a servicer is required to provide data specified in Schedule IV, the servicer must also
comply with the requiremenits in this Supplemental Directive and send the appropriate Borrower
Notice. With the exception of the Notice of Incomplete Information, all Borrower Notices must
be mailed no later than 10 business days following the date of the servicer’s determination that a
Trial Period Plan or official HAMP modification will not be offered. Borrower Notices may be
sent electronically only if the borrower has previously agreed to exchange correspondence
relating to the modification with the Servicer electronically.

Content of Borrower Notices. The content of the Borrower Notices will vary depending on the
information intended to be conveyed or the determination made by the servicer. All Borrower
Notices must be written in clear, non-technical language, with acronyms and industry termas such
as “NPV” explained in a manner that is easily understandable. The explanation(s) should relate
to one or more of the Not Approved/Not Accepted reason codes specified in Schedule IV.
Model clauses for reasons that relate to the codes in Schedule IV are attached as Exhibit A. Use
of the model clauses is optional; however, they illustrate a level of specificity that is deemed to
be in compliance with the language requirements of this Supplemental Directive.

¢ Non-Approval — for borrowers not approved for a Trial Period Plan or official HAMP
modification, this notice must provide the primary reason or reasons for the non-
approval. The notice must also describe other foreclosure alternatives for which the
borrower may be eligible, if any, including but not limited to other modification
programs, short sale and/or deed in lieu or forbearance, and identify the steps the
borrower must take in order to be considered for those options. If the servicer has
already approved the borrower for another foreclosure alternative, information necessary
to participate in or complete the alternative should be included. Whenever a non-
government foreclosure prevention option is discussed, the notice should be clear that the
borrower was considered for but is not eligible for HAMP.

.. ce _8 L L . Page 2



When the borrower is not approved for a HAMP meodification because the transaction is
NPV negative, the notice must, in addition to an explanation of NPV, include a HLst of
certain input fields that are considered in the NPV decision and a statement that the
borrower may, within 30 calendar days of the date of the notice, request the date the NPV
calculation was completed and the values used to populate the NPV input fields defined
in Exhibit A. The purpose of providing this information is to allow the borrower the
opportunity fo correct values that may impact the analysis of the borrower’s eligibility.

If the borrower, or the borrower’s authorized representative, requests the specific NPV
values orally or in writing within 30 calendar days from the date of the notice, the
servicer must provide them to the borrower within 10 calendar days of the request. If the
loan is scheduled for foreclosure sale when the borrower requests the NPV values, the
servicer may not complete the foreclosure sale until 30 calendar days after the servicer
delivers the NPV values to the borrower. This will allow the borrower time to make a
request to correct any values that may have been inaccurate.

Upon written receipt from the borrower of evidence that one or more of the NPV values
1s inaccurate, the servicer must verify the evidence and if accurate must re-run the NPV
calculation if the correction is material and is likely to change the NPV outcome. Other
values not affected by the correction do not need to be changed from the first NPV
calculation. If the borrower identifies inaccuracies in the NPV values, the servicer must
suspend the foreclosure sale until the inaccuracies are reconciled. Servicers are not
required to provide the numeric NPV results or NPV input values not enumerated in
Exhibit A.

»  Payment Default During the Trial Period Plan — this notice informs the borrower that the
borrower failed to make all the trial period payments by the end of the Trial Period Plan
and 1s in default. The notice must also describe other foreciosure alternatives for which
the borrower may be eligible, if any, including but not limited to other modification
programs, short sale and/or deed in lieu or forbearance and identify the steps the
borrower must take in order to be considered for these options. If the servicer has already
approved the borrower for another foreclosure -alternative, information necessary to
participate in or complete the aiternative should be included. Whenever a non-
government foreclosure prevention option is discussed, the notice should be clear that the
borrower was considered for but is not eligible for HAMP.

¢ Loan Paid Off or Reinstated - this notice confirms that the subject loan was paid off or
reinstated and must provide the payoff or reinstatement date. If the loan was reinstated
this notice must include a statement that the borrower may contact the servicer to request
reconsideration under HAMP if they experience a subsequent financial hardship.

s  Withdrawal of Request or Non-Acceptance of Offer - this notice confirms that the
borrower withdrew the request for consideration for either a Trial Period Plan or HAMP
modification or did not accept a either a Trial Period Plan or a HAMP modification offer.
Failure to make the first trial period payment in a timely manner is considered non-
acceptance of the Trial Period Plan.
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o Incomplete Information — this notice provides a list of the financial verification
documents the servicer previously requested from the borrower but has not received.
Servicers must develop and implement outreach procedures to obtain financial
information from borrowers who do not provide verification documentation in a timely
manner. As part of these procedures, the servicer must mail the borrower a notice listing
all documents needed to complete the evaluation and a date by which the information
must be received before the borrower becomes ineligible for HAMP. If the borrower
fails to provide all required verification documents by the date provided, the servicer will
declare the borrower ineligible for a modification and send the borrower a Non-Approval
Notice.

When used to determine if a borrower is qualified for a verified income Trial Period Plan,
the servicer must send the notice to the borrower no earlier than 30 days after the date of
the first written request for documentation and not less than 30 days before the servicer
discontinues its evaluation for HAMP. When used in conjunction with a Trial Period
Plan based on stated income, the servicer must send the notice not less than 30 calendar
days prior to the expiration of a Trial Period Plan.

As provided in Supplemental Directive 09-01, a servicer that offers a Trial Period Plan to
a borrower based on stated income must obtain financial documentation in order to verify
the borrower’s eligibility for a HAMP modification. Supplemental Directive 09-01
provides that the servicer may, in its discretion, consider the offer of a Trial Period Plan
to have expired at the end of 60 days if the borrower has not submitted the required
documentation. The servicer must consider the Trial Period Plan to have expired if the
borrower has not submitted the required documentation by the end of the trial period.

Al Borrower Notices must also include the following:

e A toll-free number through which the borrower cap reach a servicer representative
capable of providing specific details about the contents of the Borrower Notice and
reasons for a non-approval determination.

¢ The HOPE Hotline Number (888-995-HOPE), with an explanation that the borrower can
seek assistance at no charge from HUD-approved housing counselors and can request
assistance in understanding the Borrower Notice by asking for MHA HELP.

e Any information, disclosures or notices required by the borrower’s mortgage documents
and applicable federal, state and local law.

Compliance

Treasury has selected Freddie Mac to serve as its compliance agent for HAMP. Supplemental
Directive 09-01 describes the overall roles and responsibilities of servicers and the compliance
agent in performing servicer reviews and oversight, which are unchanged by this Supplemental
Directive. As compliance agent, Freddie Mac will examine the expanded reporting codes
provided to Treasury, the content and distribution of Borrower Notices sent to borrowers, and the
responsiveness of the servicer's customer service hotline for borrowers seeking additional detail
about the information contained in the Borrower Notice. Servicers are expected to retain in the
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borrower file a copy of the Borrower Notice(s) sent to the borrower. The review will also
confirm the existence and evaluate the effectiveness of the servicer’s quality assurance program
as it relates to the notification process and customer service hotline. Such evaluation will include,
without limitation, the timing and size of the sample selection, the scope of the quality assurance
reviews, and the reporting and remediation process.
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Exhibit A

Model Clauses for Borrower Notices

The model clauses in this exhibit provide sample language that may be used to communicate the
status of a borrower’s request for a Home Affordable Modification. The model clauses relate to
the Not Approved/Not Accepted reason codes in Schedule IV of Supplemental directive (9-06.
Use of the model clauses is optional, however, they illustrate a level of specificity that is deemed
to be in compliance with language requirements of the program.

Non Approval Notice

1. Ineligible Mortgage. We are unable to offer you a Home Affordable Modification because
your loan did not meet one or more of the basic eligibility criteria of the Home Affordable
Moedification Program.

[ You did not obtain your loan on or before January 1, 2009.
[ Your loan with us is not a first lien mortgage.

[ The current unpaid principal balance on your loan is higher than the program limit.
p progr:
($729,750 for a one unit property, $934,200 for a two unit property, $1,129,250 for a
three unit property and $1,403,400 for a four unit property).

2. Ineligible Borrower. We are unable to offer you a Home Affordable Modification because
your current monthly housing expense, which includes the monthly principal and interest
payment on your first lien mortgage loan plus property tages, hazard insurance and
homeowner’s dues (if any) is less than or equal to 31% of your gross monthly income (your
income before taxes and other deductions) which, (select onme} [you told us is
$ OR [we verified as $ |. Your housing expense must be
greater than 31% of your gross monthly income to be eligible for a Home Affordable
Modification. If you believe this verified income is incorrect, please contact us at the
number provided below.

3. Property Not Owner Occupied. We are unable to offer you a Home Affordable
Modification because you do not live in the property as your primary residence.

4, TIneligible Property. We are unable to offer a Home Affordable Modification because your
property:
[ 1s vacant

[] Has been condemned.

