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11 CIV 6078

UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF NEW YORK

MARY ELLEN IESU, MILDRED BARRETT,
CHERYL G. PHILLIPS and MICHAEL P.
CARY, on behalf of themselves and all those
similarly situated,

Plaintiffs,
- against -

THE BANK OF NEW YORK MELLON (as
Trustee under various Pooling and Servicing
Agreements and Indenture Trustee under various
Indentures); BAC HOME LOANS SERVICING,
LP; BANK OF AMERICA CORPORATION;
COUNTRYWIDE FINANCIAL
CORPORATION; COUNTRYWIDE HOME
LOANS, INC,,

Defendants.

Civil No.

CLASS ACTION COMPLAINT

Plaintiffs Mary Ellen Iesu, Mildred Barrett, Cheryl Phillips and Michael P. Cary

(collectively “Plaintiffs”) are a group of homeowners whose mortgages are contained

within the 530 residential mortgage-securitization trusts (“Covered Trusts™) that are part

of the June 28, 2011 proposed Settlement Agreement (“Settlement Agreement”) entered

into by and between the Defendants Bank of New York Mellon, BAC Home Loans

Servicing, LP, Bank of America Corporation, Countrywide Financial Corporation and

Countrywide Home Loans, Inc. A copy of the Settlement Agreement is attached hereto

as Exhibit A. A copy of the Bank of New York Mellon’s Verified Petition which started

the Article 77 proceeding is attached as Exhibit B.
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Plaintiffs seek to enjoin the implementation of this settlement and to require
Defendants to properly service the loans within the Covered Trusts.

Plaintiffs bring this Class Action Complaint for breach of contract, negligence,
gross negligence and/or intentional tort, and declaratory and injunctive relief,
individually, and on behalf of a Rule 23(b)(2) Class of all other similarly situated
borrowers, defined below. Plaintiffs allege the following upon information and belief,
except as to the allegations which pertain to them, which allegations are based upon
personal knowledge:

PARTIES

1. Defendant Bank of New York Mellon (“BNY Mellon™) is a New York
state chartered bank with its principal place of business located at One Wall Street, New
York, New York 10286. BNY Mellon is Trustee of the 530 Covered Trusts created by
Defendants Countrywide Financial Corporation and Countrywide Home Loans, Inc.
between 2004 and 2008. These Covered Trusts include hundreds of thousands of
mortgage loans (the “Mortgage Loans”) that were placed within these Covered Trusts
during this time period. BNY Mellon is, as Trustee, responsible for servicing of the
Mortgage Loans including hiring, monitoring and/or terminating the service providers.
The 530 Covered Trusts beneficially own the Mortgage Loans and BNY Mellon, as
Trustee, holds the loans as assets for the benefit of the Covered Trusts.

2. Defendant BAC Home Loans Servicing, LP (f/k/a Countrywide Home
Loans Servicing, LP) is a Texas limited partnership with its principal place of business in

California. BAC Home Loans Servicing, LP merged into Bank of America, N.A. on July
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2,2011. BAC Home Loans Servicing, LP conducts continuous and substantial business
in New York. BAC Home Loan Servicing, LP was, until the merger, the “Master
Servicer” for the Mortgage Loans contained in the Covered Trusts. As the Master
Servicer, BAC Home Loans Servicing, LP was either hired by and/or controlled, and is
the agent of, the Trustee for all 530 Covered Trusts, Defendant BNY Mellon. As the
agent of Defendant BNY Mellon, BAC Home Loans Servicing, LP’s acts or omissions
are imputed to Defendant BNY Mellon.

3. Defendant Bank of America Corporation is a Delaware corporation that
conducts continuous and substantial business in New York.

4. Defendant BAC Home Loans Servicing, LP and its parent, Defendant
Bank of America Corporation, are collectively referred to as “Bank of America.”

5. Defendant Countrywide Financial Corporation is a Delaware corporation
that conducts continuous and substantial business in New York. Countrywide Financial
Corporation is the parent company of Countrywide Home Loans, Inc.

6. Defendant Countrywide Home Loans, Inc. is a New York corporation with
its principal place of business in California. Countrywide Home Loans, Inc. conducts
continuous and substantial business in New York. Countrywide Home Loans, Inc. and
its affiliates were the “Sellers” of the Mortgage Loans in each of the Covered Trusts.

7. Countrywide Financial Corporation and Countrywide Home Loans, Inc.
are collectively referred to as “Countrywide.” Bank of America purchased Countrywide

on or before July 1, 2008.
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8. Plaintiff Mary Ellen lesu (“lesu”) is a resident of Staten Island, New York.
lesu is the mortgagor on a home mortgage loan that was taken on 47 Hemlock Street,
Staten Island, New York 10309. That mortgage loan originated and began to be serviced
by Countrywide on April 14, 2004. Iesu’s loan, according to the BNY Mellon’s website,
is not beneficially owned by the investors in a loan trust listed in Exhibit A to the
Settlement Agreement as CWHL 2004-15, with BNY Mellon as trustee, and serviced by
Bank of America following the Bank of America purchase of Countrywide. Iesu’s loan
is one of the thousands of Mortgage Loans included with the five hundred and thirty
(530) Covered Trusts at issue before this Court.

9. lesu had mortgage servicing problems caused by Bank of America. In
2009, a divorce and a non-paying tenant left lesu in difficult financial condition. Inan
effort to correct her problems, lesu began working with a housing counselor in the
summer of 2009 in order to apply for a loan modification. In December 2009, Bank of
America told her housing counselor that she had been approved for a trial loan
modification. Bank of America, for some unknown reason, never sent lesu a written
approval however. It was only after lesu had been served with a Summons and
Complaint by Bank of America, did lesu learn that her loan modification had been
purportedly denied. lesu now faces foreclosure.

10.  Plaintiff Mildred Barrett (“Barrett”) is a resident of Houston, Texas.
Barrett is the mortgagor on a first mortgage loan that was taken on 6007 Diamond Bay
Ct., Houston, Texas 77041. Barrett is the mortgagor on a home mortgage loan that

originated and began to be serviced by Countrywide on July 11, 2005. Barrett’s loan,
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according to a MERS and BNY Mellon website is now beneficially owned by the
investors in one of the 530 Covered Trusts, with BNY Mellon as trustee, and serviced by
Bank of America following the Bank of America purchase of Countrywide. Barrett’s
loan is one of the thousands of Mortgage Loans included with the Covered Trusts at issue
before this Court. A copy of Barrett’s Deed of Trust is attached hereto as Exhibit C.

11. Barrett had mortgage servicing problems caused by Bank of America.
Barrett has never missed a payment on her Bank of America loan. In spite of that,
however, in November 2009 Bank of America began automatically withdrawing more
money from Barrett’s bank account than was due from Barrett. For example, in January
2010, Bank of America withdrew three times the amount that Barrett owed on her
mortgage. Barrett informed Bank of America of this problem but Bank of America did
not take any corrective action. Barrett was constantly harassed for money she did not
owe. Barrett grossly overpaid Bank of America because Bank of America took the
money from Barrett’s bank account.

12. On August 21, 2010, Barrett received a letter from BOA that she owed
over $20,000.00 in mortgage payments and $4,128.68 for property taxes and insurance
premiums. Bank of America made this last request even though Barrett had always paid
her own taxes and insurance. BOA has never paid those bills for Barrett. That same day,
Bank of America called Barrett seven times from the Bank of America collection
department to tell Barrett that she was in default. On August 25, 2010, Bank of America
sent a truck to Barrett’s development to do a home inspection. On September 13, 2010,

Barrett had an alert on her Credit Bureau Report that BOA has reported to the Bureau that
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Barrett is 120 days late on her mortgage payments. In summer 2011, Bank of America
started foreclosure proceedings against Barrett even though Barrett has never missed a
payment since the inception of the loan and has always been current on the obligations of
the loan. A few days prior to the scheduled foreclosure sale, Barrett received a letter
from Bank of America stating that Bank of America would no longer speak to Barrett
through her counsel. This left Barrett without representation on the eve of foreclosure.

13.  Plaintiff Cheryl G. Phillips (“Phillips™) is a resident of Murfreesboro,
Tennessee. Phillips is the mortgagor on a first and second home mortgage loans that
were taken on 440 Compton Road, Murfreesboro, Tennessee 37130. The loan numbers
are 136764770 and 136764762. These mortgage loans originated and began to be
serviced by Countrywide May 17, 2006. Phillips’ loans, according to a BNY Mellon
website, are now beneficially owned by the investors in the CWALT 2006-19CB trust,
with BNY Mellon as trustee, and serviced by Bank of America following the Bank of
America purchase of Countrywide. Phillips loan numbered 136764762 is one of the
thousands of Mortgage Loans included with the five hundred and thirty (530) Covered
Trusts at issue before this Court. A copy of Phillips’ Deed of Trust is attached hereto as
Exhibit D.

14.  Phillips had many mortgage servicing problems caused by Bank of
America. Phillips went through the loan modification process with Bank of America
while at the same time Bank of America threatened Phillips with foreclosure. Phillips

was dual tracked, a Bank of America servicing tactic described below. Bank of America
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has now informed Phillips that she did not qualify for a loan modification and that she
faces the threatened foreclosure.

15.  Throughout the loan modification process, among other servicing
problems, Bank of America refused to properly answer Phillips’ questions, demanded
that Phillips repeatedly send Bank of America the same paperwork over and over, would
send Phillips multiple bills the same month demanding different amounts, charged
Phillips unidentifiable fees, and would repeatedly fail to apply her payment correctly to
her account.

16.  Plaintiff Michael P. Cary (“Cary”) is a resident of Niceville, Florida. Cary
is the mortgagor on a home mortgage loan that was taken on 2428 Martin Drive,
Niceville, Florida 32578. Cary’s loan is now beneficially owned by the investors in the
CWHL 2005-HYB10 trust, with BNY Mellon as trustee, and serviced by Bank of
America following the Bank of America purchase of Countrywide. Cary’s loan is one of
the thousands of Mortgage Loans included with the five hundred and thirty (530)
Covered Trusts at issue before this Court. A copy of Cary’s Mortgage is attached hereto
as Exhibit E.

17.  Cary had mortgage servicing problems caused by Bank of America. Cary
purchased his home in August 2005. Cary and his wife started facing financial
difficulties several years ago. Due to these financial problems, Cary decided to request a
loan modification. Cary was subjected to repeated servicing problems caused by Bank of
America. Cary has been unable to make any progress with Bank of America regarding

modification of Cary’s loan. For example, Cary is never able to speak to the same Bank
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of America service spokesman on the telephone and even when Cary does get a person to
speak with him that person inevitably tells Cary he needs to speak with someone else at
Bank of America. For Cary this frustrating process has been the normal manner in which
his loan is serviced.

18.  Plaintiffs do not have sufficient information available to determine the true
actual or beneficial owners of the Mortgage Loans or the security interest therein.
Regardless, Plaintiffs will suffer harm when the Settlement Agreement is implemented
because of the servicing problems discussed herein. Plaintiffs do not have information
regarding the accuracy (or reasons for inaccuracies) of their mortgage loan histories as
recorded by Defendants or any sub-servicer or vendor in order to know how said entities
have recorded Plaintiffs loan status for purposes of including them as High Risk
mortgage loans under the terms and conditions of the Settlement Agreement. Plaintiffs
have received default notices and other documents from Bank of America. Based on
these notices, Plaintiffs’ mortgages have been, or will soon be, categorized as “high risk”
and Plaintiffs are subject to losing their homes as a result of this Settlement Agreement.

19.  Plaintiffs bring this action for breach of contract, negligence, gross
negligence and/or intentional tort, and declaratory and injunctive relief on behalf of
themselves and a Class of mortgage loan borrowers defined as all borrowers: (i) whose
mortgage loans were originated by Countrywide between 2004 and 2008; (ii) whose
loans were included in within the five hundred and thirty (530) Covered Trusts; (iii)
whose loans have not been repaid in full; and (iv) whose loans are now being serviced by

Bank of America.
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JURISDICTION AND VENUE

20.  This Court has jurisdiction over this action pursuant to 28 U.S.C. § 1332
because the amount in controversy exceeds Five Million Dollars ($5,000,000) and there
is diversity of citizenship between Plaintiffs, the Class and the Defendants.

21.  Venue is proper pursuant to 28 U.S.C. § 1391 because the events that give
rise to the claims occurred, in substantial part, in this District. A substantial part of the
activity giving rise to Plaintiffs’ claims for breach of contract, negligence, gross
negligence and/or intentional tort, and declaratory and injunctive relief including the
securitization of the mortgage loans at issue, occurred in this District, including the
negotiating and execution of the Settlement Agreement. Each of the Defendants also
maintains offices, derives substantial revenue from, and/or regularly transacts or have
transacted business within this District.

SUMMARY OF CLAIMS

22.  Plaintiffs bring four claims against Defendants: breach of contract,
negligence, gross negligence and/or intentional tort, and declaratory and injunctive relief.
23.  The first claim is breach of contract. The contracts at issue are the
mortgages and/or deeds of trust where the parties are Plaintiffs and the Class, as
mortgagors, and Defendants who purport to own the Plaintiffs’ mortgages as well as the
mortgages of all Class members. Defendants are parties to these Mortgage Loans.

24.  These contracts are uniform across the Covered Trusts with regard to the

terms and conditions relevant to the claims and all contain the same implied duty of good
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faith and fair dealing that require Defendants to service, and to have serviced, the
Mortgage Loans in a reasonable and prudent manner.

25.  As part of this implied duty of good faith and fair dealing, Defendants, as
mortgagees and Trustee, are obligated to service, or have serviced, the Mortgage Loans in
a reasonable, prudent and lawful manner and to use a level of service that a reasonably,
prudent mortgage loan servicer would use under similar circumstances. By entering into
the Settlement Agreement, an agreement which will substantially reduce the already low
level of servicing provided to the Mortgage Loans and will ensure that Plaintiffs and the
Class will face unnecessary foreclosures, fees (described in detail below), etc.

Defendants have violated this duty of good faith and fair dealing.

26.  The second claim is for negligence. Defendants, as mortgagees and
Trustee, have failed to abide by even the most basic and minimum standards for servicing
of the Mortgage Loans. This standard is to service the Mortgage Loans in a reasonable
and prudent manner and to use a level of service that a reasonably, prudent mortgage loan
servicer would use under similar circumstances. These Defendants have failed in this
duty to Plaintiffs and Class members.

27.  The third claim is for gross negligence and/or intentional tort against all
Defendants. All Defendants, including BNY Mellon, acted with gross negligence,
recklessly, deliberate indifference, and/or intentionally towards Plaintiffs and Class
members in that (1) Defendants utterly failed to properly service the Mortgage Loans and
(2) Defendants entered into this Settlement Agreement knowing full well that the quality

of servicing of the Mortgage Loans would be seriously damaged and compromised by the

10
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new standards set forth in the Settlement Agreement. Defendants systematic failure is
grossly negligent, willful, wanton, in total disregard for the rights of Plaintiffs and Class
members, and/or intentional.

28.  The fourth claim is for declaratory relief and an injunction against all
Defendants.

BACKGROUND

A. The Settlement Agreement and its Procedural Status

29.  OnJune 28, 2011, Defendants entered into the Settlement Agreement.
The following day, June 29, 2011, BNY Mellon as Trustee, filed a Verified Petition in
this New York state court in order to have the Settlement Approved under CPLR § 7701.
That case was assigned to Judge Kapnick (Index No. 651786/11). That same day, a large
group of twenty-two institutional investors including Metropolitan Life Insurance
Company and BlackRock Financial Management, Inc. filed a petition to intervene in
order to argue on the settlement’s behalf.* It was this group of investors that helped
negotiate the Settlement Agreement. Since that time various other investors have

intervened in order to oppose the settlement. The Attorney Generals for New York and

! The “Institutional Investors™ are holders of certain securities and/or investment managers for holders of
certain securities issued by the Covered Trusts. The investors include Transamerica Life Insurance
Company, AEGON Financial, Assurance Ireland Limited, Transamerica Life International (Bermuda) Ltd.,
Monumental Life Insurance Company, Transamerica Advisors Life Insurance Company, AEGON Global
Institutional Markets, plc, LIICA Re Il, Inc., Pine Falls Re, Inc., Transamerica Financial Life Insurance
Company, Stonebridge Life Insurance Company, and Western Reserve Life Assurance Co. of Ohio,
Bayerische Landesbank, BlackRock Financial Management, Inc., Federal Home Loan Bank of Atlanta
Goldman Sachs Asset Management L.P., ING Investment Management L.L.C., ING Bank fsh, ING Capital
LLC, Invesco Advisers, Inc., Kore Advisors, L.P., Landesbank Baden-Wuerttemberg and LBBW Asset
Management (Ireland) PLC, Dublin, Maiden Lane, LLC, Maiden Lane Il, LLC, Maiden Lane IIl, LLC,
Metropolitan Life Insurance Company, Nationwide Mutual Insurance Company, New York Life
Investment Management LLC, Neuberger Berman Europe Limited, Pacific Investment Management
Company LLC, Prudential Investment Management, Inc., Teachers Insurance and Annuity Association of
America, Thrivent Financial for Lutherans, Trust Company of the West and the affiliated companies
controlled by The TCW Group, Inc., and Western Asset Management Company.

11
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Delaware have also filed intervention motions in order object to the settlement’s
approval. On August 26, 2011, this case was removed to this Court from New York
Supreme Court by trust investor and intervenor Walnut Place, LLC.

B. History of the Mortgage Loan Securities Market

30. In the 1990’s, the mortgage loan market changed from a fairly simple
market wherein a lender either retained an originated loan in its own loan portfolio to a
securitization market where most loans were pooled, placed into a loan trust, and interests
in a portion of the pooled loans was sold to institutional investors — primarily public
pension funds, hedge funds and insurance companies selling and managing retirement
investment products.

31.  The documents which govern the loan trusts are referred to as Pooling and
Servicing Agreements (“PSA”) and Sales and Servicing Agreements (“SSA”). The PSA
and SSA are the trust instruments which define the rights, duties, powers and obligations
of the parties. All residential mortgage-backed securities are governed by New York
common law.

32.  Securitized pools of loans were divided into “tranches,” as many as 20
loan pools per deal. The highest tranche paid the investor the lowest interest rate on their
investment but was paid off first, lowering the risk. The Institutional Investors were the
highest tranche participants. The credit rating agencies, such as Standard & Poor’s, gave
the highest tranche the highest credit rating of AAA. Regulators believed that the ratings
would be sufficient to educate investors about the risk they were taking and ensure proper

underwriting of loans because the ratings bestowed upon tranches by the credit rating

12
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agencies were believed to be the most reliable form of “regulation” of risk and also
because the lenders usually retained for themselves the tranche with the lowest interest
rates but the highest rate of return.

33. Banks around the country started pooling tranches of loans across many
different loan pools and selling them. Since banks were the entities that most often owned
the lowest tranches, the ability to sell their lowest tranches meant the banks — just like the
loan originators — had little financial incentive to regulate or monitor the quality and type
of loan that were underwritten and placed into the loan trusts.

34.  Inthe late 1990’s, Wall Street began what is referred to as a “vertical
integration of the industry.” Vertical integration meant that large investment banks and
other banks began to acquire “subprime” lenders and mortgage loan servicers which
allowed these banks to fund and service the loans directly. Lehman Brothers was one of
the first to make such an acquisition by acquiring BNC Mortgage and Finance America,
increasing their subprime originations from approximately $3 billion in 2001 to $24
billion by 2005.

35.  Other large lenders followed suit including Bank of America, Bear
Stearns, Deutsche Bank, Morgan Stanley, Merrill Lynch and Barclay’s. All of these
banks expanded into the subprime business and began to sell dubious loan products,
including interest only loans, stated income loans, and pick-a-payment loans.

36. Bank of America announced the purchase of Countrywide in July 2008,

and negotiations for this purchase began years before that date, possibly as early as 2004.

13
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37.  Specialty finance companies, Countrywide for example, quickly followed
into the market. At this point, the entire financial services industry had shifted to the
mortgage loan industry as a core focus of their business models. There were multiple
reasons for this enormous shift in the financial services industry including the ability to
lower warehouse loan and capital costs and guarantee a source of production of mortgage
loans to feed their highly lucrative securitization machine.

38.  With vertical integration came an enormous concentration of profit and
risk from the mortgage market. For example, as alleged by several investors in the
Article 77 proceeding, Bank of America (and Countrywide) engaged in zip code by zip
code appraisal fraud to create false equity and induce consumers, including Class
members, to borrow more money against their homes.

C. The 530 Covered Trusts

39.  The Covered Trusts were created by Countrywide between 2004 and 2008
through securitization. Countrywide and its affiliates, the loan sellers, sold portfolios of
loans secured by mortgages on residential properties to an entity called the “Depositor.”
The Mortgage Loans were then conveyed to BNY Mellon, as Trustee. Ownership
interests in the Trusts were then sold to investors, including the Institutional Investors.

40.  Countrywide, and now Bank of America, was the Master Servicer charged
with responsibility for, among other things, collecting debt service payments on the
Mortgage Loans and taking any necessary enforcement action against borrowers

including foreclosure. All of the Covered Trusts are controlled by Pooling and Servicing

14



Case 1:11-cv-05988-UA Document 22-2 Filed 08/30/11 Page 16 of 212

Agreements or Sale and Servicing Agreements (the “Agreements”) under which BNY
Mellon is the Trustee or indenture trustee.

41.  Although the Agreements for each of these Covered Trusts are separate
agreements, the terms pertinent to this litigation are substantively similar. These terms
are significant to both the investors as well as the homeowners. The Agreements each
contain a series of representations and warranties made by Countrywide and/or its
affiliates including representations that the collection practices of the Seller and Master
Servicer have been legal, prudent and customary in the mortgage lending and servicing
business.

42.  The Agreements impose servicing obligations on the Master Servicer,
requiring, among other things, that the Master Servicer service and administer the
Mortgage Loans in accordance with the terms of the Governing Agreements and the
customary and usual standards of practice of prudent mortgage loan servicer.

43. In October 2010, the Institutional Investors asserted a notice of non-
performance to Bank of America for breaches of several provisions of the Agreements
including, among other things, failing to maintain accurate and adequate loan and
collateral files in a manner consistent with prudent mortgage servicing standards and
failing to demand that the Sellers cure deficiencies in mortgage records.

44.  Beginning in November 2010, the Institutional Investors engaged in
negotiations with Countrywide and Bank of America in an attempt to reach a settlement
for the benefit of the Covered Trusts. At no point were any Class members engaged in

the negotiations.

15
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SUMMARY OF THE SETTLEMENT AGREEMENT
TERMS RELATED TO MORTAGE SERVICING

45.  According to the Settlement Agreement, Bank of America has agreed to,
within thirty days after the execution of the Settlement Agreement, devise a list of 8-10
qualified “subservicers” to service loans within the Trusts deemed ‘“high-risk loans.”
These High-Risk Loans are defined as:
I. Mortgage Loans that are 45 + days past due without right
party contact (i.e., the Master Servicer has not succeeded in
speaking with the borrower about resolution of a
delinquency);
ii. Mortgage Loans that are 60 + days past due and that have
been delinquent more than once in any rolling twelve (12)
month period,;
iii. Mortgage Loans that are 90 + days past due and have not
been in the foreclosure process for more than 90 days and
that are not actively performing on trial modification or in
the underwriting process of modification;

2 Mortgage Loans in the foreclosure process that do not yet
have a scheduled sale date; and

V. Mortgage Loans where the borrower has declared
bankruptcy regardless of days past due.

46.  The agreed list shall be submitted to BNY Mellon which may within forty-
five days (i) object and remove any of the selected subservicers from the list or (ii) limit
the number of loans the subservicer may service at any one time.

47.  The servicing component of the Settlement Agreement also applies to
loans beyond those deemed “High-Risk.” For all other loans in the Covered Trusts, Bank
of America has agreed to (i) compare in a monthly report its servicing performance

against “specific industry standards” and send to the BNY Mellon on a monthly basis

16



Case 1:11-cv-05988-UA Document 22-2 Filed 08/30/11 Page 18 of 212

statistics comparing Bank of America’s performance to these industry standards and (ii)
if Bank of America fails to meet these industry standards, calculate and include in its
monthly statement a master servicing fee adjustment payable by it to BNY Mellon.

48. The Settlement Agreement also contains “loss mitigation provisions” that
apply to all mortgage loans in the Covered Trusts. They include, among other things,
factors for Bank of America and all of the newly hired subservicers to consider in
deciding whether to modify a loan or to apply any other loss mitigation strategies like
foreclosures. There is a gross lack of detail, however, in the Settlement Agreement on
what precisely the loss mitigation provisions mean. There is also a gross lack of detail
regarding sub-servicing compensation.

49.  The Settlement Agreement includes procedures which purport to cure
certain document deficiencies in the loan files of the Class members including who or
what entity actually own the Mortgage Loans and who has the right to receive payment.
These procedures cannot and will not be able to cure these deficiencies in the Class
members’ loan files, however.

THE SETTLMENT AGREEMENT WILL CAUSE
IMMEDIATE INJURY TO PLAINTIFFS AND THE CLASS

50.  Plaintiffs and Class members, homeowners whose mortgage loans are
serviced by Bank of America, will be harmed if the Settlement Agreement is approved
and fully implemented. The Settlement Agreement will speed up foreclosures, perpetuate
existing servicing abuses in the system, and undermine federal programs designed to
stabilize the housing market. The Settlement Agreement will cause immediate and

material damage to Plaintiffs and the Class for five reasons.

17
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51. First, the touted servicing “improvements” only aim to accelerate the rate
and speed of foreclosures but fail to set standards to protect homeowners from wrongful
or unnecessary foreclosure or abusive servicing. The new servicing “improvements” will
speed up foreclosures without protecting homeowners. At the heart of the servicing
“improvements” are two proposals: (1) referral of loans in default to specialty
subservicers and (2) compensatory fees, i.e., penalties, should Bank of America not
ensure that loans are moved to foreclosure sale quickly enough. Neither of these
proposals helps homeowners and, if left unaddressed, both proposals will exacerbate the
illegal harm being done to homeowners right now.

52.  Second, the referral to subservicers will not protect homeowners from
Bank of America’s current illegal and abusive servicing. Although the referral of loans
to specialty subservicers seems designed to increase Bank of America’s incentives to
keep loans performing because it will reduce its ability to profit from default-related fees,
nothing in the proposed Settlement Agreement actually requires the responsible servicing
of loans by subservicers. Provisions for responsible servicing by subservicers are critical
to protect the interests of homeowners. Transfer to subservicers will increase the risk of
errors in loan accounting, abusive debt collection practices, and confusion on the part of
homeowners accustomed to dealing with one entity. While subservicers, under paragraph
5(a)(iii) of the proposed Settlement Agreement, must meet certain standards, such as state
licensing, these standards provide no assurance that the subservicers will perform better
than Bank of America has in the past. There are no standards applicable to these

subservicers that require, or even measure, success implementing loss mitigation

18
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strategies or loan modification net present value analyses (“NPV”), or even commitment
to maximizing income to the investor in the decision of whether to pursue foreclosure or
permit home retention loss mitigation strategies.

53.  Third, the compensatory fee structure within the Settlement Agreement
speeds up foreclosures without protecting homeowners from wrongful foreclosure. This
compensatory fee structure is for defaulted loans either retained by Bank of America or
for loans that have not yet been assigned to subservicers. Paragraph 5(c)(iii) of the
Settlement Agreement, however, provides very significant financial incentives for Bank
of America to speed up the foreclosure process. Consequently, the accelerated
foreclosure process is likely to impede any meaningful review of foreclosure alternatives,
and therefore will result in unnecessary foreclosures and sales of homes. Homes will be
sold while homeowners await the results of their loan modification application, and the
accelerated process will cause homeowners to incur unnecessary foreclosure fees, which
further price modifications out of reach. Referring loans to foreclosure add additional
fees added to a homeowner’s account. There are many documented instances where
these fees have prevented a homeowner from being able to afford a loan modification.

54.  The compensatory fee structure set forth in paragraph 5(c)(iii) applies to
loans retained for servicing by Bank of America. Under this structure, should Bank of
America fail to refer a loan to foreclosure in a timely way, or fail to liquidate the property
at a foreclosure sale quickly enough, Bank of America faces the prospect of paying to the
Covered Trust an amount equivalent to the monthly interest due on that loan. There are

no corresponding penalties for errors in servicing that harm homeowners. This lopsided
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incentive structure will foster foreclosures at the expense of homeowners. Moreover,
these accelerations will not even permit the evaluation of loss mitigation strategies that
would protect investors, let alone homeowners.

55.  This system, as designed in the Settlement Agreement, provides no
exceptions for instances when a homeowner and a servicer are in the midst of negotiating
a loan modification or when the borrower is performing under any loan modification for
the initial referral or performing under a proprietary loan modification or any other non-
Home Affordable Modification Program (“HAMP”) loan modification not mandated by
law for a foreclosure sale. The result is that the dual track system, of proceeding with
foreclosures while negotiating loan modifications, a system repudiated by HAMP and by
the Federal Housing Finance Authority in the recent servicing alignment, is encouraged
and even mandated, with the predictable result of an increase in wrongful foreclosures.

56.  The cumulative impact of the Settlement Agreement’s acceleration of the
foreclosure process is a de-emphasis on modifications or other loss mitigation strategies,
with a consequent weakening of the incentives to prevent foreclosure.

57. Fourth, the Settlement Agreement does nothing to end existing abuses. In
addition to the dual track problem discussed above, where homes are foreclosed on while
the homeowner is negotiating or actually making payments under a loan modification
agreement, Bank of America has engaged in the placement of illegal fees, including
force-placed insurance, improper accounting for payments, and failure to evaluate
homeowners for loan modifications. Nothing in the Settlement Agreement addresses any

of these abuses.
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58. Indeed, the standards enunciated for the evaluation of loan modifications
and loss mitigation generally by both servicers and subservicers in paragraph 5(e) leave
the servicers with virtually unlimited discretion, far more discretion than servicers are
currently permitted to exercise under most federal loss mitigation programs. While
servicers are required to consider a net present value analysis of a loan modification as
compared to foreclosure (see 1 5(e)), this required consideration is virtually meaningless
for the following reasons:

o No standards for the modification are offered (e.g., interest rate

reduction, extended terms, principal reductions, income ratios) nor
are the terms of the NPV analysis (e.g., expected redefault rate,
Real Estate Owned (“REO”) discount, expected time to sale)
specified. As such these standards appear to be left entirely to the

discretion of the servicers (or subservicers) conducting the analysis
(see 15(e)).

o Servicers are only required to “consider” the NPV analysis. They
are not required to use its results.

. Among the other criteria servicers and subservicers are permitted
to consider is their subjective belief that the homeowner is engaged
in “strategic default.”

o Servicers may refuse to perform a loan modification, even one that
IS projected to return a benefit to the investor for any factor the
servicer deems “prudent” in its judgment.

59.  Similarly, Bank of America, its affiliates, and its subservicers are

permitted to continue to accrue post-default fees, directly and through third-party

vendors, without limitation or oversight. (see 11 5(a)(iv) and (a)(xi).) These fees often

provide an incentive to servicers to pursue foreclosure over modification.
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60.  The Settlement Agreement leaves Bank of America and its subservicers to
continue business as usual with regard to excessive and illegal fees, improper accounting,
and failure to evaluate homeowners for loss mitigation.

61.  Fifth, the Settlement Agreement undermines existing efforts to stabilize
the housing markets. The standards required by HAMP, enunciated by the government
sponsored enterprises — Fannie Mae and Freddie Mac — and created by federal law in the
Farmers Home Administration, Veterans Administration, and Rental Housing Support
programs, all mandate that servicers follow a standard loss mitigation evaluation process
and, under certain circumstances, offer a loan modification. The proposed Settlement
Agreement neither mandates a standard process, nor standard modification terms, nor the
offer of a loan modification where appropriate. The lack of standards guarantees that
fewer modifications will be done and more homeowners will lose their homes.

62.  Among the terms in the Settlement Agreement that may result in a direct
conflict between existing federal programs and the Settlement Agreement are the
following:

o The “simultaneous” evaluation of the homeowner for all

modification programs. If this is interpreted to include loss
mitigation activities such as a short sale, this is in direct conflict
with existing federal guidance. Even if this merely allows
evaluation for proprietary modifications at the same time as
HAMP or other federal modifications, the simultaneous evaluation
undermines the federal programs. Servicers routinely steer
homeowners to proprietary modifications, and away from HAMP
modifications or other government-sponsored modification
programs, with disastrous results for homeowners. Proprietary
modifications have failure rates significantly higher than HAMP,
even when they reduce the payment to an affordable level. Since

the Settlement Agreement does not require that the modifications
offered be affordable or sustainable, we can expect that the
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modifications offered will fail at levels perhaps twice the rate of
HAMP modification.

o The limitation on principal reductions to the current market value,
measured without regard to REO sales, (1 5(e)), is both counter to
HAMP and sound economic decision making. The potential losses
incurred by investors will be based on the REO sale, not on the
current market value of a home freely sold. HAMP permits and
underwrites principal reductions in a greater amount; capping
principal reductions at this artificially inflated rate harms
homeowners.

63.  Conspicuously absent from the Settlement Agreement servicer guidelines
is a requirement to perform loan modifications when a standard analysis predicts that the
investors will benefit more from a modified loan than a foreclosure. The settlement will
thus set a standard of loan servicing which is thus lower than HAMP, and other
guidelines. The failure to include an explicit requirement permits the servicers to
continue to profit from those activities that promote foreclosure rather than home
retention, or even reduction of post home-loss debt. The failure to conform the
Settlement Agreement with HAMP undermines HAMP in that HAMP allows servicers
not to perform modifications to the extent HAMP is in conflict with guidance from
investors. The Settlement Agreement, with its broad grant of discretion to servicers, its
caps on principal reduction, and its tight foreclosure timeline could be used by Bank of

America to assert that investor restrictions prohibit it from participating in HAMP.

PAST AND CURRENT MORTGAGE LOAN SERVICING ABUSES

64. Beside the servicing problems experienced by Plaintiffs, Countrywide and

Bank of America have engaged in a widespread pattern of illegal and wrongful mortgage
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servicing practices for many years and in many different ways. The acts described herein
have caused substantial damage to borrowers that make up the Covered Trusts.

65.  The abuses are well known and documented. For example, in 2010, the
Office of Comptroller of the Currency, the Office of Thrift Supervision, the Federal
Deposit Insurance Corporation, and the Federal Reserve Board undertook a coordinated
horizontal examination of foreclosure processing at the nation’s 14 largest federally
regulated mortgage servicers, including the Master Servicer.

66.  On February 17, 2011, John Walsh, Acting Comptroller of the Currency,
testified before the Senate Committee on Banking, Housing, and Urban Affairs. There he
testified:

In general, the examinations found critical deficiencies and
shortcomings in foreclosure governance processes, foreclosure
document preparation processes, and oversight and monitoring of
third party law firms and vendors. These deficiencies have resulted
in violations of state and local foreclosure laws, regulations, or
rules and have had an adverse affect on the functioning of the
mortgage markets and the U.S. economy as a whole. By
emphasizing timeliness and cost efficiency over quality and
accuracy, examined institutions fostered an operational
environment that is not consistent with conducting foreclosure
processes in a safe and sound manner.

67.  On April 13, 2011, the Office of the Comptroller of the Currency
“announced formal enforcement actions against eight national bank mortgage servicers
and two third-party servicer providers for unsafe and unsound practices related to

residential mortgage loan servicing and foreclosure processing.” The eight servicers

included the Master Servicer in this case, Bank of America.
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68.  Again on April 13, 2011, the OCC signed and published a consent order
styled In the Matter of Bank of America, N.A. which found “the OCC had identified
certain deficiencies and unsafe or unsound practices in residential mortgage servicing and
in the Bank’s initiation and handling of foreclosure proceedings.” The OCC cited the
following conduct as examples of unsound banking practices by Bank of America in
servicing: (a) filing or causing to be filed in state and federal courts affidavits executed
by its employees or employees of third-party service providers making various assertions,
such as ownership of the mortgage note and mortgage, the amount of the principal and
interest due, and the fees and expenses chargeable to the borrower, in which the affiant
represented that the assertions in the affidavit were made based on personal knowledge or
based on a review by the affiant of the relevant books and records, when, in many cases,
they were not based on such personal knowledge or review of the relevant books and
records; (b) filing or causing to be filed in state and federal courts, or in local land records
offices, numerous affidavits or other mortgage-related documents that were not properly
notarized, including those not signed or affirmed in the presence of a notary; (c) litigating
foreclosure proceedings and initiating non-judicial foreclosure proceedings without
always ensuring that either the promissory note or the mortgage document were properly
endorsed or assigned and, if necessary, in the possession of the appropriate party at the
appropriate time; (d) failing to devote sufficient financial, staffing and managerial
resources to ensure proper administration of its foreclosure processes; (e) failing to
devote to its foreclosure processes adequate oversight, internal controls, policies, and

procedures, compliance risk management, internal audit, third party management, and
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training; and (f) failing to sufficiently oversee outside counsel and other third-party
providers handling foreclosure-related services.

69. The OCC stated that due to the conduct alleged above, “the Bank engaged
in unsafe or unsound banking practices.”

70.  OnJune 7, 2010, the FTC filed a complaint against both Countrywide and
Bank of America in the Central District of California. In that complaint, the FTC alleged,
in relevant part:

In addition, this action is brought to remedy unlawful acts and
practices by Defendants in servicing loans for borrowers who are
seeking to save their homes through a Chapter 13 bankruptcy. In
connection with these bankruptcy cases, Defendants have made
various representations to borrowers about their mortgage loans
that are false or lack a reasonable basis. Defendants also have
failed to disclose to borrowers during their bankruptcy case when
fees and escrow shortages and deficiencies have accrued on their
loan. After the bankruptcy cases have closed and borrowers no
longer have the protection of the bankruptcy court, Defendants
unfairly seek to collect those amounts, including through
foreclosure actions (emphasis added)(FTC v. Countrywide, et al.,
Complaint, 1 11)

When a borrower becomes delinquent on a mortgage loan,
mortgage servicers order various default-related services that are
intended to protect the lender's interest in the property. For
example, a mortgage servicer may order a property inspection for
the purpose of verifying the occupancy status of the home. In its
mortgage servicing operation, Countrywide follows a so-called
“vertical integration strategy to generate default-related fee
income. Rather than obtain default-related services directly from
third-party vendors and charge borrowers for the actual cost of
these services, Countrywide formed subsidiaries to act as middle-
men in the default services process (“default subsidiaries”). The
default subsidiaries exist solely to generate revenues for
Countrywide and do not operate at arms length with Defendants.
Id. 1 14.
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The scheme works as follows. Defendants order default-related
services from the default subsidiaries, which in turn obtain the
services from third-party vendors. The default subsidiaries then
charge Defendants a fee significantly marked up from the third-
party vendors’ fee for the service, and the Defendants, in turn,
assess and collect these marked-up fees from borrowers... Id. {
15.
In addition, Defendants have charged borrowers for the
performance of default services, such as property inspections and
title reports, that in some instances were not reasonable and
appropriate to protect the note holder's interest in the property and
rights under the security instrument. Id. § 17.
In the course and conduct of their loan servicing and collection,
Defendants in numerous instances have assessed and collected
default-related fees that they were not legally authorized to assess
and collect pursuant to the mortgage contract. Id. p. 26.
71.  The OCC and FTC are obviously not alone in their complaints for
mortgage servicing abuses by Bank of America and Countrywide. Class members have
an untold number of examples of servicing abuses.

CLASS ACTION ALLEGATIONS

72.  Plaintiffs bring this class action pursuant to the Rule 23(b)(2) of the
Federal Rules of Civil Procedure on behalf of a Class defined previously as mortgage
loan borrowers: (i) whose mortgage loans were originated by Countrywide between 2004
and 2008; (ii) whose loans are included within the five hundred and thirty (530) Covered
Trusts; (i) whose loans have not been repaid in full; and (iv) whose loans are now being
serviced by Bank of America.

73.  Excluded from the Class are all present and former agents of Bank of
America, BNY Mellon as Trustee, Countrywide, the Institutional Investors, or any other

investors in the Covered Trusts. Also excluded are all present and former employees of
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these parties; any Class member who timely elects to be excluded from the Class; the
judge to whom this case is assigned, and any member of his or her immediate family.

74.  Plaintiffs are members of the Class and allege that all Class members will
sustain injury in fact as a result of implementation of the Settlement Agreement.

75. Membership in the Class is so numerous as to make it impractical to bring
all Class members before the Court. The exact number of Class members is unknown,
but Plaintiffs reasonably estimate and believe that there are hundreds of thousands of
persons in the Class. The identity of the Class members is readily ascertainable using
information with Defendants’ possession.

76.  There are questions of law and fact common to the Class which
predominate over any questions which may affect only individual members of the Class,
including but not limited to whether or not Plaintiffs’ claims for breach of contract,
negligence, gross negligence and/or intentional tort, and declaratory and injunctive relief
should be sustained against the parties to the Settlement Agreement

77.  Plaintiffs are members of the Class they seek to represent. Plaintiffs’
claims are typical of the Class members’ claims. Plaintiffs will fairly and adequately
protect the interests of the Class in that Plaintiffs’ claims are typical and representative of
the Class.

78.  There are no unique defenses which may be asserted against Plaintiffs
individually, as distinguished from the Class. The claims of Plaintiffs are the same as

those of the Class.
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79.  There exist no conflicts of interest as between Plaintiffs and the other
Class members. Plaintiffs have retained counsel that is competent and experienced in
complex class action litigation. Plaintiffs and their counsel will fairly and adequately
represent and protect the interests of the Class.

80. Plaintiffs and Plaintiffs’ counsel have the necessary financial resources to
adequately and vigorously litigate this class action. Plaintiffs are aware of the fiduciary
responsibilities to the Class and agree to diligently discharge those duties.

81.  The questions of law and/or fact common to the members of the Class
predominate over questions that may affect only individual members. The common
nucleus of operative fact herein centers on the implementation of the Settlement
Agreement and the servicing problems described herein.

82.  Thisclass action is superior to any other method for the fair and efficient
adjudication of this dispute. There will be no extraordinary difficulty in the management
of this class action.

COUNT 1
BREACH OF CONTRACT

83.  Plaintiffs reallege the allegations set forth above as is fully set forth
herein.

84. Each of the Covered Trusts contains thousands of Mortgage Loans as
assets. Each Mortgage Loan is an enforceable contract between Plaintiffs and Class
members and Defendants BNY Mellon (as Trustee), BAC Home Loans Servicing, LP;

Bank of America Corporation; Countrywide Financial Corporation; Countrywide Home
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Loans, Inc. The contract between a particular class member and Defendants are the
mortgage and/or deed of trust. These contracts all contain the same implied duty of good
faith and fair dealing on behalf of the parties.

85.  Part of this duty of good faith and fair dealing is the duty of Defendants to
service the mortgage loans in a reasonable, prudent, and lawful manner. This duty is
uniform to all Plaintiffs and Class members in the Covered Trusts. The implied duty of
good faith is necessary to effectuate the bargain of the parties so that if there was no such
implied covenant, Plaintiffs and Defendants would be deprived of the fruits of their
bargain.

86. Defendants have violated this duty of good faith and fair dealing by
entering into, and attempting to consummate, the Settlement Agreement as described
herein. The Settlement Agreement entered into by Defendants does not improve
mortgage loan servicing, but instead ensures that the quality of Mortgage Loan servicing
will worsen.

87.  As part of the duty of good faith and fair dealing is the duty to employ
prudent and reasonable loan servicing practices that are at least as good as current
industry standards including the obligation to hire, and properly train, adequate staff.

88.  This duty also includes refraining from conduct (i) which deprives the
other party of reasonable opportunity to perform its contractual obligations, (ii) which
deprives the other party the opportunity to perform under the contract, and (iii) which

deprives the other party of the opportunity to enjoy benefits of contract.
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89.  These Defendants breached the implied duty within each contract by,
among other actions, entering into the Settlement Agreement (i) which requires the use
of a servicing standard which is less than the current industry standard, (ii) which
requires the use of a loan servicing standard which seeks to lower the current industry
standards, (iii) which is in direct conflict with standards articulated by the U.S. Treasury
Department’s Home Affordable Modification Program, (iv) which is in direct conflict
with standards articulated by the Servicer Alignment Initiative governing the activities of
the two government entities Fannie Mae and Freddie Mac, (v) which incentivizes and
even mandates foreclosure; (vi) which imposes no duty on either the Master Servicer of
Sub-Servicer to assure that homeowners will be protected from well-documented illegal
and abusing servicing and inappropriate foreclosures, (vii) which imposes no duty on
either the Master Servicer of Sub-Servicer to assure that homeowners rights under
TILA/RESPA/Dodd Frank are respected including prompt and timely response to request
for identification of the current owner of mortgage loan, (viii) which requires the transfer
of loans to a sub-servicer prior to determining whether a deficiency exists with regard to
the ownership of a loan and right to collect payments on said loan, (ix) which fails to
require sub-servicer to adhere to current industry standard and standards articulated by
HAMP, Fannie Mae/Freddie Mac Servicer Alignment Initiative and duties imposed under
federal and state consent decrees, and (x) which does not require proper compensating
sub-servicer for undertaking policies and procedures which will protect the homeowners.

90.  Plaintiffs and the Class seek declaratory and injunctive relief only on this

cause of action for breach of contract.
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COUNT II
NEGLIGENCE

91.  Plaintiffs reallege the allegations set forth above as is fully set forth
herein.

92. Defendants have a duty to each Plaintiff and Class member to service the
Mortgage Loans in a reasonably prudent manner and to abide by minimum servicing
standards for the mortgage servicing industry. Defendants have breached this duty of
care to Plaintiffs and Class members in that these Defendants have completely failed to
service the Mortgage Loans at even the most basic level. This failure and breach of duty
is the direct and proximate cause of injury to Plaintiffs and Class members.

93.  Asaresult of this breach of duty, Plaintiffs and the Class have suffered
damages.

94.  Plaintiffs and the Class seek declaratory and injunctive relief on this cause
of action for negligence.

COUNT 111
GROSS NEGLIGENCE AND/OR INTENTIONAL TORT

95.  Plaintiffs reallege the allegations set forth above as is fully set forth
herein.

96. Defendants, including BNY Mellon, acted with gross negligence,
recklessly, deliberate indifference, and/or intentionally towards Plaintiffs and Class
members in that (1) Defendants utterly failed to use any reasonable standards to properly

service the Mortgage Loans and (2) Defendants entered into this Settlement Agreement
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knowing full well that the quality of servicing of the Mortgage Loans would be seriously
damaged and compromised by the new standards set forth in the Settlement Agreement.

97. Defendants systematic failure in their servicing obligations as described
herein was, and remains, grossly negligent, willful, wanton, in total disregard for the
rights of Plaintiffs and Class members, and/or intentional.

98.  Defendants Settlement Agreement was an intentional attempt to reduce
and/or eliminate any standards by which the Mortgage Loans would be serviced. This
conduct was designed to benefit all parties except Plaintiffs and the Class who will be
damaged as a result of the Settlement Agreement. As a result of this gross negligence
and/or intentional tort, Plaintiffs and the Class have suffered injury.

99.  Plaintiffs and the Class seek declaratory and injunctive relief on this cause
of action for gross negligence and/or intentional tort.

COUNT 1V
DECLARATORY RELIEF AND INJUNCTION

100. Plaintiffs reallege the allegations set forth above as is fully set forth
herein.

101. Plaintiffs seek declaratory relief and injunction from Defendants.
Plaintiffs have no adequate remedy at law. Monetary damages will not provide the relief
required by Plaintiffs.

102. Plaintiffs are likely to have ultimate success on the merits of this case.

The Settlement Agreement, as written and implemented, materially impacts Plaintiffs and
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the Class. If this relief is not granted, Plaintiffs and the Class face the prospect of
irreparable injury.

103. A balance of equities weighs in favor of an injunction. There are no other
remedies available to Plaintiffs aside from the declaratory and injunctive relief as
described herein.

104. The Settlement Agreement does not “improve” servicing on the mortgage
loans, but in fact, it affirmatively injures Plaintiffs and the Class and described herein.
An injunction stopping Defendants from further implementation of the Settlement
Agreement to prevent injury to Plaintiffs and the Class.

PRAYER FOR RELIEF

105. Based on the foregoing, Plaintiff respectfully prays that this Court grant
the following relief:

A. Issue a Declaratory Judgment that Defendants have violated the
duty of good faith and fair dealing in the mortgage contracts with

Plaintiffs and the Class;

B. Issue an injunction stopping Defendants from continuing to
implement the Settlement Agreement;

C. Issue an injunction requiring Defendants (i) to comply with current
industry standards of mortgage servicing, (ii) implement mortgage
servicing standards that are higher than current industry standards,
and (iii) implement procedures that will require compliance with
these standards;

D. Attorneys’ fees and costs in bringing this action;

E. Incidental damages related to any injunctive relief granted by the
Court; and

F. Any such further relief as the court deems just and proper.
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JURY DEMAND

Plaintiffs demand a trial by jury.

Dated: August 30, 2011.
Respectfully submitted,

Keith M. Fleischman, Esq.
Hung G. Ta, Esq.