[] Has more than four dwelling units.
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5. Investor Guarantor Not Participating. We are unable to offer you a Home Affordable
Modification because:

[ We service your loan on behalf of an investor or group of investors that has not given us
the contractual authority to modify your loan under the Home Affordable Modification
Program.

L1 Your loan is insured by a private mortgage insurance company that has not approved a
modification under the Home Affordable Modification Program.

L] Your loan is guaranteed and the guarantor has not approved a modification under the
Home Affordable Modification Program.

6. Bankruptcy Court Declined. We are unable to offer you a Home Affordable Modification
because you have filed for bankruptcy protection and the proposed modified loan terms were
not approved by the Bankruptcy Court. You may wish to contact your bankruptcy counsel or
trustee to discuss this decision.

7. Negative NPV. The Home Affordable Modification Program requires a calculation of the
net present value (NPV) of a modification using a formula developed by the Department of
the Treasury. The NPV calculation requires us to input certain financial information about
your income and your loan including the factors listed below. When combined with other
data in the Treasury model, these inputs estimate the cash flow the investor (owner) of your
loan is likely to receive if the loan is modified and the investor’s cash flow if the loan is not
modified. Based on the NPV results the owner of your loan has not approved a modification.

If we receive a request from you within 30 calendar days from the date of this letter, we will
provide you with the date the NPV calculation was completed and the input values noted
below. If, within 30 calendar days of receiving this information you provide us with
evidence that any of these input values are inaccurate, and those inaccuracies are material, for
example a significant difference in your gross monthly income or an inaccurate zip code, we
will conduct a new NPV evaluation. While there is no guarantee that a new NPV evaluation
will result in the owner of your loan approving a modification, we want to ensure that the
NPV evaluation is based on accurate information.

Available NPV Inputs

Unpaid balance on the original loan as of [Data Collection Date]
Interest rate before modification as of [Data Collection Date].
Months delinquent as of [Data Collection Date]

Next ARM reset date (if applicable)

Next ARM reset rate (if applicable)

Principal and interest payment before modification

Monthly insurance payment

Monthly real estate taxes

Monthly HOA fees (if applicable)

Monthly gross income

Borrower’s Total Monthly Obligations

Borrower FICO

CETTER e MG R
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m. Co-borrower FICO (if applicable)
n. Zip Code
0. State

8. Default Not Imminent. We are unable to offer you a Home Affordable Modification
because you are current on your mortgage loan and after reviewing the financial information
you provided us we have determined that you are not at risk of default because:

[ You have not documented a financial hardship that has reduced your income or increased
your expenses, thereby impacting your ability to pay your mortgage as agreed.

[L] You have sufficient net income to pay your current mortgage payment.

L] You have the ability to pay your current mortgage payment using cash reserves or other
assets.

9. Excessive Forbearance. We are unable to offer you a Home Affordable Modification
because we are unable to create an affordable payment equal to 31% of your reported
monthly gross income without changing the terms of your loan beyond the requirements of
the program. ’

10. Previous HAMP Modification. We are unable to offer you a Home Affordable
Modification because your loan was previously modified under the Home Affordable
Modification Program. The program does not allow more than one modification.

11. Request Incomplete. We are unable to offer you a Home Affordable Modification because
you did not provide us with the documents we requested. A notice which listed the specific
documents we needed and the time frame required to provide them was sent to you more than
30 days ago.

12. Trial Plan Default. We are unable to offer you a Home Affordable Modification because
you did not make all of the required Trial Period Plan payiments by the end of the trial period.

Loan Paid Off or Reinstated. We are not considering your request for @ modification because:

[ Your loan was paid in full on

L] Your loan was reinstated on and you no longer appear to be in need
y ger app
of modification. If you feel that you are at risk of default please contact us to discuss
your eligibility and qualification for a Home Affordable Modification.

Offer Not Accepted by Borrower / Request Withdrawn. We are not considering your request for
a modification because:

[ After being offered a Trial Period Plan or Home Affordable Modification you notified us

on that you did not wish to accept the offer.
[ After initially asking to be considered for a Home Affordable Modification you withdrew
that request on .




Incomplete Information Notice. We cannot continue to review your request for a Home
Affordable Modification because:

[l You are currently in a Trial Period Plan, however you have not provided all of the
documentation we previously requested. If we do not receive the required documents by
[insert expiration date of Trial Period Plan but no less than 30 days from the date of the
letter] we will terminate your Trial Period Plan and may resume other means to collect
any amounts due on your account. The documents we need are: [Insert list of required
documents |

[ You have requested consideration for a Trial Period Plan, however, you have not
provided all of the documentation we previously requested. If we do not receive the
required documents by [insert date no less than 30 days from the date of the letter] we
will consider that you have withdrawn your request for a modification and may resume
other means to collect any amounts due on your account. The documents we need are:
[Insert list of required documents. ]

Splemeutal rtive 09-08 “ o . . Pag —4



Exhibit 6



Making Home Affordable Program

Servicer Performance Report Through January 2010

Report Highlights

Number of Permanent Modifications Nearly Doubles Over

Previous Month

* In addition to the 116,000 permanent modifications, an additional 76,000 permanent
modifications have been approved by servicers and are pending borrower
acceptance.

« The median savings to borrowers in permanent modifications is more than $500 each
month.

Over One Million Borrowers Have Had the Opportunity to Modify
Mortgages

* Nearly 1.3 million homeowners have received offers for trial modifications.

* More than 940,000 borrowers are in active modifications; 116,000 of those are
permanent modifications.

* These homeowners’ lower monthly mortgage payments represent a cumulative
savings of $2.2 billion.

* New streamlined documentation requirements will make it easier for borrowers
to apply for a HAMP modification and receive permanent relief.

Permanent Modifications Are Helping Borrowers Who Have

Experienced a Loss of Income
* The majority of permanent modifications — 57.4% — are helping people who are
coping with unemployment or who have seen a reduction in hours or wages.

National Participation by Mortgage Lenders and Coverage of
Outstanding Mortgage Debt Is Extensive

* 110 servicers have signed servicer participation agreements to modify loans under
HAMP, and new servicers continue to join the program each week. In addition,
approximately 2,300 lenders service loans owned or guaranteed by Fannie Mae or
Freddie Mac; these GSE loans are automatically eligible for HAMP.

» Approximately 89% of eligible mortgage debt outstanding is covered by HAMP
participating servicers.

Inside:

Administration Housing Initiatives 2
Economic Indicators 3
HAMP Program Snapshot 4
Waterfall of HAMP-Eligible 5
Borrowers

Characteristics of Permanent 6
Modifications

Servicer Activity 7
HAMP Activity by State 8
HAMP Activity by Metropolitan 9
Area

Modifications by Investor Type 9
List of Non-GSE Participants 10
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Making Home Affordable Program

Servicer Performance Report Through January 2010

Overview of Administration Housing Stability Initiatives

Initiatives to Support Access to Affordable Mortgage
Credit and Housing

Initiatives to Prevent Avoidable Foreclosures and

Stabilize Neighborhoods

Lower Mortgage Rates and Access to Credit:

» Continued financial support to maintain affordable
mortgage rates through the Government Sponsored
Enterprises (GSEs)

* Interest rates down a full percentage point over the past
year. Every 1% reduction in interest rate saves a new
borrower a median of $1500 annually in mortgage
payments.

» Access to sustainable mortgages through the Federal
Housing Administration (FHA).

State and Local Housing Initiatives:

» Access for Housing Finance Agencies to provide
mortgages to first-time homebuyers, refinance
opportunities for at-risk borrowers, and affordable rental
housing.

Tax Credits for Housing:

* Homebuyer credit to help homebuyers buy new homes.

* Low-Income Housing Tax Credit (LIHTC) programs to
support affordable rental housing.

Making Home Affordable — Modifications:

* Goal of offering 3-4 million homeowners lower mortgage
payments through a modification through 2012.

* Over 1 million homeowners have started trial
modifications and nearly 1.3 million offers for trial
modifications have been extended to borrowers.

* Homeowners in permanent modifications are saving a
median of over $500 per month on mortgage payments.
In aggregate, homeowners have saved over $2.2 billion
through trial and permanent modifications.

Making Home Affordable — Refinancing:

* Refinancing flexibility and low mortgage rates, which
have allowed over 4 million borrowers to refinance,
saving an estimated $150 per month on average and
more than $6.8 billion in total over the first year.

Neighborhood Stabilization and Community

Development Programs:

» Support for the hardest hit communities to help stabilize
neighborhoods.
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Making Home Affordable Program

Servicer Performance Report Through January 2010
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Making Home Affordable Program

Servicer Performance Report Through January 2010

. Home Affordable Modification Program (HAMP)
Snapshot through January 2010’

Number of Trial Period Plan Offers

Extended to Borrowers (Cumulative) 2 LA RTf
All HAMP Trials Started Since Program 1,008,216
Inception

All Active Modifications (Trial and 946,735
Permanent)

830,438

60,476

117,302

1,005

Active Permanent Modifications 116,297

1As reported by the HAMP system of record except where noted.
2Source: Survey data provided by servicers.

Additional information on HAMP can be found on MakingHomeAffordable.gov
or by calling the Homeowner’s HOPE Hotline at 1-888-995-HOPE (4673).
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(Cumulative, by Month)
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Making Home Affordable Program
Servicer Performance Report Through January 2010
. Waterfall of HAMP-Eligible Borrowers

Not all 60-day delinquent loans are eligible for HAMP. Other characteristics may preclude borrower eligibility. Based on the
estimates, of the 5.6 million borrowers who are currently 60 days delinquent , 1.7 million borrowers are eligible for HAMP. As this
represents a point-in-time snapshot of the delinquency population and estimated HAMP eligibility, we expect that more borrowers
will become eligible for HAMP from now through 2012.
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» Eligible 60+ 25 - Day Loans
S 2 - Day Loans ) [ 1.7
= (SPA 2.1 :
Servicers) 1.7
. = Estimate
1st Lien, 60+ Days Less: Non- Less: FHA or VA Less: Non-Owner  Less: Jumbo Non- Less: DTl Less Than Less: Negative NPV Less: Vacant Estimated HAMP-
Delinquent Participating HAMP Occupied at Conforming Loans 31% Properties and Eligible
Servicer Origination and Loans Other Exclusions*
Originated After
1/1/2009
*Other exclusions include: no longer owner-occupied; investor’s pooling and servicing agreement precludes modification; and manufactured housing loans with
titing/chattel issues that exclude them from HAMP.
Sources: Fannie Mae; monthly survey of participating servicers for December 31, 2009. Total 60+ figure from 3™ quarter MBA delinquency survey, Q3 2009. 5

Excluded loans are as reported by servicers by survey who have signed a servicer participation agreement for HAMP. w
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. Modification Characteristics . Predominant Hardship Reasons for Permanent Modifications

» Borrowers in active trial and permanent modifications
have saved more than $2.2 billion through HAMP

modifications. Loss of Income ' 57.4%
* Loss of income is the primary borrower hardship for |
borrowers in permanent modifications.
Excessive - 10.7%
. . . (]
. Permanent Modifications by Modification Steps: Obligation
Interest Rate Reduction 100%
IIInesBsOSIOIjI;:rupaI I 2.79%
41.7%
Principal Forbearance 27.4% 0% 20% 40% 60% 80%

" Includes borrowers who are employed but have faced a reduction in hours and/or wages as well as those who

have lost their jobs.

Note: Does not include 21.0% of permanent modifications reported as Other.

. Select Median Characteristics of Permanent Modifications

Before After Median
Loan Characteristic Modification Modification Decrease
Front-End Debt-to-Income Ratio? 45.1% 31.0% -14.2 pct pts
Back-End Debt-to-Income Ratio? 76.1% 59.7% -14.7 pct pts
Median Monthly Payment $1,431.30 $835.33 -$521.85

1 Ratio of housing expenses (principal, interest, taxes, insurance and homeowners association and/or condo fees) to
monthly gross income.

2 Ratio of total monthly debt payments (including mortgage principal and interest, taxes, insurance, homeowners
association and/or condo fees, plus payments on installment debts, junior liens, alimony, car lease payments and
investment property payments) to monthly gross income. Borrowers who have a back-end debt-to-income ratio of greater
than 55% are required to seek housing counseling under program guidelines.

6
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. HAMP Modification Activity by Servicer Active Modifications as a Share of Estimated
e etimated ;\:rt::nﬁf;s; Eligible 60+ Day Delinquencies
Eligible 60+ | Trial Plan All HAMP Pending Share of Eligible CitiMortgage
Offers Trials Active Trial Permanent Permanent 60+ Day 50%
Extended? Started? Modifications® | Modifications?® | Modifications? | Delinquencies GMAC
American Home Mortgage Servicing 50%
Inc 127,521 15,137 12,142 11,764 333 2,171 9% Saxon
Aurora Loan Services, LLC 77,985 43,666 38,187 21,299 6,554 2,236 36% 48%
Bank of America, NA® 1,066,025 329,745 237,766 221,395 12,761 13,701 22% Select Portfolio 40%
Bank United 5,287 1,211 944 816 128 629 18% J.P. Morgan Chase 38%
Bayview Loan Servicing, LLC 10,413 4,603 3,960 3,564 249 48 37%
Carrington Mortgage Services LLC 18,823 2,781 1,511 693 811 33 8% Wells Fargo 38%
CCO Mortgage 5,387 1,169 1,132 1,103 29 311 21% Bayview 37%
CitiMortgage, Inc. 246,038 148,200 130,817 111,247 10,929 7,299 50% Aurora
Franklin Credit Management Corp. 9,527 76 8 8 0 NA 0% 36%
GMAC Mortgage, Inc. 65,751 45,880 34,486 21,330 11,494 1,352 50% Green Tree 35%
Green Tree Servicing LLC 11,250 5,604 4,055 3,728 227 389 35% PNC Mortgage w20
HomEq Servicing 41,513 3,250 2,020 1,333 596 16 5% ’
Nationst
J.P. Morgan Chase Bank, NAS 432416 222192 170,028 150,902 11,581 17,959 38% aronsar 31%
Litton Loan Servicing LP 110,795 30,114 22,782 18,454 2,568 942 19% US Bank -
Nationstar Mortgage LLC 49,556 24,399 17,427 12,953 2,271 696 31% OneWest
Ocwen Financial Corporation, Inc. 65,608 18,938 14,217 7,032 6,930 4,836 21% 2%
OneWest Bank 112,200 48,548 30,509 24,741 3,087 5,848 25% Bank of America 2%
PNC Mortgage’ 41,365 20,472 15,523 13,141 77 832 32% cco .
. 21%
Saxon Mortgage Services, Inc. 71,429 40,375 36,964 28,685 5,312 4,989 48%
" — O
Select Portfolio Servicing 62,041 50,149 31,630 17,915 6,761 1,402 40% ewen 21%
US Bank NA 29,393 10,626 7,799 6,673 1,126 2,366 27% Lition 19%
Wachovia Mortgage, FSB®
gage, 86,461 11,418 2,834 2,443 330 873 3% Bank United ! D November
Wells Fargo Bank, NA 357,483 188,749 144,904 119,476 17,652 7,554 38% 18%
Other SPA servicers? 22,981 2,635 1,921 1,131 750 NA 8% American Home 9% . December
Other GSE Servicers'® 277,253 NA 44,650 28,612 13,741 NA 15% Carrington "
28% °
Total 3,404,501 1,269,937 1,008,216 830,438 116,297 76,482 o HomEq . January
1 Estimated eligible 60+ day delinquent mortgages as reported by servicers as 2 As reported in the weekly servicer survey through January 28, 2010. 5%
of December 31, 2009 include conventional loans: 3 Active trial and permanent modifications as reported into the HAMP system Wachovia
= in foreclosure and bankruptcy. of record by servicers. 3%
= with a current unpaid principal balance less than $729,750 on a one-unit ~ * As reported by servicers. Pending permanent modifications have been
property, $934,200 on a two-unit property, $1,129,250 on a three-unit approved by the servicer but have not yet been accepted by the borrower. 0% 10% 20% 30% 40% 50% 60%
property and $1,403,400 on a four-unit property. While pending, modifications are reflected in the count of active trials. o .. . . .
= on a property that was owner-occupied at origination. 5Bank of America, NA includes Bank of America, NA, BAC Home Loans % of Eligible 60+ Day Loans in Active Trial
= originated prior to January 1, 2009. Servicing LP, Home Loan Services and Wilshire Credit Corporation. Note: Includ tive trial and t modificati Senvi binati
Estimated eligible 60+ day delinquent loans excludes: 6J.P. Morgan Chase Bank, NA includes EMC Mortgage Corporation. o ?h neludes a(;r:vet rl;? a?l zermanen modilications. Servicer combinations
« FHA and VA loans. 7 Formerly National City Bank. ;re ebsantlg ?S e ah ea fee(-J+ day deli . October 31, 2009
= loans that are current or less than 60 days delinquent, which may be ¢ Wachovia Mortgage FSB includes Wachovia Bank NA. Dovember tr!als e share of 60+ day del!nquenc!es o Nc p e{, 30, 2009
eligible for HAMP if a borrower is in imminent default.' 9 Other SPA servicers are entities with less than 5,000 estimated eligible 60+ J ecem ?r_ T'a S as ahs aref ?30+ d ag/ I'e inquencies OS ovet;n ?;1 2‘009 .
For servicers enrolling after December 1 that did not participate in the 60+ day day delinquencies that have signed participation agreements with Treasury anuaty frials as & snare o ay delinquencies on Becember 31, ’
delinquency survey, the delinquency count is from the servicer registration and Fannie Mae. A full list of participating servicers is in the Appendix.
form. 10 Include_s servicers of loans owned or guaranteed by Fannie Mae and 7
Frecde Nac. AN
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. HAMP Activity by State