June H. Park, Esq.

Francis P. Karam, Esq.
FLEISCHMAN LAW FIRM
565 Fifth Avenue, Seventh Floor
New York, NY 10017

(212) 880-9567
keith@fleischmanlaw.com
hta@fleischmanlawfirm.com
Jpark@fleischmanlawfirm.com
frank@fkaramlaw.com

Sheila Canavan, Esq.

LAW OFFICES OF SHEILA CANAVAN
70 Desert Solitaire Rd.

Moab, Utah 84532

(435) 259-3593
cananvansheila@citlink.com

Don Barrett, Esq.

Brian Herrington, Esq.

Katherine Riley, Esq.

David McMullan, Esq.
BARRETT LAW GROUP, P.A.
P.O.Box 927

404 Court Square North
Lexington, MS 39095

(662) 834-9168
dbarrett@barrettlawgroup.com
bherrington@barrettlawgroup.com
kbriley@barrettlawgroup.com
dmcmullan@pbarrettlawgroup.com

35



Case 1:11-cv-05988-UA Document 22-2 Filed 08/30/11 Page 37 of 212

Charles Barrett, Esq.

(Admitted in New York)
BARRETT LAW GROUP, P.A.
6518 Highway 100

Suite 210

Nashville, TN 37205

(615) 515-3393
charles@ctbfirm.com

Richard R. Barrett, Esq.
BARRETT LAW GROUP, P.A.
1223 Jackson Ave.

Suite 203

Oxford, MS 38655

(662) 307-7000
rrb@rrblawfirm.com

Attorneys for Plaintiffs and the Class

36



Case 1:11-cv-05988-UA Document 22-2 Filed 08/30/11 Page 38 of 212

EXHIBIT A



Case 1:11-cv-05988-UA Document 22-2  Filed 08/30/11 PISERAPFKIR COPY

SETTLEMENT AGREEMENT

This Settlement Agreement is entered into by and among (i) The Bank of New York
Mellon (f/k/a The Bank of New York) in its capacity as trustee or indenture trustee of certain
mortgage-securitization trusts identified herein (“BNY Mellon” or the “Trustee”), and (ii) Bank
of America Corporation (“BAC”), and BAC Home Loans Servicing, LP (“BAC HLS”)
(collectively, “Bank of America”) and Countrywide Financial Corporation (“CFC”) and

Countrywide Home Loans, Inc. (“CHL”) (collectively, “Countrywide”).

WHEREAS, BNY Mellon is the trustee or indenture trustee for the trusts corresponding
to the five hundred and thirty (530) residential mortgage-backed securitizations listed on Exhibit

A hereto (the “Covered Trusts”);

WHEREAS, Countrywide sold Mortgage Loans, which served as collateral for the

Covered Trusts;

WHEREAS, the Trustee, CHL, and/or BAC HLS are parties to the Pooling and Servicing
Agreements and in some cases Sale and Servicing Agreements and Indentures governing the
Covered Trusts (as amended, modified, and supplemented from time-to-time, the “Governing
Agreements”), and CHL, Countrywide Home Loans Servicing, LP, and/or BAC HLS has acted

as Master Servicer for the Covered Trusts (“Master Servicer”);

WHEREAS, certain significant holders of certificates or notes representing interests in
certain of the Covered Trusts and investment managers of accounts holding such certificates or
notes (the “Institutional Investors,” as defined in more detail in the Institutional Investor
Agreement) have entered into a separate Institutional Investor Agreement with the Trustee, Bank
of America and Countrywide, the due execution of which is a condition to the effectiveness of

this Settlement Agreement;

WHEREAS, allegations have been made of breaches of representations and warranties
contained in the Governing Agreements with respect to the Covered Trusts (including alleged
failure to comply with underwriting guidelines (including limitations on underwriting
exceptions), to comply with required loan-to-value and debt-to-income ratios, to ensure

appropriate appraisals of mortgaged properties, and to verify appropriate owner-occupancy
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status) and of the repurchase provisions contained in the Governing Agreements;

WHEREAS, the Institutional Investors have sought to provide notice pursuant to certain
of the Governing Agreements claiming failure by Bank of America and Countrywide, and
affiliates, divisions, and subsidiaries thereof, to perform thereunder, and have alleged Mortgage
Loan-servicing breaches and documentation defects against Bank of America and Countrywide,
and affiliates, divisions, and subsidiaries thereof, and Bank of America and Countrywide dispute
such allegations and waive no rights, and preserve all of their defenses, with respect to such

allegations and putative notices;

WHEREAS, the Institutional Investors have asserted that Bank of America is liable for
the obligations of Countrywide with respect to the Covered Trusts, and Bank of America
disputes that contention and waives no rights, and preserves all of its defenses, with respect to

such contention;

WHEREAS, the Institutional Investors formed a steering committee (comprised of
BlackRock Financial Management, Inc., Pacific Investment Management Company LLC, certain
ING companies, Metropolitan Life Insurance Company, and the Federal Home Loan Mortgage

Corporation (“Freddie Mac”));

WHEREAS, the Trustee, Bank of America, Countrywide, and the Institutional Investors
have engaged in arm’s-length settlement negotiations that included the exchange of confidential

materials;

WHEREAS, in the settlement negotiations, the Trustee received and evaluated
information presented by Bank of America, Countrywide, and the Institutional Investors related
to potential liabilities and defenses, and alleged damages, and has determined, in the exercise of
its discretion as Trustee, that entry into this Settlement Agreement and the settlement
contemplated thereby (the “Settlement”) is within the Trustee’s powers under the Governing
Agreements and applicable law and in the best interests of and advantageous to the Covered

Trusts; and

WHEREAS, as set forth below, the Settlement is subject to judicial approval, and, toward

that end, the Trustee will commence in the Supreme Court of the State of New York, County of
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New York (the “Settlement Court”), in its capacity as trustee or indenture trustee under the
Governing Agreements, a proceeding under Article 77 of the New York Civil Practice Law and
Rules (the “Article 77 Proceeding”) and file a verified petition that seeks a final order and
judgment that conforms in all material respects to the form attached as Exhibit B hereto (the

“Final Order and Judgment”).
NOW, THEREFORE, THE PARTIES AGREE AS FOLLOWS:

1. Definitions. Any capitalized terms not defined herein shall have the definition
given to them in the Governing Agreements. As used in this Settlement Agreement, in addition
to the terms otherwise defined herein or in the Governing Agreements, the following terms shall
have the meanings set forth below (the definitions to be applicable to both the singular and the
plural forms of each term defined if both forms of such term are used in this Settlement

Agreement):

(a) “Approval Date” shall mean the date upon which Final Court Approval, as

defined in Paragraph 2, is obtained;

(b) “Bank of America Parties” shall mean BAC and any of its past, present, or future,
direct or indirect affiliates, parents, divisions, or subsidiaries (including BAC HLS and Bank of
America, N.A.), and each of their respective past, present, or future, direct or indirect affiliates,
parents, divisions, subsidiaries, general partners, limited partners, shareholders, officers,
directors, trustees, members, employees, agents, servants, attorneys, accountants, insurers, co-
insurers, and re-insurers, and the predecessors, successors, heirs, and assigns of each of the

foregoing;

(©) “BNY Mellon Parties” shall mean BNY Mellon and any of its past, present, or
future, direct or indirect affiliates, parents, divisions, or subsidiaries, on behalf of themselves and
each of their respective past, present, or future, direct or indirect affiliates, parents, divisions,
subsidiaries, general partners, limited partners, officers, directors, trustees, co-trustees, members,
employees, agents, servants, attorneys, accountants, insurers, co-insurers, and re-insurers, and the

predecessors, successors, heirs, and assigns of the foregoing;

(d) “Code” means the Internal Revenue Code of 1986, as amended;
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(e) “Countrywide Parties” shall mean CFC and any of its past, present, or future,
direct or indirect affiliates, parents, divisions, or subsidiaries (including CHL, Countrywide
Capital Markets, Countrywide Bank FSB, Countrywide Securities Corporation, Countrywide
Home Loans Servicing, LP (now known as BAC Home Loans Servicing, LP), CWMBS, Inc.,
CWABS, Inc., CWALT, Inc., CWHEQ, Inc., Park Granada LLC, Park Monaco Inc.,
Countrywide LFT LLC, and Park Sienna LLC), and each of their respective past, present, or
future, direct or indirect affiliates, parents, divisions, subsidiaries, general partners, limited
partners, shareholders, officers, directors, trustees, members, employees, agents, servants,
attorneys, accountants, insurers, co-insurers, and re-insurers, and the predecessors, successors,

heirs, and assigns of the foregoing;

(f) “Governmental Authority” shall mean any United States or foreign government,
any state or other political subdivision thereof, any entity exercising executive, legislative,
judicial, regulatory, or administrative functions of or pertaining to the foregoing, or any other
authority, agency, department, board, commission, or instrumentality of the United States, any
State of the United States or any political subdivision thereof or any foreign jurisdiction, and any
court, tribunal, or arbitrator(s) of competent jurisdiction, and any United States or foreign
governmental or non-governmental self-regulatory organization, agency, or authority (including

the New York Stock Exchange, Nasdaq, and the Financial Industry Regulatory Authority);

(2) “Investors” shall mean all certificateholders and noteholders in the Covered

Trusts, and their successors in interest, assigns, and transferees;

(h) “Law” shall mean collectively (whether now or hereafter enacted, promulgated,
entered into, or agreed to) all laws (including common law), statutes, ordinances, codes, rules,
regulations, directives, decrees, and orders, whether by consent or otherwise, of Governmental
Authorities, or publicly-disclosed agreements between any Party and any Governmental

Authority;

@) “Losses” shall mean any and all claims, suits, liabilities (including strict
liabilities), actions, proceedings, obligations, debts, damages, losses, costs, expenses, fines,
penalties, assessments, demands, charges, fees, judgments, awards, disbursements and amounts

paid in settlement, punitive damages, foreseeable and unforeseeable damages, incidental or
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consequential damages, of whatever kind or nature (including attorneys’ fees and other costs of

defense and disbursements);

) “Party” shall refer individually to each of the Trustee, Bank of America, and

Countrywide, which shall collectively be the “Parties”;

(k) “Person” shall mean any individual, corporation, company, partnership, limited
liability company, joint venture, association, trust, or other entity, including a Governmental

Authority;

) “REMIC” shall mean a ‘“real estate mortgage investment conduit” within the

meaning of Section 860D of the Code;

(m)  “REMIC Provisions” shall mean the provisions of United States federal income
tax law relating to real estate mortgage investment conduits, which appear at Section 860A
through Section 860G of the Code, and related provisions and regulations promulgated

thereunder, as the foregoing may be in effect from time to time;

(n) “Settlement Agreement” shall mean this settlement agreement, together with all

of its Exhibits; and

(0) “Signing Date” shall mean the date on which this Settlement Agreement is first
executed by all of the Parties. The Signing Date may also be referred to herein as the date of this

Settlement Agreement.

2. Final Court Approval.

(a) Requirement of Final Court Approval. Where provided for herein, the terms of

this Settlement Agreement are subject to and conditioned upon “Final Court Approval.” Final
Court Approval shall have occurred only after (i) the Article 77 Proceeding is commenced, (ii)
notice of the Settlement and related matters is provided to the extent reasonably practicable to
the Investors in a form and by a method approved by the Settlement Court, (iii) the Investors are
given an opportunity to object and to make their views known to the Settlement Court in such
manner as the Settlement Court may direct, (iv) the Trustee and any other supporter of the

Settlement are given the opportunity to make their views known to the Settlement Court in such
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manner as the Settlement Court may direct, (v) the Settlement Court enters in the Article 77
Proceeding (including in a subsequent proceeding following an appeal and remand) the Final
Order and Judgment (provided that if the Settlement Court enters an order that does not conform
in all material respects to the form of order attached as Exhibit B hereto, the Parties may, by the
written agreement of all Parties, deem that order to be the Final Order and Judgment; and
provided further that, if the Settlement Court modifies Subparagraphs 3(d)(i), (ii), or (iii) (in each
case in a manner consistent with the Governing Agreements) that modification shall not be
considered to be a material change to the form of order attached as Exhibit B hereto), and (vi)
either the time for taking any appeal of the Final Order and Judgment has expired without such
an appeal being filed or, if an appeal is taken, upon entry of an order affirming the Final Order
and Judgment and when the applicable period for the appeal of such affirmance of the Final
Order and Judgment has expired, or, if an appeal is taken from any decision affirming the Final
Order and Judgment, upon entry of an order in such appeal finally affirming the Final Order and
Judgment without right of further appeal or upon entry of any stipulation dismissing any such
appeal with no right of further prosecution of the appeal (in all circumstances there being no
possibility of such Final Order and Judgment being upset on appeal therefrom, or in any related
appeal from an order of the Settlement Court in the Article 77 Proceeding, or in any other
proceeding pending at the time when all other prerequisites for Final Court Approval are met that
puts into issue the validity of the Settlement). All Parties will use their reasonable best efforts to

obtain Final Court Approval.

(b) Effect of Failure to Obtain Final Court Approval. If at any time Final Court

Approval of the Settlement shall become legally impossible (including by reason of the denial of
Final Court Approval by a court with no possibility of further appeal or proceedings that could
result in Final Court Approval), the Settlement Agreement shall be null and void and have no
further effect as to the Parties except as set forth in this Subparagraph 2(b) and other provisions
not specifically provided for herein as being subject to or conditioned upon Final Court
Approval. In such event: (i) except as provided in Paragraph 7, the Parties hereto shall be
deemed to have reverted to their respective status as to all claims, positions, defenses, and
responses as of the date a day prior to the Signing Date, and (ii) the provisions of Paragraph 20
shall apply, along with such other provisions hereof not specifically provided for as being subject

to or conditioned upon Final Court Approval. If Final Court Approval has not been obtained by
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December 31, 2015, then Bank of America and Countrywide shall be permitted to withdraw
from this Settlement Agreement and from the Settlement with like effect as if Final Court
Approval had become legally impossible but only if the Trustee consents to such withdrawal in

writing if in good faith it deems such withdrawal to be in the best interests of the Covered Trusts.

(©) Preliminary Order. As an initial step towards seeking Final Court Approval, as

soon as is practicable after the Signing Date, the Trustee shall commence the Article 77
Proceeding and seek a preliminary order (the “Preliminary Order”) to be entered by the
Settlement Court providing for and/or requiring: (i) a form and method of notice of the
Settlement and related matters to Investors (in a form and by a method agreed to after
consultation with the other Parties), (ii) a deadline for the filing of written objections to the
Settlement and responses thereto, (iii) a hearing date at which the Settlement Court would
consider whether to enter the Final Order and Judgment, (iv) a direction that all actions
subsequently filed that contain claims that would be within the release and waiver provided for
in Paragraph 9 should be assigned or transferred to the justice of the Settlement Court before
whom the Article 77 Proceeding is pending, and (v) ordering that the Trustee may seek direction
from the Settlement Court before taking any action in respect of a Covered Trust that relates to
the subject matter of the Article 77 Proceeding. At the same time as the Trustee seeks the
Preliminary Order, it shall also file with the Settlement Court a petition stating its support for the

Settlement Agreement.

(d) Cost of Notice. All costs related to the giving of notice of this Settlement and

related matters as part of the Article 77 Proceeding shall be borne by Bank of America and/or

Countrywide.

(e) Federal Tax Ruling. Final Court Approval shall be deemed not to have been

obtained unless and until there has been received private letter ruling(s) applicable to all of the
Covered Trusts from the Internal Revenue Service to the effect that: (i) the execution of, and the
transactions contemplated by, this Settlement Agreement, including (A) allocation of the
Settlement Payment to a Covered Trust and the methodology for determining such allocation,
(B) the receipt of the Settlement Payment by a Covered Trust, (C) the distribution of the

Settlement Payment by a Covered Trust to any of its Investors and the methodology for
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determining such distributions, and (D) any monthly Master Servicing Fee Adjustment received
by or otherwise credited to such Covered Trust will not cause any portion of a Covered Trust for
which a REMIC election has been made in accordance with the applicable Governing Agreement
to fail to qualify at any time as a REMIC, and (ii) the receipt of the Settlement Payment by the
Covered Trusts and the receipt or other credit of any monthly Master Servicing Fee Adjustment
by the Covered Trusts will not cause, or result in, the imposition of any taxes on the Covered
Trusts or on any portion of a Covered Trust for which a REMIC election has been made in
accordance with the terms of the applicable Governing Agreement. The Trustee shall cause a
request for such letter ruling(s) to be submitted to the Internal Revenue Service within thirty (30)
days of the Signing Date, or, if the Internal Revenue Service is not amenable to receipt of the
Trustee’s request for rulings within this thirty day period, as promptly as practicable thereafter,
and shall use reasonable best efforts to pursue such request; such request may not be abandoned
without the consent (which shall not unreasonably be withheld) of Bank of America,
Countrywide, and the Institutional Investors. Bank of America and Countrywide shall use their
reasonable best efforts to assist in the Trustee’s preparation and pursuit of the request for the
rulings. In the event that the provisions of Subparagraph 3(d)(i), (ii), or (iii) of this Settlement
Agreement are modified by the Settlement Court, the Trustee shall update its request to the
Internal Revenue Service to take account of such modifications, and the requirements of this
Subparagraph 2(e) necessary for there to be Final Court Approval shall be deemed not to have
been satisfied until there has been received private letter ruling(s) applicable to the Covered
Trusts that takes account of such modifications and otherwise meets the requirements of (i) and

(ii) of this Subparagraph 2(e).

(f) State Tax Rulings or Opinions. Final Court Approval shall be deemed not to have

been obtained unless and until there has been received at the Trustee’s request an opinion of
Trustee tax counsel with respect to the States of New York and California, in each case, to the
same legal effect as the requested rulings described in Subparagraph 2(e)(i) and (ii). The Trustee
shall use reasonable best efforts to pursue such requests for opinions; any such requests may not
be abandoned without the consent (which shall not unreasonably be withheld) of Bank of
America, Countrywide, and the Institutional Investors. Bank of America and Countrywide shall
use their reasonable best efforts to assist in the Trustee’s preparation and pursuit of the foregoing

requests. In the event that the provisions of Subparagraphs 3(d)(i), (i1), or (ii1) of this Settlement
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Agreement are modified by the Settlement Court, the Trustee shall update its requests for such
opinions to take account of such modifications, and the requirements of this Subparagraph 2(f)
necessary for there to be Final Court Approval shall be deemed not to have been satisfied until
each of the opinions described in this Subparagraph 2(f) is received in a form that takes account

of such modifications and otherwise meets the requirements of this Subparagraph 2(f).

(2) The Parties may collectively agree, each acting in its sole discretion, to deem the
requirements of Subparagraphs 2(e) (“Federal Tax Ruling”) or 2(f) (“State Tax Rulings or
Opinions”) to have been met by the receipt of tax rulings or opinions, as the case may be, that are

substantially in accord with the requirements of such Subparagraphs 2(e) or 2(f).

3. Settlement Amount.

(a) Settlement Payment. If and only if Final Court Approval is obtained, Bank of
America and/or Countrywide shall pay or cause to be paid eight billion five hundred million
dollars ($8,500,000,000.00) (the “Settlement Payment”) within one-hundred and twenty (120)

days of the Approval Date, in accordance with the following provisions.

(b) Method of Payment. Each Covered Trust’s Allocable Share of the Settlement

Payment shall be wired to the Certificate Account or Collection Account for such Covered Trust
by Bank of America as directed by the Trustee following determination of the Allocable Share of
each Covered Trust pursuant to Subparagraph 3(c); provided, that if the Allocable Share of each
Covered Trust has not been determined pursuant to Subparagraph 3(c) at the time at which the
Settlement Payment is due pursuant to Subparagraph 3(a), the Settlement Payment shall be wired
to a non-interest-bearing escrow account at BNY Mellon (the “Escrow Account”) set up for the
sole purpose of holding the Settlement Payment until the relevant Allocable Shares have been
determined, at which time each Allocable Share of the Settlement Payment shall be wired from
the Escrow Account to the Certificate Account or Collection Account for each applicable
Covered Trust. The Parties undertake to use reasonable best efforts to enter into a reasonably
satisfactory escrow agreement in the event that an Escrow Account is required, which shall
include instructions regarding the payment of the Allocable Shares from the Escrow Account to
the Covered Trusts by the Trustee. All of the Trustee’s reasonable costs and expenses associated

with performing its obligations under this Subparagraph 3(b) that exceed its ordinary costs and
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expenses as Trustee shall be borne by Bank of America and/or Countrywide. If, after the
Approval Date, all or any portion of the Settlement Payment is voided or rescinded for any
reason, including as a preferential or fraudulent transfer (an “Avoided Payment”), that Avoided
Payment shall be treated for purposes of this Paragraph 3 as though it were not made at all
(provided that written notice has been given by the Trustee to Bank of America and Countrywide
and Bank of America or Countrywide has not cured, made, or restored such payment within sixty
(60) days). In the event of an Avoided Payment, the BNY Mellon Parties shall have no liability

to any Person whatsoever for any Avoided Payment or any liability or losses relating thereto.

(©) Allocation Formula. The Settlement Payment shall be allocated by the Trustee

amongst the Covered Trusts. The Trustee shall retain a qualified financial advisor (the “Expert”)
to make any determinations and perform any calculations that are required in connection with the
allocation of the Settlement Payment among the Covered Trusts. For avoidance of doubt, for
purposes of this Subparagraph 3(c), the term “Covered Trust” shall include any Excluded
Covered Trusts. To the extent that the collateral in any Covered Trust is divided by the
Governing Agreements into groups of loans (“Loan Groups”) so that ordinarily only certain
classes of Investors benefit from the proceeds of particular Loan Groups, those Loan Groups
shall be deemed to be separate Covered Trusts for purposes of the allocation and distribution
methodologies set forth below. The Trustee shall instruct the Expert to apply the following

allocation formula:

(1) First, the Expert shall calculate the amount of net losses for each Covered Trust
that have been or are estimated to be borne by that trust from its inception date to its expected
date of termination as a percentage of the sum of the net losses that are estimated to be borne by
all Covered Trusts from their inception dates to their expected dates of termination (such

amount, the “Net Loss Percentage”);

(>i1) Second, the Expert shall calculate the ‘“Allocable Share” of the Settlement
Payment for each Covered Trust by multiplying (A) the amount of the Settlement Payment by
(B) the Net Loss Percentage for such Covered Trust, expressed as a decimal; provided that the

Expert shall be entitled to make adjustments to the Allocable Share of each Covered Trust to
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ensure that the effects of rounding do not cause the sum of the Allocable Shares for all Covered

Trusts to exceed the applicable Settlement Payment;

(1)  Third, if applicable, the Expert shall calculate the portion of the Allocable Share
that relates to principal-only certificates or notes and the portion of the Allocable Share that

relates to all other certificates or notes; and

(iv)  The Expert shall calculate the Allocable Share within ninety (90) days of the
Approval Date.

(d) Distribution of the Allocable Shares; Increase of Balances.

@) After the Allocable Share for each Covered Trust has been deposited into the
Certificate Account or Collection Account for each Covered Trust, the Trustee shall distribute it
to Investors in accordance with the distribution provisions of the Governing Agreements (taking
into account the Expert’s determination under Subparagraph 3(c)(iii)) as though it was a
Subsequent Recovery available for distribution on that distribution date (provided that if the
Governing Agreement for a particular Covered Trust does not include the term ‘“Subsequent
Recovery,” the Allocable Share of such Covered Trust shall be distributed as though it was
unscheduled principal available for distribution on that distribution date); provided, however,
that the Master Servicer shall not be entitled to receive any portion of the Allocable Share
distributed to any Covered Trust, it being understood that the Master Servicer’s other
entitlements to payments, and to reimbursement or recovery, including of Advances and
Servicing Advances, under the terms of the Governing Agreements shall not be affected by this
Settlement Agreement except as expressly provided in this Subparagraph 3(d)(i) and in
Subparagraph 5(c)(iv). To the extent that as a result of the distribution of the Allocable Share in
a particular Covered Trust a principal payment would become payable to a class of REMIC
residual interests, whether on the distribution of the Allocable Share or on any subsequent
distribution date that is not the final distribution date under the Governing Agreement for such
Covered Trust, such payment shall be maintained in the distribution account and the Trustee

shall distribute it on the next distribution date according to the provisions of this Subparagraph

(D).
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(i1) In addition, after the distribution of the Allocable Share to Investors pursuant to
Subparagraph 3(d)(i), the Trustee will allocate the amount of the Allocable Share for that
Covered Trust in the reverse order of previously allocated Realized Losses, to increase the Class
Certificate Balance, Component Balance, Component Principal Balance, or Note Principal
Balance, as applicable, of each class of Certificates or Notes (or Components thereof) (other than
any class of REMIC residual interests) to which Realized Losses have been previously allocated,
but in each case by not more than the amount of Realized Losses previously allocated to that
class of Certificates or Notes (or Components thereof) pursuant to the Governing Agreements.
For the avoidance of doubt, for Covered Trusts for which the Senior Credit Support Depletion
Date shall have occurred prior to the allocation of the amount of the Allocable Share in
accordance with the immediately preceding sentence, in no event shall the foregoing allocation
be deemed to reverse the occurrence of the Senior Credit Support Depletion Date in such
Covered Trusts. Holders of such Certificates or Notes (or Components thereof) will not be
entitled to any payment in respect of interest on the amount of such increases for any interest
accrual period relating to the distribution date on which such increase occurs or any prior
distribution date. Any such increase shall be applied pro rata to the Certificate Balance,
Component Balance, Component Principal Balance, or Note Principal Balance of each
Certificate or Note of each class. For the avoidance of doubt, this Subparagraph 3(d)(ii) is
intended only to increase Class Certificate Balances, Component Balances, Component Principal
Balances, and Note Principal Balances, as provided for herein, and shall not affect the

distribution of the Settlement Payment provided for in Subparagraph 3(d)(i).

(iii)) In no event shall the deposit or distribution of any amount hereunder into any

Covered Trust be deemed to reduce the collateral losses experienced by such Covered Trust.

(iv)  For any of the Covered Trusts in which there is a third-party guaranty or other
financial guaranty provided for one or more tranches by an entity that has not previously released
the right to seek repurchase of Mortgage Loans, notwithstanding anything else in this Settlement
Agreement, Bank of America and Countrywide shall, up to the Approval Date, have the option to
exclude such Covered Trust from the Settlement, unless and until an agreement is reached by
Bank of America, Countrywide, and the third-party guarantor or financial-guaranty provider,

pursuant to which the third-party guarantor or financial guaranty provider agrees not to make any
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repurchase demands with relation to that Covered Trust. In the event that a Covered Trust is
excluded under this Subparagraph 3(d)(iv), it shall be treated in accordance with Subparagraph
4(a).

(V) Nothing in Subparagraphs 3(d)(i), (i1), or (ii1) is intended to or shall be construed
to amend any Governing Agreements; a modification of Subparagraphs 3(d)(i), (ii), or (iii) (in
each case in a manner consistent with the Governing Agreements) by the Settlement Court shall

not constitute a material change to the terms of this Settlement Agreement.

(vi)  The Trustee shall administer the distribution of the Allocable Shares pursuant to
this Settlement Agreement and the Governing Agreements. Under no circumstances shall Bank
of America or Countrywide have any liability to the Trustee, the Investors, the Covered Trusts,
or any other Person in connection with such determination, administration, or distribution
(including distribution within each Covered Trust) of the Allocable Shares, including under any
indemnification obligation provided for in any Governing Agreement (including as clarified by

the side-letter attached as Exhibit C to this Settlement Agreement).

(e) Determinations by the Expert. In the absence of bad faith or manifest error, the

Expert’s determinations and calculations in connection with the Allocable Share of each Covered

Trust shall be treated as final and accepted by all Parties for purposes of Paragraph 3.

4. Effect of Exclusion of Trusts.

(a) Excluded Covered Trusts. In the event that any Covered Trust is excluded from

the Settlement (an “Excluded Covered Trust”), the Allocable Share that would otherwise become
payable to that Excluded Covered Trust shall be paid to Bank of America (as a matter of
convenience for allocation as between Bank of America and Countrywide as appropriate), and
there shall be no obligation by any of the Bank of America Parties or the Countrywide Parties to
make any payments or provide any of the benefits of the Settlement to such Excluded Covered
Trust or to Investors therein, or to comply with any of the provisions of Paragraphs 5 or 6
(except as specifically provided therein) with respect to such Excluded Covered Trust. The
Trustee shall not be limited in the actions that it may take with respect to any Excluded Covered

Trust (subject to the provisions of Paragraphs 17 and 20).

-13 -



Case 1:11-cv-05988-UA Document 22-2  Filed 08/30/11 PISeRAPTKIR COPY

(b) Withdrawal From Settlement. In the event that one or more Covered Trusts,

holding, in the aggregate, Mortgage Loans with unpaid principal balances as of the first Trustee
report after the Signing Date aggregating in excess of a confidential percentage of the total
unpaid principal balance of the Covered Trusts as of that date, such percentage having been
provided to the Trustee by Bank of America and Countrywide prior to the execution of this
Settlement Agreement, shall become Excluded Covered Trusts, Bank of America and
Countrywide shall have the option, in their sole discretion, to withdraw from the Settlement with
like effect as if Final Court Approval had become legally impossible. For purposes of
calculating the unpaid principal balance of Excluded Covered Trusts in connection with this
Subparagraph 4(b), the unpaid principal balance of Covered Trusts that become Excluded
Covered Trusts at the election of Bank of America or Countrywide pursuant to Subparagraph

3(d)(iv) shall not be included.

5. Servicing. The Master Servicer shall implement the following servicing
improvements (the “Servicing Improvements”). Material compliance with the provisions of this
Paragraph 5 shall satisfy the Master Servicer’s obligation to service the Mortgage Loans

prudently in accordance with the relevant provisions of the Governing Agreements:

(a) Subservicer Selection and Assignment. In conformity with the subservicing

provisions of the Governing Agreements:

(1) Within thirty (30) days of the Signing Date, the Institutional Investors and the
Master Servicer shall agree on a list (the “Agreed List”) of no fewer than eight and no more than
ten subservicers (each a “Subservicer” and together the “Subservicers”) to service High Risk
Loans (as defined in Subparagraph 5(b)) and submit the Agreed List to the Trustee for review. If
agreed by the Institutional Investors and the Master Servicer, the Master Servicer or an affiliate
of the Master Servicer may serve as a Subservicer (in addition to the eight to ten to be otherwise
agreed) and be included on the Agreed List. Within forty-five (45) days of receipt of the Agreed
List, the Trustee, after consulting with an expert of its choice (whose advice shall be deemed full
and complete authorization and protection in respect of the Trustee’s decision), may object to
any of the Subservicers on the Agreed List or reduce the maximum number of Mortgage Loans

from the Covered Trusts that any such Subservicer may service at any one time to less than
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30,000; provided that the Trustee may object to a Subservicer, or reduce the maximum number
of Mortgage Loans from the Covered Trusts that any such Subservicer may service at any one
time, only on the grounds listed in Exhibit D hereto and none other. The Trustee shall act in
good faith in its approval decisions and shall include in any decision to object to a particular
Subservicer the grounds for such objection. In the absence of an objection by the Trustee, all of
the Subservicers on the Agreed List shall be deemed to be approved. If the Trustee objects to
one or more Subservicers, all of the Subservicers on the Agreed List as to which there has been
no objection shall be deemed approved. The Subservicers approved, or deemed approved, by the

Trustee shall make up the “Approved List.”

(i1) If the Trustee objects to a Subservicer on the Agreed List, or if a Subservicer on
the Approved List at any time fails to meet, or ceases to meet, any of the qualifications described
in Subparagraph 5(a)(iii), the Master Servicer shall remove such Subservicer from the Agreed
List and/or the Approved List, as applicable, and may: (A) propose to replace any such
Subservicer with a new subservicer by written notice to the Trustee, subject to such new
subservicer meeting the qualifications described in Subparagraph 5(a)(iii) or (B) if applicable, re-
submit such Subservicer to the Trustee for approval, provided that the Master Servicer has a
commercially reasonable basis for believing that the grounds for the Trustee’s objection to the
subservicer are no longer applicable. Within fourteen (14) days of receipt of such notice or re-
submission, the Trustee, after consulting with an expert of its choice (whose advice shall be
deemed full and complete authorization and protection in respect of the Trustee’s decision), may
object to the proposed subservicer or reduce the maximum number of Mortgage Loans from the
Covered Trusts that such proposed subservicer may service at any one time to less than 30,000;
provided that the Trustee may object to a proposed subservicer or reduce the maximum number
of Mortgage Loans from the Covered Trusts only on the grounds listed in Exhibit D hereto and
none other. In the absence of an objection, the proposed subservicer shall be deemed approved
and included on the Approved List. If the Trustee objects to a proposed subservicer, the Master
Servicer may propose another subservicer pursuant to the process set out above, which process
may be repeated multiple times. If the Trustee, pursuant to this Subparagraph 5(a)(ii), reduces
the maximum number of Mortgage Loans that a Subservicer may service at any one time to less
than 30,000, the Master Servicer may request from time to time that the Trustee lift or revise any

such reduction of the maximum number of Mortgage Loans that that Subservicer may service
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(subject to the maximum of 30,000 outstanding Mortgage Loans at any one time established by
this Paragraph 5), and the Trustee, after consulting with an expert of its choice (whose advice
shall be deemed full and complete authorization and protection in respect of the Trustee’s
decision), may agree or disagree, provided that the Trustee shall make such decision only on the
grounds listed in Exhibit D hereto and none other. Nothing herein shall be construed as
requiring the Master Servicer to obtain the Trustee’s approval prior to terminating a Subservicer

for cause.

(1) To qualify for the transfer of loans for subservicing, a Subservicer must:
(1) possess and maintain all material state and local licenses and registrations and be qualified to
do business in the relevant jurisdictions, (2) agree to comply, and comply, with any laws,
regulations, orders, mandates, or rulings of any Governmental Authority and/or any agreement or
settlement between the Master Servicer or any of the other Bank of America Parties with any
Governmental Authority applicable to subservicing, (3) maintain sufficient capable staff and
facilities located in the United States, agree to meet, and meet, specified service level and
performance requirements, and meet reasonable financial criteria, (4) agree to indemnify and
hold harmless the Master Servicer for any servicing failures or breaches committed by it, (5) be
eligible to service in accordance with the Home Affordable Modification Program (“HAMP”)
either pursuant to a Servicer Participation Agreement or an Assignment and Assumption
Agreement with the U.S. Department of Treasury, (6) meet, and otherwise be subject to, all
relevant third-party provider requirements of the Office of the Comptroller of the Currency, (7)
meet, and otherwise be subject to, the Master Servicer’s vendor management policies, provided
that such policies are of general application and do not address the specific requirements for
performance under this Settlement Agreement, any agreement for the transfer of loans to
subservicing, or any agreement for the sale of servicing rights, and (8) otherwise meet the
requirements of the subservicing provisions of the Governing Agreements. In determining
whether a Subservicer meets the qualifications described in this Subparagraph 5(a)(iii), the
Master Servicer shall act in good faith and shall use commercially reasonable standards.
Notwithstanding any other provision of this Settlement Agreement, the Master Servicer shall
have no obligation to, and shall not, enter into a subservicing contract with, or transfer any
Mortgage Loan for subservicing to, any Subservicer that does not meet the qualifications

described in this Subparagraph 5(a)(iii) at the relevant time. Any Subservicer on the Approved
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List that, at any time, does not meet the qualifications described in this Subparagraph 5(a)(iii)
and that subsequently has a commercially reasonable basis for believing that it can meet the
qualifications described in this Subparagraph 5(a)(iii), can request that the Master Servicer re-
evaluate whether it meets the qualifications described in this Subparagraph 5(a)(iii), and if the
Master Servicer determines that the Subservicer meets the qualifications described in this
Subparagraph 5(a)(iii), such Subservicer shall be considered eligible for the transfer of High Risk

Loans (subject to, if applicable, negotiation of a subservicing contract pursuant to Subparagraph

5(a)@iv)).

(iv)  Beginning on the date of the Trustee’s approval (or deemed approval, as
applicable) of at least four Subservicers, the Master Servicer shall negotiate a servicing contract
that includes commercially reasonable terms (including without limitation the right to terminate
the Subservicer for cause) and map the computer-transfer of Mortgage Loans with not less than
one Subservicer per quarter until all of the Subservicers on the Approved List are operational.
The terms on which the Subservicers are compensated shall be commercially reasonable pool-
performance incentives and/or activity-based incentives substantially similar to, and not
materially less favorable than, those set forth on Exhibit E hereto. The servicing contract with
each Subservicer shall prohibit the Subservicer from subcontracting the servicing, subservicing,
selling the servicing rights, or otherwise transferring the servicing rights of any of the High Risk
Loans to another party, provided that nothing herein shall be construed to limit the right of the
Subservicers to engage third-party vendors or subcontractors to perform tasks that prudent
mortgage banking institutions commonly engage third party vendors or subcontractors to
perform with respect to mortgage loans and related property, including, but not limited to, tax
monitoring, insurance monitoring, property inspection, reconveyance, services provided by

licensed field agents, and brokering REO property (“Routinely Outsourced Tasks”).

(v) The Master Servicer will complete the contract negotiation and computer-transfer
mapping for each Subservicer in a three-month time period running from the commencement of
computer-transfer mapping with that Subservicer, provided, however, that the Master Servicer
shall have no obligation to contract with any Subservicer that does not meet the qualifications
described in Subparagraph 5(a)(iii) or on terms that are not commercially reasonable, and shall

incur no liability whatsoever nor be subject to any other form of remedy if it cannot comply with
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any provision of this Paragraph 5 because it is unable to contract with such a Subservicer on
commercially reasonable terms (provided, however, that the other provisions of this Paragraph 5

shall remain in force).

(vi)  If the Master Servicer exceeds the three month time frame to complete the
required computer mapping specified in Subparagraph 5(a)(v), the Master Servicer shall retain a
competent third party, at its own expense, to complete the computer mapping as soon as
reasonably practical (and shall have no other liability for exceeding the time frame provided that

it retains such third party and proceeds diligently to complete the computer mapping).

(vii)  After at least one Subservicer is operational, the Master Servicer shall initiate the
transfer of Mortgage Loans to at least one Subservicer per quarter; provided, however, that each
Subservicer shall have no more than 30,000 outstanding Mortgage Loans from the Covered
Trusts at any one time. If each operational Subservicer has 30,000 outstanding Mortgage Loans
from the Covered Trusts (or such lesser maximum number as the Trustee directs pursuant to
Subparagraphs 5(a)(i) and (ii), as applicable), the Master Servicer shall have no obligation to
transfer any Mortgage Loans until such time as an operational Subservicer has enough less than
30,000 outstanding Mortgage Loans from the Covered Trusts (or such lesser maximum number
as the Trustee directs pursuant to Subparagraphs 5(a)(i) and (ii), as applicable) so as to make a

transfer of Mortgage Loans commercially reasonable.
(viii) Only one Subservicer shall be assigned to each Covered Trust.

(ix)  Any Mortgage Loan in subservicing for which twelve (12) consecutive timely
payments have been made by or on behalf of the borrower shall be transferred back to the Master
Servicer. The Master Servicer shall include a provision to this effect in the subservicing contract
with each Subservicer. This provision shall not apply to any Mortgage Loan for which the

Master Servicer has sold the servicing rights.

(x) All costs associated with implementation of these subservicing provisions shall be
borne by the Master Servicer and/or the Subservicers, as applicable; provided, however, that the
costs of the Subservicer compensation described in Subparagraph 5(a)(iv) and on Exhibit E

hereto shall be borne by the Master Servicer. For the avoidance of doubt, if a Mortgage Loan is
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transferred to subservicing, the Master Servicer shall retain all rights to receive payment for
accrued but unpaid Master Servicing Fees and to be reimbursed for outstanding Advances at the

same time and in the same manner as if the Master Servicer had retained the servicing function.

(xi)  Beginning on the date of the Trustee’s approval or deemed approval of at least
four Subservicers, the Master Servicer may, at its option, sell the servicing rights on High Risk
Loans to any Subservicer on the Approved List, provided that: (1) such sale complies with the
applicable provisions of the applicable Governing Agreements; (2) the Subservicer possesses all
material state and local licenses and registrations and is qualified to do business in the relevant
jurisdictions; (3) the Subservicer maintains sufficient capable staff and facilities located in the
United States, meets specified service level and performance requirements, and meets reasonable
financial criteria; (4) the Subservicer complies with applicable laws, regulations, orders,
mandates, or rulings of any Governmental Authority; (5) the Master Servicer ensures that the
terms of the contract of sale include terms not materially less favorable than, similar to, and
designed to substantially maintain the effect of, the commercially reasonable pool performance
incentives and/or activity-based incentives set forth on Exhibit E hereto; (6) the total number of
outstanding Mortgage Loans from the Covered Trusts serviced by any Subservicer, whether as a
result of a sale of servicing rights or of a transfer to subservicing, shall not exceed 30,000 at any
one time; (7) the Master Servicer covenants to provide Advance financing on commercially
reasonable terms or otherwise guarantee such payment, if necessary to ensure the
creditworthiness of the Subservicer in connection with Advances; (8) the Master Servicer
ensures that the terms of the contract of sale prohibit the Subservicer from subcontracting the
servicing, subservicing, selling the servicing rights, or otherwise transferring the servicing rights
of any of the High Risk Loans to another party, provided that the Master Servicer is not required
to restrict the Subservicer’s ability to engage third-party vendors or subcontractors to perform
Routinely Outsourced Tasks; (9) the Master Servicer shall enforce its rights under any contract
of sale in good faith; (10) the Master Servicer ensures that the terms of the contract of sale
include provisions similar to, and that are designed to substantially maintain the effect of,
Subparagraphs 5(d) and 5(e); and (11) the Master Servicer obtains whatever powers of attorney
may be necessary from the Trustee (which power of attorney shall not be unreasonably withheld)
and the Subservicer so that the Master Servicer may cure document exceptions and comply with

its obligations pursuant to Paragraph 6. For the avoidance of doubt, (1) nothing in this
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Settlement Agreement shall limit in any way the Master Servicer’s rights, if any, under the
Governing Agreements, to sell servicing rights on current Mortgage Loans; (2) the Master
Servicer’s sale of servicing rights in conformity with this Subparagraph 5(a)(xi) shall be the
equivalent of transferring High Risk Loans to subservicing for the purposes of satisfying the
obligation of the Master Servicer under this Paragraph 5 to transfer High Risk Loans; and (3) in
any quarter in which the Master Servicer is obligated to transfer High Risk Loans to
subservicing, the Master Servicer shall remain obligated to do so unless it sells servicing rights

on High Risk Loans pursuant to this Subparagraph 5(a)(xi).

(xii)  Nothing in this Settlement Agreement shall limit in any way the Master Servicer’s
right to sell, transfer, or assign the servicing rights for the loans in the Covered Trusts, including
High Risk Loans, to a bank affiliate of the Master Servicer reasonably expected to be capable of
performing the obligations of the Master Servicer under this Settlement Agreement and the
Governing Agreements, and the provisions of Subparagraph 5(a)(xi) shall not apply to such a
sale, transfer, or assignment. Upon the sale, transfer, or assignment of servicing rights for any
loans in the Covered Trusts to such a bank affiliate of the Master Servicer, it shall be deemed to
be a Master Servicer for purposes of this Settlement Agreement and all provisions of this

Settlement Agreement applicable to the Master Servicer shall be fully applicable to it.

(b) Subservicing Implementation for High Risk [.oans. Mortgage Loans in groups (i)

through (v) below shall be termed “High Risk Loans” for the purposes of this Settlement
Agreement. High Risk Loans shall be transferred to subservicing in the following priority,
provided that Mortgage Loans from groups (i), (ii), and (iii) below may be grouped together for

transfer and treated as a single group for priority purposes:

(1) Mortgage Loans that are 45+ days past due without right party contact (i.e., the
Master Servicer has not succeeded in speaking with the borrower about resolution of a

delinquency);

(i1) Mortgage Loans that are 60+ days past due and that have been delinquent more

than once in any rolling twelve (12) month period;
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(iii))  Mortgage Loans that are 90+ days past due and have not been in the foreclosure
process for more than 90 days and that are not actively performing on trial modification or in the

underwriting process of modification;

(iv)  Mortgage Loans in the foreclosure process that do not yet have a scheduled sale

date; and

(v) Mortgage Loans where the borrower has declared bankruptcy regardless of days

past due.

(c) Servicing Improvements for Mortgage Loans Not in Subservicing. Beginning

five (5) months after the Signing Date or on the Approval Date, whichever is later, the servicing
improvements set forth below shall apply to all Mortgage Loans that are (i) rot in subservicing
pursuant to Subparagraphs 5(a) and 5(b) or (ii) for which the servicing rights have not been sold
to a Subservicer; except that for Mortgage Loans secured by collateral in the state of Florida, the
Industry Standard benchmark set forth in Subparagraph 5(c)(i)(B) and any associated Master
Servicing Fee Adjustment shall not apply until the Approval Date or until twenty-four (24)
months after the Signing Date, whichever is later; provided, however, that the Master Servicer
shall have no liability under this Subparagraph 5(c) until such time as eight Subservicers have

been approved or been deemed approved by the Trustee.

(1) The Master Servicer shall, on a monthly basis, benchmark its performance against
the following industry standards (the “Industry Standards”). For the avoidance of doubt, only
one Industry Standard shall apply to each Mortgage Loan:

(A)  First-lien Mortgage Loans Only: Delinquency status of borrower at time of

referral to the Master Servicer’s foreclosure process: 150 days. This benchmark will exclude for

each Mortgage Loan all time periods during which the borrower is in bankruptcy.

(B)  First-lien Mortgage L.oans Only: Time period between referral to the Master

Servicer’s foreclosure process and foreclosure sale or other liquidation event: The relevant state
timeline in the most current (as of the time of each calculation) FHFA referral to foreclosure

timelines. This benchmark will exclude for each Mortgage Loan all time periods during which
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(a) the borrower is in bankruptcy or (b) the borrower is performing pursuant to HAMP or other

loss mitigation efforts mandated by Law.

(C)  Second-lien Mortgage Loans Only: Delinquency status of borrower at the time of

reporting of charge-off to Trustee: Standards in relevant Governing Agreement.

(i1) The Master Servicer shall, once a month on the last business day of the month,
send to the Trustee statistics for each Covered Trust comparing its performance for the prior
month with respect to the Mortgage Loans in each Covered Trust to the Industry Standards (the
“Monthly Statement”). The Trustee shall use reasonable commercial efforts to make such
statement available on its Global Corporate Trust Investor Reporting website
(https://www.gctinvestorreporting.bnymellon.com or any successor thereto) within five (5)

business days of its receipt of such Monthly Statement.

(i11))  Once a month, in connection with the preparation of the Monthly Statement, the
Master Servicer shall calculate for the prior month: (a) a Compensatory Fee (as defined below)
for each Mortgage Loan in each Covered Trust; (b) a Loan Level Amount (as defined below) for
each Mortgage Loan in each Covered Trust; (c) whether there is a Master Servicing Fee
Adjustment (as defined below) owed for each Covered Trust; and shall report to the Trustee as a
line item on the Monthly Statement the Master Servicing Fee Adjustment, if any, for the relevant
Covered Trust. The “Compensatory Fee” for a Mortgage Loan shall be calculated by
multiplying the coupon applicable to that Mortgage Loan times the unpaid principal balance for
that Mortgage Loan, and dividing the product of those two numbers by twelve (12). The “Loan
Level Amount” for each Mortgage Loan shall be the amount equal to the applicable percentage
in the applicable table below of the Compensatory Fee for such Mortgage Loan. The “Master
Servicing Fee Adjustment” for each Covered Trust shall be the greater of zero and the sum of all

the Loan Level Amounts for all the Mortgage Loans in such Covered Trust for that month.
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Days Delinquent at Time of Referral to the Master
Servicer’s Foreclosure Process (First-lien Mortgage
Loans only)

Day Variance to Industry

Standard (150 days) %
Earlier than -60 -50%
-60 to -30 -20%
-30to 0 0%
Oto 15 0%
15 to 30 0%
30 to 60 40%
60 to 90 60%
90 to 120 80%
Over 120 100%

Days Between Referral to Foreclosure Process and
Foreclosure Sale or Other Liquidation Event (First-lien

Mortgage Loans only)
Day Variance to Relevant State’s
Timeline as set Forth in the
FHFA Referral to Foreclosure

Timelines 9%
Earlier than -120 -50%
-120 to -90 -40%
-90 to -60 -30%
-60 to -30 -20%
-30t0 0 0%
Oto 15 0%
15 to 30 0%
30 to 60 20%
60 to 90 30%
90 to 120 40%
120 to 150 50%
150 to 180 60%
180 to 210 80%
Over 210 100%

-23-



Case 1:11-cv-05988-UA Document 22-2  Filed 08/30/11 PISERAPKIR COPY

Days Delinquent at Time of Reporting of Charge Off
(Second-lien Mortgage Loans only)

Day Variance to Standard in the

Governing Agreement %
0 to 30 0%
30 to 60 40%
60 to 90 60%
90 to 120 80%
Over 120 100%

(iv)  For each Covered Trust other than CWHEQ 2006-A and CWHEQ 2007-G, the
Master Servicer shall, on a monthly basis, deduct the Master Servicing Fee Adjustment from
unreimbursed Advances due to it. For each of CWHEQ 2006-A and CWHEQ 2007-G, the
Master Servicer shall, on a monthly basis, wire the Master Servicing Fee Adjustment to the
Collection Account for the applicable Covered Trust and the Trustee shall distribute the Master
Servicing Fee Adjustment in the same manner as is specified for an Allocable Share pursuant to
Subparagraph 3(d)(i), provided, however, that the provisions of Subparagraph 3(d)(ii) shall not
apply to Master Servicing Fee Adjustments.