L L L
Trials | Modifications| Total
AK 483 56 539

AL
AR
AZ
CA
co
CcT
DC
DE
FL

GA
HI

5,907
2,355
40,438
167,399
11,708
10,655
1,538
2,667
101,971
33,059
2,891
2,743
3,335
44,281
9,255
2,599
3,647
5,309
18,647
27,183
2,201
28,062
15,359
10,573
3,413

723
337
7,000
24,242
1,797
1,465
191
428
14,598
4,508
436
322
508
5,592
1,216
325
453
516
2,788
4,003
337
3,938
2,584
1,234
474

Making Home Affordable Program

Servicer Performance Report Through January 2010

6,630
2,692
47,438
191,641
13,505
12,120
1,729
3,095
116,569
37,567
3,327
3,065
3,843
49,873
10,471
2,924
4,100
5,825
21,435
31,186
2,538
32,000
17,943
11,807
3,887

W
S Trials | Modifications| Total
MT 138

1,140 1,278
NC 17,531 2,510 20,041
ND 215 22 237
NE 1,367 186 1,553
NH 3,620 612 4,232
NJ 27,905 3,710 31,615
NM 3,012 390 3,402
NV 21,568 3,484 25,052
NY 38,706 3,777 42,483
OH 18,451 2,529 20,980
OK 2,713 298 3,011
OR 9,416 1,469 10,885
PA 19,494 2,416 21,910
RI 3,845 599 4,444
SC 9,178 1,209 10,387
SD 405 43 448
TN 9,452 1,338 10,790
TX 29,351 2,481 31,832
utT 7,029 1,105 8,134
VA 20,542 3,377 23,919
VT 598 93 691
WA 16,255 2,580 18,835
Wi 8,344 1,243 9,587
WV 1,466 199 1,665
wy 440 73 513
Other* 717 345 1,062

* Includes Guam, Puerto Rico and the U.S. Virgin Islands.

. HAMP Activity by State

Note: Includes active trial and
permanent modifications from the
official HAMP system of record.

HAMP Modifications

[] 5,000 and lower
[] 5,001 — 10,000
[] 10,001 — 20,000
[ 20,001 - 35,000
I 35,001 and higher

. Mortgage Delinquency Rates by State

60+ Day Delinquency Rate
[] 5.0% and lower  [] 10.01% - 12.5%
[]5.01% - 10.0% B 12.51% and higher

Source: Mortgage Bankers Association. Data is
latest available and is as of 3 Quarter 2009.
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[l 15 Metropolitan Areas With Highest HAMP Activity B HAMP Modifications by Investor Type (20 Largest Servicers)
Total | % of All
Active | Permanent | HAMP | HAMP
Metropolitan Statistical Area Trials | Modifications | Activity | Activit Servicer Private |Portfolio] Total
LNeW IY(Trk-chl)\;‘ihl\eljanew Jersey- 51,613 5,743 57,356 6.1% Bank of America, NA! 149,464 73,282 11,410 234,156
ong Istand, WY-NJ- JP Morgan Chase NA2 74,390 65,579 22,514 162,483
t‘;s il Oy B e i R0 | e oo 6,383 55161  5.8% Wells Fargo Bank, NA 100,361 31,497 5270 137,128
} : . CitiMortgage, Inc. 80,917 7,967 33,292 122,176
ﬁ'_‘:;‘fg\‘/’l'”aper‘””e'JO"et' 42,683 5381 48,064  5.1% saxon Mortgage Services Inc. 1,264 32,403 330 33,997
Miami-Fort Lauderdale-p GMAC Mortgage, Inc. 18,085 14,739 0 32,824
B;:;?]"FCL" auderdale-rompano  5q 354 5,143 44,499  4.7% Aurora Loan Services, LLC 16,087 11,437 329 27,853
: West Bank 1 10,514 1,734 27,82
Riverside-San Bernardino-Ontario, o Qe HBa 22280 L 73 25
CA 38,040 6,139 44,179  4.7% Select Portfolio Servicing 567 21,219 2,890 24,676
Litton Loan Servicing LP 2,369 18,653 0 21,022
R, . ()
ationstar Mortgage 5 . .
Phoenix-Mesa-Scottsdale, AZ 33,157 5,834 38,991 4.1% Nati M LLC 10,248 4870 106 15 224
Washington-Arlington-Alexandria, 28,520 4,330 32850  3.5% Ocwen Financial Corporation, Inc. 3,066 10,857 39 13,962
DC-VA-MD-WV PNC Mortgage3 11,765 19 1,434 13,218
Atlanta-Sandy Springs-Marietta, GA 26,593 3,692 30,285  3.2% American Home Mortgage
Servicing Inc 816 11,281 0 12,097
Las Vegas-Paradise, NV 18,000 2,757 20,757 2.2% US Bank NA 6,107 9 1,683 7,799
Detroit-Warren-Livonia, M 17,580 2,274 19,854  2.1% Green Tree Servicing LLC SHSCR M0 9 3,955
Bayview Loan Servicing, LLC 1 3,772 40 3,813
Orlando-Kissimmee, FL 16,265 2,468 18,733 2.0% Wachovia Mortgage, FSB4 1,500 132 1,141 2,773
Philadelphia-Camden-Wilmington, AT 0.6 e Hoqu _ 0 1,898 31 1,929
PA-NJ-DE-MD z z b : Carrington Mortgage Services LLC 0 1,504 0 1,504
Boston-Cambridge-Quincy, 13.147 i macn | g Remainder of HAMP Servicers 44,040 29 2,249 46,318
MA-NH , , , 22 Total 540,383 321,851 84,501 946,735
Tampa'St- Petersburg-CIearwater, 12'752 1'943 14’695 1.6% 1 Banlf oflAmericg, NA incIuQes Bank of America, NA, BAC Home Loans Servicing LP, Home Loans Services and
FL Wilshire Credit Corporation.

2J.P. Morgan Chase Bank, NA includes EMC Mortgage Corporation.
3 Formerly National City Bank.
0,
12'517 2' 123 14:640 1.5% 4 Wachovia Mortgage FSB includes Wachovia Bank NA.

Note: Figures reflect active trials and permanent modifications.

Minneapolis-St. Paul-Bloomington,
MN-WI

A complete list of HAMP activity for all MSAs is available at
http://www.financialstability.gov/docs/MSA%20Data%20Jan%202010.pdf
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. Appendix: Non-GSE Participants in HAMP

Allstate Mortgage Loans & Investments, Inc.
American Eagle Federal Credit Union
American Home Mortgage Servicing, Inc
AMS Servicing, LLC

Aurora Loan Services, LLC

Bank of America, N.A.1

Bank United

Bay Federal Credit Union

Bay Gulf Credit Union

Bayview Loan Servicing, LLC

Carrington Mortgage Services, LLC

CCO Mortgage

Central Florida Educators Federal Credit Union
Central Jersey Federal Credit Union

Chase Home Finance, LLC

CitiMortgage, Inc.

Citizens 1st National Bank

Citizens First Wholesale Mortgage Company
Community Bank & Trust Company

CUC Mortgage Corporation

Digital Federal Credit Union

DuPage Credit Union

Eaton National Bank & Trust Co

Farmers State Bank

Fidelity Homestead Savings Bank

First Bank

First Federal Savings and Loan

First Federal Savings and Loan Assn. of Lakewood
First Keystone Bank

First National Bank of Grant Park

Franklin Credit Management Corporation
Fresno County Federal Credit Union

Glass City Federal Credit Union

Glenview State Bank

GMAC Mortgage, Inc.

Golden Plains Credit Union

Grafton Suburban Credit Union
Great Lakes Credit Union

Greater Nevada Mortgage Services
Green Tree Servicing LLC
Harleysville National Bank & Trust Company
Hartford Savings Bank

Hillsdale County National Bank
Home Financing Center, Inc

HomEq Servicing

HomeStar Bank & Financial Services
Horicon Bank

Horizon Bank, NA

Iberiabank

IBM Southeast Employees' Federal Credit Union
IC Federal Credit Union

Idaho Housing and Finance Association
iServe Residential Lending LLC
J.P.Morgan Chase Bank, NA?

Lake City Bank

Lake National Bank

Litton Loan Servicing

Los Alamos National Bank

Marix Servicing, LLC

Members Mortgage Company, Inc
Metropolitan National Bank
Mission Federal Credit Union
MorEquity, Inc.

Mortgage Center, LLC

Mortgage Clearing Corporation
National City Bank

Nationstar Mortgage LLC

Oakland Municipal Credit Union
Ocwen Financial Corporation, Inc.
OneWest Bank

ORNL Federal Credit Union

Park View Federal Savings Bank

PennyMac Loan Services, LLC

PNC Bank, National Association

Purdue Employees Federal Credit Union
Qlending, Inc.

Quantum Servicing Corporation
Residential Credit Solutions

RG Mortgage Corporation

Roebling Bank

RoundPoint Mortgage Servicing Corporation
Saxon Mortgage Services, Inc.

Schools Financial Credit Union

SEFCU

Select Portfolio Servicing

Servis One Inc., dba BSI Financial Services, Inc.

ShoreBank

Silver State Schools Credit Union
Sound Community Bank
Specialized Loan Servicing, LLC
Spirit of Alaska Federal Credit Union
Stanford Federal Credit Union
Sterling Savings Bank

Technology Credit Union

Tempe Schools Credit Union

The Bryn Mawr Trust Co.

The Golden 1 Credit Union

U.S. Bank National Association
United Bank of Georgia

United Bank Mortgage Corporation
Vantium Capital, Inc.

Verity Credit Union

Wachovia Mortgage, FSB3

Wells Fargo Bank, NA

Wescom Central Credit Union
Yadkin Valley Bank

1 Bank of America, NA includes Bank of America, NA, BAC Home Loans Servicing

LP, Home Loan Services and Wilshire Credit Corporation.

2 J.P. Morgan Chase Bank, NA includes EMC Mortgage Corporation.

3 Wachovia Mortgage FSB includes Wachovia Bank NA.
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U.S. DEPARTMENT OF THE TREASURY
Washington
March 4, 2009

Making Home Affordable
Summary of Guidelines

Making Home Affordable will offer assistance to as many as 7 to 9 million homeowners, making their
mortgages more affordable and helping to prevent the destructive impact of foreclosures on families,
communities and the national economy.

The Home Affordable Refinance program will be available to 4 to 5 million homeowners who have a
solid payment history on an existing mortgage owned by Fannie Mae or Freddie Mac. Normally, these
borrowers would be unable to refinance because their homes have lost value, pushing their current loan-
to-value ratios above 80%. Under the Home Affordable Refinance program, many of them will now be
eligible to refinance their loan to take advantage of today’s lower mortgage rates or to refinance an
adjustable-rate mortgage into a more stable mortgage, such as a 30-year fixed rate loan.

GSE lenders and servicers already have much of the borrower’s information on file, so documentation
requirements are not likely to be burdensome. In addition, in some cases an appraisal will not be
necessary. This flexibility will make the refinance quicker and less costly for both borrowers and lenders.
The Home Affordable Refinance program ends in June 2010.

The Home Affordable Modification program will help up to 3 to 4 million at-risk homeowners avoid
foreclosure by reducing monthly mortgage payments. Working with the banking and credit union
regulators, the FHA, the VA, the USDA and the Federal Housing Finance Agency, the Treasury
Department today announced program guidelines that are expected to become standard industry practice
in pursuing affordable and sustainable mortgage modifications. This program will work in tandem with
an expanded and improved Hope for Homeowners program.

With the information now available, servicers can begin immediately to modify eligible mortgages
under the Modification program so that at-risk borrowers can better afford their payments. The
detailed guidelines (separate document) provide information on the following:

Eligibility and Verification

e Loans originated on or before January 1, 2009.

e First-lien loans on owner-occupied properties with unpaid principal balance up to $729,750.
Higher limits allowed for owner-occupied properties with 2-4 units.

o All borrowers must fully document income, including signed IRS 4506-T, two most recent pay
stubs, and most recent tax return, and must sign an affidavit of financial hardship.

e Property owner occupancy status will be verified through borrower credit report and other
documentation; no investor-owned, vacant, or condemned properties.

e Incentives to lenders and servicers to modify at risk borrowers who have not yet missed payments
when the servicer determines that the borrower is at imminent risk of default.

¢ Modifications can start from now until December 31, 2012; loans can be modified only once
under the program.

Loan Modification Terms and Procedures
e Participating servicers are required to service all eligible loans under the rules of the program
unless explicitly prohibited by contract; servicers are required to use reasonable efforts to obtain
waivers of limits on participation.
o Participating loan servicers will be required to use a net present value (NPV) test on each loan
that is at risk of imminent default or at least 60 days delinquent. The NPV test will compare the
net present value of cash flows with modification and without modification. If the test is positive




— meaning that the net present value of expected cash flow is greater in the modification scenario
— the servicer must modify absent fraud or a contract prohibition.

Parameters of the NPV test are spelled out in the guidelines, including acceptable discount rates,
property valuation methodologies, home price appreciation assumptions, foreclosure costs and
timelines, and borrower cure and redefault rate assumptions.

Servicers will follow a specified sequence of steps in order to reduce the monthly payment to no
more than 31% of gross monthly income (DTI).

The modification sequence requires first reducing the interest rate (subject to a rate floor of 2%),
then if necessary extending the term or amortization of the loan up to a maximum of 40 years,
and then if necessary forbearing principal. Principal forgiveness or a Hope for Homeowners
refinancing are acceptable alternatives.

The monthly payment includes principal, interest, taxes, insurance, flood insurance, homeowner’s
association and/or condominium fees. Monthly income includes wages, salary, overtime, fees,
commissions, tips, social security, pensions, and all other income.

Servicers must enter into the program agreements with Treasury's financial agent on or

before December 31, 20009.

Payments to Servicers, Lenders, and Responsible Borrowers

The program will share with the lender/investor the cost of reductions in monthly payments from
38% DTI to 31% DTI.

Servicers that modify loans according to the guidelines will receive an up-front fee of $1,000 for
each modification, plus “pay for success” fees on still-performing loans of $1,000 per year.
Homeowners who make their payments on time are eligible for up to $1,000 of principal
reduction payments each year for up to five years.

The program will provide one-time bonus incentive payments of $1,500 to lender/investors and
$500 to servicers for modifications made while a borrower is still current on mortgage payments.
The program will include incentives for extinguishing second liens on loans modified under this
program.

No payments will be made under the program to the lender/investor, servicer, or borrower unless
and until the servicer has first entered into the program agreements with Treasury’s financial
agent.

Similar incentives will be paid for Hope for Homeowner refinances.

Transparency and Accountability

Measures to prevent and detect fraud, such as documentation and audit requirements, will be
central to the program.

Servicers will be required to collect, maintain and transmit records for verification and
compliance review, including borrower eligibility, underwriting, incentive payments, property
verification, and other documentation.

Freddie Mac will audit compliance.

HiH
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Supplemental Documentation—Frequently Asked Questions
Home Affordable Modification Program—2009-2010 Conversion
Campaign

These frequently asked questions clarify the Supplemental Directives issued in connection with the Home
Affordable Modification Program (HAMP). The questions and answers below should be reviewed by each
servicer that has entered into a Servicer Participation Agreement (SPA) to participate in HAMP. These
frequently asked questions constitute supplemental documentation that is included in, and shall be deemed
part of, the HAMP Program Documentation described in Section 1 of the SPA.

- January 8, 2010

Q0108-01 Is a borrower who has received a HAMP offer eligible for a subsequent HAMP
offer? When is a servicer’s SPA obligation to offer a borrower a HAMP
modification considered satisfied?

A borrower who has a received a HAMP offer is ineligible for a subsequent HAMP offer, and the
servicer's SPA obligation to offer the borrower a HAMP modification is considered satisfied, in the
following circumstances:

« the borrower received a HAMP modification and lost good standing, or
» the borrower received a HAMP offer and made the first payment under trial period plan, but did not
(i) make all required payments by the end of the trial period, or (ii) provide all required documents

by the end of the trial period.

A borrower may seek reconsideration for a HAMP modification and the servicer is obligated to consider the
borrower’s request under the SPA, in the following circumstances:

« the borrower was found ineligible, either for a trial period plan or during the trial period plan, but
circumstances such as income have changed sufficiently to impact the previous determination, or

» the borrower received a HAMP offer, but did not make the first trial period payment by the end of '
the month in which it was due.

(Note: This Conversion FAQ revises Supplemental Documentation FAQ #71, which has been simultaneously
updated.)

Home Affordable Modification Program — 2009 Conversion Campaign FAQs - Page 1



January 6, 2010

REVISED :

Q0106-01 If a borrower did not make all required trial period payments by the end of the original
trial period, but was nevertheless granted a Trial Period Extension under HAMP Waiver
#20090803, as amended, may the borrower be offered a permanent HAMP modification if
the borrower is otherwise eligible and makes all required trial period payments by the
end of the Trial Period Extension? :

Yes. HAMP Waiver #20090803 required that a borrower make all original trial period payments by the end of
the original trial period to qualify for a Trial Period Extension. Notwithstanding this requirement, a borrower who
received a Trial Period Extension without making all of the original trial period payments by the end of the
original trial period may be offered a permanent HAMP modification as long as: (i) the borrower makes all
required trial period payments by the end of the Trial Period Extension; and (ii) the borrower is otherwise
eligible under HAMP.