(d) Loss Mitigation Requirements Applicable to All Loans. Beginning on the

Signing Date, for each borrower with a Mortgage Loan in the Covered Trusts that is considered
for modification programs, the Master Servicer and/or each of the Subservicers, as applicable,
shall simultaneously evaluate the borrower’s eligibility for all applicable modification programs
in accordance with the factors set forth in Subparagraph 5(e) (including, as applicable, HAMP
and proprietary modification programs, which programs may, pursuant to the Governing
Agreements, include principal reductions), and shall render a decision within sixty (60) days of
receiving all requested documents from the borrower; provided that nothing herein shall be
deemed to create an obligation on the part of Master Servicer to offer any modification or loss

mitigation strategy to any borrower.

(e) Loss Mitigation Considerations. In considering modifications and/or other loss

mitigation strategies, including, without limitation, short sales and deeds in lieu of foreclosure,
the Master Servicer and all Subservicers shall consider the following factors: (a) the net present

value of the Mortgage Loan at the time the modification and/or other loss mitigation strategy is
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considered and whether the contemplated modification and/or other loss mitigation strategy
would have a positive effect on the net present value of the Mortgage Loan as compared to
foreclosure; (b) where loan performance is the goal, whether the modification and/or other loss
mitigation strategy is reasonably likely to return the Mortgage Loan to permanently performing
status; (c) whether the borrower has the ability to pay, but has defaulted strategically or is
otherwise acting strategically; (d) reasonably available avenues of recovery of the full principal
balance of the Mortgage Loan other than foreclosure or liquidation of the loan; (e) the
requirements of the applicable Governing Agreement; (f) such other factors as would be deemed
prudent in its judgment; and (g) all requirements imposed by applicable Law. When the Master
Servicer and/or Subservicer, in implementing a modification and/or other loss mitigation strategy
(which may, pursuant to the Governing Agreements, include principal reductions), considers the
factors set forth above, and/or acts in accordance with the policies or practices that the Master
Servicer is then applying to its or any of its affiliates’ “held for investment” portfolios, the
Master Servicer shall be deemed to be in compliance with its obligation to service the Mortgage
Loans prudently in keeping with the relevant servicing provisions of the relevant Governing
Agreement and the requirements of this Subparagraph 5(e), the modification and/or other loss
mitigation strategy so implemented shall be deemed to be permissible under the terms of the
applicable Governing Agreement, and the judgments in applying such factors to a particular loan
shall not be subject to challenge under the applicable Governing Agreement, this Settlement
Agreement, or otherwise. Notwithstanding anything else in this Subparagraph 5(e), no principal
modification by the Master Servicer or any Subservicer shall reduce the principal amount due on
any Mortgage Loan below the current market value of the property, as determined by a third-
party broker price opinion, using a fair market value method, applying normal marketing time

criteria and excluding REO or short sale comparative sales in the valuation calculation.

) Reporting and Attestation of Compliance with Servicing Improvements.

Beginning on the Approval Date, the Master Servicer shall: (i) report monthly to the Trustee, for
each Covered Trust, concerning its compliance with the Servicing Improvements required by this
Settlement Agreement (the “Monthly Report”); and (i1) pay for an annual attestation report for
the Covered Trusts as a group (the “Attestation Report”) to be completed no later than February
15 of each year that any Covered Trust holds Mortgage Loans (or owns real estate related to

liquidated Mortgage Loans). The Trustee shall use reasonable commercial efforts to make such
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report available on its Global Corporate Trust Investor Reporting website
(https://www.gctinvestorreporting.bnymellon.com or any successor thereto) within five (5)

business days of its receipt of such report.

(1) The Attestation Report shall be prepared by an audit firm selected in accordance
with the following selection process: (A) the Master Servicer shall propose in writing to the
Trustee an audit firm meeting the qualifications described in Subparagraph 5(f)(ii); (B) within
seven (7) business days of receipt of such written notice, the Trustee may object to the Master
Servicer’s selection if it reasonably determines that the proposed audit firm does not meet the
qualifications described in Subparagraph 5(f)(ii); (C) if the Trustee objects to a proposed audit
firm in accordance with Subparagraph 5(f)(i)(B) above, a different audit firm shall be selected by
repeating the process set out in Subparagraphs 5(f)(1)(A) and 5(f)(1)(B) above; and (D) in the
absence of an objection by the Trustee within the time frame set out in Subparagraph 5(f)(1)(B)

above, the proposed audit firm shall be deemed approved.

(i1) To qualify to prepare the Attestation Report, a firm must (A) possess sufficient
relevant expertise in the mortgage loan servicing industry; (B) be duly licensed to conduct its
business in all relevant jurisdictions; (C) not be indicted in any state; and (D) not be engaged by
Bank of America, Countrywide, or any of their respective subsidiaries and affiliates for any

major engagement.

(ii1))  The Attestation Report shall be distributed to all Investors as part of the Trustee’s
Monthly Statement for April of each year, provided that the Trustee shall not be required to
execute, sign, or deliver to the audit firm any consent, acknowledgement, or other documentation
whatsoever in connection with its receipt of the Attestation Report or the making of the

Attestation Report available to the Investors.

(2) No Amendment. Nothing in this Paragraph 5 is, or shall be construed to be, an

amendment of any Governing Agreement.

(h) Governmental Authority. The Master Servicer shall: (i) have no liability (and

shall be subject to no other remedy) to the Covered Trusts, the Trustee, or the Investors under

any part of this Settlement Agreement or under the provisions of the Governing Agreements that
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relate to the matters and aspects of servicing addressed in whole or in part by the provisions of
this Paragraph 5, including no liability for any Master Servicing Fee Adjustment, if it becomes
commercially impracticable for the Master Servicer to perform its obligations under this
Paragraph 5 in a manner reasonably similar to the intent thereof because any provision of this
Paragraph 5 is rendered inoperative or invalid by Law and (ii) not be liable for any portion of a

Master Servicing Fee Adjustment that is the result of actions mandated or required by Law.

(1) Cost of Compliance with Law. All expenses associated with compliance with

Law related to the servicing of the Mortgage Loans in the Covered Trusts shall be borne by the
Master Servicer and/or the Subservicers, as applicable, provided that (i) any modification or
other loss mitigation strategy that may be required or permitted by Law, and/or (ii) any Advance
that is required or permitted by Law, that is permissible under the terms of this Settlement
Agreement and/or the Governing Agreements shall not be deemed to be an expense associated
with compliance with Law related to the servicing of the Mortgage Loans in the Covered Trusts,
and any Realized Loss associated with the implementation of such modification or loss

mitigation strategy shall be borne by the relevant Covered Trust.

) Effect of Failure to Meet Timelines. The Master Servicer’s failure to complete

any task or obligation set forth in this Paragraph 5 in the time period required by this Paragraph 5
shall not be deemed a material breach of this Settlement Agreement, provided that the Master
Servicer has used and is using reasonable best efforts to comply with the time periods set forth in
this Paragraph 5 and that the Master Servicer completes the task or obligation in no more than
133% of the time period required by this Paragraph 5. For the avoidance of doubt, nothing in
this Subparagraph 5(j) shall affect the amount of any Master Servicing Fee Adjustment otherwise

due under Subparagraph 5(c).

k) Effect of Legal Impossibility of Final Court Approval; Excluded Covered Trusts.

If Final Court Approval becomes legally impossible, then at such time, neither the Master
Servicer nor the Trustee shall have any further obligations under Subparagraph 5(a) or under
Subparagraph 5(b) and Subparagraphs 5(c) and 5(f) shall be null and void. Subparagraphs 5(d)
and 5(e) shall remain binding upon the Master Servicer and the Trustee. As to any trust that

shall become an Excluded Covered Trust, neither the Master Servicer nor the Trustee shall have
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any further obligations with respect to such Excluded Covered Trust under Subparagraph 5(a) or
under Subparagraph 5(b) and Subparagraphs 5(c) and 5(f) shall be null and void with respect to
such Excluded Covered Trust; Subparagraphs 5(d) and 5(e) shall remain binding upon the

Master Servicer and the Trustee as to such Excluded Covered Trust.

6. Cure of Certain Document Exceptions.

(a) Initial Exceptions Report Schedule. Not later than six (6) weeks after the Signing

Date, the Master Servicer shall submit to the Trustee an “Initial Exceptions Report Schedule” as
provided for below. Subject to Paragraph 12, the Trustee shall use reasonable best efforts to
make the Initial Exceptions Report Schedule available on the Trustee’s Global Corporate Trust
Investor Reporting website (https://www.gctinvestorreporting.bnymellon.com, or any successor

thereto) within five (5) business days of its receipt of such report.

1) The Initial Exceptions Report Schedule shall be prepared in good faith, after
reasonable diligence, and shall include each Mortgage Loan in the Covered Trusts (including, for
the avoidance of doubt, Mortgage Loans for which the servicing rights are sold following the
Signing Date) that, on the Trustee’s Loan-Level Exception Reports (as defined below), is subject
to both (A) a document exception relating to mortgages coded “photocopy” (CO), “copy with
recording information” (CR), “document missing” (DM), “county recorded copy with
comments” (IN), “certified copy not recorded” (NR), “original with comments” (OO),
“unrecorded original” (OX), “pool review pending” (PR), “contract” (CONT), and “certified
copy-issuer” (CI) on the Trustee’s Loan-Level Exception Reports, (“Mortgage Exceptions™) and
(B) a document exception relating to title policies or their legal equivalent coded “document
missing” (DM), “title commitment” (CM), or “preliminary title report” (PL) on the Trustee’s
Loan-Level Exception Reports, (“Title Policy Exceptions”), provided that it shall exclude any
such Mortgage Loan registered on the Mortgage Electronic Registration Systems (“MERS”).
Mortgage Loans paid in full or liquidated as of the Signing Date shall not be included in the

Initial Exceptions Report Schedule.

(i1) The Master Servicer may elect, in its sole discretion, to resolve any Mortgage

Exception or Title Policy Exception listed on the Initial Exceptions Report Schedule, in which
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case the Trustee shall cooperate in good faith with the Master Servicer to resolve any such

Mortgage Exception or Title Policy Exception.

(1) If any Mortgage Loan is Cured (as defined below), the Master Servicer shall

promptly provide evidence of such cure to the Trustee.

(iv)  “Trustee’s Loan-Level Exception Reports” shall mean the loan level exception
reports for the Covered Trusts provided by the Trustee to the Master Servicer on April 14, 2011,
April 27, 2011, and April 28, 2011.

(b) Monthly Exceptions Report. Beginning the first month following the month in

which the Master Servicer submits the Initial Exceptions Report Schedule, the Master Servicer
shall provide to the Trustee on the last business day of each month a Monthly Exceptions Report
listing all Mortgage Loans on the Initial Exceptions Report Schedule exclusive of any Mortgage

Loan that has been Cured and shall separately list all Mortgage Loans that have been Cured.

@) A Mortgage Loan listed on the Initial Exceptions Report Schedule shall be
considered “Cured” for all purposes if (A) either the Mortgage Exception or Title Policy
Exception associated with that Mortgage Loan has been resolved, (B) the Mortgage Loan has
been paid in full or otherwise satisfied as a first lien, (C) the Mortgage Loan has been liquidated
as a first lien on the Mortgaged Property, or (D) pursuant to Subparagraph (6)(c), the Master
Servicer has reimbursed the Covered Trust for 100% of any related Realized Loss associated

with that Mortgage Loan’s liquidation.

(i1) Within fifteen (15) business days of receipt of each Monthly Exceptions Report,
the Trustee shall determine whether reasonable evidence has been provided in respect of each
Mortgage Loan listed as Cured in such report. In the event that the Trustee determines that a
decision by the Master Servicer to list a loan as Cured is not supported by reasonable evidence,
after consultation with the Master Servicer regarding the reasonableness of such evidence, the
Trustee shall direct the Master Servicer to issue a revised Monthly Exceptions Report. All of the
Trustee’s reasonable costs and expenses associated with performing its obligations under this
Subparagraph 6(b)(i1) that exceed the Trustee’s ordinary costs and expenses in connection with

its record-keeping duties under the Governing Agreements shall be borne by the Master Servicer.
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(iii))  The Master Servicer shall continue providing Monthly Exceptions Reports until
such time as all Mortgage Loans listed in the Initial Exceptions Report Schedule have been

Cured.

(iv)  Subject to Paragraph 12, the Trustee shall use reasonable best efforts to make
each Monthly Exceptions Report available on its Global Corporate Trust Investor Reporting
website (https://www.gctinvestorreporting.bnymellon.com or any successor thereto) within five

(5) business days of its receipt of such report.

(c) Remedy for Uncured Exceptions. If, at the time of liquidation, a Mortgage Loan

(including, for the avoidance of doubt, Mortgage Loans for which the servicing rights are sold
following the Signing Date) is listed on the then-current Monthly Exceptions Report as having an
outstanding Mortgage Exception and an outstanding Title Policy Exception, the Master Servicer
shall promptly provide notice to the Trustee and shall reimburse the trust that owns the Mortgage
Loan for 100% of any Realized Loss (as defined in the applicable Governing Agreements) (i) if
the Master Servicer is prevented from foreclosing as a first-lien holder by reason of an
outstanding Mortgage Exception and the trust is not made whole by a title policy or equivalent
by reason of an outstanding Title Policy Exception within the earlier of (A) twelve (12) months
after the denial of such foreclosure or (B) thirty (30) days after the Master Servicer determines
that no insurance will be payable or (ii) if a court of competent jurisdiction denies foreclosure as
a first-lien holder by reason of an outstanding Mortgage Exception and the trust is not made
whole by a title policy or equivalent by reason of an outstanding Title Policy Exception within
the earlier of (A) twelve (12) months after the denial of such foreclosure or (B) thirty (30) days
after the Master Servicer determines that no insurance will be payable. In the event that the
Master Servicer makes the trust whole with respect to any Mortgage Loan pursuant to this
Subparagraph 6(c), the Master Servicer shall be entitled to reimbursement for such make-whole
payment from any proceeds that it or the trust subsequently receives from any title policy or

equivalent with respect to such Mortgage Loan.

(d) If Final Court Approval becomes legally impossible, then at such time, neither the
Master Servicer nor the Trustee shall have any further obligations or rights under this Paragraph

6 and the remedy provisions of Subparagraph 6(c) shall be null and void. Likewise, if the trust in
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which the Mortgage Loan is held is designated an Excluded Covered Trust pursuant to
Subparagraph 4(a), then at such time, neither the Master Servicer nor the Trustee shall have any
further obligations or rights under this Paragraph 6 and the remedy provisions of Subparagraph
6(c) shall be null and void with respect to such Mortgage Loan. Notwithstanding the foregoing,
the Master Servicer may elect in its sole discretion to resolve any Mortgage Exception or Title
Policy Exception that is outstanding, in which case the Trustee shall cooperate in good faith with

the Master Servicer to resolve any such Mortgage Exception or Title Policy Exception.

7. Extension of Forbearance; Tolling. The Parties agree (and the Institutional

Investors have so agreed in the Institutional Investor Agreement) that the Agreement of
Forbearance entered into by certain of the Parties on December 9, 2010 and extended on January
28, 2011, February 28, 2011, March 31, 2011, April 19, 2011, May 2, 2011, May 9, 2011, May
25,2011, and June 13, 2011 (the “Forbearance Agreement”) is hereby extended and shall remain
in effect in all respects until the first to occur of: (a) the Approval Date, (b) a date ninety (90)
days after Final Court Approval shall become legally impossible, (c) a date ninety (90) days after
the Settlement Agreement has been terminated in accordance with its terms, or (d) a date ninety
(90) days after the cure period has expired for any uncured material breach of the Settlement
Agreement by Bank of America and Countrywide for which notice has been provided (the cure
period being the ninety (90) days following such notice of such breach provided by a party to
this Settlement Agreement or the Institutional Investor Agreement). For Covered Trusts not
subject to the Forbearance Agreement, all statutes of limitation, repose, or laches related to the
Trust Released Claims shall be tolled, for the benefit of the Precluded Persons, to the same extent
that they are tolled under the Forbearance Agreement; provided that, except as set forth in this
Settlement Agreement, all Parties expressly reserve all rights, arguments, and defenses, including
all rights, arguments, and defenses with respect to Investor voting rights and interest
requirements under the Governing Agreements. If the Forbearance Agreement is extended
pursuant to Subparagraphs 7(b) or 7(c) herein, the Parties agree (and the Institutional Investors
have so agreed in the Institutional Investor Agreement) during the first eighty (80) days of such
time periods to use their reasonable best efforts to negotiate an alternate settlement of the Trust
Released Claims on terms that are economically substantially equivalent to the Settlement and

not inconsistent with any final ruling of the Settlement Court or on any appeal therefrom, and
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(during the same time periods) not to pursue any non-consensual actions or remedies with

respect to the Covered Trusts except as the Trustee may be directed by the Settlement Court.

8. Retraction of Notice. The Trustee agrees (and the Institutional Investors have so

agreed in the Institutional Investor Agreement) that, as of the Approval Date, any notice that may
have been contained in the letters sent by and on behalf of certain of the Institutional Investors
on June 17, 2010, October 18, 2010, and November 12, 2010 and addressed to the Trustee and/or
the Master Servicer, as well as any notice that may have been contained in a letter deemed to
have been provided under the Forbearance Agreement and its extensions (the “Letters”), is and
shall be rendered null and void. The Letters themselves shall thereafter be rendered inoperative,
as if never sent, and shall be deemed for all purposes to be withdrawn with prejudice (the

Institutional Investors have so agreed by the Institutional Investor Agreement).
9. Release.

(a) Effective as of the Approval Date, except as set forth in Paragraph 10, the Trustee
on behalf of itself and all Investors, the Covered Trusts, and/or any Persons claiming by,
through, or on behalf of any of the Trustee, the Investors, or the Covered Trusts or under the
Governing Agreements (collectively, the Trustee, Investors, Covered Trusts, and such Persons
being defined together as the “Precluded Persons”), irrevocably and unconditionally grants a full,
final, and complete release, waiver, and discharge of all alleged or actual claims, counterclaims,
defenses, rights of setoff, rights of rescission, liens, disputes, liabilities, Losses, debts, costs,
expenses, obligations, demands, claims for accountings or audits, alleged Events of Default,
damages, rights, and causes of action of any kind or nature whatsoever, whether asserted or
unasserted, known or unknown, suspected or unsuspected, fixed or contingent, in contract, tort,
or otherwise, secured or unsecured, accrued or unaccrued, whether direct, derivative, or brought
in any other capacity that the Precluded Persons may now or may hereafter have against any or
all of the Bank of America Parties and/or Countrywide Parties arising out of or relating to (i) the
origination, sale, or delivery of Mortgage Loans to the Covered Trusts, including the
representations and warranties in connection with the origination, sale, or delivery of Mortgage
Loans to the Covered Trusts or any alleged obligation of any Bank of America Party and/or

Countrywide Party to repurchase or otherwise compensate the Covered Trusts for any Mortgage
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Loan on the basis of any representations or warranties or otherwise or failure to cure any alleged
breaches of representations and warranties, including all claims arising in any way from or under
Section 2.03 (“Representations, Warranties and Covenants of the Sellers and Master Servicer”)1
of the Governing Agreements, (ii) the documentation of the Mortgage Loans held by the
Covered Trusts (including the documents and instruments covered in Sections 2.01
(“Conveyance of Mortgage Loans”) and 2.02 (“Acceptance by the Trustee of the Mortgage
Loans”) of the Governing Agreements and the Mortgage Files) including with respect to alleged
defective, incomplete, or non-existent documentation, as well as issues arising out of or relating
to recordation, title, assignment, or any other matter relating to legal enforceability of a
Mortgage or Mortgage Note, and (iii) the servicing of the Mortgage Loans held by the Covered
Trusts (including any claim relating to the timing of collection efforts or foreclosure efforts, loss
mitigation, transfers to subservicers, Advances, Servicing Advances, or that servicing includes
an obligation to take any action or provide any notice towards, or with respect to, the possible
repurchase of Mortgage Loans by the Master Servicer, Seller, or any other Person), in all cases
prior to or after the Approval Date (collectively, all such claims being defined as the “Trust

Released Claims”).

(b) The Trust Released Claims shall also be deemed to have been released as of the
Approval Date to the full and same extent by the Master Servicer of the Covered Trusts
(including the current Master Servicer, BAC HLS, and any subsequent servicer who may in the
future be substituted for the current Master Servicer with respect to one or more of the Covered

Trusts or any loans therein) and the Master Servicer shall be deemed to be a Precluded Person.

(©) The release and waiver in Subparagraphs 9(a) and 9(b) is intended to include, and
upon its effectiveness shall include, any claims or contentions that Bank of America or any non-
Countrywide affiliate, division, or subsidiary of Bank of America, and any of the predecessors or
assigns thereof, is liable on any theory of successor liability, vicarious liability, veil piercing, de

facto merger, fraudulent conveyance, or other similar claim or theory for the obligations,

! Which provision is numbered 2.04 in the Sale and Servicing Agreements relating to

CWHEQ 2006-A and CWHEQ 2007-G.
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exposure, or liability of Countrywide or any of its affiliates, divisions, or subsidiaries, and any of
the predecessors or assigns thereof concerning any of the Covered Trusts, with respect to the

Trust Released Claims.

10. Claims Not Released.

(a) Administration of the Mortgage Loans. The release and waiver in Paragraph 9

does not include claims based solely on the action, inaction, or practices of the Master Servicer
in its aggregation and remittance of Mortgage Loan payments, accounting for principal and
interest, and preparation of tax-related information in connection with the Mortgage Loans and
the ministerial operation and administration of the Covered Trusts and of the Mortgage Loans
held by the Covered Trusts for which the Master Servicer receives servicing fees unless, as of the
Signing Date, the Trustee has or should have knowledge of the actions, inactions, or practices of

the Master Servicer in connection with such matters.

(b) Servicing of the Mortgage LLoans. Except as provided in Subparagraph 10(a), the

release and waiver in Paragraph 9 includes: (i) all claims based in whole or in part on any
actions, inactions, or practices of the Master Servicer prior to the Approval Date as to the
servicing of the Mortgage Loans held by the Covered Trusts; and (ii) as to all actions, inactions,
or practices by the Master Servicer after the Approval Date, only (A) actions, inactions, and
practices that relate to the aspects of servicing addressed in whole or in part by the provisions of
Paragraph 5 (material compliance with which shall satisfy the Master Servicer’s obligation to
service the Mortgage Loans prudently in accordance with all relevant sections of the Governing
Agreements) and (B) actions, inactions, or practices that relate to the aspects of servicing not
addressed by the provisions of Paragraph 5 that are consistent with (or improvements over) the
Master Servicer’s course of conduct prior to the Signing Date. It is further understood and
agreed that Investors may pursue such remedies as are available under Section 10.08
(“Limitation on Rights of Certificateholders”) of the Governing Agreements with respect to an

Event of Default as to any servicing claims not released by this Settlement.

(c) Certain Individual Investor Claims. The release and waiver in Paragraph 9 does

not include any direct claims held by Investors or their clients that do not seek to enforce any

rights under the terms of the Governing Agreements but rather are based on disclosures made (or
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failed to be made) in connection with their decision to purchase, sell, or hold securities issued by
any Covered Trust, including claims under the securities or anti-fraud laws of the United States
or of any state; provided, however, that the question of the extent to which any payment made or
benefit conferred pursuant to this Settlement Agreement may constitute an offset or credit
against, or a reduction in the gross amount of, any such claim shall be determined in the action in
which such claim is raised, and the Parties reserve all rights with respect to the position they may
take on that question in those actions and acknowledge that all other Persons similarly reserve

such rights.

(d) Financial-Guaranty Provider Rights and Obligations. To the extent that any third-

party guarantor or financial-guaranty provider with respect to any Covered Trust has rights or
obligations independent of the rights or obligations of the Investors, the Trustee, or the Covered
Trusts, the release and waiver in Paragraph 9 is not intended to and shall not release such rights,
or impair or diminish in any respect such obligations or any insurance or indemnity obligations

owed by or to such Person.

(e) Indemnification Rights. The Parties do not release any rights to indemnification

under the Governing Agreements including the Trustee’s right to indemnification by the Master

Servicer of the Covered Trusts.

) Settlement Agreement Rights. The Parties do not release any rights or claims

against each other to enforce the terms of this Settlement Agreement.

(2) Excluded Covered Trusts. The release and waiver in Paragraph 9 does not

include claims with respect to any Excluded Covered Trust.

11. Release of Unknown Claims. Each of the Parties acknowledges that it has been

advised by its attorneys concerning, and is familiar with, California Civil Code Section 1542 and
expressly waives any and all provisions, rights, and benefits conferred by any law of any state or
territory of the United States, or principle of common law, which is similar, comparable, or
equivalent to the provisions of the California Civil Code Section 1542, including that provision

itself, which reads as follows:
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“A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS
WHICH THE CREDITOR DOES NOT KNOW OR SUSPECT
TO EXIST IN HIS OR HER FAVOR AT THE TIME OF
EXECUTING THE RELEASE, WHICH, IF KNOWN BY HIM
OR HER MUST HAVE MATERIALLY AFFECTED HIS OR
HER SETTLEMENT WITH THE DEBTOR.”

The Parties acknowledge that inclusion of the provisions of this Paragraph 11 to this Settlement

Agreement was a material and separately bargained for element of this Settlement Agreement.

12.  Concerning the Trustee. All of the Trustee’s privileges, indemnity rights,

limitations on liability and other contractual protections under the Governing Agreements shall
equally apply to all of the Trustee’s duties and obligations under this Settlement Agreement.

Without limiting the foregoing:

(a) The duties and obligations of the Trustee under this Settlement Agreement shall
be determined solely by the express provisions of this Settlement Agreement. The Trustee shall
not be liable except for the performance of such duties and obligations as are specifically set
forth in this Settlement Agreement, and no implied fiduciary duties shall be read into this
Settlement Agreement against the Trustee. Nor, except as expressly set forth herein, shall
anything in this Settlement Agreement imply that the Trustee owes any greater duties under the
Governing Agreements, fiduciary or otherwise, than it otherwise would owe under those

agreements.

(b) In this Settlement Agreement, whenever the Trustee is required to make any

report, schedule, or other information available to the Investors:

(1) The Trustee’s responsibility for making such information available to the
Investors is limited to the availability, timeliness, and accuracy of the information provided to

the Trustee; and

(i1) The Trustee’s obligation to post such information on the Trustee’s Global
Corporate Trust Investor Reporting website is subject to the timely provision of such information
to the Trustee in form and format satisfactory to the Trustee and (if applicable) to the Trustee’s

ability to timely break-out such information by the Covered Trust.
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13. Representations and Warranties by Each Party. Each Party to this Settlement

Agreement represents, warrants, and agrees as to itself as follows:

(a) It is duly organized, validly existing, and (to the extent applicable) in good
standing under the Law of the jurisdiction in which it is organized. It has the corporate, trust or
other power and authority (including contractual and/or regulatory authority to the extent
applicable) necessary to execute, deliver, and perform its obligations under this Settlement
Agreement, and to complete the transactions contemplated hereby, including with respect to any
other entities, account-holders, or accounts for which or on behalf of which it is signing this
Settlement Agreement, and the execution, delivery, and performance of this Settlement
Agreement and the completion of the transactions contemplated hereby have been duly and
validly authorized by all necessary corporate, trust, or other action. Assuming the due
authorization, execution, and delivery of this Settlement Agreement by the other Parties, this
Settlement Agreement constitutes the legal, valid, and binding obligations of it, enforceable

against it in accordance with its terms.

(b) It has not relied upon any statement, representation, or promise of any other Party
(or of any representative or attorney of or for any other Party), in executing this Settlement
Agreement, or in connection with the Settlement, (i) except for the representations, warranties,
covenants, and other obligations set forth in this Settlement Agreement, and (ii) except that
Bank of America and Countrywide represent to the Trustee that neither Bank of America nor
Countrywide had, as of the date it was provided, or has, as of the date of this Settlement
Agreement, actual knowledge that any factual information provided to the Trustee, its counsel
and its experts in connection with the negotiation of the Settlement concerning: (A) historical
factual information concerning prior repurchase experience, (B) factual information concerning
historical losses and historical delinquencies experienced by the Covered Trusts, (C) the
financial statements of CFC and/or CHL, and (D) documents reflecting, or information
concerning, corporate transactions involving the exchange of assets between CFC and its
subsidiaries and BAC and its non-Countrywide subsidiaries that were taken subsequent to the
merger of CFC and a BAC subsidiary, was materially false or materially inaccurate at the time
the information or documents were provided (unless subsequently corrected), and acknowledge

that the Trustee’s experts are relying on such information and documents. In addition, Bank of
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America and Countrywide represent to the Trustee that the information contained on the CD-
ROM provided to the Trustee’s counsel and experts on June 3, 2011 contains business records of
BAC HLS as kept on its computer systems in the ordinary course of its business. It is further
acknowledged and understood that the Trustee has made its own independent judgment

concerning the reasonableness and advantageousness of the Settlement and its terms.

(©) It is not entering into this Settlement Agreement with the intent of hindering,

delaying, or defrauding any of its respective current or future creditors.

(d) It has made such investigation of the facts pertaining to this Settlement and this

Settlement Agreement and of all the matters pertaining thereto as it deems necessary.

(e) It has read this Settlement Agreement and understands the contents hereof, has
consulted with counsel of its choice with respect to this Settlement Agreement, and has executed
this Settlement Agreement voluntarily and without duress or undue influence on the part of or on

behalf of any other Party.

) It has not heretofore assigned, transferred, or granted, or purported to assign,
transfer, or grant, any of the claims, demands, or causes of action released or waived by this

Settlement Agreement.

14. Nonsurvival of Representations and Warranties. None of the representations

or warranties set forth in this Settlement Agreement shall survive after the Approval Date or if

Final Court Approval becomes legally impossible.

15. Additional Agreements.

(a) Trustee’s Agreement Regarding Post-Signing Date Actions. Absent direction

from the Settlement Court in accordance with the next sentence below, between the Signing Date
and the Approval Date (or such time as Final Court Approval becomes legally impossible), the
Trustee covenants that it will not take any action with respect to any Covered Trust that is
intended or reasonably could be expected to be adverse to or inconsistent with the intent, terms,
and conditions of the Settlement and this Settlement Agreement, and will not commence or assist

in the commencement of any litigation based upon any of the claims subject to the release and
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waiver in Paragraph 9. The Trustee intends to seek an order from the Settlement Court providing
that the Trustee may seek direction from the Settlement Court before taking any action in respect
of a Covered Trust that is the subject matter of the Article 77 Proceeding, and the Trustee

reserves all rights to seek such order or direction.

(b) Post-Signing Date Repurchases. If after the Signing Date and before the

Settlement Payment is made, any Bank of America Party or Countrywide Party either (i)
repurchases any Mortgage Loan(s) from any Covered Trust(s) or (ii)) makes any make-whole
payment with respect to any such Mortgage Loan(s) to any Covered Trust(s) except as provided
in Paragraph 6, the Settlement Payment provided for in this Settlement Agreement shall be
reduced dollar-for-dollar by the economic benefit to the Covered Trust(s) of such repurchase or
make-whole payment(s) and the Allocable Share(s) for the Covered Trust(s) from which the
Mortgage Loan(s) was (or were) repurchased or to which the make-whole payment(s) was (or
were) made shall be reduced by that same amount, provided that no amount used to retire
Advances or Servicing Advances owed to the Master Servicer shall be considered an economic
benefit for purposes of this Subparagraph 15(b). The Parties agree that if the amount of
economic benefit received by a Covered Trust as a result of such repurchases or make-whole
payments exceeds the amount of that Covered Trust’s Allocable Share, then the reduction in the
Settlement Payment shall be equal to, but shall not exceed, that Covered Trust’s Allocable Share.
Under no circumstances shall a repurchase of a Mortgage Loan or payment of a make-whole

amount cause any portion of the Settlement Payment to be required to be returned.

©) Institutional Investor Agreement. The Parties acknowledge and agree (and the

Institutional Investors have so acknowledged and agreed in the Institutional Investor Agreement)
that the Institutional Investors’ entry into, and performance of their obligations under, the
Institutional Investor Agreement is a material part of the consideration for entry by Bank of

America and Countrywide into this Settlement Agreement.

16. Indemnification. BAC HLS acknowledges that it has certain obligations under

the Governing Agreements to indemnify the Trustee. As of the execution of this Settlement
Agreement, BAC HLS has delivered to the Trustee the side-letter attached hereto as Exhibit C
and BAC has delivered to the Trustee the guaranty attached thereto with respect to BAC HLS’s
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obligations to indemnify the Trustee to the extent specified in the side-letter and in the

Governing Agreements.

17. Confidentiality. All matters relating to the negotiation of this Settlement

Agreement, including confidential information exchanged between any Parties hereto in
connection with such negotiation, other than the Settlement Agreement and the Institutional
Investor Agreement, shall be and remain confidential (the “Confidential Information™) and shall
not be disclosed to anyone other than the Parties hereto and their counsel, except that such
information may be disclosed: (a) in an action by any Party to enforce this Settlement
Agreement or the Institutional Investor Agreement, to the extent reasonably required for the
purposes of enforcement, (b) in response to a court order, subpoena, or other demand made in
accordance with applicable law, rule, or regulation, (c) (i) as required by law, rule, accounting
rule, or regulation, including Federal securities law, including any change in law, rule,
accounting rule, or regulation, or (ii) in response to a request to a Party made by a Governmental
Authority having jurisdiction over such Party, or (iii) as any Bank of America Party may elect in
its sole discretion as part of its filings with the Securities and Exchange Commission on Forms 8-
K, 10-Q, or 10-K and related disclosures, including disclosures and communications to any Bank
of America Party’s current or potential shareholders, investors, or other Governmental
Authorities, and (d) to such Party’s subsidiaries, affiliates, their respective directors, officers,
external or internal agents, representatives, professional advisers, attorneys, accountants,
auditors, insurers and reinsurers, successors, assigns, and employees, who have a need to know
and are under a duty to implement appropriate measures to maintain the confidentiality, security,
and integrity of such information. Should any Party receive a request for disclosure with respect
to any Confidential Information except as part of the Article 77 Proceeding or pursuant to
subsection (c) or (d) of this Paragraph 17, the Party receiving such a request shall promptly, and
in no case more than five (5) business days following receipt of such a request (so long as it is
legally permitted to provide such notification), notify the other Parties to afford them the

opportunity to object or seek a protective order prior to the disclosure of any such information.

18. Release and Covenants Valid Even if Additional or Different Facts; Effect of

Breach. The Parties acknowledge that they may discover facts that are additional to,

inconsistent with, or different from those which they now know or believe to be true regarding
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the Covered Trusts. Nonetheless, except as expressly set forth in this Settlement Agreement, it is
intended that this Settlement Agreement shall fully and finally compromise all claims that exist
or may exist arising from or relating to the Covered Trusts to the extent set forth herein.
Following Final Court Approval, in the event of a material breach of this Settlement Agreement
by any Party, the non-breaching Party’s sole remedy shall be to seek to enforce the Settlement
Agreement; provided, however, that if the Settlement Payment is not made by Bank of America
or Countrywide in accordance with Subparagraphs 3(a) and (b) in all material respects or if at
any time after the Approval Date the Settlement Payment is voided or rescinded for any reason,
including as a preferential or fraudulent transfer (in all such cases, written notice having been
given by the Trustee to Bank of America and Countrywide and Bank of America or Countrywide
not having cured, made, or restored such payment within sixty (60) days), then the release and
waiver contained in Paragraph 9 shall have no further force or effect; provided, however, that the
Trustee may instead elect to seek to enforce this Settlement Agreement in which event the
release and waiver contained in Paragraph 9 shall remain in full force and effect. Under no other
circumstances shall any breach of the Settlement Agreement by any Party impair or effect in any
respect the release and waiver provided in Paragraph 9, or the other injunctive or other

provisions to be contained in the Final Order and Judgment.

19.  Attorneys’ Fees. Within thirty (30) days of the Approval Date, Bank of America

shall pay the attorneys’ fees of the Institutional Investors and their attorneys’ costs according to
the schedule and terms set forth on Exhibit F (except that those fees and costs described in such
Exhibit as being payable on a current basis shall be so paid following the Signing Date, unless
and until Final Court Approval shall have become legally impossible, at which time any such

payment obligations shall cease).

20. No Admission. In no event shall this Settlement, or this Settlement Agreement,

the activities performed in contemplation of, in connection with, or in furtherance of this
Settlement Agreement or the Article 77 Proceeding (including but not limited to statements in
court filings, testimony, arguments, and expert opinions), public statements made by any Party or
any of their representatives, concerning or relating to the Settlement, or any communications or
negotiations with respect thereto be construed, deemed, used, asserted, or admitted as evidence

of an admission or a concession on the part of any Party on any subject whatsoever; provided
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that nothing in this Paragraph 20 shall preclude the use of the Settlement Agreement and the
circumstances surrounding its execution to enforce the Settlement Agreement. The Bank of
America Parties and the Countrywide Parties have denied and continue to deny any and all
wrongdoing of any kind whatsoever, and retain, and do not waive, any and all positions,
defenses, and responses that they may have with respect to such matters. The BNY Mellon
Parties retain, and do not waive, any positions and responses they may have with respect to such

matters other than as set forth explicitly in this Settlement Agreement.

21. No Amendment of Governing Agreements. Nothing in this Settlement

Agreement is intended to, or does, amend any of the Governing Agreements.

22. Binding Agreement on Successors and Assigns. This Settlement Agreement

shall be binding upon and inure to the benefit of the Parties’ successors and assigns. This
Settlement Agreement may not be assigned by any of the Parties without the prior written
consent of each of the other Parties hereto and any attempted assignment in violation of this

provision shall be null and void.

23.  Governing Law; Waiver of Jury Trial. This Settlement Agreement and any

claim, controversy, or dispute arising under or related to this Settlement Agreement or the
Settlement shall be governed by, and construed in accordance with, the laws of the State of New
York and the laws of the United States applicable to contracts entered into and completely
performed in New York. EACH PARTY HEREBY KNOWINGLY, VOLUNTARILY, AND
INTENTIONALLY WAIVES ANY RIGHT IT MAY HAVE TO A TRIAL BY JURY OF ANY
DISPUTE ARISING UNDER OR RELATING TO THIS SETTLEMENT AGREEMENT AND
AGREES THAT ANY SUCH DISPUTE SHALL BE TRIED BEFORE A JUDGE SITTING
WITHOUT A JURY.

24.  Consent to Jurisdiction. Each Party consents and irrevocably submits to the

continuing exclusive jurisdiction of the Settlement Court and any appellate courts thereof, or, if
Final Court Approval becomes legally impossible, to the exclusive jurisdiction of the Supreme
Court of the State of New York in the County of New York or the United States District Court
for the Southern District of New York, and any appellate courts thereof, in any action, suit, or

proceeding arising from or related to this Settlement Agreement. The Parties agree that a final
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unappealable judgment in any such action, suit, or proceeding shall be conclusive and may be
enforced in other jurisdictions by suit on the judgment or in any other manner provided by law.
Each Party waives and agrees not to assert by way of motion, as a defense or otherwise in any
such suit, action, or proceeding, any claim that it is not personally subject to the jurisdiction of
such courts, that the suit, action, or proceeding is brought in an inconvenient forum, that the
venue of the suit, action, or proceeding is improper or that the related documents or the subject
matter thereof may not be litigated in or by such courts. This consent to jurisdiction shall not be
construed, deemed, used, asserted, or admitted as evidence of an admission or a concession of

jurisdiction on the part of any Party in any action unrelated to this Settlement Agreement.

25. Construction. The terms, provisions, and conditions of this Settlement
Agreement represent the results of negotiations among the Parties. The terms, provisions, and
conditions of this Settlement Agreement shall be interpreted and construed in accordance with
their usual and customary meanings. Each of the Parties expressly, knowingly, and voluntarily
waives the application, in connection with the interpretation and construction of this Settlement
Agreement, of any rule of law or procedure to the effect that ambiguous or conflicting terms,
conditions, or provisions shall be interpreted or construed against the Party whose legal counsel
prepared the executed version or any prior drafts of this Settlement Agreement. The headings
contained in this Settlement Agreement are for reference purposes only and shall not affect in
any way the meaning or interpretation of this Settlement Agreement. Whenever the words
“include,” “includes,” or “including” are used in this Settlement Agreement, they shall be
deemed to be followed by the words “without limitation.” References to specific numbered

sections of the Governing Agreements are intended to refer to those sections and other similar

sections of like effect in other Governing Agreements if the numbering differs.

26. Severability. If any provision of this Settlement Agreement other than the
Settlement Payment contained in Paragraph 3 or the release and waiver contained in Paragraph 9
shall, for any reason or to any extent, be invalidated or ruled to be unenforceable, the remainder

of this Settlement Agreement shall be enforced to the fullest extent permitted by law.

27.  No Third-Party Rights or Obligations. No Person not a Party to this Settlement

Agreement shall have any third-party beneficiary or other rights under this Settlement
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Agreement. Under no circumstances shall any Person not a Party hereto have any right to sue
under or otherwise directly enforce this Settlement Agreement. For the avoidance of doubt,
nothing in this Settlement Agreement confers any right or ability to sue to any present or former
Mortgage Loan borrower, nor does this Settlement Agreement create any obligation on the part

of any Person to any such borrower.

28. Multiple Counterparts. This Settlement Agreement may be executed in a

number of identical counterparts, each of which for all purposes is deemed an original, and all of
which constitute collectively one agreement. The Parties intend that faxed signatures and
electronically-imaged signatures such as PDF files shall constitute original signatures and are
binding on all Parties. An executed counterpart signature page delivered by facsimile or by
electronic mail shall have the same binding effect as an original signature page. This Settlement
Agreement shall not be binding until all Parties have signed and delivered a counterpart of this

Settlement Agreement whether by mail, facsimile, or electronic mail.

29. Modification and Waiver. This Settlement Agreement may not be amended,

altered or modified, and no provision hereof may be waived, except by written instrument
executed by the Parties. No waiver shall constitute a waiver of, or estoppel with respect to, any
subsequent or other inaccuracy, breach or failure to comply strictly with the provisions of this

Settlement Agreement.

30. Further Assurances. The Parties agree (a) to use their reasonable best efforts

and cooperate in good faith to fully effectuate the intent, terms, and conditions of this Settlement
Agreement and the Settlement, including by executing and delivering all additional documents
and instruments, doing all acts not specifically referred to herein that are reasonably necessary to
fully effectuate the intent, terms, and conditions of this Settlement Agreement, and refraining
from taking any action (or assisting others to take any action) contrary to or inconsistent with the
intent, terms, and conditions of this Settlement Agreement; provided, however, that, as to the
Trustee, seeking to obtain direction from the Settlement Court before taking any action in respect
of a Covered Trust that is the subject matter of the Article 77 Proceeding, pursuant to
Subparagraph 2(c) of this Settlement Agreement, shall not be deemed to be contrary to or

inconsistent with the intent, terms, and conditions of this Settlement Agreement; (b) that any
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actions taken by the Master Servicer and/or any Subservicer prior to the Approval Date pursuant
to or that are consistent with the provisions of Paragraph 5 herein shall be deemed to satisfy the
Master Servicer’s obligation to service the Mortgage Loans prudently in accordance with all
relevant sections of the Governing Agreements; and (c) in the absence of an intentional violation
of a representation or warranty contained herein, to perform these obligations even if they
discover facts that are additional to, inconsistent with, or different from those which they now

know or believe to be true regarding the Covered Trusts.

31. Entire Agreement. The Settlement Agreement and the Institutional Investor

Agreement constitutes the entire agreement of the Parties hereto with respect to the subject
matter hereof, except as expressly provided herein, and supersedes all prior agreements and
understandings, discussions, negotiations and communications, written and oral, among the
Parties with respect to the subject matter hereof. Notwithstanding the preceding sentence, the
Confidentiality Undertaking dated January 27, 2011, and agreed to by the Trustee, BAC HLS,
and Gibbs & Bruns LLP on behalf of its clients, shall remain in full force and effect, and the
Forbearance Agreement shall remain in full force and effect according to its terms and conditions

and Paragraph 7 herein.

32. Notices. Any notice or other communication required or permitted under this
Settlement Agreement shall be in writing and shall be deemed to have been duly given when (a)
mailed by United States registered or certified mail, return receipt requested, (b) mailed by
overnight express mail or other nationally recognized overnight or same-day delivery service, or
(c) delivered in person, to the parties at the following addresses:

If the Trustee, to:
The Bank of New York Mellon
101 Barclay Street, 8 West
New York, New York 10286
Attention: Loretta A. Lundberg

Managing Director
Corporate Trust Default Services

with a copy to:
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The Bank of New York Mellon
One Wall Street
New York, New York 10286

Attention: Jane Sherburne
General Counsel

If Bank of America, to:

Bank of America Corporation
100 N. Tryon Street
Charlotte, NC 28255-0001

Attention: Edward P. O’Keefe
General Counsel
NC1-007-57-25

with a copy to:

Bank of America Corporation

Consumer Real Estate Services Division, Legacy Asset Servicing Unit
Hearst Tower

214 N. Tryon St.

Charlotte, NC 28255

Attention: Jana J. Litsey
Deputy General Counsel
NC1-027-20-05
If Countrywide, to:
Countrywide Home Loans, Inc.
4500 Park Granada
Calabassas, CA 91302

Attention: Michael Schloessman
President
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with a copy to

Bank of America Corporation

Consumer Real Estate Services Division, Legacy Asset Servicing Unit
Hearst Tower

214 N. Tryon St.

Charlotte, NC 28255

Attention: Jana J. Litsey
Deputy General Counsel
NC1-027-20-05
A Party may change the names or addresses where notice is to be given to it by providing notice

to the other Parties of such change in accordance with this Paragraph 32.

IN WITNESS WHEREQOF, the Parties have executed this Settlement Agreement

on the day and year so indicated.
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/" Thé Bank of New York Mellon, as tristee or

._j?';;denture trustee of the Covered Trusts

Name: Loretta A. Lundberg
Title: Managing Director
Dated: June 28, 2011
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Vv
Countrywide Financial Corporation
Name: Michael Schloessmann
Title: President and CEO
Dated: Junec 28,2011
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Countrywide Home Loans, Inc.
Name: Michael Schloessmann
Title: President and CEO
Dated: June 28, 2011
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Bank of America Corporation

Name: Terrence P. Laughlin

Title: Legacy Asset Servicing Division President,
Dated: June 28, 2011
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BAC Home Loans Servicing, LP

Name: Terrence P. Laughlin

Title: Legacy Asset Servicing Division President,
Bank of America, N.A.

By: BAC GP, LLC, its general partner
By: Bank of America, N.A., its manager
Dated: June 28, 2011
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Exhibit B

Form of Order

SUPREME COURT OF THE STATE OF NEW YORK
COUNTY OF NEW YORK

________________________________________________________________ X

In the matter of the application of :

THE BANK OF NEW YORK MELLON, :

(as Trustee under various Pooling and Servicing : Index No.

Agreements and Indenture Trustee under various

Indentures), : [PROPOSED]
Petitioner, : FINAL ORDER AND

: JUDGMENT

for an order, pursuant to CPLR 8§ 7701, seeking :

judicial instructions and approval of a proposed :

settlement. .