December 30, 2009

Q1230-01 During the temporary review period required under Supplemental Directive 09-10, are the
: borrower notification requirements of Supplemental Directive 09-08 suspended for
borrowers who have been evaluated and determined to be ineligible for HAMP for

reasons other than property ineligibility?

During the temporary review period required under Supplemental Directive 09-10, servicers must send a
non-approval notice that complies with the requirements of Supplemental Directive 09-08 to a borrower who
has submitted all required documents and trial payments and who has been determined to be ineligible
because the property is (a) not the borrower’s principal residence, (b) vacant or condemned, or (c) more
than four dwelling units. In addition, servicers should cancel these trial modifications from the Treasury
system of record.

During the temporary review period required under Supplemental Directive 09-10, borrowers who have
submitted all required documents and trial payments and who have been determined to be ineligible for any
reason other than property ineligibility must be sent a notice similar to the following:

Based on our preliminary review, you may not be eligible for HAMP because [insert reason for non-
approval as per Supplemental Directive 09-08]. However, at the direction of the Treasury
Department, your mortgage loan has been placed in a review period until January 31, 2010.
During this time you should continue to make your trial period payments. If you believe the
information used in our preliminary review is incorrect or you have additional information that we
may not have considered, please contact us immediately at [XXX-XXX-XXXX] but no later than
[insert date that is 30 days from the date of this notice].

The notice should clearly state that the borrower will continue to be considered for HAMP through the later
of January 31, 2010 or 30 days from the date of the notice provided to the borrower and will receive an
additional written communication of the final eligibility decision. Borrowers who receive this notice should
not be canceled in Treasury’s system of record (IR2) and should not be considered for, or offered
alternative modification options during the extended review period.

Home Affordable Modification Program — 2008 Conversion Campaign FAQs — Page 2



Q1230-02 During the temporary review period required under Supplemental Directive 09-10, if a
borrower in an active HAMP trial modification refuses to accept a HANMP offer or
withdraws a request to be considered for HAMP, may the servicer send the borrower a
notice under Supplemental Directive 09-08 and cancel the trial modification from the
Treasury system of record? :

Yes. However, servicers should not solicit borrowers to opt out of consideration for HAMP' during the
temporary review period.

December 22, 2009

REVISED

Q1222-01 How should servicers handle situations where an eligible borrower successfully
completed the HAMP trial period but has not been converted by the servicer to a
permanent modification in a timely fashion?

In situations where an eligible borrower successfully completed the trial period (including providing the
required documentation and making the required payments) and should have been converted to a
permanent modification, but for reasons. beyond their control were not timely evaluated for a permanent \
modification, the servicer must promptly make a determination as to whether the borrower is eligible for a
permanent HAMP modification. If the borrower is eligible, then the servicer must offer the borrower a
permanent HAMP modification as soon as possible, but in no event later than sixty days after discovering
the error, including, but not limited to, discovery through notification from MHA Compliance, the servicer's
own procedures, or notice provided by the borrower. In addition, servicers must make permanent HAMP
modification offers to eligible borrowers that are identified as currently being in this situation by February 28, )
2010. The permanent HAMP modification offered must put the borrower in the same position as he or she
would have been had the servicer converted the borrower to a permanent modification in accordance with
the program requirements. A borrower in this situation remains eligible for a permanent HAMP modification
regardless of whether the borrower failed to make trial period payments following the successful completion
of the trial period.

In order to achieve this result, the servicer should take the following steps:

. the modification should be made effective as of the date the modification would have become
effective if the servicer had converted the borrower in a timely fashion (the “Modification
Effective Date”) and the applicable Interest Rate Cap shall be the first Freddie Mac Weekly
Primary Mortgage Market Survey (PMMS) Rate for 30-year fixed rate conforming loans,
rounded to the nearest 0.125 percent, issued in the month prior to the Modification Effective
Date. For example, for a loan with a Modification Effective Date of July 1, 2009, the Interest
Rate Cap should be 5.29% which is the PMMS Rate issued on June 4, 2009, the first PMMS
rate issued in June 2008 (the PMMS archives are  available at
http://www.freddiemac.com/pmms/docs/30-yr_Hhistorics.xIs); '

. the initial unpaid principal balance of the modification should be the unpaid principal balance of
the loan as of the Modification Effective Date, plus all accrued but unpaid amounts allowed to be
capitalized under HAMP as of the Modification Effectrve Date;
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. any payments made by the borrower after the Modification Effective Date until the time of
conversion should be applied retroactively in accordance with the modified terms; however, any
shortfalls between the actual payments made by the borrower after the Modification Effective
Date (including any missed payments) and payments that are due under the modified terms
until the time of conversion must be advanced by the servicer, capitalized and deferred as a
non-interest bearing amount that is due and payable by the borrower at the time of payoff,
maturity or transfer. The servicer may collect this amount subject to such restrictions as the
investor may establish including, but not limited to, restrictions on collecting this amount in the .
event of a short payoff or other disposition of the loan;

. . if, due to a shortfall in payments, amounts are deferred, the servicer must amend the Home
Affordable Modification Agreement in accordance with the Document Summary for the
modification agreement; and

. the servicer must take the necessary steps to correct any credit reporting for the borrower since
the Modification Effective Date.

As part of its regular compliance activities, MHA Compliance will test for compliance with this guidance. In
addition, MHA Compliance has been conducting, and intends to continue to conduct, focused file reviews
on populations of aged trial modifications. .

Servicers should note that this guidance does not apply to situations where a borrower has been granted a
Trial Period Extension under HAMP Waiver #20090803 because the borrower made all required trial period
payments during the original trial period but did not submit all necessary documentation. in that situation,
the borrower must make an additional trial period payment for each extension month by the end of the Trial
Period Extension to receive a permanent HAMP modification.

December 15, 2009

Q1215-01 What are some examples of appropriate methods of reconciling inconsistent income
information in accordance with Supplemental Directive 09-077?

Some examples where servicers may use their business judgment in reconciling inconsistent income
information include, but are not limited to, the following:

. use the current income documentation when there is a discrepancy between tax returns and
current income documentation if the borrower has changed jobs or has had a substantial pay
cut; :

. use the information from the tax transc‘ript obtained via form 4506-T when differences exist

between the transcript and the tax return provided by the borrower,

. when Schedule E is not available to document rental income because property was not
previously rented, accept a current lease agreement and bank statements or cancelled rent
checks; and

. when two paystubs indicate different periodic income, use year-to-date earnings to determine

the average periodic income.
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Notwithstanding the foregoing examples, servicers should not modify a mortgage loan if there is reasonable
evidence indicating the borrower submitted income information that is false or misleading or if the borrower
otherwise engaged in fraud in connection with the modification.
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December 11, 2009

Q1211-01 During December 2009, for borrowers currently in active trial periods that have made
their first trial period payments, may a servicer consider a borrower's trial period plan
offer to have expired if the borrower has not returned all required documentation within
60 days of the offer?

No. Notwithstanding the guidance provided in Supplemental Directive 09-01 regarding the servicer's ability,
in its discretion, to consider the offer of a trial period plan to have expired at the end of 60 days if the
borrower has not submitted all documentation required under HAMP, during December 2009 servicers may
not exercise this right and must give borrowers the full length of the trial period, including any available trial
period’ extension, to submit all required documentation prior to considering the trial period plan to have
expired and cancelling the trial period from the Treasury system of record. In addition, to the extent that
servicers have already cancelled trial period plans scheduled to end in December 2009 as a result of
incomplete documentation where the borrower did not have the entire trial period to submit income
documentation, Treasury strongly encourages servicers to reverse this action in order to give the borrower
the full length of the trial period to satisfy the HAMP documentation requirements. The guidance provided
Q71 of the November 12, 2009 version of the HAMP frequently asked questions does not apply to any such
reversals. :

Q1211-02 Once a borrower has made the first trial period payment, may a servicer cancel a
borrower's trial period for non-payment prior to the end of the trial period?

No. As provided in Supplemental Directive 09-01, the borrower must make all required trial period
payments by the last day of the final trial period month. To the extent that a servicer has cancelled a trial
period plan for a borrower that has made the first trial period payment as-a result of non-payment prior fo
the end of the trial period, the servicer must reverse this action in order to give the borrower the full length of
the trial period to satisfy the HAMP trial period payment requirements.

Servicers are reminded that, as provided in Supplemental Directive 09-03, the servicer must receive the
borrower's first trial period payment on or before the last day of the month in which the Trial Period Plan
Effective Date occurs (“Trial Period Offer Deadline”). The servicer must consider the trial period plan offer
to have expired if the servicer does not receive the borrower's first trial period payment by the Trial Period
Offer Deadline.