________________________________________________________________ X

Petitioner, The Bank of New York Mellon, solely in its capacity as trustee or
indenture trustee under 530 mortgage-securitization trusts identified in Exhibit A to the
Verified Petition (the “Petitioner” or the “Trustee”), evidenced by 530 separate Pooling
and Servicing Agreements (“PSAs”) or Indentures and related Sales and Servicing
Agreements (“SSAs,” and together with the PSAs and Indentures, the “Governing
Agreements”), having applied to this Court for an order pursuant to CPLR § 7701 for
judicial instructions and approval of a settlement entered into by and among the Trustee,
Bank of America Corporation, BAC Home Loans Servicing, LP, Countrywide Financial
Corporation, and Countrywide Home Loans, Inc. (the “Settlement”), such Settlement
being embodied in the settlement agreement, dated June 28, 2011 (the “Settlement
Agreement”) attached to the Verified Petition herein and attached hereto as Exhibit A,

and
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UPON reading and filing the Verified Petition and the exhibits thereto; the
Affirmation of Matthew D. Ingber, counsel to the Trustee, in support of the Verified
Petition, dated June 28, 2011 (the “Ingber Affirmation”); The Bank of New York
Mellon’s Memorandum of Law In Support of Its Verified Petition Seeking Judicial
Instructions and Approval of a Proposed Settlement, dated June 28, 2011; all answers,
objections, or other responses filed in response to the Verified Petition; all papers filed in
response to those answers, objections, or responses; and upon all prior proceedings and
pleadings heretofore had; and

UPON this Court having rendered its decision (the “Decision”) on :
2011, which Decision is attached hereto as Exhibit B; and

UPON the Decision with notice of entry (attached hereto as Exhibit C) having
been served upon all parties on , 2011,

NOW, it is hereby ORDERED, ADJUDGED, and DECREED that:

a) For purposes of this Final Order and Judgment, the Court adopts all defined
terms set forth in the Settlement Agreement. Capitalized terms used herein,
unless otherwise defined, shall have the meanings set forth in the Settlement
Agreement.

b) The Court has jurisdiction over the subject matter of this Article 77
Proceeding. The Court has jurisdiction over the Petitioner, the Covered
Trusts, and all certificateholders and noteholders of the Covered Trusts (the
“Trust Beneficiaries”) with respect to the matters determined herein. (As used
herein, “Trust Beneficiaries” shall have the same meaning as “Investors”

under the Settlement Agreement.)
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c)

d)

The form and the method of dissemination of notice (the “Notice”), as
described in and as previously approved by the Court’s Order dated
, 2011 (the “Preliminary Order”), provided the best notice
practicable under the circumstances and was reasonably calculated to put
interested parties on notice of this action. The Preliminary Order provided,
inter alia, for the Notice to be provided by a combination of individual notice,
notice by publication in specified publications, notice through the Depository
Trust Company, advertising on the internet, and notice through a website
created and maintained by the Trustee for the Article 77 Proceeding. The
Petitioner has submitted evidence establishing its compliance with reasonable
diligence with the Preliminary Order. The Court finds that the Notice was
provided in accordance with the provisions of the Preliminary Order.
The Notice provided due and adequate notice of these proceedings and the
matters set forth herein, including the Settlement and the Court’s
consideration of the actions of the Trustee in entering into the Settlement
Agreement, to all persons entitled to such notice, including the Potentially
Interested Persons identified in paragraph 6 of the Ingber Affirmation,
including the Trust Beneficiaries, and the Notice fully satisfied the
requirements of New York law, federal and state due process requirements
and the requirements of other applicable law.
A full and fair opportunity has been offered to all Potentially Interested
Persons, including the Trust Beneficiaries, to make their views known to the

Court, to object to the Settlement and to the approval of the actions of the
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9)

h)

Trustee in entering into the Settlement Agreement, and to participate in the
hearing thereon. Accordingly, the Covered Trusts, all Trust Beneficiaries, and
their successors-in-interest and assigns, and any Persons claiming by, through,
or on behalf of any of the Trustee, the Trust Beneficiaries, or the Covered
Trusts or under the Governing Agreements are bound by this Final Order and
Judgment.

The Trustee has the authority, pursuant to the Governing Agreements and
applicable law: (i) to assert, abandon, or compromise the Trust Released
Claims, and (ii) to enter into the Settlement Agreement on behalf of all Trust
Beneficiaries, the Covered Trusts, and any Persons claiming by, through, or
on behalf of any of the Trustee, the Trust Beneficiaries, or the Covered Trusts
or under the Governing Agreements.

Pursuant to the Governing Agreements and applicable law, the decision
whether to enter into the Settlement Agreement on behalf of all Trust
Beneficiaries, the Covered Trusts, and any Persons claiming by, through, or
on behalf of any of the Trustee, the Trust Beneficiaries, or the Covered Trusts
or under the Governing Agreements is a matter within the Trustee’s
discretion.

The Settlement Agreement is the result of factual and legal investigation by
the Trustee, and is supported by the Institutional Investors.

The Trustee appropriately evaluated the terms, benefits, and consequences of
the Settlement and the strengths and weaknesses of the claims being settled.

In that regard, the Trustee appropriately considered the claims made and
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)

K)

positions presented by the Institutional Investors, Bank of America, and
Countrywide relating to the Trust Released Claims in considering whether to
enter into the Settlement Agreement.

The arm’s-length negotiations that led to the Settlement Agreement and the
Trustee’s deliberations appropriately focused on the strengths and weaknesses
of the Trust Released Claims, the alternatives available or potentially
available to pursue remedies for the benefit of the Trust Beneficiaries, and the
terms of the Settlement.

The Trustee acted in good faith, within its discretion, and within the bounds of
reasonableness in determining that the Settlement Agreement was in the best
interests of the Covered Trusts.

Pursuant to CPLR § 7701, the Court hereby approves the actions of the

Trustee in entering into the Settlement Agreement in all respects.

m) The Parties are directed to consummate the Settlement in accordance with its

n)

terms and conditions, and the Settlement is hereby approved by the Court in
all respects.
The Settlement Agreement is hereby approved in all respects, and is fully

enforceable in all respects. The release in the Settlement Agreement provides

as follows:
9. Release.
€)) Effective as of the Approval Date, except as set forth in Paragraph

10 [of the Settlement Agreement], the Trustee on behalf of itself and all
Investors, the Covered Trusts, and/or any Persons claiming by, through, or on
behalf of any of the Trustee, the Investors, or the Covered Trusts or under the
Governing Agreements (collectively, the Trustee, Investors, Covered Trusts,
and such Persons being defined together as the “Precluded Persons™),
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irrevocably and unconditionally grants a full, final, and complete release,
waiver, and discharge of all alleged or actual claims, counterclaims, defenses,
rights of setoff, rights of rescission, liens, disputes, liabilities, Losses, debts,
costs, expenses, obligations, demands, claims for accountings or audits,
alleged Events of Default, damages, rights, and causes of action of any kind or
nature whatsoever, whether asserted or unasserted, known or unknown,
suspected or unsuspected, fixed or contingent, in contract, tort, or otherwise,
secured or unsecured, accrued or unaccrued, whether direct, derivative, or
brought in any other capacity that the Precluded Persons may now or may
hereafter have against any or all of the Bank of America Parties and/or
Countrywide Parties arising out of or relating to (i) the origination, sale, or
delivery of Mortgage Loans to the Covered Trusts, including the
representations and warranties in connection with the origination, sale, or
delivery of Mortgage Loans to the Covered Trusts or any alleged obligation of
any Bank of America Party and/or Countrywide Party to repurchase or
otherwise compensate the Covered Trusts for any Mortgage Loan on the basis
of any representations or warranties or otherwise or failure to cure any alleged
breaches of representations and warranties, including all claims arising in any
way from or under Section 2.03 (“Representations, Warranties and Covenants
of the Sellers and Master Servicer”)' of the Governing Agreements, (ii) the
documentation of the Mortgage Loans held by the Covered Trusts (including
the documents and instruments covered in Sections 2.01 (“Conveyance of
Mortgage Loans”) and 2.02 (“Acceptance by the Trustee of the Mortgage
Loans”) of the Governing Agreements and the Mortgage Files) including with
respect to alleged defective, incomplete or non-existent documentation, as
well as issues arising out of or relating to recordation, title, assignment, or any
other matter relating to legal enforceability of a Mortgage or Mortgage Note,
and (iii) the servicing of the Mortgage Loans held by the Covered Trusts
(including any claim relating to the timing of collection efforts or foreclosure
efforts, loss mitigation, transfers to subservicers, Advances, Servicing
Advances, or that servicing includes an obligation to take any action or
provide any notice towards, or with respect to, the possible repurchase of
Mortgage Loans by the Master Servicer, Seller, or any other Person), in all
cases prior to or after the Approval Date (collectively, all such claims being
defined as the “Trust Released Claims”).

(b) The Trust Released Claims shall also be deemed to have been
released as of the Approval Date to the full and same extent by the Master
Servicer of the Covered Trusts (including the current Master Servicer, BAC
HLS, and any subsequent servicer who may in the future be substituted for the
current Master Servicer with respect to one or more of the Covered Trusts or
any loans therein) and the Master Servicer shall be deemed to be a Precluded
Person.

L Which provision is numbered 2.04 in the Sale and Servicing Agreements relating to
CWHEQ 2006-A and CWHEQ 2007-G.
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(©) The release and waiver in Subparagraphs 9(a) and 9(b) [of the
Settlement Agreement] is intended to include, and upon its effectiveness shall
include, any claims or contentions that Bank of America or any non-
Countrywide affiliate, division, or subsidiary of Bank of America, and any of
the predecessors or assigns thereof, is liable on any theory of successor
liability, vicarious liability, wveil piercing, de facto merger, fraudulent
conveyance, or other similar claim or theory for the obligations, exposure, or
liability of Countrywide or any of its affiliates, divisions, or subsidiaries, and
any of the predecessors or assigns thereof concerning any of the Covered
Trusts, with respect to the Trust Released Claims.

10. Claims Not Released.

@) Administration of the Mortgage Loans. The release and waiver in
Paragraph 9 [of the Settlement Agreement] does not include claims based
solely on the action, inaction, or practices of the Master Servicer in its
aggregation and remittance of Mortgage Loan payments, accounting for
principal and interest, and preparation of tax-related information in connection
with the Mortgage Loans and the ministerial operation and administration of
the Covered Trusts and of the Mortgage Loans held by the Covered Trusts for
which the Master Servicer receives servicing fees unless, as of the Signing
Date, the Trustee has or should have knowledge of the actions, inactions or
practices of the Master Servicer in connection with such matters.

(b) Servicing of the Mortgage Loans. Except as provided in
Subparagraph 10(a) [of the Settlement Agreement], the release and waiver in
Paragraph 9 [of the Settlement Agreement] includes: (i) all claims based in
whole or in part on any actions, inactions, or practices of the Master Servicer
prior to the Approval Date as to the servicing of the Mortgage Loans held by
the Covered Trusts; and (ii) as to all actions, inactions, or practices by the
Master Servicer after the Approval Date, only (A) actions, inactions, and
practices that relate to the aspects of servicing addressed in whole or in part by
the provisions of Paragraph 5 [of the Settlement Agreement] (material
compliance with which shall satisfy the Master Servicer’s obligation to
service the Mortgage Loans prudently in accordance with all relevant sections
of the Governing Agreements) and (B) actions, inactions, or practices that
relate to the aspects of servicing not addressed by the provisions of Paragraph
5 [of the Settlement Agreement] that are consistent with (or improvements
over) the Master Servicer’s course of conduct prior to the Signing Date. It is
further understood and agreed that Investors may pursue such remedies as are
available under Section 10.08 (“Limitation on Rights of Certificateholders™)
of the Governing Agreements with respect to an Event of Default as to any
servicing claims not released by this Settlement.

-B-7-
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(c) Certain Individual Investor Claims. The release and waiver in
Paragraph 9 [of the Settlement Agreement] does not include any direct claims
held by Investors or their clients that do not seek to enforce any rights under
the terms of the Governing Agreements but rather are based on disclosures
made (or failed to be made) in connection with their decision to purchase, sell,
or hold securities issued by any Covered Trust, including claims under the
securities or anti-fraud laws of the United States or of any state; provided,
however, that the question of the extent to which any payment made or benefit
conferred pursuant to this Settlement Agreement may constitute an offset or
credit against, or a reduction in the gross amount of, any such claim shall be
determined in the action in which such claim is raised, and the Parties reserve
all rights with respect to the position they may take on that question in those
actions and acknowledge that all other Persons similarly reserve such rights.

(d) Financial-Guaranty Provider Rights and Obligations. To the extent
that any third-party guarantor or financial-guaranty provider with respect to
any Covered Trust has rights or obligations independent of the rights or
obligations of the Investors, the Trustee, or the Covered Trusts, the release
and waiver in Paragraph 9 [of the Settlement Agreement] is not intended to
and shall not release such rights, or impair or diminish in any respect such
obligations or any insurance or indemnity obligations owed by or to such
Person.

(e) Indemnification Rights. The Parties do not release any rights to
indemnification under the Governing Agreements including the Trustee’s
right to indemnification by the Master Servicer of the Covered Trusts.

U] Settlement Agreement Rights. The Parties do not release any
rights or claims against each other to enforce the terms of this Settlement
Agreement.

Q) Excluded Covered Trusts. The release and waiver in Paragraph 9
[of the Settlement Agreement] does not include claims with respect to any
Excluded Covered Trust.

The Trustee, all Trust Beneficiaries, the Covered Trusts, and any Persons
claiming by, through, or on behalf of any of the Trustee, the Trust
Beneficiaries, or the Covered Trusts or under the Governing Agreements, and
each of their heirs, executors, administrators, successors-in-interest, and
assigns, are hereby: (i) permanently barred and enjoined from instituting,

commencing, or prosecuting, either directly, derivatively, or in any other
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p)

capacity, any suit, proceeding, or other action asserting any of the Trust
Released Claims, against any or all of the Bank of America Parties and/or the
Countrywide Parties; (ii) conclusively determined to have fully, finally, and
forever compromised, settled, released, relinquished, discharged, and
dismissed with prejudice and on the merits the Trust Released Claims; and
(iii) permanently barred and enjoined from knowingly assisting in any way
any third party in instituting, commencing, or prosecuting any suit against any
or all of the Bank of America Parties and/or the Countrywide Parties asserting
any of the Trust Released Claims. These provisions shall also be deemed to
apply to the full and same extent to the Master Servicer of the Covered Trusts
(including the current Master Servicer, BAC HLS, and any subsequent
servicer who may in the future be substituted for the current Master Servicer
with respect to one or more of the Covered Trusts or any loans therein).

All Trust Beneficiaries and each of their heirs, executors, administrators,
successors-in-interest, and assigns, and the Bank of America Parties and the
Countrywide Parties and each of their respective heirs, executors,
administrators, successors-in-interest, and assigns, are hereby permanently
barred and enjoined from instituting, commencing, or prosecuting, either
directly, derivatively, or in any other capacity, any suit, proceeding, or other
action asserting against the Trustee any claims arising from or in connection
with the Trustee’s entry into the Settlement, including but not limited to the
Trustee’s participation in negotiations regarding the Settlement, the Trustee’s

analysis of the Settlement, the filing by the Trustee of any petition in
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q)

connection with the Settlement, the provision of notices concerning the
Settlement to Potentially Interested Persons, and any further actions by the
Trustee in support of the Settlement, including the response by the Trustee to
any objections to the Settlement and any implementation of the Settlement by
the Trustee; provided, however, that nothing herein precludes any Party from
asserting any claims arising out of a breach of the Settlement Agreement.
With the exception of prosecuting any appeals directly from this Final Order
and Judgment, all Trust Beneficiaries, the Covered Trusts, and any Persons
claiming by, through, or on behalf of any of the Trustee, the Trust
Beneficiaries, or the Covered Trusts or under the Governing Agreements, and
each of their heirs, executors, administrators, successors-in-interest, and
assigns, are hereby permanently barred and enjoined from instituting,
commencing, asserting, or prosecuting, either directly, derivatively, or in any
other capacity, any claim or objection challenging this Final Order and
Judgment, the actions of the Trustee in entering into the Settlement
Agreement or this Article 77 Proceeding.

The Trustee will not, by virtue of actions taken in seeking, or pursuant to, any
orders in this proceeding or this Final Order and Judgment, impair the rights it
has under the applicable Governing Agreements to be compensated for the
fees and expenses it incurs in discharging its duties as Trustee.

None of the Bank of America Parties, the Countrywide Parties, the
Institutional Investors, or the Trustee shall have any liability (including under

any indemnification obligation provided for in any Governing Agreement,
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including as clarified by the side-letter that is Exhibit C to the Settlement
Agreement) to each other, the Trust Beneficiaries, the Covered Trusts, or any
other Person arising out of the determination, administration, or distribution
(including distribution within each Covered Trust) of the Allocable Shares
pursuant to the Settlement or incurred by reason of any tax consequences of
the Settlement.

t) All objections to the Settlement have been considered and are overruled and
denied in all respects.

u) Without affecting the finality of this Final Order and Judgment in any respect,
the Court hereby retains exclusive jurisdiction over the Petitioner, the Covered
Trusts, and all Trust Beneficiaries (whether past, present, or future) for all
matters relating to the Settlement and this Article 77 Proceeding, including the
administration, interpretation, effectuation, or enforcement of the Settlement
Agreement and this Final Order and Judgment.

V) There is no just reason for delay in the entry of this Final Order and Judgment

and immediate entry by the Clerk of the Court is expressly directed.

Judgment entered on this day of _ , 2011.

ENTER

JSC

CLERK OF THE COURT

- B-11 -
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Exhibit C
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BAC Home Loans Servicing, LP
6400 Legacy Drive
Plano, TX 75024

June 28, 2011

The Bank of New York Mellon, as Trustee or Indenture Trustee
101 Barclay Street

New York, New York 10286

Attn: Mortgage-Backed Securities Group

Ladies and Gentlemen:
Re: Pooling and Servicing Agreements and Sale and Servicing Agreements

We refer to the Pooling and Servicing Agreements (the “ PSAS’) and Sale and Servicing
Agreements (the “SSAS’ and together with the PSAS, the “ Sale Agreements’), as applicable, for
the transactions identified on Exhibit 1 hereto, each, in PSAs, among the Depositor thereunder,
the Sellers thereunder, BAC Home Loans Servicing, LP (f/k/a Countrywide Home L oans
Servicing, LP), as Master Servicer (the“Master Servicer”) and The Bank of New Y ork Mellon
(f/k/aThe Bank of New Y ork), as trustee (or, in the case of SSAS, the indenture trustee, together
the “Trustee”) and each, in SSAs, among the Depositor thereunder, BAC Home Loans Servicing,
LP (f/k/a Countrywide Home L oans Servicing, LP), as Sponsor and Master Servicer, the Trust
thereunder and the Trustee. We also refer to the Guaranty of Bank of America Corporation,
dated as of June 28, 2011, attached hereto as Exhibit 2 (the “ Guaranty”). Capitalized terms used
but not defined in this letter have the meanings specified in the Sale Agreements.

Section 8.05 (Trustee’s Fees and Expenses) of each PSA and Section 7.03 (Master
Servicer to pay Indenture Trustee’s and Owner Trustee’s Fees and Expenses) of each SSA
(together, the “Indemnity”) each provide, in part, that “The Trustee and any director, officer,
employee or agent of the Trustee shall be indemnified by the Master Servicer and held harmless
against any loss, liability or expense (including reasonable attorneys fees) (i) incurred in
connection with any claim or legal action relating to (a) [the Sale Agreement], (b) the [applicable
securities] or (c) in connection with the performance of any of the Trustee's duties [under the
Sale Agreement], other than any loss, liability or expense incurred by reason of willful
malfeasance, bad faith or negligence in the performance of any of the Trustee' s duties hereunder
... Certain Sale Agreements aso exclude from the scope of the Indemnity “any loss, liability
or expenseincurred . . . by reason of any action of the Trustee taken at the direction of the
[investors].”*

! We note that the language referenced in this letter may vary in certain ways in the Sale Agreements.

Notwithstanding such variances, we intend this letter to apply, with same effect, to al the Sale Agreements for the
transactions identified on Exhibit 1 hereto, except if such variances are material, in which case the parties hereto will
consider in good faith how to implement the intent of this letter to such variancesif the need arises.



Case 1:11-cv-05988-UA Document 22-2 Filed 08/30/11 Pa@ﬁé@b?ﬁ@)}\?COPY

We confirm that we view any actions taken by the Trustee in connection with its entry
into the settlement in respect of Mortgage L oan repurchase and other alleged claims against the
Sellers and Master Servicer relating to the transactions identified on Exhibit 1 hereto (the
“ Settlement”), including but not limited to the Trustee' s participation in settlement negotiations,
the Trustee' s analysis of the Settlement, the filing by the Trustee of any petition in connection
with the Settlement, the provision of notices concerning the Settlement to interested parties
(including investors), and any further actions by the Trustee in support of the Settlement,
including the response by the Trustee to any objections to the Settlement and any implementation
of the Settlement by the Trustee (such actions together being the “ Trustee Settlement Activities’)
as being actions that, for purposes of the Indemnity, relate to the Sale Agreements, the applicable
securities, or the performance of the Trustee's duties under the Sale Agreements. We also
confirm that the manner of entering into the Settlement or undertaking the activities to prepare
therefor or contemplated thereby will not serve to disqualify the Trustee from receiving the
benefits of the Indemnity or the Guaranty.

We aso confirm that we view the Institutional Investor Agreement and any letter or other
correspondence from the investors or their counsel which requests that the Trustee take the
Trustee Settlement Activities, or any portion thereof, as not being the equivalent of adirection
from the investors for purposes of the Indemnity. We further confirm that neither the receipt by
the Trustee of any such letter or other correspondence nor the entry by the Trustee into the
Institutional Investor Agreement will disqualify the Trustee from receiving the benefit of either
the Indemnity or the Guaranty.

Finally, we note that the Indemnity also provides, with certain exceptions expressy
provided for, that “the Master Servicer covenants and agrees . . . to pay or reimburse the Trustee
for al reasonable expenses, disbursements and advances incurred or made by the Trustee in
accordance with any of the provisions of [the Sale Agreement] with respect to (A) the reasonable
compensation and the expenses and disbursements of its counsel not associated with the closing
of the issuance of the [applicable securities], (B) the reasonable compensation, expenses and
disbursements of any accountant, engineer or appraiser that is not regularly employed by the
Trustee, to the extent that the Trustee must engage such persons to perform acts or services
[under the Sale Agreement] and (C) printing and engraving expenses in connection with
preparing any Definitive [securities].”? We confirm that we view reasonable expenses,
disbursements and advances otherwise within the Indemnity, if incurred or made by the Trustee
in connection with the Trustee Settlement Activities, as being reimbursable by the Master
Servicer under the Indemnity.

Without limiting any of the foregoing, we confirm that following the entry by the Trustee
into the Settlement, Bank of America Corporation, BAC Home Loans Servicing, LP,
Countrywide Financial Corporation and/or Countrywide Home Loans, Inc. shall pay the
reasonable fees and expenses of the Trustee for Trustee Settlement Activities (including its
reasonable attorneys' fees and expenses) on a current and ongoing basis (including all accrued

2 We note that the language referenced in this letter may vary in certain ways in the Sale Agreements.

Notwithstanding such variances, we intend this letter to apply, with same effect, to al the Sale Agreements for the
transactions identified on Exhibit 1 hereto, except if such variances are material, in which case the parties hereto will
consider in good faith how to implement the intent of this letter to such variancesif the need arises.

2
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and unpaid fees and expenses as of the date hereof, which shall be paid in full no later than 15
days from the execution of the Settlement).

Except as noted above, nothing herein is intended to limit, modify, supersede, or in any
way affect any exceptionsto the liability of the Master Servicer under the Indemnity that are
based on the conduct of the Trustee. It is understood and agreed that the Indemnity does not
cover any loss or liability incurred by reason of any tax consequences of the Settlement or arising
out of the determination, administration or distribution (including distribution within each
Covered Trust) of the Allocable Shares pursuant to the Settlement, which the Final Order and
Judgment to be entered with respect to the Settlement shall provide shall not giverise to liability
on the part of the BNY M Parties, the Bank of America Parties or the Countrywide Parties (all as
defined in the Settlement Agreement). Nothing herein isintended to limit, modify, or in any way
affect the limitations on the liability of the Master Servicer under Section 6.03 (Limitation on
Liability of the Depositor, the Sellers, the Master Servicer and Others) of each PSA and Section
5.03 (Limitation on Liability of the Seller, the Master Servicer and Others) of each SSA.

Please acknowledge your agreement by countersigning this letter in the space provided
below and returning a copy to us.
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Sincerely,

BAC HOME LOANS SERVICING, L.P.

By:
Name: To cronce “P. Laaag Al
Title: Le'ﬁ‘"‘i‘i Asset '5erg\('£‘\nﬂ
DiiSion P\es.‘ﬁe/ﬂ']
Banak oS Amesica; N- A
87: RAC (_J:F’) LLC E s jeﬁeml ()opwer
B\fl BGAK o Ame"’f:&x} NA; s mnaﬁef\
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Accepted and Agreed:

BANK OF AMERICA CORPORATION

Tercence VP, Ziavah\id
L.__éu\'fa ("\! ﬂﬁ‘;ﬁ ger\,‘ c‘ a
Divigion %’res.ilt’ﬂ"f"fﬁ

THE BANK OF NEW YORK MELLON

By:
Name:
Title:

Filed 08/30/11 RagediaGehRlZopy
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Accepted and Agreed:

BANK OF AMERICA CORPORATION

By:
Name:
Title:

THE BANK OF NEW YORK MELLON

Hﬁfmﬁ Loml-‘m lﬂ Londbe
Titlé: V‘f\ouf‘uﬁmg/(/y\\3 e fC’f"'

EXECUTION COPY
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Exhibit 1 to Letter



Case 1:11-cv-05988-UA Document 22-2 Filed 08/30/11 Page 113 of 212

CWALT 2004-10CB
CWALT 2004-12CB
CWALT 2004-13CB
CWALT 2004-14T2
CWALT 2004-15
CWALT 2004-16CB
CWALT 2004-17CB
CWALT 2004-18CB
CWALT 2004-20T1
CWALT 2004-22CB
CWALT 2004-24CB
CWALT 2004-25CB
CWALT 2004-26T1
CWALT 2004-27CB
CWALT 2004-28CB
CWALT 2004-29CB
CWALT 2004-2CB
CWALT 2004-30CB
CWALT 2004-32CB
CWALT 2004-33
CWALT 2004-34T1
CWALT 2004-35T2
CWALT 2004-36CB
CWALT 2004-3T1
CWALT 2004-4CB
CWALT 2004-5CB
CWALT 2004-6CB
CWALT 2004-7T1
CWALT 2004-8CB
CWALT 2004-9T1
CWALT 2004-J10
CWALT 2004-J11
CWALT 2004-J12
CWALT 2004-J13
CWALT 2004-J2
CWALT 2004-J3
CWALT 2004-35
CWALT 2004-J6
CWALT 2004-J7
CWALT 2004-J8
CWALT 2004-39
CWALT 2005-10CB
CWALT 2005-11CB
CWALT 2005-14
CWALT 2005-16

Exhibit 1

CWALT 2005-17
CWALT 2005-18CB
CWALT 2005-1CB
CWALT 2005-2
CWALT 2005-20CB
CWALT 2005-21CB
CWALT 2005-23CB
CWALT 2005-24
CWALT 2005-25T1
CWALT 2005-26CB
CWALT 2005-27
CWALT 2005-28CB
CWALT 2005-29CB
CWALT 2005-30CB
CWALT 2005-31
CWALT 2005-32T1
CWALT 2005-33CB
CWALT 2005-34CB
CWALT 2005-35CB
CWALT 2005-36
CWALT 2005-37T1
CWALT 2005-38
CWALT 2005-3CB
CWALT 2005-4
CWALT 2005-40CB
CWALT 2005-41
CWALT 2005-42CB
CWALT 2005-43
CWALT 2005-44
CWALT 2005-45
CWALT 2005-46CB
CWALT 2005-47CB
CWALT 2005-48T1
CWALT 2005-49CB
CWALT 2005-50CB
CWALT 2005-51
CWALT 2005-53T2
CWALT 2005-54CB
CWALT 2005-55CB
CWALT 2005-56
CWALT 2005-57CB
CWALT 2005-58
CWALT 2005-59
CWALT 2005-60T1
CWALT 2005-61

-1-1-

CWALT 2005-63
CWALT 2005-64CB
CWALT 2005-65CB
CWALT 2005-66
CWALT 2005-67CB
CWALT 2005-69
CWALT 2005-6CB
CWALT 2005-70CB
CWALT 2005-71
CWALT 2005-72
CWALT 2005-73CB
CWALT 2005-74T1
CWALT 2005-75CB
CWALT 2005-76
CWALT 2005-7/T1
CWALT 2005-79CB
CWALT 2005-7CB
CWALT 2005-80CB
CWALT 2005-82
CWALT 2005-83CB
CWALT 2005-84
CWALT 2005-85CB
CWALT 2005-86CB
CWALT 2005-9CB
CWALT 2005-AR1
CWALT 2005-IM1
CWALT 2005-J10
CWALT 2005-J11
CWALT 2005-J12
CWALT 2005-J13
CWALT 2005-J14
CWALT 2005-J3
CWALT 2005-J4
CWALT 2005-J5
CWALT 2005-J6
CWALT 2005-J7
CWALT 2005-J8
CWALT 2005-39
CWALT 2006-11CB
CWALT 2006-12CB
CWALT 2006-13T1
CWALT 2006-14CB
CWALT 2006-15CB
CWALT 2006-16CB
CWALT 2006-17T1

CWALT 2006-18CB
CWALT 2006-19CB
CWALT 2006-20CB
CWALT 2006-21CB
CWALT 2006-23CB
CWALT 2006-24CB
CWALT 2006-25CB
CWALT 2006-26CB
CWALT 2006-27CB
CWALT 2006-28CB
CWALT 2006-29T1
CWALT 2006-2CB
CWALT 2006-30T1
CWALT 2006-31CB
CWALT 2006-32CB
CWALT 2006-33CB
CWALT 2006-34
CWALT 2006-35CB
CWALT 2006-36T2
CWALT 2006-39CB
CWALT 2006-40T1
CWALT 2006-41CB
CWALT 2006-42
CWALT 2006-43CB
CWALT 2006-45T1
CWALT 2006-46
CWALT 2006-4CB
CWALT 2006-5T2
CWALT 2006-6CB
CWALT 2006-7CB
CWALT 2006-8T1
CWALT 2006-9T1
CWALT 2006-HY 10
CWALT 2006-HY 11
CWALT 2006-HY 12
CWALT 2006-HY 13
CWALT 2006-HY 3
CWALT 2006-J1
CWALT 2006-J2
CWALT 2006-J3
CWALT 2006-J4
CWALT 2006-J5
CWALT 2006-J6
CWALT 2006-J7
CWALT 2006-J8



Case 1:11-cv-05988-UA Document 22-2 Filed 08/30/11 Page 114 of 212

CWALT 2006-OA1
CWALT 2006-OA10
CWALT 2006-OA11
CWALT 2006-OA12
CWALT 2006-OA14
CWALT 2006-OA16
CWALT 2006-OA17
CWALT 2006-OA18
CWALT 2006-OA2
CWALT 2006-OA21
CWALT 2006-OA22
CWALT 2006-OA3
CWALT 2006-OA6
CWALT 2006-OA7
CWALT 2006-OA8
CWALT 2006-OA9
CWALT 2006-OC1
CWALT 2006-OC10
CWALT 2006-OC11
CWALT 2006-OC2
CWALT 2006-OC3
CWALT 2006-OC4
CWALT 2006-OC5
CWALT 2006-OC6
CWALT 2006-OC7
CWALT 2006-OC8
CWALT 2006-OC9
CWALT 2007-10CB
CWALT 2007-11T1
CWALT 2007-12T1
CWALT 2007-13
CWALT 2007-14T2
CWALT 2007-16CB
CWALT 2007-17CB
CWALT 2007-18CB
CWALT 2007-19
CWALT 2007-1T1
CWALT 2007-20
CWALT 2007-21CB
CWALT 2007-22
CWALT 2007-23CB
CWALT 2007-24
CWALT 2007-25
CWALT 2007-2CB
CWALT 2007-3T1
CWALT 2007-4CB

CWALT 2007-5CB
CWALT 2007-6
CWALT 2007-7T2
CWALT 2007-8CB
CWALT 2007-9T1
CWALT 2007-AL1
CWALT 2007-HY 2
CWALT 2007-HY3
CWALT 2007-HY 4
CWALT 2007-HY6
CWALT 2007-HY7C
CWALT 2007-HY8C
CWALT 2007-HY9
CWALT 2007-J2
CWALT 2007-OA11
CWALT 2007-OA2
CWALT 2007-OA3
CWALT 2007-OA4
CWALT 2007-OA6
CWALT 2007-OA7
CWALT 2007-OA8
CWALT 2007-OA9
CWALT 2007-OH1
CWALT 2007-OH2
CWALT 2007-OH3
CWALT 2004-4
CWALT 2005-13CB
CWALT 2005-19CB
CWALT 2005-22T1
CWALT 2005-52CB
CWALT 2005-62
CWALT 2005-81
CWALT 2005-J1
CWALT 2005-J2
CWALT 2006-OA19
CWALT 2007-15CB
CWALT 2007-J1
CWALT 2007-OA10
CWHEQ 2006-A
CWHEQ 2007-G
CWHL 2004-11
CWHL 2004-12
CWHL 2004-13
CWHL 2004-14
CWHL 2004-15
CWHL 2004-16

-1-2-

CWHL 2004-18
CWHL 2004-19
CWHL 2004-2
CWHL 2004-20
CWHL 2004-21
CWHL 2004-22
CWHL 2004-23
CWHL 2004-24
CWHL 2004-25
CWHL 2004-29
CWHL 2004-3
CWHL 2004-5
CWHL 2004-6
CWHL 2004-7
CWHL 2004-HYB1
CWHL 2004-HY B2
CWHL 2004-HY B3
CWHL 2004-HY B4
CWHL 2004-HYB5
CWHL 2004-HY B6
CWHL 2004-HYB7
CWHL 2004-HY B8
CWHL 2004-HY B9
CWHL 2004-J2
CWHL 2004-J33
CWHL 2004-24
CWHL 2004-J5
CWHL 2004-J6
CWHL 2004-J7
CWHL 2004-38
CWHL 2004-J9
CWHL 2005-1
CWHL 2005-10
CWHL 2005-11
CWHL 2005-12
CWHL 2005-13
CWHL 2005-14
CWHL 2005-16
CWHL 2005-17
CWHL 2005-18
CWHL 2005-2
CWHL 2005-20
CWHL 2005-21
CWHL 2005-22
CWHL 2005-23
CWHL 2005-25

CWHL 2005-26
CWHL 2005-27
CWHL 2005-28
CWHL 2005-29
CWHL 2005-3
CWHL 2005-30
CWHL 2005-31
CWHL 2005-7
CWHL 2005-9
CWHL 2005-HYB1
CWHL 2005-HY B2
CWHL 2005-HY B3
CWHL 2005-HY B4
CWHL 2005-HYB5S
CWHL 2005-HY B6
CWHL 2005-HYB7
CWHL 2005-HY B8
CWHL 2005-HYB10"
CWHL 2005-J1
CWHL 2005-J2
CWHL 2005-J33
CWHL 2005-J4
CWHL 2006-1
CWHL 2006-10
CWHL 2006-11
CWHL 2006-12
CWHL 2006-13
CWHL 2006-14
CWHL 2006-15
CWHL 2006-16
CWHL 2006-17
CWHL 2006-18
CWHL 2006-19
CWHL 2006-20
CWHL 2006-21
CWHL 2006-3
CWHL 2006-6
CWHL 2006-8
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CWHL 2006-J1
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Exhibit 2 to Letter
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GUARANTY

This GUARANTY (as amended, supplemented, amended and restated or otherwise
modified from time to time, this “Guaranty”), dated as of June 28, 2011, is made by BANK OF
AMERICA CORPORATION (the “Guarantor”), in favor of THE BANK OF NEW YORK
MELLON (f/k/a THE BANK OF NEW YORK) (the “Guaranteed Party”).

WITNESSETH:

WHEREAS, pursuant to the Pooling and Servicing Agreements and Sale and Servicing
Agreements for the transactions identified on Exhibit 1 hereto (together the “Sale Agreements,”
and each a “Sale Agreement”), each, in Pooling and Servicing Agreements, among the Depositor
thereunder, the Sellers thereunder, BAC Home Loans Servicing, L.P. (f/k/a Countrywide Home
Loans Servicing, L.P.), as Master Servicer (the “Master Servicer”) and the Guaranteed Party, as
Trustee, and each, in Sale and Servicing Agreements, among the Depositor thereunder, BAC
Home Loans Servicing, L.P. (f/k/a Countrywide Home Loans Servicing, L.P.), as Sponsor and
Master Servicer, the Trust thereunder and the Guaranteed Party, as Indenture Trustee, the Master
Servicer agreed to indemnify the Guaranteed Party in respect of certain losses, liabilities and
expenses that might be incurred by the Guaranteed Party thereunder; and

WHEREAS, in connection with the activities of the Guaranteed Party that relate to the
settlement of Mortgage Loan repurchase and other claims now or hereafter arising against the
Sellers and/or the Master Servicer relating to the transactions identified on Exhibit 1 hereto (the
“Settlement”), the Guarantor has agreed to execute and deliver this Guaranty.

NOW THEREFORE, for good and valuable consideration the receipt of which is hereby
acknowledged, the Guarantor agrees, for the benefit of the Guaranteed Party, as follows.

ARTICLE |
DEFINITIONS

SECTION 1.1. Certain Terms. The following terms (whether or not underscored) when
used in this Guaranty, including its preamble and recitals, shall have the following meanings
(such definitions to be equally applicable to the singular and plural forms thereof):

“Guaranteed Party” is defined in the preamble.

“Guarantor” is defined in the preamble.
“Guaranty” is defined in the preamble.

“Master Servicer” is defined in the first recital.

“Material Adverse Effect” means a material adverse effect on (i) the business, assets,
operations, prospects or condition, financial or otherwise, of the Guarantor or (ii) the ability of
the Guarantor to perform any of its obligations under this Guaranty.
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“Obligations” means the payment obligations of the Master Servicer, whether now or
hereafter arising, direct or indirect, absolute or contingent, under any Sale Agreement, in
accordance with the terms and conditions thereof, to indemnify, hold harmless or otherwise
reimburse the Guaranteed Party against certain losses, liabilities or expenses that may arise in
connection with the Settlement.

“Parties” means the Guarantor and the Guaranteed Party.

“Sale Agreement” is defined in the first recital.

“Settlement” is defined in the second recital.

SECTION 1.2. Sale Agreement Definitions. Unless otherwise defined herein or the
context otherwise requires, terms used in this Guaranty, including its preamble and recitals, have
the meanings provided in each applicable Sale Agreement solely with regard to that Sale
Agreement (and not the other Sale Agreements).

ARTICLE Il
GUARANTY PROVISIONS

SECTION 2.1. Guaranty. The Guarantor hereby absolutely, unconditionally and
irrevocably guarantees the full and punctual payment when due of all existing and future
Obligations and indemnifies and holds harmless the Guaranteed Party for any and all costs and
expenses (including reasonable attorneys’ fees and expenses) incurred by the Guaranteed Party
in enforcing any rights under this Guaranty. This Guaranty constitutes a guaranty of payment
when due and not of collection, and the Guarantor specifically agrees that it shall not be
necessary or required that the Guaranteed Party exercise any right, assert any claim or demand or
enforce any remedy whatsoever against the Master Servicer or any other Person before or as a
condition to the obligations of the Guarantor hereunder.

SECTION 2.2. Reinstatement, etc. The Guarantor hereby agrees that this Guaranty shall
continue to be effective or shall be reinstated, as the case may be, if at any time any payment (in
whole or in part) of any of the Obligations is invalidated, declared to be fraudulent or
preferential, set aside, rescinded or must otherwise be restored by the Guaranteed Party as though
such payment had not been made.

SECTION 2.3. Guaranty Absolute, etc. This Guaranty shall in all respects be a
continuing, absolute, unconditional and irrevocable guaranty of payment, and shall remain in full
force and effect until the Obligations shall have been paid in full in cash and the Master Servicer
shall have no further obligation under any Sale Agreement to indemnify, hold harmless or
otherwise reimburse the Guaranteed Party. The Guarantor guarantees that the Obligations of the
Master Servicer will be paid strictly in accordance with the terms of each Sale Agreement under
which they arise. The liability of the Guarantor under this Guaranty shall be absolute,
unconditional and irrevocable irrespective of:

(a) any lack of validity, legality or enforceability of the Obligations;

2
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(b) whether or not the Settlement is ever finally approved or consummated;

(c) the failure of the Guaranteed Party (i) to assert any claim or demand or to
enforce any right or remedy against the Master Servicer or any other Person under the
provisions of any Sale Agreement or otherwise, or (ii) to exercise any right or remedy
against any other guarantor of, or collateral securing, any Obligations;

(d) any amendment to, rescission, waiver or other modification of, or any consent
to or departure from, any of the terms of any Sale Agreement; or

(e) any other circumstance (other than payment of the Obligations in full in cash)
which might otherwise constitute a legal or equitable discharge of any surety or any
guarantor.

SECTION 2.4. Waiver, etc. The Guarantor hereby waives promptness, diligence, notice
of acceptance and any other notice with respect to any of the Obligations and this Guaranty and
any requirement that the Guaranteed Party exhaust any right or take any action against the
Master Servicer or any other Person (including any other guarantor) or entity or any collateral
securing the Obligations, as the case may be.

SECTION 2.5. Postponement of Subrogation, etc. The Guarantor agrees that it will not
exercise any rights which it may acquire by way of rights of subrogation until all of the
Obligations shall have been paid in full in cash and the Master Servicer shall have no further
obligation under any Sale Agreement to indemnify, hold harmless or otherwise reimburse the
Guaranteed Party in respect of the Obligations. Any amount paid to the Guarantor on account of
any such subrogation right in violation of the foregoing limitation shall be held in trust for the
benefit of the Guaranteed Party and shall immediately be paid and turned-over to the Guaranteed
Party in the exact form received by the Guarantor (duly endorsed in favor of the Guaranteed
Party, if required) to be credited and applied against the Obligations.

SECTION 2.6. Payments. The Guarantor hereby agrees with the Guaranteed Party that
all payments made by the Guarantor hereunder will be made in lawful currency of the United
States to the Guaranteed Party, without set-off, counterclaim or other defense (other than that
payment is not due) and without withholding or deduction for or on account of any present or
future taxes, duties or other charges, unless the withholding or deduction of such taxes or duties
IS required by law.

ARTICLE 11
REPRESENTATIONS AND WARRANTIES

SECTION 3.1. Representations. The Guarantor hereby represents and warrants to the
Guaranteed Party as set forth below.

(a) The Guarantor is a corporation incorporated under the laws of the State of
Delaware, duly organized or formed, validly existing and in good standing and is duly
qualified to do business, and is in good standing in, every jurisdiction in which the nature

3
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of its business requires it to be so qualified, except where the failure to be so qualified
would not reasonably be expected to have a Material Adverse Effect. This Guaranty has
been duly authorized, executed and delivered by the Guarantor;

(b) the execution, delivery and performance of this Guaranty have been and
remain duly authorized by all necessary organizational action and do not contravene any
provision of (i) the Guarantor’s organizational documents, (ii) any law, rule or regulation,
(iii) any contractual restriction binding on Guarantor or its property or (iv) any order,
writ, judgment, award, injunction or decree binding on or affecting the Guarantor or its
property, except in the case of the foregoing clauses (ii) through (iv), where such
contravention would not reasonably be expected to have a Material Adverse Effect and
would not reasonably be expected to impose any liability on the Guaranteed Party;

(c) all consents, licenses, clearances, authorizations and approvals of, and
registrations and declarations with, any governmental authority or regulatory body
necessary for the due execution, delivery and performance of this Guaranty have been
obtained and remain in full force and effect and all conditions thereof have been duly
complied with, except where the failure to so obtain such consents, licenses, clearances,
authorizations and approvals, registration or declarations or to satisfy the conditions
thereof would not reasonably be expected to have a Material Adverse Effect, and no other
action by, and, except as contemplated herein, no notice to or filing with any
governmental authority or regulatory body is required in connection with the execution,
delivery or performance of this Guaranty; and

(d) this Guaranty constitutes the legal, valid and binding obligation of the
Guarantor enforceable against the Guarantor in accordance with its terms, subject to
general principles of equity and applicable bankruptcy, insolvency, reorganization or
similar laws affecting creditors’ rights generally.

ARTICLE IV
MISCELLANEOUS PROVISIONS

SECTION 4.1. Binding on Successors, Transferees and Assigns; Assignment. This
Guaranty shall be binding upon the Guarantor and its successors, transferees and assigns and
shall inure to the benefit of and be enforceable by the Guaranteed Party and its successors,
transferees and assigns.

SECTION 4.2. Amendments, etc. No amendment to or waiver of any provision of this
Guaranty, nor consent to any departure by the Guarantor herefrom, shall in any event be
effective unless the same shall be in writing and signed by the Guaranteed Party and the
Guarantor and then such waiver or consent shall be effective only in the specific instance and for
the specific purpose for which given.

SECTION 4.3. Notices. All notices and other communications provided for hereunder
shall be in writing (including facsimile communication) and mailed, telecopied or delivered to
the Guarantor, attention Edward P. O’Keefe, General Counsel, Bank of America Corporation, at

4
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100 N. Tryon Street, Charlotte, North Carolina 28255-0001, or, if such notice or communication
is to the Guaranteed Party, attention Jane Sherburne, General Counsel, The Bank of New York
Mellon, at One Wall Street, New York, New York 10286. All such notices and other
communications, when mailed and properly addressed with postage prepaid or if properly
addressed and sent by pre-paid courier service, shall be deemed given when received; any such
notice or communication, if transmitted by facsimile, shall be deemed given when the
confirmation of transmission thereof is received by the transmitter.

SECTION 4.4. No Waiver; Remedies. In addition to, and not in limitation of, Section
2.3 and Section 2.4, no failure on the part of the Guaranteed Party to exercise, and no delay in
exercising, any right hereunder shall operate as a waiver thereof, nor shall any single or partial
exercise of any right hereunder preclude any other or further exercise thereof or the exercise of
any other right. The remedies herein provided are cumulative and not exclusive of any remedies
provided by law.

SECTION 4.5. Captions. Section captions used in this Guaranty are for convenience of
reference only, and shall not affect the construction of this Guaranty.

SECTION 4.6. Severability. Wherever possible each provision of this Guaranty shall be
interpreted in such a manner as to be effective and valid under applicable law, but if any
provision of this Guaranty shall be prohibited by or invalid under such law, such provision shall
be ineffective to the extent of such prohibition or invalidity, without invalidating the remainder
of such provision or the remaining provisions of this Guaranty.

SECTION 4.7. Governing Law, Entire Agreement, etc. THIS GUARANTY SHALL
BE DEEMED TO BE A CONTRACT MADE UNDER AND GOVERNED BY THE
INTERNAL LAWS OF THE STATE OF NEW YORK (INCLUDING FOR SUCH
PURPOSE SECTIONS 5-1401 AND 5-1402 OF THE GENERAL OBLIGATIONS LAW
OF THE STATE OF NEW YORK). THIS GUARANTY CONSTITUTES THE ENTIRE
UNDERSTANDING AMONG THE PARTIES HERETO WITH RESPECT TO THE
SUBJECT MATTER HEREOF AND SUPERSEDES ANY PRIOR AGREEMENTS,
WRITTEN OR ORAL, WITH RESPECT THERETO.

SECTION 4.8. Forum Selection and Consent to Jurisdiction. ANY LITIGATION
BASED HEREON, OR ARISING OUT OF, UNDER, OR IN CONNECTION WITH,
THIS GUARANTY, OR ANY COURSE OF CONDUCT, COURSE OF DEALING,
STATEMENTS (WHETHER ORAL OR WRITTEN) OR ACTIONS OF THE
GUARANTEED PARTY OR THE GUARANTOR SHALL BE BROUGHT AND
MAINTAINED IN THE COURTS OF THE STATE OF NEW YORK, NEW YORK
COUNTY OR IN THE UNITED STATES DISTRICT COURT FOR THE SOUTHERN
DISTRICT OF NEW YORK. EACH PARTY HEREBY EXPRESSLY AND
IRREVOCABLY SUBMITS TO THE EXCLUSIVE JURISDICTION OF THE COURTS
OF THE STATE OF NEW YORK, NEW YORK COUNTY AND OF THE UNITED
STATES DISTRICT COURT FOR THE SOUTHERN DISTRICT OF NEW YORK FOR
THE PURPOSE OF ANY SUCH LITIGATION AS SET FORTH ABOVE. EACH
PARTY IRREVOCABLY CONSENTS TO THE SERVICE OF PROCESS BY
REGISTERED MAIL, POSTAGE PREPAID, OR BY PERSONAL SERVICE WITHIN

5
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OR WITHOUT THE STATE OF NEW YORK TO THE INDIVIDUAL DESIGNATED
TO RECEIVE NOTICES UNDER SECTION 4.3. EACH PARTY HEREBY
EXPRESSLY AND IRREVOCABLY WAIVES, TO THE FULLEST EXTENT
PERMITTED BY LAW, ANY OBJECTION WHICH IT MAY HAVE OR HEREAFTER
MAY HAVE TO THE LAYING OF VENUE OF ANY SUCH LITIGATION BROUGHT
IN ANY SUCH COURT REFERRED TO ABOVE AND ANY CLAIM THAT ANY SUCH
LITIGATION HAS BEEN BROUGHT IN AN INCONVENIENT FORUM. TO THE
EXTENT THAT ANY PARTY HAS OR HEREAFTER MAY ACQUIRE ANY
IMMUNITY FROM JURISDICTION OF ANY COURT OR FROM ANY LEGAL
PROCESS (WHETHER THROUGH SERVICE OR NOTICE, ATTACHMENT PRIOR
TO JUDGMENT, ATTACHMENT IN AID OF EXECUTION OR OTHERWISE) WITH
RESPECT TO ITSELF OR ITS PROPERTY, SUCH PARTY HEREBY IRREVOCABLY
WAIVES SUCH IMMUNITY IN RESPECT OF ITS OBLIGATIONS UNDER THIS
GUARANTY.

SECTION 4.9. Counterparts, etc. This Guaranty may be executed by the Parties hereto
in several counterparts, each of which shall be deemed to be an original and all of which shall
constitute together but one and the same agreement. A copy of this Guaranty executed and
delivered by facsimile or in electronic form, including as a PDF file, shall be effective as
delivery of an originally executed counterpart of this Guaranty.

SECTION 4.10. Counsel Representation. EACH PARTY ACKNOWLEDGES AND
AGREES THAT IT HAS BEEN REPRESENTED BY COMPETENT COUNSEL IN THE
NEGOTIATION OF THIS GUARANTY, AND THAT ANY RULE OR CONSTRUCTION
OF LAW ENABLING ANY PARTY TO ASSERT THAT ANY AMBIGUITIES OR
INCONSISTENCIES IN THE DRAFTING OR PREPARATION OF THE TERMS OF
THIS GUARANTY SHOULD DIMINISH ANY RIGHTS OR REMEDIES OF THE
OTHER PARTY ARE HEREBY WAIVED.

SECTION 4.11. Waiver of Jury Trial. EACH PARTY HEREBY KNOWINGLY,
VOLUNTARILY AND INTENTIONALLY WAIVES ANY RIGHTS IT MAY HAVE TO
A TRIAL BY JURY IN RESPECT OF ANY LITIGATION BASED HEREON, OR
ARISING OUT OF, UNDER, OR IN CONNECTION WITH, THIS GUARANTY OR
ANY COURSE OF CONDUCT, COURSE OF DEALING, STATEMENTS (WHETHER
ORAL OR WRITTEN) OR ACTIONS OF THE OTHER PARTY. EACH PARTY
ACKNOWLEDGES AND AGREES THAT IT HAS RECEIVED FULL AND
SUFFICIENT CONSIDERATION FOR THIS PROVISION.
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IN WITNESS WHEREOF, this Guaranty has been duly executed and delivered by the
Guarantor to the Guaranteed Party as of the date first above written.

BANK OF AMERICA CORPORATION

N

Title: ) egacy Asset gprv§¢|N¢3
D wwsS e (/\\‘93 dent

ACCEPTED AND AGREED:
THE BANK OF NEW YORK MELLON

By:
Title:
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IN WITNESS WHEREOF, this Guaranty has been duly exccuted and delivered by the
Guarantor to the Guaranteed Party as of the date first above wrilten.

BANK OF AMERICA CORPORATION

By:

Title:

ACCEPTED AND AGREED:

THE BANK OF NEW YORK MELLON

o el sz
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Exhibit 1 to Guaranty
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CWALT 2007-8CB
CWALT 2007-9T1
CWALT 2007-AL1
CWALT 2007-HY 2
CWALT 2007-HY3
CWALT 2007-HY 4
CWALT 2007-HY6
CWALT 2007-HY7C
CWALT 2007-HY8C
CWALT 2007-HY9
CWALT 2007-J2
CWALT 2007-OA11
CWALT 2007-OA2
CWALT 2007-OA3
CWALT 2007-OA4
CWALT 2007-OA6
CWALT 2007-OA7
CWALT 2007-OA8
CWALT 2007-OA9
CWALT 2007-OH1
CWALT 2007-OH2
CWALT 2007-OH3
CWALT 2004-4
CWALT 2005-13CB
CWALT 2005-19CB
CWALT 2005-22T1
CWALT 2005-52CB
CWALT 2005-62
CWALT 2005-81
CWALT 2005-J1
CWALT 2005-J2
CWALT 2006-OA19
CWALT 2007-15CB
CWALT 2007-J1
CWALT 2007-OA10
CWHEQ 2006-A
CWHEQ 2007-G
CWHL 2004-11
CWHL 2004-12
CWHL 2004-13
CWHL 2004-14
CWHL 2004-15
CWHL 2004-16

-1-2-

CWHL 2004-18
CWHL 2004-19
CWHL 2004-2
CWHL 2004-20
CWHL 2004-21
CWHL 2004-22
CWHL 2004-23
CWHL 2004-24
CWHL 2004-25
CWHL 2004-29
CWHL 2004-3
CWHL 2004-5
CWHL 2004-6
CWHL 2004-7
CWHL 2004-HYB1
CWHL 2004-HY B2
CWHL 2004-HY B3
CWHL 2004-HY B4
CWHL 2004-HYB5
CWHL 2004-HY B6
CWHL 2004-HYB7
CWHL 2004-HY B8
CWHL 2004-HY B9
CWHL 2004-J2
CWHL 2004-J33
CWHL 2004-24
CWHL 2004-J5
CWHL 2004-J6
CWHL 2004-J7
CWHL 2004-38
CWHL 2004-J9
CWHL 2005-1
CWHL 2005-10
CWHL 2005-11
CWHL 2005-12
CWHL 2005-13
CWHL 2005-14
CWHL 2005-16
CWHL 2005-17
CWHL 2005-18
CWHL 2005-2
CWHL 2005-20
CWHL 2005-21
CWHL 2005-22
CWHL 2005-23
CWHL 2005-25

CWHL 2005-26
CWHL 2005-27
CWHL 2005-28
CWHL 2005-29
CWHL 2005-3
CWHL 2005-30
CWHL 2005-31
CWHL 2005-7
CWHL 2005-9
CWHL 2005-HYB1
CWHL 2005-HY B2
CWHL 2005-HY B3
CWHL 2005-HY B4
CWHL 2005-HYB5S
CWHL 2005-HY B6
CWHL 2005-HYB7
CWHL 2005-HY B8
CWHL 2005-HYB10"
CWHL 2005-J1
CWHL 2005-J2
CWHL 2005-J33
CWHL 2005-J4
CWHL 2006-1
CWHL 2006-10
CWHL 2006-11
CWHL 2006-12
CWHL 2006-13
CWHL 2006-14
CWHL 2006-15
CWHL 2006-16
CWHL 2006-17
CWHL 2006-18
CWHL 2006-19
CWHL 2006-20
CWHL 2006-21
CWHL 2006-3
CWHL 2006-6
CWHL 2006-8
CWHL 2006-9
CWHL 2006-HYB1
CWHL 2006-HY B2
CWHL 2006-HY B3
CWHL 2006-HY B4
CWHL 2006-HYB5

! Appears on Bloomberg
as CWHL 2005-HY 10
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CWHL 2006-J1
CWHL 2006-J2
CWHL 2006-J3
CWHL 2006-J4
CWHL 2006-OA4
CWHL 2006-OA5
CWHL 2006-TM1
CWHL 2007-1
CWHL 2007-10
CWHL 2007-11
CWHL 2007-12
CWHL 2007-13
CWHL 2007-14
CWHL 2007-15
CWHL 2007-16
CWHL 2007-17
CWHL 2007-18
CWHL 2007-19
CWHL 2007-2
CWHL 2007-20
CWHL 2007-21
CWHL 2007-3
CWHL 2007-4
CWHL 2007-5
CWHL 2007-6
CWHL 2007-7
CWHL 2007-8
CWHL 2007-9
CWHL 2007-HY 1
CWHL 2007-HY 3
CWHL 2007-HY 4
CWHL 2007-HY5
CWHL 2007-HY 6
CWHL 2007-HY7
CWHL 2007-HYB1
CWHL 2007-HYB2
CWHL 2007-J1
CWHL 2007-J32
CWHL 2007-J3
CWHL 2008-1
CWHL 2004-10
CWHL 2004-4
CWHL 2004-8
CWHL 2004-9
CWHL 2005-15
CWHL 2005-24

CWHL 2005-5
CWHL 2005-6
CWL 2004-1
CWL 2004-11
CWL 2004-14
CWL 2004-2
CWL 2004-3
CWL 2004-4
CWL 2004-5
CWL 2004-6
CWL 2004-7
CWL 2004-AB2
CWL 2004-BC2
CWL 2004-BC3
CWL 2004-BC4
CWL 2004-BC5

CWL 2004-ECC1
CWL 2004-ECC2

CWL 2004-S1
CWL 2004-SD2
CWL 2004-SD3
CWL 2004-SD4
CWL 2005-10
CWL 2005-2
CWL 2005-5
CWL 2005-6
CWL 2005-8
CWL 2005-9
CWL 2005-AB1
CWL 2005-AB2
CWL 2005-AB3
CWL 2005-AB4
CWL 2005-AB5
CWL 2005-BC1
CWL 2005-BC2
CWL 2005-BC3
CWL 2005-BC4
CWL 2005-BC5

CWL 2005-HY B9?

CWL 2005-IM1
CWL 2005-IM2
CWL 2005-IM3
CWL 2005-SD1
CWL 2005-SD2

2 Appears on Bloomberg

as CWHL 2005-HY B9

-1-3-

CWL 2005-SD3
CWL 2006-1
CWL 2006-10
CWL 2006-12
CWL 2006-14
CWL 2006-16
CWL 2006-17
CWL 2006-18
CWL 2006-19
CWL 2006-2
CWL 2006-20
CWL 2006-24
CWL 2006-25
CWL 2006-3
CWL 2006-4
CWL 2006-5
CWL 2006-6
CWL 2006-7
CWL 2006-8
CWL 2006-9

CWL 2006-ABC1

CWL 2006-BC1
CWL 2006-BC2
CWL 2006-BC3
CWL 2006-BC4
CWL 2006-BC5
CWL 2006-IM1
CWL 2006-QH1
CWL 2006-SD1
CWL 2006-SD2
CWL 2006-SD3
CWL 2006-SD4
CWL 2006-SPS1
CWL 2006-SPS2
CWL 2007-10
CWL 2007-11
CWL 2007-12
CWL 2007-3
CWL 2007-5
CWL 2007-6
CWL 2007-7
CWL 2007-8
CWL 2007-9
CWL 2007-BC1
CWL 2007-BC2
CWL 2007-BC3

CWL 2007-SD1
CWL 2007-SEA1
CWL 2007-SEA2
CWL 2004-10
CWL 2004-12
CWL 2004-13
CWL 2004-15
CWL 2004-8
CWL 2004-9
CWL 2004-AB1
CWL 2005-1
CWL 2005-11
CWL 2005-12
CWL 2005-13
CWL 2005-14
CWL 2005-15
CWL 2005-16
CWL 2005-17
CWL 2005-3
CWL 2005-4
CWL 2005-7
CWL 2006-11
CWL 2006-13
CWL 2006-15
CWL 2006-21
CWL 2006-22
CWL 2006-23
CWL 2006-26
CWL 2007-1
CWL 2007-13
CWL 2007-2
CWL 2007-4
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Exhibit D

Grounds for Trustee’s Objection to Selected Subservicers

Is not approved as a servicer by one or more of FNMA, FHLMC, or GNMA (for

the avoidance of doubt, there can be no objection on this ground if a subservicer is

approved as a servicer by any one of FNMA, FHLMC, or GNMA);

Does not have appropriate and adequate core infrastructure (staff, facilities and

technology) to accommodate incremental volume;

Does not have a demonstrated ability to scale out effectively loan volumes in the

magnitude of loans transfer being contemplated;

Does not have a credible plan to support loan volume additions for the relevant

product types,

Is currently experiencing or has recently experienced excessive staff turnover;

At least 90% of call center staff must be primarily resident in the United States and

all call center staff must have experience relating to servicing in various geographic

regions of the country;
Inadequate levels of workload ratios per staff member;

Excessive or unusual outstanding customer disputes and complaints;

Internal and external audit / regulatory report ratings, underlying issues identified

and corrective actions taken to correct any deficiencies noted;

Cannot have weighted average age of REO inventory for its non-Agency RMBS

portfolio greater than 270 days;

Whether the selected subservicer is an affiliate of an operational Subservicer and

whether transfer to the selected subservicer would violate the requirement that only

one Bank of America entity or affiliate serve as a subservicer; and

Valid licensing exists for al states relevant to the servicing of the particular pool for

which servicing will be transferred.

-D-1-
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Exhibit E

Representative Subservicer Compensation

Boarding Fees:
Manual Boarding:  $25 per Mortgage Loan
Electronic Boarding: $15 per Mortgage L oan

De-Boarding Fee:
$15 per Mortgage Loan (fee will be increased to $50 if Mortgage Loan is transferred within 6
months of boarding)

Base Fee:
For each Mortgage L oan, a monthly fee pursuant to the chart below

End of Month Status VVolume: Less than 1,000 1,000+
0-29 Days Past Due $30 $25

30-89 Days Past Due $60 $55

90+ Days Past Due $125 $100

Foreclosure $125 $100

Bankruptcy $100 $90

REO Property $75 $65

Incentive Fees

Incentive Fee Type Incentive Amount
No contact incentive® $100
Paid in Full 1.50% of UPB — Minimum: $500; Maximum: $5,000
(previously 60+ days past due)
Short Payoff 1.25% of UPB — Minimum: $500; Maximum: $5,000
(Refinance or Note Sale)
Modifications” 1.50% of UPB
Payment Plan or other workouts 0.75% of UPB
Short Salée® 1.50% of Sales Price — Minimum: $500; Maximum: $5,000
Deed in Lieu 0.5% of UPB — Minimum: $500; Maximum: $3,000
REO Disposition® 1.00% of Sales Price —Minimum: $750; Maximum: $5,000

! To earn the no contact incentive fee, the Subservicer must take a no contact account and establish produc-

tive contact with the borrower (even if that productive contact does not result in a workout).

2 In order for the Subservicer to earn the modification incentive fee, the borrower must remain current for 12
months post-modification.

3 The short sale incentive fee will be reduced if the Subservicer is able to collect areferral or transaction
management fee from the listing broker.

4 The REO incentive fee will be targeted at 1% of REO sale price, but will vary based on timeto liquidation
and the percent of market value received. Additionally, thisfee will be reduced if the Subservicer is ableto collect a
referral or transaction management fee from the listing broker.
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Exhibit F

Fee Schedule for Institutional Investors’ Counsel

1. On a current, monthly basis following the Signing Date, Bank of America shall pay the
reasonabl e out-of-pocket costs incurred after the Signing Date by Gibbs & BrunsLLP, as
the Institutional Investors counsel, in fulfilling the Institutional Investors' obligationsin
connection with the Institutional Investor Agreement, including without limitation any
reasonable fees and out-of-pocket costs incurred by the Institutional Investors local
counsel retained in connection with the Intervention contemplated by the Institutional
Investor Agreement.

2. Within thirty (30) days of the Approval Date, Bank of America shall pay the total sum of
eighty-five million dollars ($85,000,000.00) to Gibbs & Bruns LLP as attorneys fees
(and for pre-Signing Date out-of-pocket costs) for the Institutional Investors counsel;
provided that if any Covered Trusts become Excluded Covered Trusts, such fees will be
reduced by a percentage amount equal to the percentage of the unpaid principal balance
(as of the last Trustee report before the Approval Date) of al 530 Covered Trusts
contained in such Excluded Covered Trusts. For purposes of calculating the percentage
of unpaid principal balance for any Excluded Covered Trusts in connection with this
paragraph, the unpaid principal balance of any Covered Trust that became an Excluded
Covered Trust at the election of Bank of America or Countrywide pursuant to Paragraph
3(d)(iv) of the Settlement Agreement shall be excluded. This payment of attorneys fees
shall not be deducted or credited in any way against, and is over and above, the
Settlement Payment.

-F-1-
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EXHIBIT B



I NDEX NO. UNASS| GNED

FTLED. NEW YORK COUNTY CLERK - PENDI NG
NYSCEF Doc. No Gase 1:11-cv-05988-UA Document 22-2  Filed 08/30/11 Paged33ed a%28ceF: 06/ 29/ 2011

SUPREME COURT OF THE STATE OF NEW YORK
COUNTY OF NEW YORK

In the matter of the application of

THE BANK OF NEW YORK MELLON, :

(as Trustee under various Pooling and Servicing : Index No. 651786/2011

Agreements and Indenture Trustee under various :

Indentures), ; VERIFIED PETITION
Petitioner,

for an order, pursuant to CPLR 8§ 7701, seeking

judicia instructions and approval of a proposed
settlement.

Petitioner, The Bank of New York Méellon (“BNY Mellon” or “Trustee”), solely in its
capacity as trustee of the five hundred and thirty (530) residential mortgage-securitization trusts
listed on Exhibit A hereto (the “Trusts’), by its attorneys Mayer Brown LLP, for its verified
petition pursuant to CPLR § 7701, alleges asfollows:

INTRODUCTION

1. The Trustee has exercised its good faith judgment that a settlement of potential
claims belonging to the Trusts is reasonable. This settlement requires a payment of $8.5 billion
into the Trusts, and the implementation of meaningful mortgage loan servicing improvements. It
takes into account, among other things, the legal and factual defenses to the Trustee's claims, the
extraordinary burden and cost of a litigation that could last many years, the inability of the
prospective defendant directly liable on the claims to pay a judgment in the amount of the
settlement, and the strength of corporate separateness arguments that could shield that entity’s
parent company from having to satisfy any judgment. This proceeding is commenced by the

Trustee for the purpose of seeking judicial instructions and approval of that settlement.


ME007125
TextBox
651786/2011
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2. The Trusts were established during the period 2004-2008 through a process
known as securitization. In the typical residential mortgage-backed securitization, a loan
originator, or “Seller,” sold portfolios of loans secured by mortgages on residential properties
(“Mortgage Loans’) to another entity, known as a “Depositor.” The Depositor conveyed the
Mortgage Loans to BNY Méllon, as Trustee, to hold in trust. Certificates or notes evidencing
various categories of ownership interests in the Trusts were then sold through an underwriter to
investors. These investors are called “ Certificateholders’ or “Noteholders’ (referred to herein as
“Certificateholders’ or “Trust Beneficiaries’). A “Master Servicer” was charged with
responsibility for, among other things, collecting debt service payments on the Mortgage L oans,
taking any necessary enforcement action against borrowers, and distributing payments on a
monthly basis to the Trustee for distribution to the Certificateholders.

3. All but seventeen of the Trusts are evidenced by separate contracts known as
Pooling and Servicing Agreements (the “PSAS’) under which BNY Méllon is the trustee. The
remainder are evidenced by indentures and related Sale and Servicing Agreements (“SSAS’)
under which BNY Meéllon is the indenture trustee. The PSAs, indentures, and SSAs are
collectively referred to herein as the “ Governing Agreements.” They are governed by New Y ork
law.

4, Although the Governing Agreements for each of these securitizations are separate
agreements that were individually negotiated and, in some instances, display degrees of variation
from one another, the terms that are pertinent to the subject matter of the Petition are
substantively similar. The Governing Agreements each contain a series of representations and
warranties made by each Seller for the benefit of the Trust. These include representations that

the Mortgage Loans were underwritten in al material respects in accordance with certain
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underwriting guidelines; that the origination, underwriting and collection practices of the Seller
and Master Servicer have been legal, prudent and customary in the mortgage lending and
servicing business; that the Mortgage Loans conform in all material respects to their descriptions
in the investor disclosure documents; and that the Mortgage L oans were originated in accordance
with al applicable laws.

5. The Governing Agreements also impose servicing obligations on the Master
Servicer, requiring, among other things, that the Master Servicer service and administer the
Mortgage Loans in accordance with the terms of the Governing Agreements and the customary
and usual standards of practice of prudent mortgage loan servicers.

6. A substantial dispute has arisen concerning the Sellers alleged breaches of
representations and warranties in the Governing Agreements, and the Master Servicer’s alleged
violations of prudent servicing obligations.

7. These alegations were made beginning in June 2010 by a group of
Certificateholders that includes some of the world's largest and most sophisticated investors.
This group of investors (the “Institutional Investors’) included, or has grown to include,
Blackrock Financial Management, Inc. and its affiliates, Pacific Investment Management
Company LLC, Federal Home Loan Mortgage Corporation (“Freddie Mac”), Goldman Sachs
Asset Management L.P., Maiden Lane LLC, Maiden Lane Il LLC, Maiden Lane Il LLC,* Kore
Advisors, L.P., Neuberger Berman Europe Limited, Western Asset Management Company,
Metropolitan Life Insurance Company, Trust Company of the West and the affiliated companies
controlled by The TCW Group, Inc., Teachers Insurance and Annuity Association of America,

Invesco Advisers, Inc., Thrivent Financial for Lutherans, Landesbank Baden-Wuerttemberg and

! The Maiden Lane entities were formed by the Federal Reserve Bank of New Y ork, pursuant to Section

13(3) of the Federal Reserve Act, to support lending to financial institutions severely affected by the 2007-2008
economic crisis.
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LBBW Asset Management (Ireland) PLC, Dublin, ING Capital LLC, ING Bank fsh, ING
Investment Management LLC, New York Life Investment Management LLC, certain
Nationwide Insurance entities, certain AEGON entities, Federa Home Loan Bank of Atlanta,

Bayerische Landesbank, and Prudential Investment Management, Inc.

8. Collectively, the Institutional Investors current holdings are in the tens of billions
of dollars.
0. The Sellers in each of the Trusts are any or all of Countrywide Home Loans, Inc.

(“CHL"), Park Granada LLC, Park Monaco, Inc., Park Sienna LLC and Countrywide LFT LLC.
The Master Servicer is BAC Home Loans Servicing, LP, formerly known as Countrywide Home
Loans Servicing, LP (“BAC HLS’). For purposes of this Petition, CHL and its parent,
Countrywide Financial Corporation (“CFC”), will be referred to collectively as “Countrywide.”
BAC HLS and its parent, Bank of America Corporation (“BAC”), will be referred to collectively
as “Bank of America” The Institutional Investors have alleged that BAC is liable for the
obligations of Countrywide with respect to the alleged breaches of the Governing Agreements.”
10.  Since November 2010, the Institutional Investors, with the participation of the
Trustee, have engaged in extensive, arm’ s-length negotiations with Countrywide and Bank of
America in an attempt to reach a settlement for the benefit of the Trusts. These negotiations
sought to avoid the enormous costs of preparing for and pursuing claims in litigation that would
involve complex issues of law and fact and a review of files for 530 Trusts and hundreds of
thousands of loans. The negotiations also sought to avoid the risks and costs of waiting for an

uncertain — and perhaps unattainable and unrecoverable — judgment many years from now. The

2 BAC acquired Countrywide in July 2008, months after the last of the mortgage-securitizations had closed

and the last of the representations and warranties were made. At the present time, Countrywide is maintained as a
separate subsidiary of Bank of America and appears to have limited remaining assets.

4
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negotiations have culminated in a request from the Institutional Investors that the Trustee enter
into a settlement (the “Settlement”), memorialized in a settlement agreement, dated June 28,
2011 (“Settlement Agreement”), that the Trustee, in the exercise of its judgment, views as
advantageous to and in the best interests of the Trusts.

11.  The Settlement Agreement is attached to the Petition as Exhibit B. It will be
described more fully in paragraphs 37-47 below, but, in short, it requires Bank of America and/or
Countrywide to pay $8.5 billion (“ Settlement Payment”) into the Trusts, allocated pursuant to an
agreed-upon methodology that accounts for past and expected future losses associated with the
Mortgage Loans in each Trust. It aso requires BAC HLS to implement, among other things,
servicing improvements that are intended to provide for servicing performance by BAC HLS that
is a or above industry standards and will provide a mechanism for BAC HLS to transfer high-
risk loans to subservicers for more individualized attention.®

12. The Settlement was negotiated by sophisticated parties and recognizes the
seriousness of the alegations; the number of Trusts and loans at issue; the substantial defenses to
the potential claims; the inability of the Trustee to recover from Countrywide a judgment that
equals, exceeds or even approaches the Settlement Payment; and the strength of the corporate
separateness arguments that could shield Bank of America from having to satisfy the obligations
of Countrywide. It benefits far more Trust Beneficiaries now — given the substantial Settlement
Payment and the nature of the servicing improvements — than could litigation involving separate
trusts and separate groups of Certificateholders over the course of several years. It benefits all

similarly situated Certificateholders equally. And it provides a benefit even to those

3 Various Institutional Investors, Countrywide, Bank of America and the Trustee also entered into a separate

Ingtitutional Investor Agreement, dated June 28, 2011, which contains several provisions that memorialize their
support of the Settlement. That Agreement is attached hereto as Exhibit C.

5
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Certificateholders who have not presented, or would have difficulty presenting, any claim under
the Governing Agreements.

13. Nonetheless, the Trustee recognizes the potential that some Certificateholders
may disagree with the Trustee' s judgment that the Settlement is reasonable. Recent news articles
have described objections by a group of Certificateholders to rumored settlement discussions
among the Institutional Investors, Countrywide, Bank of America and the Trustee. There are
also reports that a group of Certificateholders has considered taking action against BNY Mellon
for its participation in the Settlement process.

14.  The Trustee also recognizes that different groups of Certificateholders may wish
to pursue remedies for the alleged breaches in different ways, creating the potential for conflicts
among Certificateholders and placing the Trustee squarely in the middle of those conflicts. By
way of example, earlier this year, a group of Certificateholders sought to direct the Trustee to
commence an action against Countrywide and Bank of America concerning two of the Trusts.
That same group then filed an action against CHL, BAC and BNY Meéllon (as nominal
defendant) in this Court alleging, as to those two trusts, breaches of representations and
warranties that are nearly identical to the breaches alleged by the Institutional Investors. See
Walnut Place LLC et al. v. Countrywide Home Loans, Inc. et al., Index No. 650497/2011 (Sup.
Ct.,, N.Y. County). In early June 2011, a different Certificateholder commenced an action
against BNY Meéllon, as Trustee, for an accounting relating to two separate trusts that are part of
the Settlement. See Knights of Columbus v. The Bank of New York Mellon, Index No.
651442/2011 (N.Y. Sup. Ct. N.Y. County). And on June 8, 2011, a group of Certificateholders
sought to direct the Trustee to commence an action against, among others, Countrywide and

BAC HLS for alleged loan-servicing breaches involving another overlapping trust, after having



Case 1:11-cv-05988-UA Document 22-2 Filed 08/30/11 Page 139 of 212

issued a notice of an Event of Default under the Governing Agreements that is substantially
similar to the notice of non performance described in paragraphs 28-34 below.

15.  Absent instructions from the Court, the Trustee will continue to be subject to
conflicting demands from different Certificateholders relating to the same Trusts, and to requests
from different Certificateholders to pursue claims that are intended to be released by the
Settlement Agreement.  The Trustee aso may be subject to clams by individua
Certificateholders who believe that the Settlement, though benefiting thousands of Trust
Beneficiaries now and in the future, may not be in their individual best interests.

16.  Given these very real and substantial conflicts, the magnitude of the Settlement,
the number of Trusts and loans at issue, and the number of parties whose interests may be
impacted by the Settlement, the Trustee files this Petition to give Certificateholders an
opportunity to be heard in opposition or in support of the Settlement, and to seek an order,
among other things, (i) approving the Settlement, and (ii) declaring that the Settlement is binding
on al Trust Beneficiaries and their successors and assigns.

PARTIESAND PROPOSED NOTICE PROGRAM

17.  The Bank of New York Mellon is a bank organized under the laws of the State of
New York having its principal place of business at One Wall Street, New York, New York
10286.

18.  There currently are no adverse parties in this proceeding. To the extent that
certain Certificateholders or other interested parties may wish to be heard on the subject of the
Settlement or the judicia instructions sought through this Petition, those parties may become
adverse.

19. In conjunction with the filing of this Verified Petition, the Trustee has sought an

order from the Court (“Order to Show Cause’) approving a notice program that includes notice

7
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to al “Potentially Interested Persons,” as that term is defined in paragraph 4 of the Affirmation

of Matthew D. Ingber, dated June 28, 2011 (“Ingber Affirmation”), attached to the Order to

Show Cause. This notice program includes:

Mailing a copy of the notice that is attached to the Ingber Affirmation as
Exhibit B (“Notice”), along with the Verified Petition, the Order to Show
Cause, and the accompanying Memorandum of Law, by first class, registered
mail to Potentially Interested Persons for whom the Trustee has addresses;,

Providing the Notice to the Depository Trust Company (“DTC”), which will
post such Notice in accordance with DTC’ s established procedures;

Publishing the Notice in The Wall Street Journal (Global), Financial Times
Worldwide, The New York Times, The Times (of London), USA Today,
Investors Business Daily, and The Economist Worldwide Edition for at least
three (3) business days in each publication;

Publishing translated versions of the Notice in Les Echos (France), Die Welt
(Germany), Il Sole 24 Ore (Italy), Tages Anzeiger (Switzerland), NRC
Handelsblad (Netherlands), The Nikkei (Japan), Straits Times (Singapore),
New Sraits Times (Malaysia), China Business News (China), and Korea
Economic Daily (South Korea) for at least three (3) business days in each
publication;

Publishing the Notice to the following media distribution wire services:
PRNewswire, Business Wire, and GlobeNewswire;

Establishing a website, www.cwrmbssettlement.com, that will post a copy of
the Notice, the Verified Petition, the Order to Show Cause, and the
accompanying Memorandum of Law, and all papers subsequently filed in
connection with this Article 77 proceeding (the “ Article 77 Proceeding”);

Creating a hyperlink on BNY Maellon's investor reporting website,
https://gctinvestorreporting.bnymellon.com/Home.| sp, to
www.cwrmbssettlement. com, for information about the Settlement and the
Article 77 Proceeding; and

Seeking to purchase banner advertisements announcing the Settlement, with a
hyperlink to www.cwrmbssettlement.com, on the following websites:
wg.com, MarketWatch.com, Barrons.com, AllthingsD.com, IHT.com,
SmartMoney.com, investors.com, ft.com, reuters.com, economist.com,
Globalcustody.net, Assetman.net, FundServices.net, and yahoo.com.

The notice program is more fully described in paragraphs 4-5 of the Ingber Affirmation.
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JURISDICTION, VENUE AND GOVERNING LAW

20.  This Court has jurisdiction pursuant to CPLR Articles 77 and 4 to entertain a
special proceeding to determine matters relating to express trusts, such as the Trusts that are the
subject matter of this proceeding.

21.  Thelaw of the State of New Y ork governs the rights and obligations of the parties
to the Governing Agreements, including the Trustee. The Trustee is domiciled, and has its
principal place of business, in New Y ork.

22.  Venueisproper in this Court.

ALLEGED BREACHESOF THE GOVERNING AGREEMENTS

23. Each Trust is governed by an individual contract — the Governing Agreement —
that sets forth the rights and obligations of the parties and contains representations and warranties
of the Sellers, the Master Servicer and the Depositor.

24.  The representations and warranties of the Seller — Countrywide — are at the core
of this matter. Countrywide represented and warranted, among other things, that:

. “The origination, underwriting and collection practices used by Countrywide

with respect to each Mortgage Loan have been in all respects legal, prudent
and customary in the mortgage lending and servicing business.”

. “Each Mortgage Loan was underwritten in al material respects in accordance
with the underwriting guidelines described in the Prospectus Supplement.”

. “The information set forth on [the Mortgage Loan Schedule] with respect to
each Mortgage Loan is true and correct in al material respects as of the
Closing Date.”

. “No Initial Mortgage Loan had a Loan-to-Value Ratio at origination in excess
of [...] %.”

. “A lender’s policy of title insurance . . . or acommitment (binder) to issue the

same was effective on the date of the origination of each Mortgage L oan, each
such policy is valid and remains in full force and effect, and each such policy
was issued by atitle insurer qualified to do business in the jurisdiction where
the Mortgaged Property islocated . . . .”
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. “[PJrior to the approval of the Mortgage Loan application, an appraisal of the
related Mortgaged Property was obtained from a qualified appraiser . .. .”

. “The Mortgage Loans, individualy and in the aggregate, conform in all
material respects to the descriptions thereof in the Prospectus Supplement.”

. “The Mortgage Loans were selected from among the outstanding adjustable-
rate one- to four-family mortgage loans in the portfolios of the Sellers at the
Closing Date as to which the representations and warranties [as to the
Mortgage Loans| can be made. Such selection was not made in a manner
intended to adversely affect the interests of [the Certificateholders].”

25.  Countrywide's representations and warranties are, in all material respects, similar
across all of the Governing Agreements.

26. The remedy for a breach of a representation or warranty is contained in Section
2.03 of the Governing Agreements. It provides that, upon discovery and notice of a breach of a
representation and warranty with respect to a Mortgage Loan that materially and adversely
affects the interests of the Certificateholders, the Seller shall cure the breach within ninety days
or repurchase the affected Mortgage Loan at its “Purchase Price,” which is equal to the unpaid
principal balance of the affected Mortgage L oan:

Upon discovery by any of the parties hereto of a breach of a
representation or warranty with respect to a Mortgage Loan made
pursuant to Section 2.03(a) . . . that materialy and adversely
affects the interests of the Certificateholders in that Mortgage
Loan, the party discovering such breach shall give prompt notice
thereof to the other parties. Each Seller hereby covenants that
within 90 days of the earlier of its discovery or its receipt of
written notice from any party of the breach of any representation
and warranty with respect to a Mortgage Loan sold by it pursuant
to Section 2.03(a) . . . which materialy and adversely affects the
interests of the Certificateholders in the Mortgage Loan, it shall
cure such breach in all material respects, and if such breach is not
cured shall . . . repurchase the affected Mortgage Loan or
Mortgage Loans from the Trustee at the Purchase Price in the
manner set forth below . . . .

27. Beginning in June 2010, the Institutional Investors asserted in a letter to the
Trustee that Countrywide sold a large number of Mortgage Loans into the Trusts that failed to
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comply with certain representations and warranties, in breach of the Governing Agreements.
This assertion was based in part on the aleged excessive early default and foreclosure rates for
the Mortgage Loans, the settlements reached by Countrywide with various state Attorneys
General, and publicly disclosed emails from Countrywide officials that the Institutional Investors
viewed as evidence of breaches of representations and warranties. The Ingtitutional Investors
alleged that large numbers of Mortgage Loans were therefore subject to repurchase pursuant to
Section 2.03 of the Governing Agreements.

28.  On October 18, 2010, the Institutional Investors asserted in a separate letter — a
notice of non-performance pursuant to Section 7.01(ii) of the PSA (“Notice of Non-
Performance’) — that BAC HLS, as Master Servicer, also breached severa provisions of the
PSAs. The allegations were wide-ranging and detailed.

29.  TheInstitutional Investors alleged, for example, that BAC HLS violated Sections
2.03(c) of the Governing Agreements by failing and refusing to notify the Trustee and others of
Countrywide' s breaches of representations and warranties.

30.  The Institutional Investors alleged that BAC HLS failed to meet its obligations
under Section 3.01 of the Governing Agreements to “represent and protect the interests of the
Trust Fund in the same manner as it protects its own interests in mortgage loans in its own
portfolio.” According to the Notice of Non-Performance, BAC HLS breached Section 3.01 by:
(i) failing to maintain accurate and adequate loan and collateral files in a manner consistent with
prudent mortgage servicing standards; (ii) failing to demand that the Sellers cure deficiencies in
mortgage records; (iii) incurring avoidable and unnecessary servicing fees as a result of its
allegedly deficient record-keeping; and (iv) overcharging by as much as 100% the costs for

maintenance, inspection and other services with regard to defaulted Mortgage L oans.
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31.  Citing violations of Section 3.11(a)’s requirement that the Master Servicer “use
reasonable efforts to foreclose upon” certain eligible properties, the Institutional Investors
asserted that BAC HLS continued to keep defaulted Mortgage Loans on its books, rather than
foreclose or liquidate them, in order to wrongfully maximize its fees.

32.  The Ingtitutional Investors further alleged that BAC HLS imposed on the Trusts
and the Certificateholders the costs of curing allegedly predatory loans, in violation of Section
2.03(c)’ srequirement that Sellers bear the costs to “cure such breach in all material respects.”

33.  And citing Section 3.14 in support of the assertion that the Master Servicer is
entitled to recover only “customary, reasonable and necessary ‘out of pocket’ costs and
expenses,” the Notice of Non-Performance alleged that BAC HLS improperly used affiliated
vendors to maximize its servicing income.

34. Each of these alleged breaches, according to the Institutional Investors, materially
affected their rights under the Trusts. They warned that a failure to cure would constitute an
Event of Default under the Governing Agreements.

35. Rather than commencing litigation against Countrywide and BAC HLS, and
mindful of the complexity, delay and enormous costs associated with litigation that could require
a loan-by-loan analysis of hundreds of thousands of loans and present significant legal and
factual hurdles, in November 2010, the Institutional Investors, with participation by the Trustee,
initiated settlement discussions with Countrywide and Bank of America. Those discussions
continued for seven months, involved dozens of face-to-face meetings and conference calls, and
involved extensive dialogue among the parties concerning the merits of the Institutional
Investors' allegations and Countrywide's defenses, and extensive analysis of the Trustee' s likely

recovery if it commenced — and prevailed in — litigation on behalf of the Trusts.
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36. It was out of those discussions that the Institutional Investors, Countrywide, Bank
of America, and the Trustee have agreed to the terms of the Settlement, and that the Institutional
Investors have requested that the Trustee, on behalf of the Trusts, enter into the Settlement. See
Exhibit D.

THE SETTLEMENT

37. There are two principal components to the Settlement — the Settlement Payment
and the servicing improvements. They reflect the negotiated compromise among the
Institutional Investors, Bank of America, Countrywide and the Trustee of (i) the potential claims
by the Trustee against Countrywide, pursuant to Section 2.03 of the Governing Agreements, that
Countrywide repurchase loans as to which Countrywide alegedly has breached its
representations and warranties, and (ii) the potential claims by the Trustee against BAC HLS that
BAC HLS violated prudent servicing obligations under various provisions of the Governing
Aqgreements.

38.  The Settlement Payment is $8.5 billion and will be allocated among the Trusts in
accordance with an agreed-upon alocation formula. An independent financial advisor
(“Expert”), retained by the Trustee, will perform any calculations required in connection with the
allocation formula, and those alocation calculations will be treated as final and accepted by the
parties, absent bad faith or manifest error.

39.  Theallocations will be driven by the amount of net losses in each of the Trusts:

. The Expert will calculate the amount of net losses for each Trust (or separate
loan group within each Trust) that have been or are estimated to be borne by
that Trust from its inception date to its expected date of termination. That
amount will be expressed as a percentage of the sum of the net losses that are

estimated to be borne by all Trusts from their inception dates to their expected
dates of termination (the “Net Loss Percentage”);
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. The Expert will calculate the “ Allocable Share” of the Settlement Payment for
each Trust by multiplying the amount of the Settlement Payment by the Net
L oss Percentage for each Trugt;

. If applicable, the Expert will calculate the portion of the Allocable Share that
relates to principal-only certificates or notes, and the portion of the Allocable
Share that relates to all other certificates or notes; and

. The Expert will calculate the Allocable Share within ninety days of the
Approval Date (as defined in the Settlement Agreement).

40.  The Expert has independently developed a methodology for determining existing
and estimated future net losses. A narrative of the Expert’s methodology is attached hereto as
Exhibit E.

41. Upon completion of the Expert’s calculation of Allocable Shares, each Allocable
Share will be remitted to the applicable Trust. The Trusts, in turn, will distribute the Allocable
Share to Certificateholders in accordance with the provisions of the Governing Agreements, as
described more fully in the Settlement Agreement.

42.  As part of the servicing component of the Settlement, BAC HLS has agreed to
implement various servicing improvements and remedies within specified time periods set forth
in the Settlement Agreement. They include, among others, the following:

. Within thirty days after the execution of the Settlement Agreement, the
selection by the Institutional Investors and BAC HLS of an agreed list of 8-10
qualified subservicers to service high-risk loans. The agreed list shall be
submitted to the Trustee, and the Trustee (in reliance upon an expert) may,
within forty-five days of receipt of the agreed list, (i) object and thereby
remove any of the selected subservicers from the agreed list, or (ii) limit the
number of loans the subservicer may service at any one time. In the absence
of an objection by the Trustee, all of the subservicers on the agreed list shall
be deemed to be approved; if the Trustee objects to one or more subservicers,
al of the subservicers on the agreed list as to which there has been no
objection shall be deemed approved. The subservicers approved, or deemed
approved, by the Trustee shall make up the “approved list” of subservicers;

. Beginning on the date of the Trustee's approval (or deemed approval) of at
least four (4) subservicers on the agreed list, BAC HLS's negotiation of a
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43.

subservicing contract with at least one subservicer per quarter, and the
synchronization of its servicing system with that of the subservicer;

BAC HLS's agreement to initiate, after at least one subservicer is operational,
the transfer of high-risk loans, selected through a priority mechanism outlined
in the Settlement Agreement, to at least one subservicer per quarter (subject to
acap of 30,000 loans at any one time with any given subservicer); and

Beginning on the date of the Trustee's approva (or deemed approval) of at
least four (4) subservicers on the agreed list, and subject to the specific
conditions and limitations set forth in the Settlement Agreement, BAC HLS
may, at its option, sell the servicing rights on Mortgage Loans otherwise
eligible for subservicing to any subservicer on the approved list.

The servicing component of the Settlement Agreement also applies to loans

beyond those transferred to subservicing. For al loans not in subservicing, BAC HLS has

agreed to, among other things, beginning on the later of five months after the Signing Date (as

defined in the Settlement Agreement) or the Approval Date:

44,

On a monthly basis, benchmark its servicing performance against specific
industry standards (“Industry Standards’) set forth in the Settlement
Agreement;

Send to the Trustee on a monthly basis statistics comparing BAC HLS's
performance to the Industry Standards (the “Monthly Statement”); and

If its performance fails to meet the Industry Standards, calculate and include
in its Monthly Statement a master servicing fee adjustment payable by it to the
Trust, which payment would be satisfied by deducting the master servicing fee
adjustment from unreimbursed advances due to BAC HLS (except that for a
limited number of Trusts, BAC HLS shall wire such adjustment to the Trust)
as set forth in the Settlement Agreement; provided that BAC HLS will not be
liable for its failure to meet the Industry Standards until such time as eight (8)
subservicers have been approved or deemed approved by the Trustee.

The Settlement Agreement also contains loss mitigation provisions that apply to

al loans and take effect as of the Signing Date. They include, among other things, factors for

BAC HLS and all subservicers to consider in deciding whether to modify aloan or to apply any

other loss mitigation strategies. When BAC HLS or the applicable subservicer, in implementing

a modification or other loss mitigation strategy, considers the factors set forth in the loss
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mitigation improvements portion of the Settlement Agreement, or acts in accordance with
policies or practices that BAC HLS is then applying to its or any of its affiliates “held for
investment” portfolios, BAC HLS will be deemed to be in compliance with the Governing
Aqgreements.

45.  The Settlement Agreement further requires —for all loans — reporting and auditing
for service compliance. It mandates that, beginning on the Approval Date, BAC HLS report
monthly to the Trustee concerning its compliance with the servicing improvements required by
the Settlement Agreement, and pay for an annual attestation report to be completed by a qualified
audit firm (whose selection is subject to the Trustee's objection based on criteria set forth in the
Settlement Agreement) no later than February 15 of each year that any Trust holds Mortgage
Loans. The Settlement Agreement requires the attestation report to be distributed to all
Certificateholdersin the Trusts as part of the Trustee’s statement for April each year.

46. Finally, the Settlement Agreement includes agreed-upon procedures to cure
certain document deficiencies in the loan files. In particular, BAC HLS has agreed to prepare
and submit to the Trustee, no later than six weeks after the Signing Date, a schedule of loans
with specified document deficiencies, and to report to the Trustee, on a monthly basis, the status
of such loans until all such deficiencies have been cured. The Trustee, in turn, has agreed to
determine whether reasonable evidence exists that a particular document deficiency has, in fact,
been cured by BAC HLS. Without such evidence, and after consultation with BAC HLS, the
Trustee shall direct BAC HLS to issue arevised monthly report.

47.  All of these servicing improvements are designed to ensure that servicing

performance by BAC HLS is at or above industry standards and to provide a mechanism for
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BAC HLS to identify high-risk loans, to transfer them to subservicers to provide more
individualized attention, and to help avoid or manage defaults.

THE SETTLEMENT SHOULD BE APPROVED

The Trustee Has the Ability to Commence and Settle L awsuits on Behalf of the
Trusts

48.  The Governing Agreements grant to the Trustee the right to enforce the Seller’s
repurchase obligations and the Master Servicer’s servicing obligations, and to settle any claims
against those parties to the Governing Agreements.

49, Pursuant to Section 2.01(b) of the PSASs, for example, each Depositor assigned to
the Trustee the Depositor's right to require the Seller to cure any breach of the Seller’'s
representations and warranties or require a repurchase of a Mortgage Loan: “[T]he Depositor
sells, transfers, assigns, sets over and otherwise conveys to the Trustee for the benefit of the
Certificateholders, without recourse, all the right, title and interest of the Depositor in and to the
Trust Fund together with the Depositor’s right to require each Seller to cure any breach of a
representation or warranty . . . or to repurchase or substitute for an affected MortgageLoan . .. ."
(emphasis added).

50. In Trusts governed by indentures, the Mortgage Loans are conveyed to the
applicable trust itself, which is a separate legal entity. The Trust, in turn, pledges to the Trustee
“al present and future claims, demands, causes and choses in action in respect of [the Mortgage
Loans].”

51. The Trustee's powers under the indentures are broad. According to Section
5.03(6) of the Indentures, “[a]ll rights of action and of asserting claims under this Indenture, or
under any of the Notes, may be enforced by the Indenture Trustee without possession of any of

the Notes or the production thereof in any trial or other Proceedings relative thereto, and any
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such action or proceedings instituted by the Indenture Trustee shall be brought in its own name
as trustee of an express trust, and any recovery of judgment, subject to the payment of the
expenses, disbursements and compensation of the Indenture Trustee . . . shall be for the ratable
benefit of the Holders of the Notes . . . .” (emphasis added). Pursuant to Section 2.01(b) of the
PSAs and 3.03 of the SSAS, these causes of action can include, among others, claims against the
Seller for breach of representations and warranties and against the Master Servicer for violations
of servicing obligations.

52.  Other contractual provisions support the Trustee's authority to pursue remedies
for breaches of the Governing Agreements. Pursuant to Section 2.04 of the PSAs, each
“Depositor hereby assigns, transfers and conveys to the Trustee all of its rights with respect to
the Mortgage Loans including, without limitation, the representations and warranties of each
Seller made pursuant to Section 2.03(a) hereof, together with all rights of the Depositor to
require a Seller to cure any breach thereof or to repurchase or substitute for any affected
Mortgage Loan . . ..” (emphasis added).

53.  Section 3.12 of the indentures provides that “the Indenture Trustee, as pledgee of
the Mortgage Loans, has the benefit of the representations and warranties made by the Seller in
the Sale and Servicing Agreement concerning the Seller and the Mortgage Loans to the same
extent as though such representations and warranties were made directly to the Indenture
Trustee.”

54. Pursuant to Section 3.03 of the PSAs, “[t]he Depositor may, but is not obligated
to, enforce the obligations of the Master Servicer under this Agreement . . . .”

55. And under Section 2.03(a) of the PSAs and the SSAs, each Seller makes

representations and warranties to the Trustee (among others), which then has the right to be
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reimbursed promptly by the applicable Seller for any expense reasonably incurred by the Trustee
“in respect of enforcing the remedies for such breach” — a reference to the Trustee's right to
pursue claims against the Seller for breaches of representations and warranties.

56.  With the ability to commence litigation comes the ability to settle litigation, and,
in part for that reason, the Depositor’ s assignment to the Trustee of all “right, title and interest”
to the Mortgage L oans is authorization under the PSAs for the Trustee to settle claims that it has
the authority to assert.

57.  Similarly, the Trust’s pledge in favor of BNY Méllon of all of its “right, title and
interest” to the Mortgage Loans is authorization under the indentures for BNY Mellon to take
similar action for the benefit of the Trusts.

I[I.  The Settlement is Advantageousto the Trustsand, at the Very L east, Reasonable

58. Because the decision to enter into the Settlement was made in good faith and is
not outside the bounds of reasonableness — the standard of review that applies in this Article 77
Proceeding — the Settlement should be approved. Indeed, by entering into the Settlement on
behalf of the Trusts, the Trustee has made an independent, good faith judgment that the
Settlement is advantageous to the Trusts. At the very least, in the Trustee's judgment, it is a
reasonable compromise of the Trustee' s clams.

59. The Settlement was negotiated at arm’ s-length by sophisticated parties over an
extended period of time. In the Trustee's judgment, it is a more advantageous result for the
Trusts and the Trust Beneficiaries than embarking on a litigation that will be complex and hard-
fought, with no certainty of obtaining a judgment in the Trustee's favor — much less a judgment
exceeding the Settlement Payment. It is a settlement that takes into account the seriousness of
the alegations, yet acknowledges the risk that Countrywide’s key defenses (see paragraphs 68-

77 below) might prevail and that the Trustee, even if it could obtain a judgment exceeding the
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Settlement Payment, may not be able to recover the judgment from Countrywide or Bank of
America (see paragraphs 78-92 below). It is a Settlement that mandates servicing improvements
that will require specialized attention to high-risk loans and will facilitate increased focus, and
therefore improved servicing, of al other loans. And it is a Settlement that, in the Trustee's
judgment, benefits far more Trust Beneficiaries today than would litigation over the next several
years of separate claims, on behalf of separate groups of Trust Beneficiaries, concerning
individual Trusts.