Q1211-03 If a borrower voluntarily provides alimony, separation maintenance or child support
income and, as a result of that income, the borrower is ineligible for a HAMP offer, may
the servicer remove that income from consideration and re-evaluate the borrower for
HAMP eligibility?

Yes. Pursuant to Supplemental Directive 09-01 and Supplemental Directive 09-07, the borrower is not
required to provide alimony, separation maintenance or child support income to qualify for HAMP. If the
borrower voluntarily provides such income, and that income renders the borrower ineligible for a HAMP
offer, the servicer is allowed to remove that income from consideration and re-evaluate the borrower for
HAMP eligibility.
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December 10, 2009

Q1210-01 If the borrower has submitted all required documentation except a signed and completed
IRS Form 4506-T or 4506T-EZ, may the servicer use the remaining income documentation
to verify the borrower’s income and waive the requirement for a signed and completed.
IRS Form 4506-T or 4606T-EZ?

No, the servicer must always collect a signed and completed IRS Form 4506-T or 4506T-EZ, as applicable.
However, if the borrower has not submitted a signed and completed Form 4506-T or 4506 T-EZ but has
submitted the most recent tax return (including all applicable schedules), has made all required trial period
payments and is otherwise eligible for a HAMP modification, the servicer should send the Home Affordable
Modification Agreement and the Form 4506-T or 4506T-EZ, as applicable, to the borrower in the same
package and instruct the borrower to execute and return both documents in order to receive a permanent

. HAMP modification. If the borrower has not submitted the most recent tax return (including all applicable
schedules), the servicer must obtain the signed and completed Form 4506-T or 4506T-EZ from the
borrower and determine the borrower’s eligibility for a HAMP moduf cation prior to sending the Home
Affordable Modification Agreement to the borrower.

Q1210-02 How do servicers comply with the timing 'requirements for notices set forth in
Supplemental Directive 09-07 and Supplemental Directive 09-087

Currently, servicers are required to comply only with the response times set forth in Supplemental Directive
09-07. Effective January 1, 2010, servicers must comply with both the response times set forth in
Supplemental Directive 09-07 and the response times set forth in Supplemental Directive 09-08.
Accordingly: ~

. If a servicer determines that a borrower is not eligible for a trial period plan based solely upon
review of a borrower’s verbal information and/or a completed RMA, the servicer must either:

0] send a non-approval notice that satisfies the requirements of Supplemental Directive 09-
08 to the borrower by the tenth busmess day after receipt of the verbal information or
completed RMA, or

(i) send a notice to the borrower by the tenth business day after receipt of the verbal
information or completed RMA acknowledging the borrower's request for consideration
under HAMP, and send a non-approval notice that satisfies the requirements of
Supplemental Directive 09-08 to the borrower by the tenth business day following the
date of the servicer's decision that a trial period plan will not be offered.

If a servicer determines that a borrower is not eligible for a trial period plan based upon review
of a full verified documentation package (including the Form 4506-T or Form 4506T-EZ,
completed RMA, and income documentation), the servicer must send a non-approval notice that
satisfies the requirements of Supplemental Directive 09-08 to the borrower by the earlier of (a)
the tenth business day following the date of the servicer's decision that a trial period plan will not
be offered, or (b) the 30th day after the borrower's documentation package is complete.
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December 9, 2009

Q1209-01 If the borrower has submitted all required documentation except a signed Hardship
Affidavit, may the servicer use alternative methods to verify the borrower’s hardship and
waive the requirement for a signed Hardship Affidavit?

No. However, if the borrower has not submitted or signed the Hardship Affidavit but has made all required
trial period payments and is otherwise eligible for a HAMP modification, the servicer should send the Home
Affordable Modification Agreement and the Hardship Affidavit to the borrower in the same package and
instruct the borrower to execute and return both documents in order to receive a permanent HAMP
modification.

Decembér 8, 2009

Q1208-01 Does HAMP distinguish between short-term and long-term hardship for eligibility
purposes?

No. HAMP does not distinguish between short-term and long-term hardships for eligibility purposes. As
stated in Supplemental Directive 09-01 and Supplemental Directive 09-07, the borrower must attest to and
describe one or more allowable hardships and that he or she is having difficulty making the current
mortgage payment by signing the Hardship Affidavit or the MHA Request for Modification and Affidavit form.
In addition, servicers are reminded to follow investor guidelines for determining eligibility for borrowers in
imminent default.

Q1208-02 If a servicer sends an unsolicited HAMP offer to a borrower, but the borrower never
responds to the offer or makes any trial period payments, is the borrower eligible for
subsequent HAMP offer? ‘

Yes. If the servicer sends an unsolicited HAMP offer to a borrower, but the borrower never responds to the
servicer or makes a trial period payment, the borrower is eligible for a subsequent HAMP offer. In this
instance, the servicer’s obligation under the Servicer Participation Agreement to offer a borrower a HAMP
.modification is not considered satisfied.

Q1208-03 Should an existing escrow shortage be included in calculating a borrower’s monthly
mortgage payment?

Yes. An existing escrow shortage currently being paid by the borrower should be included in the borrower's
monthly mortgage payment. In addition, as provided in Supplemental Directive 09-01, if the servicer
identifies any other escrow shortage as part of the servicer's escrow analysis, the servicer must take steps
to eliminate the shortage in compliance with applicable laws, rules and regulations, including, but not limited
to, RESPA and TILA.

Q1208-04 When should a servicer use a “cancel” versus a “decline” when reporting to the Treasury
system of record?

There is not a “decline” field in the Treasury system of record. If a loan is being cancelled and it is already a
permanent modification, then the servicer should perform an “official cancellation transaction” and then a
“trial cancellation transaction.”
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Q1208-05 If the servicer has multiple reasons for a borrower not receiving a HAMP offer or falling
out of a HAMP trial period or permanent modification, how should the servicer report
those reasons to the Treasury system of record as required by Supplemental Directive
09-067?

When more than one reason code under Schedule IV of Supplemental Directive 09-06 is applicable, the
servicer must report the prevalent reason for the non-approval, non-acceptance or fallout. Pursuant to
Supplemental Directive 09-08, the non-approval notices must comply with all applicable laws and
regulations, including Regulation B when applicable to the transaction.

December 7, 2009

Q1207-01 May a servicer apply the interim month guidance set forth in Supplemental Directive 09-
03 with respect to payments to situations in which the borrower’s documentation needed
to verify HAMP eligibility is received after the servicer’s cutoff date? -

Yes. The interim month guidance set forth in Supplemental Directive 09-03 with respect to payments may
also be applied to the receipt of documentation that is required to verify the borrower’s eligibility for a HAMP
modification. If the servicer receives the borrower’s documentation after the servicer's cutoff date in the
final trial period month but before the end of the final trial period month, the servicer may delay the
modification effective date by one month in order to give the servicer time to finalize the modification, send
the Home Affordable Modification Agreement to the borrower for signature, and receive the signed Home
Affordable Modification Agreement from the borrower.

Q1207-02 Does the servicer have to receive the signed Home Affordable Modification Agreement
from the borrower prior to the effective date of the modification?

No. The loan may be modified and the effective date of the modification does not need to be changed if the
executed Home Affordable Modification Agreement is received from the borrower by the last day of the
month in which the modification becomes effective. However, a servicer may not submit an official loan set
up record to the HAMP Program Administrator to report the permanent modification until the servicer has
obtained a fully executed Home Affordable Modification Agreement.

Q1207-03 Are consecutive paystubs required to confirm a borrower’s income?

No. Although Supplemental Directive.09-01 and Supplemental Directive 09-07 require servicers to obtain a
borrower’s two most recent paystubs indicating year-to-date earnings, if the servicer can determine that the
employment and year-to-date income is accurate by reviewing the paystubs provided, two non-consecutive
paystubs are sufficient to meet HAMP requirements.
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Nevember 12, 2009

Stacey Madamba

1563 Van Dyvke Avenue ‘ —
San Francisco CA 94124 \‘1{%;4’ ,Oﬁlﬂ

i

Loan Number 6448446002-133

Dear Bank of America Custcomer:

Thig letter constitutes our offer to modify the Mortgage identified
above, subject to the terms and conditions agreement. When

signed by you, this letter will also constitute your

acceptance and agreement to these terms and conditions.

Your mortgage is Currently in default. Collection
activities, which may include foreclosure, may continue.
If you sign the attached acceptance and perform as
required in this commitment, we will cease any collection
activity when the mortgage is modified.

Indicate your acceptance of this offer for a Modified

Mortgage under the terms and conditions outlined on pages

2 and 3 by signing the attached acceptance, which must be
signed by each borrower and returned within seven days

from the date of this letter. If we do not receive this
signed acceptance letter, this offer will expire automaticaslly
without further notice.

Sincerely,

| New loan #
Loss Mitigation 6:}/[ (,7(/(5”2»3—"?

LM613 034 - Page 1 ‘of 4
JSP '
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Loan Number 6448446002-133
Terms and Conditions Agreement
Section A. Terms of Modification

* The new principal balance will be $ 360,047. 14.=”
* The interest rate(s), and the resulting princip
(P&I) payment(s), are set according to. the follow
The last rate and payment amount 1ﬂsted,w1lldbe in
until the maturity of the: Medified Mo: =Y
* 3.00000% (P&I .$ 12,591.23)- effectlve4W1 % ol -

* The maturity date of the Modified Mortgage is November 15 2036
* All other terms and conditions of the mortgage will remain the
same for the Modified Mortgage, including but not . 71m1ted to provisions
for late fees and the right. of Bank:of America.:. . ... .. : o
to pursue collection: for default, 1nclud1ng foreclosure

- Section B. Amounts to be Paid in.- Certlfled Fundé

* A.mortgagor contribution of . $ 00 is due" w1th1n seven da i
from the date of this letter which includes any- requlred:escrOW~-'
funds. These fees are estimates and may .change.: Should the

title and attorney fees be less than the estimated figures,

Bank of America will apply the overage accordingly. If they are
more than stated, we will ask you to send us certlfled funds to
cover the shortages

Section C. Contingencies
* We may obtain a lender’s title insurance policy or endorsement
insuring the Modified Mortgage as a first lien. If you have

any other encumbrances to the property, you may be required to
obtain subordination agreements from other secured creditors.

* If your loan contains mortgage insurance, the modlflcatlon is
contingent upon approval: from:the- ‘mortgage “insurer, -

IM613 034 JSP PAGE 2 OF 4 (133)




~Loan Number 6448446002-133
Terms and Conditiocons, Continued

* If any other issues-- including but not limited to deterio-
ration in the condition of the property, lawsuits, liensg,
additional expenses, and. defaulted amounts-- arise between
the date of this commitment and the date on which the- ,
Modified Mortgage documents are to be signed, we ‘may refuse -
to modify the Mortgage. We may then pursue collection
actlons, including foreclosure, if ‘the. current Mortgage is.
in default. . :
Acceptance of Offer for Modlflcatlon"

As borrowers on the Mortgage identified above, we accept the
offer under the terms and conditions outlined in Sectlons A
B, and C, and we agree/acknowledge that: :

* The commitment for a Modified Mortgage w1ll not be con51dered

a waiver of or defense to the right of Bank of Amerlca, M. A

to commence or continue any collection action, including
foreclosure. Even when signed by Bank of America, N. A.

and us, it will not prevent collection actiong continuing if

we fail to fulfill any of its terms and conditions.

* This commitment is contingent on those listed in Section C.

Bank of America, N. A. shall determine whether the

contingencies have been satigfied.

* We will pay by certified funds or Western Union (Code City - Louis
State - KY) the total amount stated in Section B and any additional
sums that may become due.

* If Bank of Amexrica, N, A. decided tc add unpaid interest,
taxes, insurance, and other expenses to the principal balance of
the existing mortgage, the total, which would then be higher
than the current balance, will be the new principal amount

of the Modified Mortgage.

* We will sigrn all the documents necessary to.complete: the: . -
Modification and pay the amounts due on the date we receive

the documents and the bill.

* We have failed to pay the Mortgage in accordance with its terms
and are now in default. We have no defense or offsets against the
right of Bank of America, N. A. to collect or foreclose.

* Pleage check the appropriate box:

We { "} are { } are not currently occupying the property

as our primary residence.

* All representations we made pursuant to our regquest for a
Modified Mortgage are true and have been and will be relied

upon by Bank of America, N. A. . Any breach of the
repregentations will give us the right to terminate this
commitment and pursue other rights and remedies.
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RE: Loan Number 6448446002-133

Acceptance of Offer for Modification, Continued
We have had the opportunity to consult with legal and/or tax
counsel prior to agreeing to the foregoing. We have willingly

agreed to these terms and conditions whether or not we elected
to retain such counsel.

I g olaila | (/1%

ot
T /0T
Signature Date

Signature | Date
Signature ‘ Date
Signature - Date
(133)
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Bankothmerica _

‘November 13, 2009

LU€n Teen
PRIV IRy,

Stacey Madamba _
1563 Van Dyke Avenue ’
San Francisco CA 94122 2211\6{, LzﬁkIJW//LJ%yq

Loan Number 6376187404-133

Dear Bank of America Customer:

This letter constitutes our offer to modify the Mortgage identified
above, subject to the terms and conditions agreement. When

gigned by you, this letter will also constitute your

acceptance and agreement to these terms and conditions.

Your mortgage is currently in default. Collection
activities, which may include foreclosure, may continue.
"If you sign the attached acceptance and perform as
required. in this commitment, we will cease any collection
activity when the mortgage is modified. '

Indicate your acceptance of this offer for a Modified

Mortgage under the terms and conditions outlined on pages

2 and 3 by signing the attached acceptance, which must be
signed by each borrower and returned within seven days

from the date of this letter. If we do not receive this
signed acceptance letter, this offer will expire automatically
without further notice.

Sincerely,

AJQL&}[CWLVLié;
BHS |39

Loss Mitigation

LM612 034 Page 1 of 4
JSP |
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Loan Number 6376187404-133
Terms and Conditions Agreement
Section A. Terms of Modification

* The new principal balante will be $ 90,888.74.

* The interest rate(s), and the resulting principal and interest
(P&I) payment (g), are set according to the following table.

The last rate and payment amount listed wil] be in effect

until the maturity of the Modifjeq Mortgage.

* 2.00000% (P&I $ 355.07) effactive with the 02/01/10 payment .

* The maturity date of the Modified Mortgage is November 1, 2037.
* All other terms and conditions of the mortgage will remain the
same for the Modified Mortgage, including but not limited to Provisions
for late fees and the right of Bank of America.

to pursue collection for'default, including foreclosure.

Section B. Amcunteg to be Paid in Certified Funde

* A mortgagor contribution of $.00 is due within seven days

from the date of this letter which includes any required escrow
runds. These fees are estimates and may change. Should the
title and attorney fees be less than the estimated figures,

Bank of America will apply the overage accordingly. If they are
more than stated, we will ask you to send us certified funds to
cover the shortages.

Section C, Contingencies

* We may obtzin a lender’s title insurance policy or endocrsement
insuring the Modified Mortgage as a first lien. If you have

any other encumbrances to the broperty, you may be required to
obtain subordination agreemernts from other Secured creditorsg.

* If your loan containsg mortgage insurance, the modification ig
contingent upon approval from the mortgage insurer.
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Loan Number 6376187404-133
Terms and Conditicns, Continued

* If any other issues-. including but not limited to deterio-
ration in the condition of the property, lawsuits, liens,
additional expenses, and defaulted amountg- - arise between
the date of this commitment and the date on which the
Medified Mortgage documentg are to be signed, we may refuse
to modify the Mortgage. We may then pursue collection
actions, including foreclosure, if the current Mortgage ig
in default. ‘

Zcceptance of Offer for Modification

As borrowers on the Mortgage identified above, we accept the
offer under the terms and conditions outlined in Sections A4,
B, and C, and we agree/acknowledge that :

* The commitment for g Modified Mortgage will not be considered
a waiver of or defense to the right of Bank of America, N. A.
to commence or continue any collection action, including
foreclosure. Even when signed by Bank of America, N. A.

and us, it will not prevent collection actions continuing if

we fail to fulfill any of its terms and conditions. .

* This commitment ig contingent on those listed in Section C.
Bank of America, N. A. shall determine whether the
contingencies have been satisfied. ’

* We will pay by certified funds Or Western Union (Code City - Louis
State - KY) the total amount stated in Section B and any additional
sums that may become due. .

* If Bank of America, N. A. decided to add unpaid interest,
taxes, insurance, and other expenses to the principal balance of
the existing mortgage, the total, which would then be higher
than the current balance, will be the new principal amount

of the Modified Mortgage. '

* We will sign all the documents necessary to complete the
Modification and pay the amounts due on the date we receive

the documents and the bill.

* We have failed to pay the Mortgage in accordance with its terms
and are now in default. We have no defense or offsets against the
right of Bank of America, N. &, to collect or foreclose.

* Please check the appropriate box:

we {¥} are { |} are not currently occupying the property

as olr primary residence.

* All representations we made pursuant to our request for gz
Modified Mortgage are true and have been and will be relied

upon by Bank of America, N. a. . Any breach of the
representations will give us the right to terminate this
commitment and pursue other rights and remedies.
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RE: Loan Number 6376187404-133

Acceptance of Offer for Modification, Continued

We have had the opportunity to consult with legal and/or tax
counsel prior to agreeing to the foregoing. We have willingly

agreed to these terms and conditions whether or not we elected
to retain such counsel.

P Hastory Lo 1 [17/05

Signature | Date
ASignature Date
Signature ‘ Date
Signature Date
(133)
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