60.  The Trustee recognizes the difficulty in determining, with precision, the amount
of any potential judgment if the Trustee instead were to proceed with and prevail in litigation
against Countrywide. It also recognizes the difficulty in calculating precisely what value should
be ascribed, for settlement purposes, to Countrywide's various defenses, the avoidance of
lengthy, costly and uncertain litigation, and the benefit to the Trusts of receiving the Settlement
Payment and servicing improvements described in the Settlement Agreement instead of an
uncertain amount, if any, several years from now.

61. Because there is no precise formula for determining the proper terms of a
settlement in a case of this magnitude, the Trustee has exercised its judgment — in good faith and
in a manner that it believes is in the best interests of the Trusts. The Trustee has, anong other
things, weighed the legal and factual assertions of the Institutional Investors, Countrywide and
Bank of America; considered and analyzed the competing methodologies for arriving at the
Settlement Payment; considered and analyzed the servicing procedures set forth in the Settlement
Agreement; and evaluated the reasonableness of the Settlement by, among other things, retaining
and receiving opinions from independent experts in residential mortgage-backed securities and

commercia finance, mortgage servicing, accounting and valuation. In addition, it has been
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guided by counsel on the legal issues — including the viability of Countrywide's defenses and
Bank of America’'s corporate separateness arguments — and has received separate opinions from
experts in corporate and contract law on these issues.

62. As a result of this process, it is the Trustee's judgment that the Settlement,
consisting of a payment of $8.5 billion and improved loan servicing, is reasonable, is in the best
interests of the Trusts and Trust Beneficiaries, and outweighs the alternative of protracted
litigation with no guarantee of success. At the very least, by entering into the Settlement, the
Trustee is not acting in bad faith or outside the bounds of reasonableness.

A. The Settlement Payment
1 The Settlement Payment |s Reasonable

63.  The Settlement Payment is $8.5 billion and will be paid by Countrywide and/or
Bank of America. In the Trustee's judgment, the Trustee could have accepted this Settlement
Payment as reasonable based principally on the fact that Countrywide alone would be unable to
pay a future judgment in an amount exceeding — or even approaching — the Settlement Payment
(see paragraphs 78-81). In other words, if the Trustee commenced litigation, overcame an
inevitable motion to dismiss, proceeded through discovery relating to 530 trusts and hundreds of
thousands of loans, survived a motion for summary judgment, proceeded to trial, overcame
Countrywide's various defenses, and obtained a judgment against Countrywide of more than
$8.5 hillion, the Trusts and the Certificateholders would be far worse off than if the Trustee
settlestoday. In the Trustee'sjudgment, the analysis could end there.

64. Nonetheless, the Trustee, with the assistance of financial experts, analyzed the
various ways in which a settlement payment could be calculated, and the amount of a settlement
payment that the Trustee would view as reasonable. Before agreeing to the Settlement Payment,

the Trustee observed and participated in extensive discussions in which the Institutional
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Investors, Countrywide and Bank of America offered quantitative and qualitative analysis of a
possible settlement payment, taking into account several metrics to calculate past and expected
future losses for the Mortgage Loans.

65. As part of that process, the Trustee and its financia experts considered and
analyzed, in depth, the competing calculation methodologies of the Institutional Investors and
Countrywide/Bank of America, and the assumptions underlying those methodologies. The
Trustee and its financial experts tested these assumptions, analyzed how the Institutional
Investors and Bank of America/Countrywide calculated actual and projected losses in the Trusts
—astarting point for deriving a proposed settlement payment — and considered how the proposed
“haircuts,” or discounts, were calculated by the Institutional Investors and Countrywide/Bank of
America

66. Taking into account its own calculations of actual and projected losses, and
applying its own model, the Trustee' s financial experts calculated a dollar range that could serve
as a starting point for assessing the reasonableness of a settlement payment, to which the Trustee
would be entitled to apply discounts based on the viability of Countrywide's and Bank of
America s legal defenses. The Trustee' sfinancia experts had no prior knowledge of the amount
of the Settlement Payment before issuing the opinion.

67.  The Trustee sfinancial experts have opined that a settlement payment in the range
of $8.8 billion to $11 billion would be reasonable, without discounting for the legal defenses to
the Trustee's claims. A Settlement Payment of $8.5 billion is viewed by the Trustee as falling

within asmall variance of that pre-discounted settlement range.
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2. Countrywideand BAC HLS May Have Viable Defensesto Any
Potential Claims

68.  Countrywide and BAC HLS may have a number of viable lega and factual
defenses to potential repurchase and servicing claims under the Governing Agreements. Onein
particular, highlighted below, relates to the element of causation that Countrywide contends is
essential to any repurchase clam under Section 2.03 of the Governing Agreements. The
existence and viability of this defense is viewed by the Trustee as a compelling reason to
discount the financial experts settlement range, and provides an additional, equally compelling
reason to enter into the Settlement.

69.  Section 2.03 of the Governing Agreements requires the Trustee and others, upon
discovery of a breach of a representation or warranty “that materially and adversely affects the
interests of the Certificateholders in that Mortgage Loan,” to give prompt notice to the other
parties, to allow the Seller to cure the breach, and, absent a cure, to enforce the Seller's
obligation to repurchase the Mortgage L oan.

70. Based on this language, Countrywide has taken the position that if the Trustee
brought an action to enforce Countrywide's repurchase obligations under Section 2.03 of the
Governing Agreements, the Trustee would need to prove, on a loan-by-loan basis. (i) that
Countrywide breached specific representations and warranties in the Governing Agreements, (i)
that the breach was material, and (iii) that the breach adversely affected the interests of the
Certificateholders in the loan. With respect to the final requirement, Countrywide has taken the
position that the Trustee would have to prove, on a loan-by-loan basis, that the breach caused
Certificateholders to suffer a significant loss on the affected loan.

71.  ThelInstitutional Investors have taken a different position — namely, that a breach

is “material and adverse’ to the interests of Certificateholders if it would have affected their
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investment decision because it adversely affects the credit quality of the Mortgage Loan. They
also have taken the position that a loan-by-loan review may not be necessary, and that a properly
structured sampling approach could be accepted by a court.

72.  Countrywide's argument, if accepted by a court, could mean that the Trustee
would have to bear the extraordinary burden of reviewing loan files for hundreds of thousands of
loans in 530 trusts, determine as to each loan which of the dozens of Countrywide
representations and warranties were breached; and then prove that the loss to Certificateholders
was caused by the breach of a specific representation and warranty (such as the owner-
occupancy representation) and not other factors that arguably bear no relation to the breach (such
as macroeconomic factors affecting the housing market).

73.  To be sure, a requirement that the Trustee establish, for each loan or even for a
significant sample of loans, both a breach of representation and warranty and a causal link
between the breach and the loss would not preclude the Trustee from enforcing repurchase
remedies. But it would make enforcement more difficult, may result in fewer loans subject to
repurchase, and would result in litigation that would be extraordinarily complex, costly and time-
consuming, with the outcome dependent on fact-intensive issues that may not be susceptible to
resolution short of trial.

74, In order to properly assess the strength of Countrywide’s defense, the Trustee has,
among other things, considered the arguments of the Institutional Investors, Countrywide and
Bank of America, analyzed Section 2.03 of the Governing Agreements, and considered the case
law interpreting contractual provisions similar to Section 2.03.

75.  The Trustee has also sought and obtained an expert opinion from a leading law

school professor who teaches, among other things, the law of contracts. That expert
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independently considered the question of whether Countrywide presents a reasonable argument
that the Trustee would have to prove a causal link between any breach of a representation and
warranty, on the one hand, and a significant loss to Certificateholders, on the other. The expert
has opined that Countrywide's argument is reasonable and could be adopted by a court
considering the issue.

76.  This conclusion is supported by precedent. For instance, in a recent case, the
court denied summary judgment against a similarly situated trustee on the ground that an issue of
fact existed as to whether the alleged breach of warranties made in the PSA “materialy and
adversely affected the value of the mortgage loan or the interest of the certificateholders.” In
another recent case, the court rejected plaintiff’s attempt to exclude — on the basis that the
“material and adverse affect” determination must be made as of the closing date — an expert
witness who would testify that breaches of representations made in a PSA did not materially and
adversely affect the interests of certificateholders because any losses were caused by the decline
in the housing and real estate markets. And in the cases that have proceeded to tria, juries have
been instructed, based on nearly identical PSA provisions, that trustees need to “prove by a
preponderance of the evidence that the materia breach of any of the Representations and
Warranties involved in this case caused amaterial and adverse effect on the value of the loan, the
value of the property, or the interests of the investors.”

77. For al of these reasons, in the Trustee's judgment, Countrywide's position that
Section 2.03 imposes an element of causation could be accepted by a court, and if this occurred it
would present significant challenges to the Trustee in proving, for each Mortgage Loan or even a
sample of Mortgage Loans, that the harm was caused specifically by a breach of representation

and warranty rather than by the individual circumstances of the borrower or the various
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macroeconomic events affecting the U.S. and global economy. The Trustee's judgment that this
defense must be taken into account in assessing the reasonableness of the Settlement Payment
was made in good faith and is within the bounds of reasonableness.

3. Countrywide Will Be Unable to Pay a Judgment in an Amount
Exceeding (or Even Approaching) the Settlement Payment

78.  The Trustee has considered the ability, or inability, of Countrywide to pay a
judgment that would exceed the Settlement Payment. If the Trusts will be unable to recover an
amount that exceeds the Settlement Payment after years of costly litigation, it is the Trustee's
judgment that entering into the Settlement now, on behalf of the Trusts, is reasonable. In fact, a
decision to not enter into the Settlement with knowledge that the Trusts may receive, at best,
substantially less than the Settlement Payment if the Trustee were to prevail in litigation severa
years from now, would be unreasonable.

79.  Countrywide has taken the position that it, standing alone, would be unable to pay
a judgment in the amount of the Settlement Payment. In order to test that statement, the Trustee
retained a leading valuation expert to conduct an independent valuation of Countrywide and
prepare a report of his analysis. More specificaly, the valuation expert was asked to opine on
the maximum economic value that the Trustee could recover from Countrywide assuming that
the Trustee obtained a judgment in its favor. The analysis was conducted as of March 31, 2011.
This expert, too, had no prior knowledge of the amount of the Settlement Payment before issuing
his opinion.

80. In estimating the economic value available to satisfy any judgment, the valuation
expert estimated the value of Countrywide's assets in conformance with the fair market value
standard. Without taking into account litigation costs or other losses accruing to Countrywide

between March 31, 2011 and the date of any future hypothetical judgment — losses that may well
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be substantial — the valuation expert opined that the Trustee’s maximum recovery is significantly
less than the Settlement Payment.

81. Based on this analysis, the Trustee has concluded that Countrywide will be unable
to pay any future judgment that exceeds, equals or even approaches the Settlement Payment.
Under these circumstances, the Trustee' s decision to accept a Settlement Payment of $8.5 billion
on behalf of the Trusts now, rather than proceed with litigation that may result in a recoverable
judgment, if any, billions of dollars less than that amount, was made in good faith and is not
outside the bounds of reasonableness.

4, The Trustee May Be Unlikely to Recover Any Future Judgment From
Bank of America

82.  Countrywide and Bank of America have taken the position that if Countrywide is
unable to pay the full amount of any judgment against it, and the Trustee were to assert claims
against Bank of America based on theories of successor liability, veil piercing or similar legal
theories (collectively, “ Successor Liability Theories’), Bank of America would prevail on those
claims.

83. In order to assess the strength of its Successor Liability Theories, the Trustee has,
among other things, considered the arguments of Countrywide and Bank of America and well-
established case law addressing the Successor Liability Theories. The Trustee also sought and
obtained an independent expert opinion from a law professor who holds an endowed chair in law
and business at a major law school, and who teaches and writes on corporate law, corporate
finance, corporate governance, mergers and acquisitions, and the law and economics of complex
transactions.

84. In order to prevail on atraditional claim for successor liability, the Trustee would

have to demonstrate, among other things, that Bank of America is a continuation of
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Countrywide, that Countrywide has ceased operations and dissolved, and that the sale was
designed to disadvantage shareholders or creditors of Countrywide.

85.  There are several obstacles to this clam. Among them are that (i) Countrywide
remains in existence and has not ceased operations, and (ii) the doctrine of de facto merger,
which could be used in an effort to impose successor liability, has been used sparingly under
Delaware law, which may govern the Trustee's claims.

86. It would be equally difficult for the Trustee to prevail on any veil-piercing claim.
The Trustee would have to establish either (1) that Bank of America misused the corporate form
to perpetrate a fraud on the Certificateholders, or (2) (i) that Bank of America dominated and
controlled Countrywide such that Countrywide was an instrumentality of Bank of America, and
(i) that Bank of America further misused that control to cause harm to the Trustee and the
Certificateholders.

87.  The Trustee would likely have difficulty establishing a claim for veil-piercing
based on fraud — even if it could meet the heightened pleading standards for that claim. Indeed,
the Trustee is aware of no case that has made any credible alegation of a fraudulent scheme by
Bank of America. The so-called “instrumentality” or “alter ego” theory probably would fare no
better. The Trustee would have to prove that Bank of America totally dominated and controlled
Countrywide at the time of the transactions at issue, a claim that is inconsistent with those
entities observance of corporate formalities and separate accounting. The Trustee then would
have to prove that Bank of America misused its control to perpetrate a fraud or other similar
injustice that actually harmed the Certificateholders, a difficult burden under any circumstances.

88. These conclusions are supported by the independent expert opinion that the

Trustee obtained. The expert was asked to consider legal theories under which the Trustee could
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potentially seek to recover money from Bank of America if Countrywide was unable to meet its
obligations to pay a money judgment to the Trustee. In particular, the expert was asked to focus
on certain business combination transactions between Countrywide, on the one hand, and Bank
of America, on the other, in 2008, and whether such transactions could provide a basis for the
Trustee to recover from Bank of America under the Successor Liability Theories.

89. It is the expert’s opinion that the Trustee would have difficulty prevailing on such
legal theories, and that the legal positions of Countrywide and Bank of America are, at the very
least, reasonable.

90. This is aso reinforced by precedent. In a number of recent cases against
Countrywide, plaintiffs have sought to hold Bank of America liable for Countrywide's alleged
misconduct on the basis that it is the parent of, and/or successor-in-interest to, certain
Countrywide entities. Although one court has allowed this issue to proceed past the motion to
dismiss stage, the Trustee is aware of no case to date that has imposed liability on Bank of
America under any of the Successor Liability Theories. Most recently, a federal court in
California, applying Delaware law, rejected all of the plaintiffs successor liability claims against
Bank of America and NB Holdings, a Bank of America subsidiary, in a putative class action
asserting claims against Countrywide under Sections 11, 12 and 15 of the Securities Act of 1933.
See Maine Sate Ret. Sys. v. Countrywide Fin. Corp., Case No. 2:10-CV-0302, 2011 WL
1765509 (C.D. Ca. Apr. 20, 2011).

91.  Given this holding, the existence of case law presenting significant obstacles to a
party seeking to assert successor liability claims, to pierce the corporate veil or to apply similar

legal theories, and the independent expert legal opinion obtained by the Trustee, in the Trustee's
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judgment, the legal positions of Countrywide and Bank of America are viable and need to be
considered in weighing the reasonabl eness of the Settlement Payment.

92.  Accordingly, when combining (i) the likelihood that Countrywide would be
unable to pay any future judgment approaching the amount of the Settlement Payment, with (ii)
the obstacles to the Trustee of holding Bank of America liable for the alleged breaches by
Countrywide, it is the Trustee's good faith judgment that entering into the Settlement is in the
best interests of and advantageous to the Trusts, and certainly is within the bounds of
reasonabl eness.

B. The Servicing Procedures and | mprovements Are Reasonable

93. The purpose of the Settlement Agreement’s servicing provisions is to outline
servicing improvements that, when followed, would satisfy BAC HLS s obligation under Section
3.01 of the Governing Agreements to service and administer the Mortgage Loans in accordance
with the terms of the Governing Agreements and customary and usual standards of practice of
prudent mortgage loan servicers.

94. In considering the reasonableness of this component of the Settlement, the Trustee
has taken into account, among other things, the respective positions of the Institutional Investors
and Countrywide/Bank of America, the nature of the proposed servicing improvements, the
means by which the Settlement Agreement ensures compliance with Industry Standards
(including reporting and auditing requirements, and the payment of a servicing fee adjustment),
and the independent opinion of mortgage servicing experts.

95.  These mortgage servicing experts have concluded that the servicing and loan
administration provisions of the Settlement Agreement — the subservicing and sale of master
servicing rights provisions, the benchmarks and related master servicing fee adjustments for

loans not in subservicing, the loss mitigation procedures, and the document deficiency cure
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provisions — are reasonable, and are consistent with or exceed customary and usual standards of
practice of prudent mortgage loan servicing and administration.

96. Based on all of these factors, it is the Trustee’s good faith judgment that the
servicing provisions of the Settlement Agreement are advantageous to the Trusts, and, at the very
least, reasonable.

WHEREFORE, petitioner BNY Mellon requests that a judgment be entered, pursuant to

CPLR § 7701, in the form attached hereto as Exhibit F.

MAYER BROWN LLP
By: M V/pﬂ

Jason H.P. KraVitt
Hector Gonzdlgz
Matthew D. Ingber

Dated: New York, New York
June 28, 2011

1675 Broadway
New York, New York 10019
(212) 506-2500

Attorneys for Petitioner The Bank of New York Mellon
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VERIFICATION

STATE OF NEW YORK )
) ss.
COUNTY OF NEW YORK )

LORETTA A. LUNDBERG, being duly sworn, deposes and says:

s I am a Managing Director within the Corporate Trust division at The
Bank of New York Mellon (the “Petitioner”).
2. I have read the foregoing Verified Petition and know the contents thereof.

All statements of fact therein are true and correct to the best of my knowledge and belief.

oy

Loretta A. Lundberg

wo 'n to before me this

TR )

Notary Public

(

CAROLINA KOLIX
Public - State of New York

NO. 01406173088
Quaiified in Kings ‘ ’7&0 i
My Commission Explirest. /S 1)

700150637
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() “MERS" {x Morguge Rloatronte Replstralon Systems, Ine, MBRS |5 o sepnrata corparatlon tiar 15 acting solaly
04 0 nomites for Lendor and Lendor's suocessors and assigns, MERS Is the Genefielary vidor this Security
Instroment. MERS s organized and oxisting vnder the Jows of Delaware, and bay an addiess and tefophone
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AND 00/100thy
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TRANSHER OF RIGITS IN THE PROPITRTY

The beneficiney of this Seurity Tnstament 1 MERS (Golely oy rominee for Lender and Lendor's successors and assipgns) wid
the sugeessors and asslpns of MERS, This Sccurlly Instrurnent secvres to Londes: () the repaymaent of e Loan, and all
renewaly, extonsions sand matificatns of the Node; wud (U} the porformance of Bopmwer's coveranis and dpreiirtenty umler
this Seewrity Lustineat and tie Note, For thly purpose, Borrower Lrevoeably pranty aod convoys 10 Traslvy, in fust, with
provier of salo, the followlng deseribed proporty Jocaled dnthe County of  IEARRIS !
LOT FOUR (4), BLOCK ONE (1), OF LAXES ON ELDRIDGE NORTH, SECTION SEVEN
& AN ADDITION BN HARRIS COUNTY, TEXAS, ACCORDING 1'0 THE MAP QOILIPLAT

RO FILED UNDER FILM CODID I\ITUIVIBER 430010 OF THE MAP RECORDS OF HARRIS

COUNTY, TEXAS.

Parcel Xk Numberr 1215280030004

......................... S
HOUSTON ,Toxun  7I041 ("Propeny Adidross®):
Ly} [Zp Cadel

TOGETHER WITH all the mprovements now or hetealter oreclod on the proparty, and all oosemonts,
sppurlhones, aed fixoes now or hereofier o pact of e proporty, Al roplavemente and additlons shinll also be
covered by Mids Seonrlty nsitmmont, AN of the toregolng i5 refecred (o in thly Secnrity Instrutnent ao the "Propeny.™
Dovrower understands and ageeos thut MBRS holds only legat title to e Inteyestz granted by Borrowor fn thi
Soourity Inytramend, Lut, It oecexvary {o comply with Inw or custem, MERS {ng nominee for Londer md Landet's
succensors and waslgnsd Loy tho 2gi: o exerclse any or o] of tose Interests, tholuding, but not adted o, tho right
to foreolose and eell the Property; nnd o ke eny seton required of Landor tneluding, at not Mindted 1o, rolonsing

nd eancetlng thls Securlty Matoament,

RORROWEL, COVENANTS it Botrower & ]m;vfully ttised of the estute hereby conveyed and g the ripght to
grant and convay e Propurty and that the Property ¢ vmoncurmbered, except for enoumbedncos of yeeond, Bovrawer wirrmity
inck whl defend geneentty the trle (o 4i Property against oll claltns and dcmgnd:, sublect to iy encusnbrasess of record,

THIZ SHCURLTY INSTRUMENT vomblnes undfonm eovenznte for notfonu] weo und non-unfform covennnty
with Uinited viiatae by juciedistion o constitaie o wnlforny seeurlty Instiummt soveting rend proporty,

UNIFORM COVRNANTS. Borrower and Lender covorant and agree a8 follows:

1, Maymont of Urincipal, Inforest, Yserow Ztems, Propayisent Charges, and Lato Charmes. Borrowar
shait pay when dur the pringipal of, and ntorest on, Do dolt ovidenved by the Nole and wny prepaytaeit charnes and
Inte clurgos dug under the Note, Horcower slinll also py funds for Bsceow enis pursnant to Seotlon 3. Payments
due under the Note ond thiz Seeurily Instrument eall bo made in 0.8, corvoney. However, If any chook or ofher
{nstrawment recalved by Londer as paynient wiler the Noto or tils Securlty Tudteusmont 1 vetozned 19 Lender unpald,
Lender may requive that uny or wl subsequest yayments dues vador tie Note and this Sceurity Inserimenst ba made in
ono or moro of b following fonns, av solectet by Lendor: (2) cogh; (b) mooey ordet: (o) cerillled cheak, bank
cheok, trensurer's chieck or enshiee's check, provided nuy such cheek in drawn vpon a0, Institution whose deposity nee
ingueed by a federal agency, instrumentality, or antty; or (8) Bloctonle Funds Tranefor,
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O

Paymients are deorsed recelved by Lender whon necolvod at tho kncution dosfguated In the Nole ot ot such
otlier Jopation og muy be dosignated by Lender In sccordnnes with the notise provisions in Seefion 15, Londer may
volamt auy payment or portial payment i fo pyment or partlel payraents are inoufficient to bring the Lean surent,
Lender muy uecopt uny puymeont or partal poyoment usifiofent to bring tho Loan current, without waiver of any
righty hesyuader or prajudivo Lo Ity sighte to refugo guch paymont or pactiad payments in thy Wture, bud Londer {3 not
obligated (o apply such poyments at tho timy such paymenta are necepled. If oach Poriodic Payment iy npplied oo of
ity geheduled due date, then Londer necd not pay interast on unapplisd fondy, Lendar may okt suel unupplied finda
untl Botzower makay paysent 10 bing tha Loan cwrent, If Bovrower dos not do 40 within a rersenable perod of
ting, Lender shell ofther agply much fimds ot zelurn then to Boreower, If not applied eorller, such finds will bo
upplicd to tho outglanding prinplpal bolonce undor the Nele dnmedistoly prior i¢ foceelonure, No offsut or olnkm
whivh Borrower might have now or o (e fofare agelist Lendor shall sellove Bemows: fow inaking puyments dut
under tha MNote and this Seowrity Instnimiont or purforusing tho covenants and agreoments scotired by this Seawdty
Ingtrumont,

% Application of Paymunts or Procesds, Tixcopt as otherwlie deseribed n fhiy Seclion 2, ol paymonts
necepled and npplicd by Lamder shintt bo npplisd i the following owder of priority: (0) Intavest dus undur the Nate;
(b) pringipel dus undor tho Note; (¢) mmounts duw undar Sactlon 3, Such peyments shall be applied to ench Perdodie
Payrent in o order in which it besume duo. Any emnining nmounts aholf be applied firef to Tate charpes, seoond fo
any other amcunts dus undor this Becurity Inutnyment, and ton to seduce the principal balance of the MNota,

Tf Lender teoeives o payment from Botower for o delingwent Pededic Payrent which inoludyd 1 sutielont
wiguit 1o pay oy lals choggo duo, the payment mny be appliod fo the dolinquont poyment and the Jnte chuge, If
tiro thon one Pedidlc Puyinent Is owlslanding, Lender may apply any payment tegolved from Botrowes to tho
reprymont of the Portodle Puynients If, and to thio oxtent thet, eieh mayment cat bo pald §n (), To the extont that
my excoss oxists aftor tho payrent & appiled to the fuH payment of ono or more Periodle Poyments, sueh cxeass
taziny o appied o any e sharges due, Voluntary prepaymends shall be applied firat to nny propaymont charged and
then s deseribed {n the Noto,

Any appllontion of prymonts, insnraneo proceeds, or Miseellancous Proceuda to prineipal dib uodar the Noto
shall not extond or postpono the due date, or chango the armount, of the Perlodic Fayments,

3. Ty fov Eserow Xtemy, Bomower sholl poy to Lender on (e doy Pododlu Baymonts oro due under the
Note, vnil] the Note {a pafd tn ful), o sun (e “Funds™) to provide for paymont of smounts due fox (i) tines sl
nssosgments and athor tems whicele oun stiuin priovily ovor this Ssourdty Instrument os o Uen or encunbrance on the
Troporty; (b) leascheld payments or jround vonte on the Proporty, I€ any; () promiums For any and all insirauce
required by Londor under Section 5; and (d) Morigoge Insurnnce promdums, iF any, or any moms payabite by
Bogrower to Lendor In Hou of the puyment of Mortgaps lnwanca prombums iu seeordunico with the provielone of
Seetion k0, Thesw iternd ave enlled “Ryvrow Ttoma” At arlginntion or ut any e durdng the torm of the Lomn, Tandar
may reguive thit Communily Augociallon Dues, Feos, und Assessments, U any, be exerowed by Borrower, aud such
cuey, fens and ssgessments whall ba an Bsorow Ttom, Tsorower sholl propapily fhmish to Lendor all noticos of
amounti to be peid under thie Sootion, Borrower ohell poy Leader the Yundy for Baorow Tiems unlesy Londor widvos
Bormewer's obligation to pry the Funde for sy ar all Hocrow Tioms, Lender mny wolve Borcower's obligation fo puy
to Lender Funda for wny or o)f Hooxow Mot st any G, Any pueh waiyvor muy ouly be i weiting, In the svant of
aueh wuiver, Borrower shalk puy dizeetly, wien md whero payabto, o emounts due for way Bscrow Iems for which
puymont of Fusdy bay boon waived by Londar and, iF Tondo: reguires, shll furnish to Lender reeolpts ovidoncing
such payimant within ueb tie period ne Londor may requite, Boraver's abligntion to sile oueh puyments nd to
provite recalpts shall for o} pugposos ho deemed 1o be o covewant and agresment eontoined in thin Seourity
Tustrutuent, og the phraso “covensat and agrecment” (s vsed in Soction 8. I Borrower s ebligited to yay Bsorow
Hema dircetly, pursuont & & wolver, sml Bertower fiils to py the mnount dug for an Esorow Ter, Leader mny
wareli Hy vighly under Seation 0 und puy sueh wnonnt vl Burcower ghull den be obifguied wadar Svotion $ to
gapny 0 Londer ony ouch amonnt, Tondor moy revoks the waiver as to any or all Bacrow Items we gy tme by s
notioe given in aecordangs with Seolfon 13 snd, upon suob rovoention, Borrower shall poy t Lendor sl Fupdy, and
It yugh amounts, thot are thon roquired under this Seetion 3,

Landes may, ot sy Bme, solleet and held Fundo in sn smseunt () sufliclent to pormit Londer to apply the
Funda at the thao specifiod wnder RESPA, mnd (&) not to exceed the mnxlmum smouat o keader oun requfco under
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RESPA, Lender shill esthante the amownt of Punds due on the Lngie of eurrent data and rossonable astimates of
oxprendiiuras of Muturo Bsaraw Tton or afferwies in aceardanes with Appliceble Lo,

Tho Fundy shull be hweld in on ioeiliundon whone doposiio are insveed by o fuderal agency, instrumontality, or
ontity {Ineluding Londer, if Londer is an insiution whose depesits aro so fnmered) or i any Fedsral Home Low
Bunk. Lender shndl apply the Fonds @ poy the Boerow Neres no Jaler than the thne specillad uwndes BRRSPA. Leader
shall not charga Bomower for holding and applying the Funds, oonually aoelyzing the eserow account, of verdfylng
the Haceaw ltemy, vnloss Lendor payy Boreower intorast on the Pends ind Applicoblo Law pormlts Lender 1o nake
pueh 1 ehurge, Windeys an agravment fs mude in witing or Applivatle Low requires jntercat to be pald on the Funds,
Lunder shull nof by raquired to pay Bomower nny {nferest or eimings on the Bondg, Borkowet oud Londet eon ngreo
in writing, however, Uit interest sl be padd on the Posds, Tondor shatl glve to Borower, without charge, mn
niaain] agaounting of te Punds sg roqulred by RESPA,

If there Is & surplits of Funda held in oscrow, ns doflned undor RESPA, Londor shatl necount to Bovrower for
the excess fandy in nccordance with RESPA, If thero is o shortage of Funds held in escrow, ag defined undor
RESTA, Londer shail notify Borrower as roquised by RESPA, and Horowor shell poy to Lendur the nmount
neeasnnty fo mnke up the shorfugs in scoordonoy with RBSFA, but in no mera than 12 mouhly prymonty, IT thers (s
a duficloney of Funds held in esorow, ws dofined under RESEA, Lendor shall notlfy Rorrower ve requited by
WHSPA, wnd Hoteower shall pay to Lendor the amount nocessury to muke up the deficloney fn secordanco with
RUEPA, but in no more thin 12 mopthdy paymunte, :

Upon payment fo 801 of ull sums eoeuredd by this Soeurity matument, Lendor skell prompily refund 1o
Boawor eny Funds held by Lendor,

4, Churgeys Thons, Borsowor nlinll poy oMl taxey, naecosmenda, ohorges, finos, ond impasillons ntebutnble 1o
the Froperty which can aliain privrlty over this Security Jnsinimont, leanehold paysients or geound ronts on the
Troperty, i any, and Comnunfty Aasoctation Duns, Feos, and Aseoysments, {1t nny. To the oxttent thet thosg items ey
Teorow Hema, Borrower shall pay them In tho matner provided k Section 3.

Dorrower ohall promptly dischurge uny lien whieh hos priety over this Secudty Instrumont unlogs
Bogrower; (w) sgrees in wrling o the puyment of the obigation socuved by tha Hon ln 4 yueaner ascaptablo to
Londox, but oudy o Jong s Bonower 1y perfoning such ageestiont; (b} conteste the Hen in pood fith by, or
dofonds agninat enforcomont of the lton dn, legel procegdings whioh in Lender's opinfon eperate to provont the
enforeement of the lien while thase proceedings are pending, buk only witil such proceeding nre consluded; or (o)
wwenires from the bolder of o Hon g sgeeormont gotisfuotory to Londor subprdinuting the len to this Seouwrity
Sustrnenent, T Londor dotorminos thut way part of the Beoparty 15 sublect to « ot which e attain pelorlty ovar thia
Soeily Iostonnent, Lender may give Wewower o aotica identifydng tho lien, Wlihin 10 days of the dnte on which
that nolice is given, Borrowor shell sutlsfy the Hon or take ous or more of the uetlons gt forth abave fn iz
Suotion 4,

Leader miny requive Bormower o pay a one-ime charge for 1 rond eatalo tox verfiention andfor seporing
sorvite used by Londer In consontion with this Lonn,

5, Property Insurance, Borcower shinil keep the fnprovemouls aow exislfop of hoteofler erecled on the
Property Insieed upainst Jony by e, huzardo nofuded within the term “extyndod coveruge,” ond any othor huzonds
including, but nat Bmited to, oirthqoikes ond {loads, for whish Londer reguires inguronge. This fnsprange shafl be
mushtpined dy the emounts {noluding deductivle lovels) and for the periods that Lendor requires, Whnt Londor
ruquires putsunnt to e precuding sontonces can chango dusing (he torm of the Leon, The fmvmnce enrler
providing the insumnoo shall be oliesen by Borower subjact to Landor's elght to dizspprava Borrower's ghalag,
whioh tlgbt shull siot bo oxoreised vrirepsonnbly, Landor may requite Borrower to pay, in contigetlon with this Loon,
oithor: (u} & ono-thne shagge for flood wone detortnntion, corliflcation ond tracking services; oc (b) & onp-tims
chavge for Mood gone detarminntion and eorfificntlon scrvives nnd subsequent charies each e remoppings pr
oimitlie tlwnges ocove wiich rensonnbly might nffeet suoh determivorion or eentifigotion, Hopowar shall also bo
rosponatble for the paymunt of any fees imposed by the Fadym] Bmorgency Monugement Agoiey In connection with
1ho review of sy flood wone determination rosulling forn an objoction by Bortowar.

It Bomower folly to molntain uny of thy coyeroges deseribed sbove, Lender moy obtin insuranes coverago,
ut Lunder's option and Borrowes's oxponga, Londar f2 indar ne ebligation to purchinge any pariiotlar fypo or pount
of coverngo. Therefore, sueh covorago whall cover Londer, hut sight ov might not proteet Borrowse, Bovtowes's
ouuily in e Proporly, or the contents of the Propetly, againdt ny cisk, huwerd or Hibility and might provide gronter
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or lessor oovesage than was provionaly In effeet, Bocowor noknowladgos that the ot of the Insyrance covorupe so
obtuined might signiffenntly ocovd the oost of fimuwange it Borower could have obiuined. Any smownls
dishwrsed by Londer under this Seollon 5 shell bovomme ndditionsd debt of Borrower geeured by ildy Svourily
Tustrument. Thede smeunta dall bear futerett at the Note rate fram the date of disbursement and shall ba pryable,
with eucl: infereat, upon notice from Lander to Botrowor xequosting pryeaent,

Al inetranco policles toguited by Lendor and yonewnly of sueh polivivs slnll by yubjeot to Leaders right 1o
disapprove such pelicles, sholl inelude o stondurd morgoge chice, uad sholl e Londor us metgages sndfor us an
additionnl losu payes. Lender ahall have tie right fo kold the pulicfee aud renown) certiffentes, If Londer requiros,
Borcawer abnll protapdly pive to Londoy all seeolpts af pald premiums and zenewal notlios, I Bomowar chtaing any
form of Inyurunce eoverngs, not oiierwlie regquiced By Tewdes, for dumnge to, or destuetion of) the Proparty, suoh
polioy shidl Inelude o standind mostysge clavsy and shall nome Londer o mortgnges and/fer &9 on additional loss
jayun, )
in tho ovent of Ioys, Borrower uholl give prompt neticn to the insuranse oorelor ind Londer, Lendor mey rmke
peent of low if not mude prompily by Bomowur, Unless Londor wad Borrewor otharwisd agras in wiiting, sy
Insuruno provesds, whelbor or so¥ ihe undaclying hunsange waes required by Londer, thall be applied to testorution
ar ropair of the Praperty, If the sestorstion oy repaly Is econpmicalfy fousible and Lender's sucurily is fal lessened.
Turdng cuch zepair and reatoration poriod, Londor shall have the vight to hold such (wsuranna prococds untl] Lopder
Ting bad on opporiaity 0 ipet suel Property to onsute the work Jins been completed to Londer's satisfaatlon,
providud that sueh Inprolion shell bo underteken promptly, Lendor muy disbugse procosds for the repirs sod
rastoration in o aingle payment or I a sorlos of progross payments oo the work I8 cermpleted. Unlees an agreemst i3
ade i1 weitig or Applicoblo Low roquires inferest o bu paki on anoh suenen procevds, Lendor sholl not be
required lo pay Bowrower any bitorest or entuings on such procgudy, Feod for publie adjustess, or ether tilrd purdes,
rofadned by Borrowar shall not be pald out of the lnsutanes procoeds and ohall be the sole obligation of Bomower, If
the reptomtion or rephir ia not coonomnienlly fonaible or Lendor's socurily wonld be lessened, the insuranee mrooseds
shull bo applivd tw the sume sevueed by 4y Socacity Ielrowest, whether or ot then dus, with tho excass, If eny,
puld to Bomowar, Soch invummos progerds slafl bo applied in the arder provided for in Seetlon 2.

I Borrower abyudans the Proporty, Landor rmay fite, negotinto and seitlo ymy ovailable inswrooce elndm and
rolated muflors, 1f Botrower doeg not reepond within 30 daya te n notiow from Londer that the insuranae ontrier hog
offerod fo sotile o elaim, then Lender muy negotinte and oettle the aleim, The 30-dey pered witl bogln whon tie
notee s given. In olther event, or i Lendor seguites tlio Property under Seetlon 22 or otherwiso, Tiorrowar horely
naslgns 10 Londer (0} Bomower's righls to sny Jnsucsies provcods i an praount not to axgeed the smownty unpnid
under the Mote or this Jeontlty Insteasnent, wnd (1) any ethor of Borrower's righis (ofher tran 1o xight to wy refud
af uneamed premiun patd by Borrower) under ol duwmngo policivs eovering the Propedy, ivsefor ue such vights
nrg ppplicabls 1o the epvorage of the Praporty, Londer trny wso the nseranco procecds oither to ropair or restoro the
Praperty oF (o pay wiounts vapuid undee Tk Woto o his Seouily Instranent, whether or nof then due,

6. Ovenpaney, Borrower shatl ocoupy, exlablish, und weo the Property e Bomowss's prinolpnl resldency
within 60 fdnys alter the exeoution of this Hecvrlty Tnatrument and shnll contbiw fo ocoupy the Property ug
Borrower's prineipel residence for at looat ene yoar afor the dote of aeovpeacy, undess Lendor gtherwine agzees in
wrillng, which consont shall not bo unrensonably withheld, or unlesn extanamting: oiteumstauces oxdst which are
beyond Buerower's control,

7. Presoevation, Mofutananey and Protocion of the Troporly; Inspocitons, Bomower ghall not deatroy,
dumago or inpadr the Propetly, allow o Property to deteriomie o consnil waste ot the Preporty. Whather ot not
Dorrower Ju rosiding In the Properly, Borsower ahdl moiutudn the Praperty in crder to prevent the Proporty from
deteriotiting o deoreuning jo vulue due t¢ its condldon, Unloas It fs dotormined pursitant to Scotlon 5 tht tepoir or
tostornfion is not scanomieally feaslbls, Borrowor shinll promptly repair the Fraperty If damngad to wveld futler
detecorution or dwange. If insurance or condomnativn procesds ave pid fn copncotion wiih damage to, or the (aldng
of, the Proporty, Rorcowsr shall'bo rasponsibly for repatring or ceatoring the Preputy anly if Londor hus rologsed
proveeds for such purposes, Lendoe inay disbarse procoeds for the rapirs and restoration In n sligle poyment oy fno
grrluy of progresy payraoms as the wink I comploted, i the insuranee or conderanntion proceuds nxe uot enfliolont
10 vopidr o voatom the Praporty, Bomrewer b not relleved of Borrower's oblignton for the eompletlon of such repolr

ot yantatation,
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Lender or it agent may make rensonebls ontries upon sud inspestons of the Fropasly, If It hos ronuonnble
cous, Lender may ingpect the inloelor of the impravemonta oo the Braperty. Leadsr shall give Bartewer nedice ol
the tirao of or priot fo surh ou interfor inspeation speoifying sneh rensenablo cause,

8 Borrawar's Lot Appliontion, Romower ghall o in dofoull if, duslng the Lows oppliostion process,
Borrower of sy persens oF entitles neting nt the diveotlon of Borrawor or with Bomowor's Jmowludge or consont
gave atexlally fulse, wislending, o naccurole fonmation or stuternenty to Lender (e filed w provide Lendue
with mnotorin] informution) i coumeation with the Lon, Mutotlal representationg inelude, but are not Tindled to,
represonintions sonceming Berrowor'y oeoupnnsy of the Property ns Bomowor's prinvipsl residence,

9, Protectlen of Loader's Intovest In {lie Proporty und Rights Unier this Security Inctvupiont, Tf (1)
Borrewar fails to porform the covennota and myroemsnls contaned in this Security Instrusent, (b) these is a legol
provecdiug thot might signifiesntly affeat Lopder's lnteredt dn tho Property andfor rightn ander (b5 Berurity
Leatroment (moh a4 a proceading in buskruptoy, probate, for condemnatlon o forfuliire, for enfomement of i lion
whiolt mey wilein prlocity over fhlo Security Ingtrument or to coforcs huww v tagutations), or (o) Bossewor hi
ahandonod the reporty, then Lender may do pnd puy for whatoyor Is vonsanabile or approprinte to pratect Lomdet™
Interest B {he Property and ciglts wider s Socngity Inatnonont, including protecting nnd/or asscaging the veluo of
flig Propecty, and seeuzing wnd/or ropaiving the Hroperly. Lender's actions can includy, but e sot Hmifed to: W
puying any vemas seonsad by o lion wlich hay pricsily aver this Scoudly Dstramont; () sppasrlog i court; snd {4)
piying reasouallo attotmeyd® lovd 1o proteot its interset in the Property und/or sighta under this Sacurlly Inutnunient,
including 1ts sacuted porillon in 1 benkniptoy peoceatiog, Besuring the Property biohides, but s not lnlled to,
cntoriay e Proporty to make repaies, change luc?m. raplico or bonrd up dovrg i windows, droin woter from plpes,
wliminate buildiay or ethet cede vislations or datgerovy conditiony, aund Lave utllites twemed en or off, Although
Londer mny take nctlon under thiv Seotlon 9, Londer dove not litve to du vo and {8 nat under eny duty or obligetion
to do 8c. It 14 ngreed that Lender Inenrw o Hability for not taking any or afl netens sudiotized under this Scallon 2,

Any sounts disbuisod by Lender wndor this Sestion  sholl become additionnl debt of Bosrewer semred by
tifs Seeurity Instrament, Thoso amousts ghell beat indarest ot th Note mte fom the dut of dlsburdonant and shall
b pyalde, with auch {ntosoat, wpon notlea tom Londer to Barrowes requoating paytaont,

1 thin Seenglty Insirumont is on u lensoliold, Borrawor shall earaply wilh ol the provivions of the Joasu, If
Dotzowe: seguircs foo Htlo to the Praparty, tho leaschold and the fec thilo sholt not morge unloss Landor agrsos to the
morger in wrlthg, Borower sholl st swcetider the Joaschold eatite und dnlezests bevoln eonvoyed or termivute or eoaeel
thie gromutd Jense, Bowower shutl not, without the express wrllten consent of Londer, altar ot utitcnd the ground paze,

10. Morigape Tosurance. If Londer sequired Morgnge Insurance as o conditlon of meking thi Faonn,
Botrewor sholl pay the promluns required to makataln the Mortgage Insuxanes in ofteeh It for any readon, the
Mortgogo Inawnnce coversgs raquired by Lendor cedted t bo nvalinlte from tho movipoge Ingwrer that proviowsly
pravided gk Hwaranes wnd Bomower woa yequied to make sepatstely dosfgnuied poyments toward the promiumng
for Mosipape Tnwwrunes, Buwowar shnll pay the presiumy required lo oblnin covemga substantlally equivalont to the
Murlgayge Insurance proviously lo offect, of 8 oonl substuitinily pqulvalont to the coat fo Barcower of the Morigoge
Tnsuronce previowaly v offpof, from o slternnte merigage lnsusor sulucted by Londar. If' substantinlly equivalent
Mottgage Inuucsnee eovernga Je not availuble, Dorsowor sholl continie 1o pay th Lundor the ameunt of the separn(ely
donignated payments (hat wees dus whon fip insumnee vovetajs ueassd 1o be i effoet, Lender will aceopy, uea aud
totafn theee payinetts ng & now-refundabls loys sasarva in Jau of Martgage Inournice. Sush Joos reierye Sial] ba nop-
rofundable, nolwilistandisyg the Sot ot the Loox is ultlmntely pald in full, and Lender ehnll not b raguired to puy
Forrower umy Intotenl or eucings on uoh loss reaerve, Londer wan no longer vequite loss teaceve payments IF
Morgayo Inzutance coverags {in the smoint wd for the poried thet Leader equites) provided By un dmsurr mleoted
by Lender agan becomes avadlublo, io oblalned, and Londer roquires sepamiely dusigmded payiaents tovwnsd iha
preidwng for Mortgoge Tnsurance. If Lender reguived Morgugo Insnrines &3 4 congidon of muking the Loun and
‘Borrawer wat yoquited to make supsestoly dosigaated piyiens townrd the pronuaing for Movigapge Insurance,
Tomwower ahall pay the premiums required to muintoln Mordgage Tnudsuie it offect; or to rovide b non-rebiunlible
Tosa veserve, uatil Lender's requitonent for Marignge Dasurance ends fn occordones with wy wrliten ngreemont
butweon Botrower md Londer providig for suell terminotion or watll termluation ds required by Applicalido Taw,
Mothing in thls Seation 10 aflsels Borawer's obligation to pay aterest nt (he zule provided in te Naio,

Murtgnpe Tneurines toimbueses Landar {or any antity (it pusehoses tie Noto) for corlaln losses It sty Iusur
it Bogyowor dous nol repuy the Loan or ngeeed. Barcower fa not u pardy o the Morignge fnsurance,
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Morlgage insurers evaluate thelr tatal sk oa el such Insuzance in foree frona Hiae to limy, tnd oy enfer
inte agreomenta with ather partica that glinre or modify thelr sk, or reduco loases. These ngreentculs ore on lyoms
and conditlons that are satisfhctory to the mostpoge Iheurer and the other party (or prrties) to theso agrooments.
Thete syrotinents nuy reguio the moriguge fesarer to male poymants walng aay souree of Tnds that the marigege
insurer may have avallable (which mny dnefude fuvts obtndowd from Mortgage Inswmnes premivms),

Ag v result of hosw aproutnonts, Lender, nny purchpeos of the Note, another Inaurer, any rolneuror, wny other
entlty, v any effiliste of any of the forogolng, rny sepafve (dixeoly or indirsotly) amuwmts that derlve from (or
mfght bo eharselerleed 04) o portivn of Borrower's payrments for Morigoge Insurance, in cxchongo for shnking or
modifying the mongage insueer's xink, or voduofng Tnsses, TF ouch agreoment provides thet on aiYilinte of Lendor
laked w tharo of the bnsurer's 7ivk In exelwage for o shure of the premiums prid fo the insurar, e orengenient fs
ofton torrned “eaptive reingurancy, " Turthar

() Any guch sgrocoientd wilk not alfeet tho snounts that Bervowar hud agrood fo pay for Moriguge
{usurance, or any other teraw of the Loan, Sucl ageoementy wlil not increaso the amount Barvower witl awe
fur Mortgage huraney, ad they will not eaflile Borrowoer to ary rofumd,

{b} Any such agrooments will net sfieol the rights Borvower s « 1 woy = with respeet (o Sho
Mortgage Insurnace undwr fho Bomoownurs Frotoctlon Act of 1998 or uny oilor low. These vlghiz way
fnclude the right to recelve cortaln disclosures, (o request and obtali ennealintion of tho Morigapge Insucanen,
t have the Moctgape Irsuronee ferminated autormatieally, andfor te rocelve n yefund of wny Moripage
Tusurspoes pranleots that wore unoarned at tho {imo af eugh cangollation or fermlnatlon,

11, Assignment of Mivesllmeowy Broeacds; Xorfolturo, Al isoollaneous Proceeds aro horohy aysignad fo
wid glintl o poid to Londer,

I the Propety Ts damuged, such Miscollateous Proceeda shall be applied 1o reatomtion or ropwir of tho
Proporly, if the rostoratfon or rypair §a scangmionlly fepsible and Londer's soeurty T8 not lassenod, During such
repair ot testoration poered, Lender shall have the right to hold such Mireollaneous Procouds mitil Landor hes hod
Al oppeHUNIY 1o inapeet swel Peoperty fo ensure Mo work hus been completed o Londor's safisfacilon, provided
tinet puob inspectlon shull be wnderisken promptly, Lesdor wsy pay for the repnive ynd restoratien fn n slagle
disburaoment or f o stelog of progress payments ag the work s eompletad, Unless o agvosnent 4 aiade In writing
o Applicable Law requizey fnterest to bo podd on such Misocllaneous Froeecds, Lundor shell not be voquired 1o puay
Bompwer any inforoat or ewmings on such Miscelloncous Proceeds, I the teatocation or repadr 18 nol economisally
feupilly o Londer's soanrily swnld ho looamand, the Miscollanesug Pravosda sholl be applied 19 the sums scoured by
this Busutlty Tnstenmont, whathor ov not then due, with the vxcoey, it sny, puid to Borrowen, Such Mikcollueosy
Proceads ghll be applied {n the order provided for in Section 2.

I the evont of o totel laking, destruotion, or 1oss &k value of the Fropedy, the Miscelloneous Procoads ghalt
ba uppliad to the awms secured by this Securlly Insrumont, whothor or pot thon due, with fho excess, I any, poid to
Borrowor,

In the evost of v purtie] {ukingy, destrystion, or Joss in volue of the Mroperty in whieh the fuly morket valuy of
tho Praparty immediatoly bofore e pazdal tekdg, destinotion, or lose I valor 18 equal to or preator oo {he amount
of the sums seeured by this Secarity Instroment immediately hoforg the partial taking, dostruetion, or Juss in volus,
unfesy Borrowor and Lender otherwiee ngroo In weiting, tho sumy evoured by this Seoudty hstrement ghall ha
secluoud Ty e wsronet of e Miseeinoous Broveeds mulliplied by the folleving fmation: (g) the total amount of
the sums soeared frunediotely boforo the partind taking, destraction, ov Joss in valus divided Ty () O fafr mockat
vatup of the Propeny Inuncdintely belore tho parial toking, deshuction, ot lose In velue, Any balunes shell bo pald
o Horrowor,

In the ovont of o poctial takleg, destruction, ot loss in volue of the Praperty it whiolt the fuir murket valus of
the Propoerly immudintely betoro the portinl taldng, dewtruction, or losa in valuo §s Teey than the smovnt of the s
eeowred dnadiniely bofpre tho paxtin] takivg, destewetion, oF loda I valug, usluss Bomower nod Londer othorwlde
agree Tn weiling, the Misvollanvous Froceedy siwll be uppliud lo Cia soms cecured by this Suawdly Tnstramaent
whothor or ot the sumy aro then due,

If the Property ta abondoned by Boerawar, ot i, sfler ootice by Lender to Bomower that the Opposing Party
(na defined i the noxt sontence) offosy to ke an awurd 1o selile « elwim tor dunages, Bomowar il to soupond o
Lender within 30 doys oftor the dute the nofico [s glven, Lender i wuthorized to coleat ond opply the Miseslloncous
Procaeds olthor to sastoratlon oF tapuis of the Propery or to the suns securcd by this Security Inetowmenl, whelber or
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not then due. *Opposing Povty” means the thivg pavty that owes Borrower Miscailetieous Proceeds or the porly
ngainst whom Borrewer haa a fight of actfon In rogard to Mlacotlancous Procends,

Bowower ehail be in detault if any action or procseding, whether olvil or orlinine, ia bopun that, In Lendor's
Sndpment, couwld zeanlt dn forfolture of e Proporty ot other muterial tmpalvment of Londor's interoe! i the Froperty
o ¥y under this Syowily nebument, Bomrowor ¢ain ouro sueli o dofult aad, if coeelomtion g accwrred, relnatotn
o provided dn Sectlon 19, by cousing Mo sctfon or proceeding 1o bo dlsmiszod with a xaling that, It Lender's
Judgmeont, precludes forfuiture of the Prepurty o othey materinl iniprirmont of Londer's intorast in, tho Proporty or
rights under this Seourity nplrumont, The provesds of any awned or olaim for damages that are atttlbuioblo to the
finpadnmuent of Londer*y {oterest fn e Propucty nre herely asalgued and shall B patd to Lender,

All pMisceilansous Proceedd that ore nok applied fo resteration or repalr of the Properdy shall bo applind do the
crder provided for It Seoton 2.

12, Burroyor Not Rolonsod) Forbearnnee By Loaider Not i Walver, Bxtension of the time for payment or
modifivation of mootiuion of e siwos seoured by Tis Beowtdty Instroment geandad by Londer to Borcowae or uny
Sucekzer in Intesest of Worowor sholl not epemis o reloose tho Hebility of Hocrowor or any Successors in Yotorear
of Bortower. Lender shall not be taguired to conutense procecdings against avy Buccessor in Iterest of Bomower
or to roflge to oxtond fime for paymont or ethorwse modlly amartheation of the sums seaured by this Scoudty
Ingtrument by reseon of apy depdund made by the orgiin] Bacrower or sy Suovegioty In Interest of Borrowur, Any
forbentanos by Lender in excrolsiep any lght or vioedy dnoluding, withont limitation, Lendur's aceeptonse of
pryimenats o thivd persens, entities o Suceossoms D1 Inferest of Bormewer or in wnottnds Tess than the ameunt e
due, sl not Bo o widver of or proclude the exerelse of iy lght or remady,

13, Yot pmd Soyveral Einbflity; Co-signors; Succossors nud Assigis Bound. Borrower covonsnts nod
ugrooy that Borrowes's obligationy and abitiy shall bo joint und soverat, Rowavar, any Botrower who co-gigus ihiy
Somuyfty Instnmont but doos not oxacuts the Nota (o “co-uljmor)s (a) B co-lgning tis Seoudly Inatrument ouly to
rnoptgnge, granl and convey e eo-ulpne’s intorest in the Propurty ynder the terrns of thiy Szourlly Inatryment; (b) iy
not personully obliguted 1o pay the sums secured by this Beoucity Tostrament; and (¢) agrvoss that Lawdur and sy
vthur Hurrower van ngproo fo extend, modify, fertwar or make aty ceconmedations with regnrd to the teany of this
Soenrdly Istrumnent or the Note withowt the co-signor's consont,

Subjeet to o proviglong of Scolion LB, any Sucedsser 1 Intexest of Borownr who assuies Rotrowar's
ebligntions under b Becuddly Tnglowment I waliing, wid iy spproved by Lendur, shnll obtain ull of Bomewer's
yights and bonefils undor this Sesurity Ingtuntont, Borrower shall not Yo released from Borrower's obligations and
linbility wnder s Beowslly Insivsmcnt unicse Lender agroog fo such release dn wrting, The eovennnty and
apreemonts of thiy Security Instriment shall bind (exeopt td providad in Section 209 nd beoofit the succossem and
nasfoy of Tty

14, Lown Cliegoy, Londor may ohurge Borrowar foon for sorvices perfortned in connuction with Bomower's
Jdefnlt, for the pwipeae of profecting Lender's intorest in the Proporty and rights widor this Secwlty Tnatrument,
inetudiog, but nof limited t, attooeys® feon, propecty Ingpaction aod vuluation fies, In regard to sy olier fees, the
abseary of axpross authority in this Sveurlty Insleumond to elierge o epsolfic fo to Borrower sholl ot be conatrued
3 4 prohibition oo the chorging of sweh foo, Lendor may niot elurgo fees that ure expressly probiblted by this
Becurity ngtnumant ot by Applicoblo Low,

I the Lone io suljuot o o Tew which gots merimum loan chatges, snd thet Inw Jo finolly ioterpreted ao thot
tho intaraat o other Jomn charmos colleated or to bo collected in connccHon with the Loan exceed the ponmitted
Viwrdty, then: () any such Joan chazge sholl bo reduced by the imuoint neevssocy to redace i clinsge to e pesinilted
Hmit; asd () ooy ssong wlieady colloptad from Bomower which exceeded punmitted Hiaits will be rofunded to
Borzowes, Lasder suny choose o ke thie vefund by reducing the prineipal owed vider s Nole or by makdoy « !
direet prymont to Borrower, If o roflind reduces privopel, the reduotlon. will bo tonted ne o putlel propuysmont !
without nny prepiymont ohavgo (whoilor o npk p prepayment elinegs 1o provided for vnder the Note), Restower's v
aecoptusee of any suel toluud mude Ly dioot paymoent to Bormowor will conslilule o walver of any ddght of uotion
Barrowor might have arfsing out of such overgharge,

18, Notiees, A notleos glvon by Boreowar o Londor in conneotion with this Seeueity Instrumont coust be In
writing, Any notles to Borrower by oomweiton with this Socurdty Instrument hall ba deomod to hava boea given to.
Horrower wihou wnlled by firet olaws mai) or wien solantly deliversd to Borrower's noties addross if sont by other
meong, Mitios to any one Bosrowor shall constitute notlse to afl Hotrewoers undesy Applienblo Law exprussly
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tequired atherwiso, The notiee addreas shull be the Propedy Address unless Bomower Los dosigamtcd o substituie
nolice addreny by nedice o Lender, Borrower dholl pramptly notify Lender of Bomower's chonge of sddtuss, If
Lendor specifles o procedurs far zoporting Borrowet's chango of nddresy, thou Borower skell only repott n chonge
of wdilresy theough tint upuollied procodute. There miy by only ono deslginted netley address undsr this Seowdty
Tnstrunent wt any ena e, Any nolive jo Lender shall be given Ly dellvering it os by mal jing # by fivat elesg mail to
Tender's addvosy stoted horols unlezs Londer has dosigunted enothor wddross by notice fo Horrowor, Any notleo in
conngcilon with tis Seeurity Instrament sholl niot ba deomed to buva bopa given fo Leader unti! semally recelved by
Londer. If ooy notice vequited by this Securlty Tusteunient fa alse requived widor Applicnble Law, the Appliceble
Law requirornent will aptiafy fho cemresponding requirement undor this Sovurily Tnutniment, ‘

14, Governiny Law; Soverability; Rulen of Construction, This Securlty Instroment ahntl be govessed by
fedoru] Tnw ond the Jaw of the jurivdlotion in which the Proporty I locatod. Al dyhts and obligations contained {4
this Seurity Instrusmcnt nro swijoot fo wny Tequirements nil hniintions of Appliosbly Luw, Applivabie Law might
expliclly or impliclly sliow fha paties to gea by contmet or it might be sflont, bt sxch sience slall not be
oonstruad az n probibitlon ngainst agreemont by contract. In tho ovout that oy provislon or clisse of this Scourity -
Inotruraent or the Noto confiiets with Applivabls Taw, such conflict sknlf not affeot other provisions of thiy Seowity
Instroment or the Note which eon bo glven efftot without the sonfliating provision,

As vined in iy Seewlty Insteunont (0) words of the masouline pendor ghall mopn und ielude corresponding
nouter words or words of the forndinfue gonders (b) wordy in the sgylnr sholl wiens and elodw fhe plaeal pod vieo
veruny and {o) the word “nny” gives sole disoretion without wny obligation to tko any actfon,

17, Borvower'y Copy, Bovcower shul} be glvon ono copy of the Nots ond of thig Seeuslly Insirurment,

18, Transfer of the Properly or & Denoficlal Intorest in Yorrowar, Az used fn this Seeton 18, “Intorest In
the Proporty™ muaes any Jogul o bonofiefel intercat in the Property, inoluding, but net limited to, those benefiein
intorusty ansfereed fn n bond for deed, conteot for decd, Insialliment snlos contrnet or egerow ngroomeat, the intent
of which i tho franafer of tilo by Borrower nt o fulure dofe to o purchsaot

1Fadl or any purt oF thi Veoparty or any Tnterest in the Propory I sold or transfemed (or i Bomewat g wat a
natutal pordon and & beneficdal inforost in Borrower 18 60)d or wanaferred) without Lendor's prior wrllton congont,
Lendor may require impgdfate pryment in full of alt swme sevwred by Oy Jevurity Zistonnont, Howeaver, this optios
alnl ot bo exerclyed by Lendos i such exerclsn (s prohibifed by Applicobls Luw.

If Londoyr oxetcluon s aption, Lendor shall pive Borrowar notico of aocelerntion. The nelice ehall pravide
norlod of ot Jops thun 30 days front the date the notlee iy given In necordunce with Seetfon 18 within which
Berrower naust pay olf suma scoured by (hip Swourity Tustannonl, If Borawor fulls to puy thos sunws prige to the
exphrution of this porlod, Lendos may inveko any romedive permitticd by this Seoweity Tnswament without fusthior
nofice of detannd on Bowowwier,

19, Borvower'y Ripht to Relastaty After Arcoloration, 1T Bosrower ety corein sonditivnd, Bomewor
shinll luwe tha right {6 have onforcement of this Seourity Inalmument disventinged ntany thas prier fo the encient oft
(1) five duys bolors suls of the Property purvant to any power of sale ooninined i thia Saearity Tnsteamont; (b) such
other poriod v Applicable Low mljght spocity for the termination of Bosrower's tight to reinulate; or (8) entry of 2
judgrmont eoforsing s Securdy Ingniment, These conditions acs that Borrowor: (o) prya Lendor gll sunig whieh
then wauld be due under this Securlty Tosteument and the Nobe e it no soosleralon had aoswered; (B) cures any
dofault of mny wfher covenmly or sgteements; (0) puys 8l expeased inguited in edlorging this Sceurlty Matrument,
{netuding, but oot Hmited 1o, roasonoblo attomeys® foes, properfy inspection and valuatlon fecs, and other foes
Inewrred for the putpose of protectng Tonder's intorest [n the Praporty and rights wndnr thi Scoudty Instourmnant; ond
(d) tukes much noton, ag Lender muy revoganbly require lw apsyye Ot Leador's interent fn the Property tnd vighty
unger thiy Socurlty Instrwimont, and Borrower'a obligation 1o pay thie swms soonsed by this Bocurity-Inatrument, shall
continue unchunged, Lender moy toquire that Borvower py such rolnelatoment sums und meponses {0 ohe or moze of
the fuliowing Tom, oy seloeled by Lendor (a) onelr; () smoncy ordor; (o) curliffed shuak, bunk chavk, troosurer’s
eheok or cowbdors cheek, provided uny sty oheok it drawn upon un Distitation whose dupealis are Insuased by a
fidocal npeney, instromentielity or eotfty; or (d) Bloctronle Funds Tronsfor. Upon roiosintetnont by Bonower, this
Security Ingtrument aud ebligations seoirted heeeby sholl romuin fWlly offbotive no it no accolomiion Lad scourred.
Howover, this right to robpstate sboll sed apply io the ense of accolecion wador Beetion 18,

%6, Sulo of Note; Cliwnge of Lon Servicer; Notlee of Grivvance The Woto or 4 pastial Interast i the Note
(tapethor with this Security Instrumunt) can be sold ane or more tned without peor notles 1o Borrawer, A sule
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gt result i o ohuoge lo the entity (known a9 the “Lotn Serviges) thot cotlecls Perivdic Payments duo undr the
Noto and iy Seonrity Instrunont wod pesforing oller aorigage Ton sorvicing obligntdons under the Moty, thiy
Seourlty Inatrurent, and Appileable Tuw, Thare alse might be one or moro changes of the Loan Sorvicer unreluted
to o cnlo of the Notw, If thers is u chenga of the Lonn Servicer, Borrowor will bo pivan wltton notfer of the sliange
which will state the name and addreas of the new Loan Sorvicer, the address to which poymonts shoukd be mado end
my ofher Infonnation RESPA, xaquires fn connactlon with n noties of trnsfer of servicing, If the Motw 1y okl wnd
thuceattor tho Lona [s soryiced by o Lonn Servicer otler then the purchoscr of the Mote, tho motigage lonn sorvielng
obligationy to Bomowst with reranin with the Lean Sorvicer or e tronsforred 10 & sucoeasor Loan Swevicer natl aea
not ssmumed by the Wole purchoger untesy gthorwise providud By (he Note purchaor,

Holther Borrowor nor Londor may communas, Job, or bir Jodaed 1o any jucdioind aotion (un wither an individasl
litigmnt wx the mamber of & clage) that ardded frpe tho other party’s scetions puysuant ty this Securily Inatoanent or
thut slluges that the other purty hua bresched any provislon of, or aiy duly ewod by rouson of, tds Sceurdty
Tnstrumnent, until such Borower or Londer has noliticd the ofhor porty (with auch neifoe given In complisnen with
the requizermentn of Seotion 15) of sveh allaged brench and nfforsdud the ailior picly heselo o seavonnble perad afle
thy giving of suoh notfor 1o tuks comeative nelion, 1T Applicabls Law provides o thus period which must slupee
bofaro cortadn autfen aun be taken, Mat dmo perlod Wikl be deanrad 1o be reasonable for purposss of thia patageaph,
The notice of eeeolorotion and opporunity 16 gure given to Bomower piusuant to Section 22 nnd the ootice of
ueettonulon glven 1o Borcower puestant to Section I8 shall bo deomud (o satisly the notice and opporfunily to tnke
eomoctive aotlon provistons of this Seetion 20,

21, Hnznrdony Substanees, As used in this Soetlon 211 (o) "Huzardous Substmices” nro oo substnces
dofined 0g toxle or hnzarders substances, poflatonle, or wastes by Huvironmentol Low and the following substances;
pozcing, kerosone, ollor finmumobls or foxlto potroleun products, toxie pesticldes and heibicldes, volatilo aulvents,
sontosinls conteinbg asbostos o formuldehyde, and radloactive materinls; (b) “Environmentsl Law" mesus fodeml
lawy ond Taws of the jurdsdiction wlere the Froperly 1o locoted that rolsto 10 healih, aafely or vavirotimentsl
protection; {¢) "Buovironmontnl Cleanup” includey ouy responzo oclion, remedial geflon, o remwoval avtivn, By
dafined in Eavivonmenta] Low; and () an "Buayironmental Condition™ means o couditten that ean eause, contribute
to, or otherwise trigger on Bviranmental Cleasup,

Borrower shall bot cavse or pormit tho prescoce, use, disppand, slorago, or rolvwse of nuy Hoeardous
Subatonowy, or thresten to relonss ony Hovordows Subotanoes, on o by (he Propesty, Borrovar shall nod do, nor nllow
anyang ¢lse 1o do, myihing affocting the Propeny {a) that iz in violnticn of say Bnyivenmental Law, (b} whidh
vreales wn Eovironmental Gendition, or (o) which, due to the presence, use, or roloase of o Hazatdous Subslunce,
erontes & condiion thal adversely affects the valuo of the Property, The preceding two scntences shotl not spply fo

==

R T —

0 the pregenee, use, o storage on the Dropesty of small quoniitios of Hauzavdous Substoncos thot uve gononily

rogognizod to be approprinte 1o nonmgl vesidopfinl used md o maintounney of the Broperly (noludisy, bof not
i Hmitod to, hozardons substaness in conmmor produsis), ,
ﬂ{ Bommower shall pramptly pive Lendor writton notice of () sny invoesligation, cleim, demand, lnwoult or other

notion by wny govetnmiental or regulatory spancy or nrivate party wvolvng the Mroparty snd nny Hezardeua
Substunee or Haviconmontal Low of which Dorower hoa noteat kaowledge, () any Envitenmenial Conditlen,
including but not [imited ta, ony spllling, locking, disohorge, release or thrent of teloaue of any Huznrdous Subotance,
widd (@) any condition coused by the presenaa, uee or coleade of o Hazardous Substane which adversely nifeots the
vilue of the Proparty, If Dowower leatay, or § notiffed by any governmental o roguiatery authority, or puy privato
putly, that sy romaval or other remwdlution of wy Hueerdosy Sobutence offeuting the Propecly #5 nueossacy,
Torcowar shull promly twky all necossnry remodiol vatfous in acaordonce with Bovironmentul Law. Maothing heraln
sholl oroaty amy obligation on Lendur for an Bnvivenmental Cleanag,

MON-UNIFOIM COVENANTE, Dosower and Londer ferthor oovenunt and ogran ay follgwe;

22, Avcolyrution; Romed{os. Lender shail plve ootfee (0 Borrower prior o necolorntion following
Borrower's hroaeh of any eovenant ov agreemont (o dhis Security Insteumont (but not prior to aeceleration
undor Secilon 18 untesy Applleablo Law provides otbarwise), Do notlee sl spoeity: {n) e dofanlts () the
aetlon roguired (o cure the defaudly (o) u dute, not lesy than 30 days froo the dute tho wotlva 1y glven to
Borvowor, by whieh ihe defult must be cureds and (cd) that fnflure (o eurg tha delpulf on or Bafwro the dife
speclticd in (ke notico will rosult in aecoforatlon of the sumy seenrod by thls Securlly Xnstrwinont and snlo of
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the Progerty, The natico shodl further fuform Borvowar of the rlpht to relnstnto sftar aceolorution and ta
right to brlug & court actton Lo assert the son-cxisfonce of o definlt or any othor dofense of Rorrowor to
aceelerntion vt sulo, Xt o dotiunls Ig nof ecured on or bofare the date spocifled o the notlce, Londor i ity
option muy roquive fmmediute puyment i Bl of all sums seeuced by thiy Seourlly Ingtramont withoeat
furthey domsnt sod ooy Inveko the power of sato and any other rotuedter permiited by Applieable Law.
Loudur shall be outltled (o colloct o exponsoy neurved In purauing the remedies provided In (s Seotlon 23,
Tueludtug, bud nod Halted to, reasonable attornoys’ fees und couly of {iile ovidonge, Tor fhe purposos of {hfy
Sectfon 22, the term “Leoder? [neludes nny Jioldor of the Note who is antitled to vocelvo payments wnder the
Nota.
It Lender fnvoles the powor of snle, Lender or Trustee shall glve netioe of the thne, place ond toying of
pido by posflug ond Nling the notlee ot Tpost 21 doys prioe to salo aa provided by Applicable Low. Lendor gholt
matl a copy of the notlee to Beecowar D o esuer provwellod by Appliosbls Law, Sole eholl ba mada at
pubdle voudae, The sale must bagin of {le fme stafed (0 the noties of sato o1 not latar ten thieo kouey after
that timo and botweon 1ho Lours of 10 o, snd 4 pas, on the fivat Tuesdny of the msnth, Borrower authorizes
Crastee (o sell the Froperty to thie highest bdder for ensh fn one ar move pareels and {n ony ordor Trusten
dotormines, Londer or Is dastgpnoe may purchasy the Proporly of sny sale,

"Tragton shall dollvar to tha porohaser Trustoa's deod conveylng fndetvasihly Hitls do tho Broporty with
covennily of goneral wircandy from Borvowor. Boreower covetants mul npross to defesd goneraily thy
purchnsor's Gy W e Propecly wpelost all olulmy ond demands, The rocitals fa tho Trustoe’s deed shall be
primn faglo evidanco of tho {ruth of the statermonds made thoroln, Trustoe shull xpply the proecueds of the snfe
T the folbosvingy ardert (o) te oll exponsos of the sole, Includiag, but not Uinlted to, reronutle Tenafoo's and
whtorueys! focdy () 1o ol swns seewred by difs Sceurlty Instrument; nnd {¢) nuy oxeess (o tho poveen or
pevsons lopotly entlihed to i,

T6 e Proporty is sold purauont to this Seetton 22, Dorvowoer or any person holdlug possesslon of tie
FProperty through Borvowor slall immadiately surrender possesslon of the Propory to tho purchinger ot that
sules IF possession v not surrendered, Borrower or such porson shall bo u fengaf ot snffersnes aod muy be
romovod by writ of possessiun or oflir couet proeceding,

24, Koleass, Upon paymeont of ol suma ascured by thiv Secutity Insiramont, Londer shall provide a rulvoso of
thie Aeetrity Insumuent to Bomowor or Boerower's designated agont in accordance with Applionble Low. Bomowar
shall pay any secardution costs, Lender mey ehorgo Bomower o feo for tolonfng iy Sequeity Instenraent, but only {ff
tho for i puid to o third porty for soeviees rendesed o he ohagtg of the fou &5 papmitted woder Appticsblo Luw, .

74, Sulmtitute Teuston; Frustoee Liability. All ciplty, temodles and dutivs of Trustes under (hiy Seourity
Toastaunnent iy b exersizod or porformed by one or niore trusteos seting alone or tegetor, Lender, af its option nnd
witlh or without couse, may from time fo tims, by power of sttoxnay or othoswlso, remove ar subatiiute nny trstas,
add ong or morg fsiacs, o appaing o dueceuser trustes to any Trister withott the nucesatty of sy furmulity othar
then o designation by Lender in welting, Without any fnther uot o sonveyonen of fhe Property the substitule,
additlonal or suoeeasor trustoe shyll become veostod with the title, dihts, remedius, powers and duties eonforrod vpon
‘Fruslee herain nud by Applicable Law,

Truttes shall nat be Hable iF asting upen any notlce, request, congent, demnid, entment or othor document
balieved by Pruitas to bo eerreet, Trestes sholl ot be Hable for uny ool or omissivin valess such st or amiseion du
williul,
26, Subrogntion. Any of the pracoeds of the Neto used 1o toke up outstonding Heng agalnst ull ox nny pott of
the Propecty huve beon advaaced by Lender ot Borzower's roquest ond vpon Borrowar's meprescatation that siok
nrronsts ure dduo wd e sopuzed by valid iens sgolnst the Frepeity, Lander ghall bo sobregated fo ony and aH rights,
guporior titloe, Hons and oguitiza owned or claimed by any ownee of holder of uny outstmiding Hons and dobts,
eurcdloss of whothor said Lioug or debts ore acquired by Lender by nsslgnment or ore relensed by the holder thereot’
upon puyment.

26. Parthd Tovalldity, Iu the evont any porthen of tho suns intended to bo zocured by thiz Seourity
Instrumont connot ho lawlally accurcd horohy, paymonts in reduction of such surns ghnl! be applisd firet to those
posthony ot scoured hotoby,

27, Pucchaye Money; Owelly of Parillfon; Ronownd and ¥xtenslon of Lieus Agabwt Tomestead
¥roporty: Aclwowledgmont of Cosh Advimesd Agafist Non-Homestond Froporty,

gﬁ}mﬁl{:}m Hanily=Rxunle dnc/Freddie Mae UNIFORM INSTIRUMINY Turria 3044 108 (e 13 ¢Jf.!4pu‘|rd.;')
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Chock box ng applicable:
[8] Durchose Monoy,

The funds advaoced 1o Homowor aader the Nete were wsud to pay all or part of the purchogs price of the
Propurty, “The Woto slye iz primurily secueed by the vendor™ Hox retnined in the dead of even date whih s Scourlly
Tustrumunt eonveylng the Proporty o Borrowor, whivh veadoc’s lien Jus been avalgned 1o Londor, this Scourlty
Tusfrupuent boing ndditfonal secowily for suoh vondor's Hon,

71 Owally of Purdilon.

The Mote repreacnis funds advanced by Lender st the spacinl instance and roquest of Botrower for the
purpode of uequiriay the entive oo slopls ttls to the Troparty and the existence of i ewolty of partition itnpoaad
ugninet the eptiety of the Froperly by o court ordor or by u wrilten sgreoment of the parties to the gactition o seeuro
the paymont of the Mota J8 axpressly noknowladgad, sonfessed mnd grapted,

[  Renewnt nmd Extonston of Lloue Agninst Homoestoud 3roporly.

Tho Moto Jv in ronowal nod uxtension, but not in oxtingulshment, of the Indekicdness desedbed on the
nttachd Renawal ond Bxtension Brhibit whicl ly incarponted by iofoyoney, Luwde f wiprossly subtogated fo sl
righis, Nens dnd remedies secarhayg the orlginat holder of a note evidencing Bomower's indeledness wd tho orighinl
liens gecuring the debiodnosy are senewed and cxiended to tho dato of manlty of the Noto it xenewal and
extenyion of the indvbledneys,

] Acknowledgiment of Cosl Advanced Agninst Non-Homestond Troperty,

The Mote sepresents findy advaneed to Bowower on this doy of Borpowor's roquost snd Butcower
noknowloties roralps of aueh fands, Bosower strtel it Botrowar dowt not now and dees net Jatend aver to reside
on, wee in any manscr, or elnim the Properly negured by fhis Securly Inslroment za n Business or regldontinl
homestead, Bortower dlselning ol homestesd righty, inorosts and oxemptions rolated to the Propouty,

C] Otten

2%. Lun Nut o Home Eqully Loun, The Lown ovidonced by tho Note {¢ nat an axtension of vredit oy
defined by Seclfon S0(n)(6) or Seetion SO{)(7), Arilcle XV, of the Texay Constitution. If tie Froporty is usnl
na Borrowoer™s vesidonee, then Boerower pgrees thiat Burrower will receive no cash feons o Toan evidoneod
by the Nete and that any sdvanees not noeessory to parehinsn the Fraporty, extlnpgoish an owelly lien,
complete construethan, o renow tnd extend o prioe Ho ngainst tho Proporly, will bo nsed to vedugo (ho
bnlattco pvidoncod by tho Nole or yueh Toan will bo medified to evidouss the correet Loan baliaws, al
Loaddar's aptlon, Borrower preok o execute noy doevmentation notessary (0 comnply with this Soctlon 28,

‘g{rﬁqxﬁ\l’%ﬁgulu Fumiy-¥untdo MavFredute Mag UNIFORN INSTRUMENT Vot 1644 1103 {prge 13 of 14 pigoy)
! h

Tigle Data OW  POELG0LL  HA  ¥611480,013 .



Case 1:11-cv-05988-UA Document 22-2 Filed 08/30/11 Page 179 of 212

BY SIGNING BELOW, Borawor uccepls and wgrany fo the fesus otd eovaimats sontadned do this Seeurty
Tostrumont and in any Rider exscuted by Borrower and redorded with it

eal) (Sea) { @‘V&:.,

=

~Derower ~Hiilwad
(Beat) (Yeal)
Darrawar =Lanewer
Witnesyos
)
|
P
d [pree Below This Line For Ackrowledgment
STATE O TREAS, BORY BN COUNTY g
) '18 otrumont was acknowledped boforo me iy ‘ ‘ dny of .
20 , by MILBRED BARRETT ,
My Commisslon Bxplres: @)MM-‘-’“"
{sipnniure of Omer
Title of Offieoy
EAARAAAARARAS ""m ‘ ?
h SOOI,
”"m’;‘&"‘;’fﬁ.‘f&.au TXRIRLS
MARCH @, 2008
TBXAL- Ainglo Fusully—Faunlo Mae/Frodite Mas UNIFORM INSTRUMEND Varin 3044 1008 (oo 34 of I pages) \
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PLANNED UNIT DEVELOPMENT RIDER
Haprow(Closiog # 042500606
Don 1D # 0001 0423261507005
MIN 1000157000538 2218

THIS PLANNED UNIT DEVELOEMENT RIDER {8 made ths 11TI dayof JULY
2005 » tmdd 10 Incorporated {nie and ghall be doonted to pmend and supplement the Moﬂr;ﬂ[;o,
Deed of Trugt, or Seoirlty Deed (o “Sesurity Instewnont™) of the semo date, glvon by the undorgignod (the
"Horrowor™) to secure Borrowor's Mata to GOUNTIRY WIS HOME LOANS, ING.

(tho “T.ondee™s of the suime dnta andd coverlug the Proporty dosgribod tn the Secudty Instrument and loeated nt:

$107 DIAMOND BAY CT., HOUSTON, TEXAS 77041
[Beopacty Address]
Tho Propotly ineludes, but §5 not Hinited to, a parcel of Innd Jinproved with & dwalling, togothar with other such
pireety pid certnin comsnon axens and Meilities, a6 dosertbed in
gﬂgpgg}/gl\mﬂl'ﬁ, CONDITIONS, AND RESTTICTIONS FILED OF RECORD THAT AYITECT THE
=7
(o “Declarmtion™), ‘The Froperly I8 o part of a phnacd unlt development known ns

LAILS ON BLDRIDGE NORTH, SECTION SEVEN (T)

[tame of Plansed Uit Devalepmont)
{the “ECE™, The Proporty nlso ineluicy Bomrower's intepest i Uro Loweowners assoolillon or equivalvnt eotity
owning or managing the comuon sveas and meliities of the PO (the “Owners Aseoclatlon™) and the uses, benefl(s

nnd proceeds of Borrowor's littorest.
PO COVENANTS, In addlion to the covenunts and agreoments tande I the Seourily Inginument,
Aoprower and Tenduor further covennnt aad agres s foliows:

MULTIEYATE POD RIDER-Hingle Hamfly-Faio MaoHreddie Mae OMIFOTIUV INSPRUMENT  Fenn3280 10 jrope | ofd mdr)'
@z te

Pata OW TDE1601L HA  WEL1480.015 I
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* L

A TUD Obligations, Romower shull pocfor ol of Boroewer'y obligtiony wndse the 710 Constluont
Documants, The "Constituent Docwnents” nre e () Declacation; (i) antloles of lnocmpotaticn, tnout strament
or iy cquivoleat doowment whiol ereatos the Qwnors Assecintien; and (T} sy by-laws ot other wles or
regulations of the Ownurs Assgotation, Berower shall prompily poy, whon doo, 83 ducs mid nsscesments
Fnprosied pursnand 10 the Congtlwot Doturiouts,

B, Proporty Tnsurance. So long os tha Ownora Agsocintlon mnintning, with o gonerally ncoopied
Iuruvaucn gveloy, 8 Mmostor” or "blunkot” poliey insuring the Propesty which Is sallsfactory to Lander and which
provides Insurance coverage dn the wmounts (neluding dedwstible lovels), for the poriods, and sgaiust Toss by
fira, havnrdy included within the renn “axtended covayage,” and any othor hazarde, ncluding, but ot halted to,
earthquikey wnd foods, for which Lendes requlros {nsurance, then; (1) Lender waives the provision i Seetion 3
tor tho Yarlodic Fayment to Londor of the yeurly promium instellmonts for properly insumnee en the Broporly;
und {Ii} Borower's obligntion under Sccllon 3 to maintain proporty insumuce ceverge on tie Property 13
choosmed pofislied 1 the sxted it e regiiod sovoage i provided by e Owieers Assoointion polivy,

‘What Lender reguiices s o conditlon of this waivar ¢un changs durlug the termz of e loan,

Boreower shall give Londor prompt noties of any lapas in required proporly insurance coveeage pravided
by 1ho master or blanket polioy, !

In tha ovent of a distributlon of property {nswrunce provesds fu Jen of matemwtion er ropalr follewing &
Fosg to the Proponty, of to comman orong nnd faoflides of the YU, any provondn payable to Bortowor nro heroby
nssigned snd sholl be paid fo Lendor, Londor shall apply the procecds tp the sun socured by the Seowity
Instrument, whothor or ot thon dus, with the oxcoss, If oy, podd lo Berowar,

C, Publie Lisbitity Inauenuce, Botzower uhall leko suoh totfiotis nd mminy be roasonuble {0 nsire that t
Owners Aggociatlon mninining n public Habitity {nanrance poliey accopnble In fann, amennt, and oxfont of
ouvenige to Lendor,

0, Condomnation, The proveadt of any swasd or ol for damoges, divect or consequonidal, payeble v
Borrower in connection with sy condemuation or ether taldng of wlt or any port of the Propecty or the eanumen
arcoy nnd Mellitics of the FUD, or for auy conveynnce in e of condenmnntlon, aro horehy ageigned and shall bo
pilet to Londer, Hieh provewds sill be applisd by Xandee o (e sims soouted by the Security Inslaunent o
provided in Sactton 11,

. Londer's Prior Convends Dorrowor shinll 1ot, excupt aftor natice 10 Lender and with Londet's prior
written consonf, elthor pertition or subdivide {ho Property ot conaent to; (i) the abandonment or (ermination of
the PUD, sxcept for sbandonment or {ecmination requlred by low [l onse of substantind destruction by fire or
ooy ousutlly or in the caso of o twking by condowmntion or aminont domnl; (i) auy smsndniont o ony
provision of the “Constifuent Docwuents™ I the provision is for the oxpross bunafif of Lowdar; (I topdimatlon
of profevslonnl masagormeat ond ssaumpilon of selftmantgement of the Ownor Associntion; or (iv) oy awton
whiol would have the effoet of rondering the public Hobility inavranco covarage medntained by te Qwnars
Augnclnifon shuceapluble to Lendor,

F, Romedlos. If Bumower does not puy TUL dues nod assessments when doe, then Londor mwy pay them,
Any amounts dlgburaed by Leader uuder thls paragraph B shall bagonie additfonsl dubit of Bomower sacwied by
the Security Insttument, Unloss Burrowor md Londor ageow to othor termz of paymont, theue amanniy shinfl beae
inturest Srom the date of dsbursement mt the Nole mte nod elinH be payably, with interstt, ngon notie from
Londer {o Borrewer requanting payinent,

ST TR T
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BARRETT

e | @ il
Wao hareby certify thie to be a trtia and ‘ . -
correct oopy of the \rim Inatfumem

THE CHARTE 25 COMPANY N

BY. F NOTE

JULY 11, 2008 SUGAX LAND » TIEX AR
[Drate] TGty ) [Stae)
G007 DIAMOND BAY CT., HOUSTON, TEXAS 7701
[Property Addresa]
1. BORROWIERS PROMISE TO PAY : ]
] G51,600,.00 (this amount iu

I return for o loan that 1 hoeve received, § peoomdse 1o pay U3 §
culied "Principal™), plus inlerest, (0 the ordey of the Lender, The Lender ig

INC.

T will make all payments under this Mot iu the form of cagh, choeok or money ardor,
I wndlerstand that the Lender may tansfer this Nots, The Lender or anyone who takea thia Num lyy tranufer

and who g entitled (0o recoive payiments vader this Note 18 called the “Note Holder,*

2, INTEREST
Interest will he :.hmncd on unpaid principal unt] the full amount of Principal has Been paid, T will pay
i,

interest al w yearly rate off  ®.2500

Tho frterest rath reguired by this Soction 2 is the rate ¥ will pay both before and after any defisult dcsczibcd in
Soction &(B) of thiz Noto.
3. PAYMENTS

{(A) Thne and Ploce of Paymenis

T will pay principal and interest by making o payment every owmnth,

I will eske my monibly payment o fhe 18T doy of coch mondh beginning on SEFTEMBER 1, 2005
I will rnuke these paymaents every month vaiil 1 have paid a1l of the princips) and Isterest and any othor charges
cesaribiod Dolow that T may owe under (s Note, Bach moothly payment will o applied ou of its sobedaled die dete
util will e apglied to interes) before Principal, I, on AUGUST 1, 2005 ©, 1 sl owe nmounts uunder this
Mote, 1 will pay those amounts in full on that date, which 1y called the “Muturity Dae.”

T will make my monthly payments at FOST OFFYCE BOX 660694, DALLAS, TEXAS 75266-0694

COTINTR Y WIDE AOME LOANS,

or at a dil¥erent place if required by the Note Holder,

(B) Amoasnt of Montldy Fayments

My monthly puyment will be in the wmount of U5, §  4,012.01
4. BDlﬂl()WlﬂR"S REGHT T'O PRIUFAY

I h:lvcn the right 1o make paymients of Frinoipol of ony time befors they ave due. A ])(Wllxelll of Principal
enly s koown as o "Prepayment.," When | make s Prepayment, T will tell tho Mote Holder in wrlting that X am
dm"ﬁ[ s, T may oot designate a payraent ag g Frepayment it I have not made all the mm\t_hly paymionta due under
this Mite.

I may make a 1ull Prepayment or partinl Prepayiments without paying a Pn.puymmt charge, The Notw
Hotder will uge my Prepayments (o redueo the amount of Pringipal that { gwe under this Nole, However, the Noto
Iolder may apply my Frepayment to the accrued and uwnpald interest on the Prepayment jupount, before applying '
my Prepayuend w0 reduce ‘the Peinelpal mnountd of this Note, IT F make a gorttal Brepayment, teve will be oo
chianges In the doo dete or in the amount of my monthly payment unless the Note Bolder agrees in weitiog to

thore changey.

MULFISTATE FIXED RATE ROTE-Stagdo HamityXannke Mae/Hroddie Mae UNIFORLN INSTIRRUMSGNT Yoy 3200 1/61
(papa I of 3 paagos)
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5, LOAN CHARGES
It a Inw, which applics to this loan and which sets moximurn loan charges, iz tinally interpreted o Ut (he

interest or olher loan chorges collecled or (o be collecled in connection with this lonn exceed the permitted Himits,
then: (o) any such Joan chacgs shall be reduced by the amoont nocessary (0 reduce the charge to the permitted Yt
and (b) any swng alroady collected from pae which excoeded penitted limits will be relunded to me, The Note
Holder may vitoose to mnke this refund by redusing the Prineipal 1 owo undar thiz Note or by making o direct
poyinent W e, I 4 veliad reduces Principal, the seduction will be treated os o portial Pmpnymum.

G, BORIROWHR™S FALLURE TO FAY AB REQUIRED

{A) Lmte Charge for (verdue Faymaonts '
1T the Mote Folder has not received the full amoont of any monthly poyment by ihe end of  FIFTEEN
valendny duye afler e dide G 1s doe, T will pay a late sharpe to the Note Holder, The amount of the

usharge will e 5.0 % of my overdue peymont of principul snd inlerest, 1 will pay his Inte chacge

prompily but only once on cacl late paymont,

{B3) Dofault

If'Y do not pay the full-amount of ¢ach monilily payment.on the date it is due, T will be in dafualt;

() Netico of Default

If' I am in default, the Note Holder may send me o wrliten notes tolling e that if I do not puy the overdue
aniount by a certain date, the Note Holder may require me to pay immediately the fsll ameount of Principal which
has not been piid and sll the interest that ¥ owe on that samount, ‘That date must b at leart 30 days after the dale on

which the notice 18 mailod (0 e or dalivered by athor menns,

(1) No Waiver By Note Holder
Tiven H, at o time when 1 am in defhult, the Note Folder doca not require mo to pay imooedistely in ) as

¥
desoribed above, the Now Hobder will still hava the pight t0 do so J0T am o defaole ot o later Hme.

(E) Yaymant of Notd Holder*s Costy and Exponses
It the Mote Molder hog reqguired me to pay immediately in full ag describod above, the Nete Helder will have

the right (o be piid baok by me for ofl of its costs and expenses in enforeing this Mote to the extont net prohibhied by
apphcaiste T, Those expongens nchide, for axample, raasomable stlooneys® feos,

7. GIVING O NOTICRS
Unlese npplicable law requircs a difforont nu.llm(l any nofice that muat ba givoen to mo wader s Note will

be piven by dulh’urml‘; it or by mailing it by firat clss n‘mll {o e at the Properly Adediosg above or at lllﬂmam
address i1 pive the Note Holder o notee of my different address,

Any notice that must bo given (0 the ot Holdeor under this Note will be given by delivering it or by mailing
it by firgt ¢logy mail to the Mote Holder ot the address stated in Section 3(A) above.or at  different address il 1 am

given o notice of that ditferent address,
8. OBLIGATIONS OF FIERSCONS TINDEIR THIS NOTE, )

If more than one porgon gigne this Note, cach person ig tully nsnd porsonslly obligated to keep ofl of the
prommiges made in this Mote, including the promise to pay the tull mnount owaed, Any pergon who'is w guscantor,
surety o endorser of thiy Mote 4 sluo obligated to do these things. Any person who takes over these obligations,
including the oblipationg of o guararnior, surety or endorser of this Nole, ig slao ohligated to keep oll of the promiscs
made in this Mote. The Mete Holder may enforee ils rights under this MNote ngoinat ench pergon individeally or
apaingt all of uys together, This menns thud any one of v may be required (o pay all of the gmounts owad under this

Mote.

2, WAIVERS
I and any other person whe has obligations vwader (his Note waive the rights of Presentmient nud Motice of

Drighooor, YPresgentent” means the vight to require the Note Ioldor to demand payvmoent of smounts due, "Notice of
Drishonor” means the right to sequire the Note Holder to give notice to other persons that amounts due have not baen

pudd,

10, UNIFORM SECURED NOTE
This Note i o uniloom instrumend with Hmited varintions in some jurisdictiohs, In additton to the pretections

given (o the Note Helder wnder this MNote, o Morigage, Doed of Trost or Security Deed (the “Security Insoumont™),
duted the snme doie oz thiy Note, protects the Note Holder fiom posgible losses which might resultdf I do not keep
the promiseg which T maice in this Mote, That Seeurity Instruoment deseribes how and under whut conditions 1 may be
required G mnke immediate puyment in full of alf nmounts 1 owe ander this Note, Some of tht.mm conditions are

described an follows: .
MULLISTATE VX0 RATE NOT-Single Pamly=-Fonole Mas/freddle Mac UMIFORM INSTRUMENT oz 3200 1/01
GVI1363.HI* (rigre 2 or' 3 poges)
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1T w1l or any pact of the Propoerty or gny Interesl in the Properly iz sold or transterred (or if
Borrower i ool o naturad povaon sad o begefeiol foderest in Borrowes o sold or translorred)
without Lender's prior wrillen consent, Lendar moy roquirg immgediote payynont jn Skl of al} suas
socurad by thiv Security Listrument, However, this option shall not be exercised by J.ondor if such
exarcise s prohibited by Applicable Low.

If T.ender exurcicos this optivn, Lender shall give Borowor nmiw of accelaration, The
notice shodl provide o period of not foss than 30 days from the daie the notice i given in
nocordanee with Seotion 15 within which Borrower musl pay o)l sums secured by this Secority
Instrument. If Bosrower fails to pay thoes suims prior to the expiration of this poriad, Lendor may
Involke say remcdics p:,rrnim.d by thiy Security Instrument without further notice ‘or demand on
Farrpwer,

WITNESS THE HANINSE) AND SEAL(E) OF THE UNDERSIGNED,

Q) ' + (Soal)

_wwhm'mwnr . - -Borrowar
(Scal {Seal)
“Drower BT I

[Sign Original Only]

MULTIETATE I'I‘KFD “.ATE MOTE-Sinjgle Fandly-Fynnte M“q_ﬂ‘k‘{,dﬂ.‘lb Mg UNIFORKM NG TIRIMAENT Farm 3200 1/01
GV L3ed 11 (ruye 3 gf 8 proages)
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After Recording Return To:
COUNTRYWIDE HOME LOANS, INC.
MS SV-79 DOCUMENT PROCESSING
P.O.Box 10423

Van Nuys, CA 91410-0423

Prepared By:
PATRICIA BOYCE
COUNTRYWIDE HOME LOANS, INC.

1520 MEMORIAL BLVD STE, 104
MURFREESBORO
TN 37129

The Maximum Principal Indebtedness for Tennessee recording tax purposes is $ 124, 077.00 .

{Space Above This Line For Recording Data]

00013676476205006
{Doc ID §)

DEED OF TRUST

MIN 1000157-0006733619-4

DEFINITIONS

Words used in multiple sections of this document are defined below and other words are defined in Sections 3,
11, 13, 18, 20 and 21. Certain rules regarding the usage of words used in this document are also provided in
Section 16,

(A) "Security Instrument" means this document, which is dated MAY 17, 2006 , together
with all Riders 1o this document,

(B) "Borrower" is

CHERYL G PHILLIPS, AN UNMARRIED WOMAN

Borrower is the trustor under this Security Instroment,

(C) "Lender" is

COUNTRYWIDE HOME LOANS, INC.

Lender is a CORPORATION

organized and existing under the laws of NEW YORK

Lender's address is

4500 Park Granada MSN# SVB-314, Calabasas, CA 91302-1613

(D) "Trustee" is

ROBERT M. WILSON JR ,

a resident of MEMPRIS , Tennessee.
(E) "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 beneficiary under this
Security Instewment, MERS is organized and existing under the Jaws of Delaware, and has an address and
telephone number of P.O. Box 2026, Flint, MI 48501-20216, tel. (888) 679-MERS.

TENNESSEE-Single Famlly-Fannie Mae/Freddie Mac UNIFORM INSTRUMENT WITH MERS
Page 1 of 11
@galxcm) (0402)  CHL (0B/OS)(d) VMP Morigage Solutions, Inc, (800)521-7281 Form 3043 1/01
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DOC ID #: 00013676476205006
(F) "Note" means the promissory note signed by Borrower and dated MAY 17, 2006 . The

Note states that Borrower owes Lender
ONE HUNDRED TWENTY FOUR THOUSAND SEVENTY SEVEN and 00/100

Dollars (U.S. $ 124,077.00 ) plus interest. Borrower has promised to pay this debt in regular
Periodic Payments and to pay the debt in full not later than JUNE 01, 2036 . The maximum
principal indebtedness for Tennessee recording tax purposes is $ 124, 077.00

(G) "Property"” means the property that is described below under the heading “Transfer of Rights in the
Property."

(H) "Loan" means the debt evidenced by the Note, plus interest, any prepayment charges and late charges
due under the Note, and all sums due under this Security Instrument, plus interest.

(D "Riders" means all Riders to this Security Instrument that are executed by Borrower. The following
Riders are to be executed by Borrower [check box as applicable];

[ Adjustable Rate Rider [ Condominium Rider I Second Home Rider
Balloon Rider Planncd Unit Development Rider [ 1-4 Family Rider
VA Rider [ Biweekly Payment Rider Other(s) [specify]

(J) "Applicable Law" means all controlling applicable federal, state and local statutes, regulations,
ordinances and administrative rules and orders (that have the effect of law) as well as all applicable final,
non-appealable judicial opinions.

(K) "Community Association Dues, Fees, and Assessments" means all dues, fees, assessments and other
charges that are imposed on Borrower or the Property by a condominium association, homeowners association
or similar organization,

(L) "Electronic Funds Transfer" means any transfer of funds, other than a transaction originated by check,
draft, or similar paper instrument, which is initiated through an electronic terminal, telephonic instrument,
computer, or magnetic tape 50 as to order, instruct, or authorize a financial institution to debit or credit an
account, Such term includes, but is not limited to, point-of-sale transfers, automated teller machine
transactions, transfers initiated by telephone, wire transfers, and automated clearinghouse teansfers.

(M) "Escrow Items" means those items that are described in Section 3.

(N) "Miscellaneous Proceeds" means any compensation, settlement, award of damages, or proceeds paid by
any third party (other than insurance proceeds paid under the coverages described in Section 5) for: (i) damage
to, or destruction of, the Property; (i) condemnation or other taking of all or any part of the Property; (iii)
conveyance in lieu of condemnation; or (iv) misrcpresentations of, or omissions as 1o, the value and/or
condition of the Property.

(0) "Mortgage Insurance" means insurance protecting Lender against the nonpayment of, or default on, the
Loan.

(P} "Periodic Payment™ means the regularly scheduled amount due for (i) principal and interest under the
Note, plus (ii) any amounts under Section 3 of this Security Instrument.

(Q) "RESPA™ means the Real Hstate Settlement Procedures Act (12 U.S.C. Section 2601 et seq.) and its
implementing regulation, Regulation X (24 C.R.R. Part 3500), a5 they might be amended from time to time, or
any additional or successor legislation or regulation that governs the same subject matter. As used in this
Security Instrument, "RESPA" refers to all requirements and restrictions that are imposed in regard to a
“federally related mortgage loan" even if the Loan does not qualify as a “federally related mortgage loan"
under RESPA.

(R) ""Successor in Interest of Borrower" means any party that has taken title to the Property, whether or not
that party has assumed Borrower's obligations under the Note and/or this Security Instrument.

TRANSFER OF RIGHTS IN THE PROPERTY

The beneficiary of this Security Instrument is MERS (solely as nominee for Lender and Lender's successors
and assigns) and the successors and assigns of MERS. This Security Insturment secures to Lender; (a) the
repayment of the Loan, and all renewals, extensions and modifications of the Note; and (b) the performance of
Borrower's covenants and agreements under this Security Instrument and the Note. For this purpose, Borrower
irrevocably grants and conveys to Trustee, in trust, with power of sale, the following described properiy
located inthe Register's Office

COUNTY ' of RUTHERFORD
{Type of Recording Jurisdiction] {Nams of Recording Jurisdiction)
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SEE ATTACHED EXHIBIT "A"

Derivation Clause
The instrument constituting the source of the Borrower's interest in the foregoing described

property wasa  Warranty Deed recorded in Record Book 466, page 2818
in Instrument #: in the Register's Office
of RUTHERFORD County, Tennessee, .
Parcel ID Number; 59P A 14.00 which currently has the address of
440 Compton Rd, Murfreesboro .
[Street/City]

Tenmessee 37130~1302 ("Property Address)":
{Zip Code)

TO HAVE AND TO HOLD, the aforedescribed property, together with all the hereditaments and
appurtenances thereunto belonging to, or in anywise appertaining, unto the Trustee, its successors in trust and
assigns, in fee simple forever, Borrower understands and agrees that MERS holds only legal title to the
interests granted by Borrower in this Security Instrument, 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 10, the right to foreclose and sell the Property; and to take any action
required of Lender including, but not limited to, releasing and canceling this Security Instrument.

TOGETHER WITH all the improvements now or hereafter erected on the property, and all easements,
appurtenances, and fixtures now or hereafter a part of the property. All replacements and additions shall also
be covered by this Security Instrument. All of the foregoing is referred to in this Security Instrument as the
"Property.”

BORROWER COVENANTS that Borrower is lawfully seised of the estate hereby conveyed and has the
right 1o grant and convey the Property and that the Property is unencumbered, except for encumbrances of
record. Borrower warrants and will defend generally the title to the Property against all claims and demands,
subject to any encumbrances of record,

THIS SECURITY INSTRUMENT combines uniform covenants for national use and non-uniform
covenants with limited variations by jurisdiction to constitute a uniform security instrument covering real
property.

UNIFORM COVENANTS. Borrower and Lender covenant and agree as follows:

1. Payment of Principal, Interest, Escrow Items, Prepayment Charges, and Late Charges, Borrower
shall pay when due the principal of, and interest on, the debt evidenced by the Note and any prepayment
charges and Jate charges due under the Note, Borrower shall also pay funds for Escrow Items pursuant to
Section 3, Payments due under the Note and this Security Instrument shall be made in U.S, currency.
However, if any check or other instrument received by Lender as payment under the Note or this Security
Instrument is returmed to Lender unpaid, Lender may require that any or all subsequent payments due under
the Note and this Security Instroment be made in one or more of the following forms, as selected by Lender:
(a) cash; (b) money order; (c) certified check, bank check, treasurer's check or cashier's check, provided any
such check is drawn upon an institution whose deposits are insured by a federal agency, instrumentality, or
entity; or (d) Electronic Funds Transfer,

Payments are deemed received by Lender when received at the location designated in the Note or at such
other location as may be designated by Lender in accordance with the notice provisions in Section 15, Lender
may return any payment or partial payment if the payment or partial payments are insufficient to bring the
Loan current. Lender may accept any payment or partial payment insufficient to bring the Loan current,
without waiver of any rights hereunder or prejudice to its rights to refuse such payment or partial payments in
the future, but Lender is not obligated to apply such payments at the time such payment are accepted, If each
Periodic Payment is applied as of its scheduled due date, then Lender need not pay interest on unapplied
funds. Lender may hold such unapplied funds until Borrower makes payment to bring the Loan current. If
Borrower does not do so within a reasonable period of time, Lender shall either apply such funds or return
them to Borrower. If not applied earlier, such funds will be applied to the outstanding principal balance under
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the Note immediately prior to foreclosure. No offset or claim which Borrower might have now or in the future
against Lender shall relieve Borrower from making payments due under the Note and this Security Instrament
or performing the covenants and agreements secured by this Security Instrament,

2. Application of Payments or Proceeds, Except as otherwise described in this Section 2, all payments
accepted and applied by Lender shall be applied in the following order of priority: (a) interest due under the
Note; (b) principal due under the Note; (c) amounts due under Section 3. Such payments shall be applied to
each Periodic Payment in the order in which it became due. Any remaining amounts shall be applied first to
late charges, sccond to any other amounts due under this Security Instrument, and then 1o reduce the principal
balance of the Note.

If Lender receives a payment from Bomower for a delinquent Periodic Payment which includes a
sufficient amount to pay any late charge due, the payment may be applied to the delinquent payment and the
late charge. If more than one Periodic Payment is outstanding, Lender may apply any payment received from
Borrower to the repayment of the Periodic Payments if, and to the extent that, each payment can be paid in
full. To the extent that any excess exists after the payment is applied to the full payment of one or more
Periodic Payments, such excess may be applied to any late charges due. Voluntary prepayments shall be
applied first to any prepayment charges and then as described in the Note.

Any application of payments, insurance proceeds, or Miscellancous Proceeds to principal due under the
Note shall not extend or postpone the due date, or change the amount, of the Periodic Payments.

3. Funds for Escrow Items. Borrower shall pay to Lender on the day Periodic Payments ate due under
the Note, uniil the Note is paid in full, a sum (the "Funds") to provide for payment of amounts due for: (a)
taxes and assessments and other items which can attain priority over this Security Instrument as a lien or
encumbrance on the Property; (b) leaschold payments or ground rents on the Property, if any; () premiums
for any and all insurance required by Lender under Section 5; and (d) Mortgage Insurance premiums, if any, or
any sums payable by Borrower to Lender in Jieu of the payment of Morigage Insurance premiums in
accordance with the provisions of Section 10. These items are called "Escrow Items.” At origination or at any
time during the term of the Loan, Lender may require that Community Association Dues, Fees, and
Assessments, if any, be escrowed by Borrower, and such dues, fees and assessments shall be an Escrow Item.
Borrower shall promptly fumish to Lender all notices of amounts to be paid under this Section. Borrower shall
pay Lender the Funds for Bscrow Items unless Lender waives Borrower's obligation to pay the Funds for any
or all Bscrow Items. Lender may waive Borrower's obligation to pay to Lender Funds for any or all Bscrow
Items at any time. Any such waiver may only be in writing. In the event of such waiver, Borrower shall pay
directly, when and where payable, the amounts due for any Escrow Items for which payment of Funds has
been waived by Lender and, if Lender requires, shall furnish to Lender receipts evidencing such payment
within such time period as Lender may requite. Borrower's obligation to make such payments and to provide
receipts shall for all purposes be deemed to be a covenant and agreement contained in this Security
Instrument, as the phrase "covenant and agreement” is used in Section 9. If Borrower is obligated to pay
Escrow Items directly, pursuant to a waiver, and Borrower fails to pay the amount due for an Escrow Item,
Lender may exercise its rights under Section 9 and pay such amount and Borrower shall then be obligated
under Section 9 to repay to Lender any such amount, Lender may revoke the waiver as to any or all Escrow
Items at any time by a notice given in accordance with Section 15 and, upon such revocation, Borrower shall
pay to Lender all Funds, and in such amounts, that are then required under this Section 3.

Lender may, at any time, collect and hold Funds in an amount (a) sufficient to permit Lender to apply the
Funds at the time specified under RESPA, and (b) not to exceed the maximum amount a lender can require
under RESPA. Lender shall estimate the amount of Funds due on the basis of current data and reasonable
estimates of expenditures of future Escrow Items or otherwise in accordance with Applicable Law,

The Funds shall be held in an institution whose deposits are insured by a federal agency, instrumentality,
or entity (including Lender, if Lender is an institution whose deposits are so insured) or in any Federal Home
Loan Bank. Lender shall apply the Funds to pay the Escrow Items no later than the time specified under
RESPA. Lender shall not charge Borrower for holding and applying the Funds, annually analyzing the escrow
account, or verifying the Bscrow Items, unless Lender pays Borrower interest on the Funds and Applicable
Law permits Lender to make such a charge. Unless an agreement is made in writing or Applicable Law
requires interest to be paid on the Punds, Lender shall not be required to pay Borrower any interest or earnings
on the Funds. Borrower and Lender can -agree in writing, however, that interest shall be paid on the Punds,
Lender shall give to Borrower, without charge, an annual accounting of the Funds as required by RESPA.

If there is a surplus of Funds held in escrow, as defined under RESPA, Lender shall account 10 Borrower
for the excess funds in accordance with RBSPA. If there is a shortage of Funds held in escrow, as defined
under RESPA, Lender shall notify Borrower as required by RESPA, and Borrower shall pay to Lender the
amount necessary to make up the shortage in accordance with RBSPA, but in no more than 12 monthly
payments. If there is a deficiency of Punds held in escrow, as defined under RESPA, Lender shall notify
Borrower as required by RESPA, and Borrower shall pay to Lender the amount necessary 1o make up the
deficiency in accordance with RESPA, but in no more than 12 monthly payments,

Upon payment in full of all sums secured by this Security Instrument, Lender shall promptly refund to
Borrower any Funds held by Lender.

4, Charges; Liens, Borrower shall pay all taxes, assessments, charges, fines, and impositions attributable
to the Property which can attain priority over this Security Instrument, leasehold payments or ground rents on
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the Property, if any, and Community Association Dues, Fees, and Assessments, if any. To the extent that these
items are Bscrow Items, Borrower shall pay them in the manner provided in Section 3.

Borrower shall promptly discharge any lien which has priority over this Security Instrument unless
Borrower: (a) agrees in wriling to the payment of the obligation secured by the lien in a manner acceptable to
Lender, but only so long as Borrower is performing such agreement; (b) contests the lien in good faith by, or
defends against enforcement of the lien in, legal proceedings which in Lender's opinion operate to prevent the
enforcement of the lien while those proceedings are pending, but only until such proceedings are concluded;
or {(c) secures from the holder of the lien an agreement satisfactory to Lender subordinating the lien to this
Security Instrument. If Lender determines that any part of the Property is subject to a lien which can attain
priority over this Security Instrument, Lender may give Borrower a notice identifying the lien, Within 10 days
of the date on which that notice is given, Borrower shall satisfy the lien or take one or more of the actions set
forth above in this Section 4.

Lender may require Borrower o pay a one-time charge for a real estate tax verification and/or reporting
service used by Lender in connection with this Loan.

5. Property Insurance. Borrower shall keep the improvements now existing or hereafter erected on the
Property insured against loss by fire, hazards included within the term “extended coverage,” and any other
hazards including, but not limited to, earthquakes and floods, for which Lender requires insurance. This
insurance shall be maintained in the amounts (including deductibie levels) and for the periods that Lender
requires, What Lender requites pursuant to the preceding sentences can change during the term of the Loan.
The insurance carrier providing the insurance shall be chosen by Borrower subject to Lender's right to
disapprove Bomrower's choice, which right shall not be exercised unreasonably. Lender may require Borrower
to pay, in connection with this Loan, either: (a) a one-time charge for flood zone determination, certification
and tracking services; or (b) a one-time charge for flood zone determination and cextification services and
subsequent charges each time remappings or similar changes occur which reasonably might affect such
determination or certification. Borrower shall also be responsible for the payment of any fees imposed by the
Federal Bmergency Management Agency in connection with the review of any flood zone determination
resulting from an objection by Borrower.

If Borrower fails to maintain any of the coverages described above, Lender may obtain insurance
coverage, at Lender's option and Borrower's expense, Lender is under no obligation to purchase any particular
type or amount of coverage. Therefore, such coverage shail cover Lender, but might or might not protect
Borrower, Borrower's equity in the Property, or the contents of the Property, against any risk, hazard or
liability and might provide greater or lesser coverage than was previously in effect. Borrower acknowledges
that the cost of the insurance coverage so obtained might significantly exceed the cost of insurance that
Borrower could have obtained. Any amounts disbursed by Lender under this Section 5 shall become additional
debt of Borrower secured by this Security Instrument, These amounts shall bear interest at the Note rate from
the date of disbursement and shall be payable, with such interest, upon notice from Lender to Borrower
requesting payment.

All insurance policies required by Lender and renewals of such policies shall be subject to Lender's right
1o disapprove such policies, shall include a standard mortgage clause, and shall name Lender as mortgagee
and/or as an additional Joss payee, Lender shall have the right to hold the policies and renewal certificates, If
Lender requires, Borrower shall promptly give to Lender all receipts of paid premiums and renewal notices. If
Borrower obtains any form of ingurance coverage, not otherwise required by Lender, for damage to, or
destruction of, the Property, such policy shall include a standard mortgage clause and shall name Lender as
mortgagee and/or as an additional loss payee.

In the event oOf loss, Borrower shall give prompt notice to the insurance carrier and Lender, Lender may
make proof of loss if not made promptly by Borrower. Unless Lender and Borrower otherwise agree in
writing, any insurance proceeds, whether or not the underlying insurance was required by Lender, shall be
applied 1o restoration or repair of the Property, if the restoration or repair is economically feasible and
Lender's security is not lessened, During such repair and restoration period, Lender shall have the right to hold
such insurance proceeds wntil Lender has had an opportunity to inspect such Property 10 ensure the work has
been completed to Lender's satisfaction, provided that such inspection shall be undertaken promptly. Lender
may disburse proceeds for the repairs and restoration in a single payment or in a series of progress payments
as the work is completed. Unless an agreement is made in writing or Applicable Law requires interest to be
paid on such insurance proceeds, Lender shall not be required to pay Borrower any interest or earnings on
such proceeds. Fees for public adjusters, or other third parties, retained by Borrower shall not be paid out of
the insurance proceeds and shall be the sole obligation of Borrower, If the restoration or repair is not
economically feasible or Lender's security would be lessened, the insurance proceeds shall be applied to the
sums secured by this Security Instrument, whether or not then due, with the excess, if any, paid to Borrower.
Such insurance proceeds shall be applied in the order provided for in Section 2.

If Borrower abandons the Property, Lender may file, negotiate and settle any available insurance claim
and related matters, If Borrower does not respond within 30 days to a notice from Lender that the insurance
carrier has offered to settle a claim, then Lender may negotiate and settle the claim. The 30-day period will
begin when the notice is given, In either event, or if Lender acquires the Property under Section 22 or
otherwise, Borrower hereby assigns to Lender (a) Borrower's rights to any insurance proceeds in an amount
not 1o ¢xceed the amounts unpaid under the Note or this Security Instrument, and (b) any other of Borrower's
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rights (other than the right to any refund of unearmned premiums paid by Borrower) under all insurance policies
covering the Property, insofar as such rights are applicable to the coverage of the Property. Lender may use
the insurance proceeds either to repair or restore the Property or to pay amounts unpaid under the Note or this
Security Instrament, whether or not then due.

6. Occupancy. Borrower shall occupy, establish, and use the Property as Borrower's principal residence
within 60 days after the exccution of this Security Instrument and shall continue to occupy the Property as
Borrower's principal residence for at least one year after the date of occupancy, unless Lender otherwise
agrees in writing, which consent shall not be unreasonably withheld, or unless extenuating circumstances exist
which are beyond Borrower's control.

7. Preservation, Maintenance and Profection of the Property; Inspections. Borrower shall not
destroy, damage or impair the Property, allow the Property to deteriorate or commit waste on the Property.
Whether or not Borrower is residing in the Property, Borrower shall maintain the Property in order to prevent
the Property from deteriorating or decxeasing in value due to its condition. Unless it is determined pursuant to
Section 5 that repair or restoration is not economically feasible, Borrower shall promptly repair the Property if
damaged to avoid further deterioration or damage. If insurance or condemnation proceeds are paid in
connection with damage to, or the taking of, the Property, Borrower shall be responsible for repairing or
restoring the Property only if Lender has released proceeds for such purposes. Lender may disburse proceeds
for the repairs and restoration in a single payment or in a serjes of progress payments as the work is
completed. If the insurance or condemnation proceeds are not sufficient to repair or restore the Property,
Borrower is not relieved of Borrower's obligation for the completion of such repair or restoration.

Lender or its agent may make reasonable entries upon and inspections of the Property, If it has
reasonable cause, Lender may inspect the interior of the improvements on the Property. Lender shall give
Borrower notice at the time of or prior to such an interior inspection specifying such reasonable cause.

8, Borrower's Loan Application. Borrower shall be in default if, during the Loan application process,
Borrower or any persons or entities acting at the direction of Borrower or with Borrower's knowledge or
consent gave malerially false, misleading, or inaccurate information or statements to Lender (or failed to
provide Lender with material information) in connection with the Loan. Material representations include, but
are not limited to, representations concerning Borrower's occupancy of the Property as Borrower's principal
residence.

9. Protection of Lender's Interest in the Property and Rights Under this Security Instrument, If (a)
Borrower fails to perform the covenants and agreements contained in this Security Instrument, (b} there 15 a
legal proceeding that might significantly affect Lender's interest in the Property and/or rights under this
Security Instrument (such as a proceeding in bankruptcy, probate, for condemnation or forfeiture, for
enforcement of a lien which may attain priority over this Security Instrument or to enforce laws or
regulations), or (c) Borrower has abandoned the Property, then Lender may do and pay for whatever is
reasonable or appropriate to protect Lender's interest in the Property and rights under this Security Instrument,
including protecting and/or assessing the value of the Property, and securing and/or repairing the Property.
Lender's actions can include, but are not limited to: (a) paying any sums secured by a lien which has priority
over this Security Instrument; (b) appearing in court; and (c) paying reasonable attorneys' fees to protect its
interest in the Property and/or rights under this Security Instrument, including its secured position in a
bankruptey proceeding. Securing the Property includes, but is not limited to, entering the Property to make
repairs, change Jocks, replace or board up doors and windows, drain water from pipes, eliminate building or
other code violations or dangerous conditions, and have utilities turned on or off. Although Lender may take
action under this Section 9, Lender does not have to do 5o and is not under any duty or obligation to do so. It
is agreed that Lender incurs no liability for not taking any or all actions authorized under this Section 9.

Any amounts disbursed by Lender under this Section 9 shall become additional debt of Borrower secured
by this Security Instrament. These amounts shall bear interest at the Note rate from the date of disbursement
and shall be payable, with such interest, upon notice from Lender to Borrower requesting payment,

If this Security Instrument is on a leaschold, Borrower shall comply with all the provisions of the lease.
If Borrower acquires fee title to the Property, the leaschold and the fee fitle shall not merge unless Lender
agrees to the merger in writing.

10. Mortgage Insurance, If Lender required Morigage Insurance as a condition of making the Loan,
Borrower shall pay the premiums required to maintain the Mortgage Insurance in effect, If, for any reason, the
Mortgage Insurance coverage required by Lender ceases to be available from the mortgage insurer that
previously provided such insurance and Borrower was required to make separately designated payments
toward the premiums for Mortgage Insurance, Borrower shall pay the premiums required to obtain coverage
substantially equivalent to the Mortgage Insurance previously in effect, at a cost substantially equivalent to the
cost to Borrower of the Mortgage Insurance previously in effect, from an alternate mortgage insurer selected
by Lender. If substantially equivalent Mortgage Insurance coverage is not available, Borrower shall continue
1o pay to Lender the amount of the scparately designated payments that were due when the insurance coverage
ceased to be in effect, Lender will accept, use and retain these payments as a non-refundable loss reserve in
licu of Mortgage Insurance, Such loss reserve shall be non-refundable, notwithstanding the fact that the Loan
ig ultimately paid in full, and Lender shall not be required to pay Borrower any interest or carnings on such
loss reserve. Lender can no longer require loss reserve payments if Mortgage Insurance coverage (in the
amount and for the period that Lender requires) provided by an insurer selected by Lender again becomes
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available, is obtained, and Lender requires separately designated payments toward the premiums for Mortgage
Insurance. If Lender required Mortgage Insurance as a condition of making the Loan and Borrower was
required to make separately designated payments toward the premiums for Mortgage Insurance, Borrower

shall pay the premiums required o maintain Mortgage Insurance in effect, or to provide a non-refundable loss °

reserve, until Lender's requirement for Mortgage Insurance ends in accordance with any written agreement
between Borrower and Lender providing for such termination or until termination is required by Applicable
Law. Nothing in this Section 10 affects Borrowex's obligation to pay interest at the rate provided in the Note.

Mortgage Insurance reimburses Lender (or any entity that purchases the Note) for certain losses it may
incur if Borrower does not repay the Loan as agreed. Borrower is not a party to the Mortgage Insurance.

Mortgage insurers evaluate their total risk on all such insurance in force from time to time, and may enter
into agreements with other parties that share or modify their risk, or reduce losses. These agreements are on
terms and conditions that are satisfactory to the mortgage insurer and the other party (or parties) to these
agreements. These agreements may require the mortgage insurer to make payments using any source of funds
that the mortgage insurer may have available (which may include funds obtained from Mortgage Insurance
premiums).

As a result of these agreements, Lender, any purchaser of the Note, another insurer, any reinsurer, any
other entity, or any affiliate of any of the foregoing, may receive (directly or indirectly) amounts that derive
from (or might be characterized as) a portion of Borrower's payments for Mortgage Insurance, in exchange for
sharing or modifying the mortgage insurer's risk, or reducing losses. If such agreement provides that an
affiliate of Lender takes a share of the insurer's risk in exchange for a sharc of the premiums paid to the
insurer, the arrangement is often termed "captive reinsurance.” Further:

(a) Any such agreements will not affect the amounts that Borrower has agreed to pay for Mortgage
Insurance, or any othex terms of the Loan, Such agreements will not increase the amount Borrower will
owe for Mortgage Insurance, and they will not entitle Borrower to any refund,

(b) Any such agreements will not affect the rights Borrower has - if any - with respect to the
Mortgage Insurance under the Homeowners Protection Act of 1998 or any other law. These rights may
include the right to receive certain disclosures, to request and obtain cancellation of the Mortgage
Insurance, to have the Mortgage Insurance terminated automatically, and/or to receive a refund of any
Mortgage Insurance premiums that were uncarned at the time of such cancellation or termination.

11, Assign t of Miscell us Proceeds; Forfeiture. All Miscellancous Proceeds are hereby
assigned to and shall be paid to Lender.

If the Property is damaged, such Miscellancous Proceeds shall be applied to restoration or repair of the
Property, if the restoration or repair is economically feasible and Lender's security is not lessened. During such
repair and restoration period, Lender shall have the right to hold such Miscellaneous Proceeds until Lender has
had an opportunity to inspect such Property to ensure the work has been completed to Lender's satisfaction,
provided that such inspection shall be undestaken promptly. Lender may pay for the repairs and restoration in
a single disbursement or in a series of progress payments as the work is completed. Unless an agreement is
made in writing or Applicable Law requires interest to be paid on such Miscellaneous Proceeds, Lender shall
not be required (o pay Borrower any intercst or earnings on such Miscellaneous Proceeds, If the restoration or
repair is not economically feasible or Lender's security would be lessened, the Miscellancous Proceeds shall
be applied to the sums secured by this Security Instrument, whether or not then due, with the cxcess, if any,
paid to Borrower, Such Miscellancous Proceeds shall be applied in the order provided for in Section 2.

In the event of a total taking, destruction, or Joss in value of the Property, the Miscellaneous Proceeds
shall be applied 1o the sums secured by this Security Instrument, whether or not then due, with the excess, if
any, paid to Borrower.

In the event of a partial taking, destruction, or loss in value of the Property in which the fair market value
of the Property immediately before the partial taking, destruction, or Joss in value is equal to or greater than
the amount of the sums secured by this Security Instrument immediately before the partial taking,
destruction, or loss in value, unless Borrower and Lender otherwise agree in writing, the sums secured by this
Security Instrument shall be reduced by the amount of the Miscellaneous Proceeds muliiplied by the following
fraction: (a) the total amount of the sums secured immediately before the partial taking, destruction, or loss in
value divided by (b) the fair market value of the Property immediately before the partial taking, destruction, or
loss in value. Any balance shall be paid to Borrower.

In the event of a partial taking, destruction, or Joss in value of the Property in which the fair market value
of the Property immediately before the partial taking, destruction, or loss in value is less than the amount of
the sums secured immediately before the partial taking, destruction, or loss in value, unless Borrower and
Lender otherwise agree in writing, the Miscellaneous Proceeds shall be applied to the sums secured by this
Security Instrument whether or not the sums are then due.

If the Propexty is abandoned by Borrower, or if, after notice by Lender to Borrower that the Opposing
Party (as defined in the next sentence) offers to make an award to settle a claim for damages, Borrower fails to
respond to Lender within 30 days after the date the notice is given, Lender is authorized to collect and apply
the Miscellancous Proceeds either (o restoration or repair of the Property or to the sums secured by this
Security Instrument, whether or not then due. “Opposing Party” means the third party that owes Borrower
Miscellaneous Proceeds or the party against whom Borrower has a right of action in regard to Miscellaneous
Proceeds.
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Borrower shall be in default if any action or proceeding, whether civil or criminal, is begun that, in
Lender's judgment, could result in forfeiture of the Property or other material impairment of Lender's interest
in the Property or rights under this Security Instrument. Borrower can cure such a default and, if acceleration
has occurred, reinstate as provided in Section 19, by causing the action or proceeding to be dismissed with a
ruling that, in Lender's judgment, precludes forfeiture of the Property or other material impairment of Lender's
interest in the Property or rights under this Security Instrument. The proceeds of any award or claim for
damages that are attributable to the impairment of Lender's interest in the Property are hereby assigned and
shall be paid to Lender.

All Miscellaneous Proceeds that are not applied to restoration or repair of the Property shall be applied in
the order provided for in Section 2.

12, Borrower Not Released; Forbearance By Lender Not a Waiver. Extension of the time for
payment or modification of amortization of the sums secured by this Security Instrument granted by Lender to
Borrower or any Successor in Interest of Borrower shall not operate to release the liability of Borrower or any
Successors in Interest of Borrower. Lender shall not be required to commence proceedings against any
Successor in Interest of Borrower or to refuse to extend time for payment or otherwise modify amortization of
the sums secured by this Security Instrument by reason of any demand made by the original Borrower or any
Successors in Interest of Borrower. Any forbearance by Lender in exercising any right or remedy including,
without limitation, Lender's acceptance of payments from third persons, entities or Successors in Interest of
Borrower or in amounts less than the amount then due, shail not be a waiver of or preclude the exercise of any
right or remedy.

13, Joint and Several Liability; Co-signers; Successors and Assigns Bound. Borrower covenants and
agrecs that Borrower's obligations and liability shall be joint and scveral. However, any Borrower who
co-signs this Security Instrument but does not execute the Note (a "co-signer"): (a) is co-signing this Security
Instrument only to mortgage, grant and convey the co-signer's interest in the Property under the terms of this
Security Instrument; (b) is not personally obligated to pay the sums secured by this Security Instrument; and
(c) agrees that Lender and any other Borrower can agree to extend, modify, forbear or make any
accommodations with regard to the terms of this Security Instrument or the Note without the co-signer's
consent.

Subject 1o the provisions of Section 18, any Successor in Interest of Borrower who assumes Borrower's
obligations under this Security Instrument in writing, and is approved by Lender, shali obtain all of Borrower's
rights and benefits under this Security Instrument, Borrower shall not be released from Borrower's obligations
and liability under this Security Instrument unless Lender agrees 1o such release in writing. The covenants and
agreements of this Security Instrument shall bind (except as provided in Section 20) and benefit the successors
and assigns of Lender.

14, Loan Charges. Lender may charge Borower fees for services performed in connection with
Borrower's default, for the purpose of protecting Lender's interest in the Property and rights under this
Security Instrument, including, but not limited to, attorneys' fees, property inspection and valuation fees. In
regard to any other fees, the absence of express authority in this Security Instrument to charge a specific fee to
Borrower shall not be construed as a prohibition on the charging of such fee. Lender may not charge fees that
are expressly prohibited by this Security Instrument or by Applicable Law.

If the Loan is subject to a law which sets maximum loan charges, and that law is finally interpreted so
that the interest or other loan charges collected or to be collected in connection with the Loan exceed the
permitted limits, then: (a) any such loan charge shall be reduced by the amount necessary to reduce the charge
to the permitted limit; and (b) any sums already collected from Borrower which exceeded permitted limits will
be refunded to Borrower. Lender may choose to make this refund by reducing the principal owed under the
Note or by making a direct payment to Borrower. If a refund reduces principal, the reduction will be treated as
a partial prepayment without any prepayment charge (whether or not a prepayment charge is provided for
under the Note). Borrower's acceptance of any such refund made by direct payment to Borrower will
constitute a waiver of any right of action Borrower might have arising out of such overcharge,

15. Notices. All notices given by Borrower or Lender in connection with this Security Instrument must
be in writing. Any nolice to Borrower in connection with this Security Instrument shall be deemed to have
been given to Borrower when mailed by first class mail or when actually delivered to Borrower's notice
address if sent by other means, Notice to any one Borrower shall constitute notice to all Borrowers unless
Applicable Law expressly requircs otherwise. The notice address shall be the Property Address unless
Borrower has designated a substitute notice address by notice to Lender, Borrower shall promptly notify
Lender of Borrower's change of address. If Lender specifies a procedure for reporting Borrower's change of
address, then Borrower shall only report a change of address through that specified procedure. There may be
only one designated notice address under this Security Instrument at any one time. Any notice to Lender shall
be given by delivering it or by mailing it by first class mail to Lender's address stated herein unless Lender has
designated another address by notice 10 Borrower, Any notice in connection with this Security Instrument
shall not be deemed to have been given to Lender until actually received by Lender. If any notice required by
this Security Instrament is also required under Applicable Law, the Applicable Law requirement will satisfy
the corresponding requirement under this Security Instrument,

16. Governing Law; Severability; Rules of Construction. This Security Instrument shall be govemed
by federal law and the law of the jurisdiction in which the Property is located, All rights and obligations
contained in this Security Instrument are subject to any requirements and limitations of Applicable Law.
Applicable Law might explicitly or implicitly allow the parties to agree by contract or it might be silent, but
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COMPASS BANK

This dovosmnt was prepared by

{fpace Above This Lint For Heronling Date}

MORTGAGE

MIN 10027163 -0000025735-8

DERINITIONS

Words usad T mulfiple sestions of this decument ere defined befow and other words are defincd in
Sections 3, 11, 13, 18, 20 and 21. Conwin rides regrrding the usage of words used in this doument ure
also provided i Ssetion 16,

[A) "Security Tnstriment™ means this dooument, which is dated August 26, 2005 .
together with 21t Riders fo this docunsent,
{B) "Borrower™ s MICHAEL PATRICK CARY and KIMBERLY ANN CARY

Borower is the mongsgor vudker this Secarity Instmmeént

{£) "MERS" is Mortgage Electronic Registmbon Systans, Inc. MERS & a sepamte componstion fhat is
acting sofcly as & nominge for Lender and Lender's poecossors und assigns, MERS Is the morigages
wmdey thls Security lustriment. MERS is argantzed ond existing imder the laws of Delaware, and has an
sddeess and kelephons number of PO, Box 3626, Fling, MI 48551-2026, wl. (388) 670MERS.

{B) "ender” is COMPASS BANK

10CARY  MPEURT : TOCARY  NPSIRY
FLORINA- Single Family-Fannts RasiFroodie e UHIFORM (NETRUMENT WITH HERE Fonn 3048 1101

SR [FL} eatblar
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CEXHIBIT



Case 1:11-cv-05988-UA Document 22-2  Filed 08/30/11 Page %

BK: 2647 PBE; 2540

Londerisa i ALABAMA STATE BAKK
organizid and existing onder the laws of THE STATE OF ALABARA
Leader's address s PO, BOX 73345, BiRMINGHAM, AL 35200

{E} "Note' means the proeadssory now signed by Barmower and dated August 28, 2005
The Note siates hat Borrmver owes Lender Five Hundred Fitty Two Thoussnd and 00/100 ]
Bollars ;
{U.5 §552,000.00 ) plis inwerest. Bowower bas promised to pay this debt in regmlar Poriodic ’
Payments and to pay the dobt in full nol Toier thon Seprember 1, 2035 ;
{F) “Pmpufy" means (e proporty it is doseribed below under the Boading "rrmsrcr of Rights itz the
Pro

{G) 'Loan" means the deb{ evidenosd by the Note, ph ioforest, sny prepaymunt charges and bste churges
due under the Notz, and all sutos due ander this Sezurity Iogtmuawant, plus intemst.

(H} "Ridors® mesns all Ridors to (his Sscwrity Tustrament fhat are exesutod by Bomower, The following
Riders are o be cxecasted by Borrower [check box os opplicable]:

12} Ajostable Rate Rider | Condominiurn Rider f“! Second flonse Rider
L.JI Bafloon Rider | Planned Uit Develomment Rider b, .§ 1-4 Family Rider
- Ld VA Rider ; Biweekly Payment Rider £ Ofhor(s) specify]

1) "Appiicable Law® means all conirolling applicable federal, stare and lotal starlcs, rvgultions,

ordinances and adminiswative rafes and orders (et have e offiot of Jawn) a8 well os wif opplicable final,

noteappentable judicial opinions.

(3} "Community Association Dues, Fees, end Assessnients" vosans all dues, (ous, ssscystaomte and other
charges thut aro bmposed on Bomowsr or the Property by & condomninium ussocistion, homicowtiers
associntion or simikir organization,

(K} "Electronic Fonds Tragsfer™ means any tansfer of funds, othwer thar a tansaction originated by
check, drafl, of simitur puper instrument, whish is inithied theovgh a0 cicc:mn:c nm-n:ml tejeplionic
FSTURCAL, COMPUITT, O IMAETCHC Pt 50 &5 {o ordet, instruct, of a f ion to debit
or cedic en accownt. Such wrm includss, bui is not limied o, pointofeale trinsfors, automated tlicr
machine toassctions, tramfors nitieted by tolephone, wine tunsfers, und mmomusted cleadnghouse
tmansfers.

{L) "Escrow Kems™ means Siose itcins Ut ate described in Secton 2,

{M} "Miseeliasneous Procesds™ means any compomsstion, seiflemeny, awerd of damages, or proveeds paid
by any third party (sther fmn insurance proceeds paid under the coverages deseribed in Scction 5} for: ()
damage to, of destruction of, the Property; (i) condemmation or other takding of alf or aty part of e
Property; (ii3) conveyance in lieu of cond fon; or (iv) misneg tions of, or om s, the
velue ad/or condition of the Property.

{N} "Mortgage bsunsnee” moans insursnce proloding Londer sgainst the nonpayment of, or defauli on,
the Loan.

{0} "Feriodic Payment” means the regalarfy scheduled amount dus for (i) pringipal und interest urdor t
Now, plus (i) any amounds under Sestion 3 of this Security Instrement.

T0CARY  NPSJRY ML 10CARY  WPSJRY
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(P} “RESPA" means the Real Estale Ssifloment Procedures Act {12 ULSC, Suotion 260 o1 soq,} and fis
inplementing regulztion, Regulation X (24 C.F.R, Past 3500}, as they might be smended fom time to
time, or any additional or successor fegislation or regulation thit governs the same sibjeet mattr, As usod
in this Scourity Instrument, "RESPA” refiors th ull requitements and rstrictions that sro impesed in fmed
to 3 "federally relnted morigage loas® even iMthe Loan does bot qualfify os & *federlly nefated mongaye
Toan®™ under RESPA,

{Q} “Successor in Interest of Borrower" means any party that hay taken tiale w ths Proporty, whother of
ncrt that purty has assumed Bormower's obligations under the Note and/or this Seeurity Instrument.

TRANSFER OF RIGHTS IN THE PROPERTY

This Secority Inspunent seeures in Landet: (3} the repayinent of fise Lonn, and oY) rencwals, oxtonsions spd
mdifications of the Note; and () te pedformance of Borrower's covendnts and agreements under this
Segurity Instrument apd the Note. For this purpose, Barrower docs horeby mortgage, grant and convey 1
MERS (solely «s nominee for Leoder and Lender's succossors and assigns) and m the sucessors and
assigns of MERS, the following deseribed property located in the COUNTY {Typt of Recouding Junmdiction]
of OKALOOSA [Mamt of Recotdbup Sarksdiadonf:
SEE SCHEDULE A

Parcel Y Nunsber: which turrently s the address of
2428 KARTIN DRIVE [Strens]
NICEVILLE fCiy}, Florida 32578 * [Zip Cotz)
("Property Address”):

TOGETHER WITH ail the improvements now o hercafior crocted oo the property, and all
P , g fix now or heseaftor s part of the property, All rephaennts and

asditions shall #iso be covered by this Seeurity Instrummnt. All of the Foropning i referred to in this
Security Instrument ps the “Property.” Borrower understands and agrees thut MERS holds only legal tile
to the merests yrantzd by Borrower in this Security Insvument, b, i vecessary is comply with Jaw at
cestony, MERS (25 nonenss for Lender and Lender's successors and a.ssiFns) tos e nl'ght iy CRErcise ny
or s of dhose interosts, ncluding, but not limitcd to, the right t foneciose spd sell the Property; and 1o
take aity sction toquired of Lender indluditng, but sot Timited to, releasiog and canceling his Secunity

ingtrumoni
10CARY  KPSJR1 10CARY  MPSURY
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BORRCGWER COVENANTS that Barrower is lawfully seised of the estate hersby convoyed and by
the Tight w mortgage, grant and convey the Property und that the Property is unencumbersd, except for
encunbrances of record. Borrowsr warrants and will defind generally the tite to the Property agningt all
claims and demends, subjeot ty sty crcumbrinces of record

THIS SECURITY INSTRUMENT combines wnifimm woverants for national use and nop-uniform
covenants with fimited vatistions by jurisdiction to constitate 3 uniform sccatty insement covering real

perty.

UNIFORM COVENANTS. Borrower snd Lender covennnt and sgroe as follows:

L. Payment of Primcipal, Interest, Ercrow Hems, Prepoymeat Cherges, snd Lafe Charpes,
Bogower sholl pay when doe the principal of, and interest on, the debt svidenced by the Nete and any
prepaymint charges and late charps due under the Note, Borrower shinll slse pay fands for Escrow fiome
pursuant o Scetion 3. Payments due undor the Not and this Secerity Insmument shall be made in U.S.
currency, However, if sy chevk or othar instrument reeeived Ty Lender as payment ander the Note or fhis
Stcurity Instrament i reimed to Lepder unpadd, Lender moy require that sny o off subsequont paymonts
due undet the Now and this Scoirity Instmansnt oo mede io one o o of the fllowing forms, s
seleowed by Lender (a) cvash; {b) smoney order; (c) cortifiod chock, bank chegk, treasurr's check of
cashier's check, provided any such chotk is drewar upon an institution whose depoeits s Insured by a
Redoral ageney, insmementatity, of entity; ot (d) Eleetronic Funds Trmosfer.

Epymenes are deemed reesived by Londer whes mocived a¢ the location designated i the Note ot at
such other jocntion as may be designated by Lender in accordanee with the nnéies provigions in Sectian [5,
Lendar may retsm any paymsent or pardal payment if the payment or partial payHients ar itsutficient
bring the Toan current, Lender may accept any payment of purtial payment insufficient @ bring the Lottt
surrest, without waiver of any rights horeunder or frojudioe 10 its fights fo tefuse such peyment of partial
paynsents in the fufure, but Lender is not obligeted 10 apply such payments at the fime such payoents an
aceeptsd. IF each Periodic Payment &5 applied v of its scheduled dus dae, then Lender vexd not pay
interest ot inupplied fimds, Lender muy hold such anupplicd finds unt] Borrower makes payment @ bring
the Loan current. I Bomower docs not do so within 2 reasonsble period of Gime, Londer shwil cither apply
such funds or roturs them to Borrowers Ef not appiled ecarlier, such fonds wifl be cpplizd 1 the oatstanding
principal balseee vt the Now mmedintcly poor to forcclosme. Ne offict or claim which Borrower
might have now of in the furuee ageinst Lendor shall relieve Borrower from. making payments de under
the Mot and this Scourity Instrament or perforaing e covenants and agreemunts secared by this Seensity
Instrument.

1. Applicatien of Faymeafs or Froceeds, Excepl as otherwise described in {his Suelion 2, all
payments mecepted snd apphisd by Lender shall be npplicd in the following order of priority: (a} interest
due under the Notd; (b) privcips] dus under the Note; {¢) amounts due vader Section 3. Such peyments
shall be upplied vo cach Periodic Payment in the order in which it beeams due, Aty rempining armoums
shall bo epplied fitst fo law charges, second 1o Ty ofher wmounts due urder this Security Instrumeng, and
then to medure the principat balance of the Now,

If Lender receives a peymient from Bomower for & definguent Periodic Payment which inclades a
sufficient amount  pay any lae charge due, the pavment may be applied to the delinguent paysicol and.
the nte charge. 1F more thes one Peritatic Payment 15 eistanding, Lender may apply any payment roeivid
fions Borrower © e repovieent of e Pododic Paymens i, and fo the extent tha, each payment

1BCARY  WPSJRI (/. 10CARY  MPSIR
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tan be paid in full, To the exeent thar wiy excess exists afier the payment % applisd 10 the fill pavment of
ooe or more Perlodic Paymonts, sch oxotss may bo apphed w smy b changes duc. Volmtay
prepryments shall be applied At th wny prepayment charges sod thien as deseribod in the Note,

Axry application of peyments, insurance procesds, of Miscetlaneows Proceeds to principal dut under
this Now: shall not cxiend or postpone e doe dite, or change the amownt, of the Periodic Payments.

3, Fumdy for Edcrow Yems, Bomower shall pay to Londer on the duy Poriodic Payments are duc
wnder the Mote, wati] the Note is paid in full, a sum (the *Fands" o providc for payment of ameunts due
for; (a) taxes snd assesements and other iems which ¢on stsin priosity over tis Stowrity Instramest a5 a
fien or encumbrance on e Property; (b) Joaschold paymenis or ground rents on i Property, ifunys ()
ezsinms for any ood #ll insusmnce roquired by Leodor under Section 5; and (d) Mortpage Insurance
premiums, if any, of any sutus poysble by Bomower to Lender in Jioe of the payment of Mormages
Ingurance promjurs ik seserdance with the provisions of Sccton 10, These lwms ore cafled "Estrow
feems.™ At origination or ! any thnt dudng i tem of the Lown, Lonter may roquire that Commumity
Associstion Duvs, Fees, and Assessmenss, If any, be escrowed by Borrower, snd seh docs, oo tod
asseasments shafl be an Estrow I, Borrower shall promiptly furnish to Lender ofl noiices of amouris w
be paid under this Scetion. Borrower shall pay Lender @ Fands for Escrow licms uniess Lender waives
Borrower's obligation to puy (e Fonds Jor anry or &l Escrow Mems, Lendir may waive Bofower's
obligation to pay fo Lender Fumds for any or uli Bstrow Fenes at uny toie. Auy such waiver may only be
it witing. Jn e evest of such waiver, Borower shall pay directly, when and where paysbls, e amounts
due for uny Escrow fums for which payment of Funds bus been waived by Lendet and, if Lendor requires,
shalf furnish to Lender receipts evidonsing auch payroent within soch time period a5 Lender may roguire.
Borrowes's obligation to make such payments and e provide reseipts shult for ull purposes be desmed o
be # covenant and agreement pontained in this Seourity Instriment, »y the phruse “covenant pnd ygrecment”
15 used in Secton 8. IF Borrower 15 obligated to pay Escrow Mems diretly, pursuant to » waiver, und
Botrower fails @ pay fie smomnt doc for an Escrone hem, Lender may oxercise i tights vnder Section 9
znd pay such amount and Bormower shafl then be obligated wder Seotion 9 to repay 1o Fender sny such
smount. Lender may rovoke the waiver as o any or sl Escrow ftoms st any Gmc by & mofice given in
atzerdance with Section 15 and, upon such revosation, Borrower shall pay fo Lender alf Pands, and in
such amounes, thit am then Teguined wnder this Sochion 3,

Lender may, at any tims, colloct and hold Pands in an emosmt (1) sufficiont tu petsmi Lender o upply
the Punds af dw tine specifivd under RESPA, aod () not to exceed fhe maximum amownd & lender can
require under RESPA. Lender shall estimate the amount of Funds due on the basis of cument dat and
reasonable estimates of expenditures of futare Escrow Homs or othorwise in secordance with Apphicable
Law.

The Funds shall be held in an snstituton whose doposiis mte inswred by o federal agenoy,
instruemiiality, or entity (including Lowder, §f Lender is an institetion whose deposits are s0 insared) or in
any Federa] Home Loan Sand. Lender shafl apply the Fends to pay the Escrow Jizms no loter than the tive
specified under RESPA. Lender shall niot churgs Bommower for bolding and appiving the Funds, ammusly
anafyzing the esmow scoount, or verifying (i Esciow Hems, unless Lendse pays Bocower inerest on the
Fumds and Applicable Law porrits Lender to make such & charge. Unless an sgreement is made in writing
ur Applicable Law rcguires Bterest o be poid on the Funds, Lender shall not be required (o pay Bomower
any inkrust or camings on the Funds, Bomawer and Lender can agree in wiiting, however, that interest

10CARY  MPSJRI L 10CARY  BFSJRY
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shail be paid on the Fonds, Lendsr shalt pive to Borrowes, withowt charge, s annual accounting of the
Funds as requined by RESPA. ’

I there is & surplus of Funds held in escrow, as defined under RESPA, Lender shall ascount &
Borrower for the excess furds in sccordance with RESPA. ¥ fher 15 & shortige of Funds bold o osorow,
#s dofined wnder RESPA, Lender shall notfy Borrower as required by RESPA, and Bomower shali pay
Leodot the smount necossary (o make wpy the shortages in accordance with RESPA, but is no wote tan 12
montily payments, i diere is 8 deficiency of Fonds Leld in eacrow, 25 defied under RESPA, Lender shali
notify Borrower s veguired by RESPA, and Borower shall pay to Londar the amsunt necessary fo nuke
ups the deficiency in accortaucs with RESPA, bot in no more thas 12 monthly payments.

LUpon payment in foll of &l sums secured by #his Becudity instnmmcnt, Lendor shall promptly refimd
1 Botmowet any Funds hold by Lender.

4. Churpes; Lieoa Bornwwer shall pay sB taxes, asscssmcnfs, charges, fings, aid impositions
iiributable fo the Property whish can atain priority over (his Security Instrument, fessehold payments oe
ground rents on the Property, i sny, and Conmonity Associstion Dues, Fees, and Asseesments, ifany. To
the extont tat these items are Escrow Jems, Bomower shalf pay thom in the manner provided in Seetion 3,

Borrower shall promptly dissharge any lien which has priority over fis Security Tnsaumend unless
Borrewer: (a) agrees in writing o fhe payment of the ohligetion eeoured by the lie i 3 nanner acceptabhe
to Eetider, bat soly so long s Borrower is performing such hgreanent; (b) comtests the lien in good faith
by, or defends against enforcoment of e Hen in, Topnl procesdings which in Lendar's opinion cpenite {0
prevent e enforesment of the fun while hore proteedings are pending, bt only smil sach provesdings
sre conciuded; of (¢} scoures from the holder of the Ben an agreement satisfastory 0 Lender subordinating
the Tien to this Seoutity } L If Leader & ines tivsl any part of e Property s subject to 2 fen
which can aitain priority over this Scowrity Instrument, 1ander may give Burrowsr 4 potice idestifving the
liea. Within 10 days of e date on which that notics is givern, Bomrower shall setisfy the Jien o7 tike oacor
mone of the actions sef forh shove in this Seciion 4,

Lender may require Borrowsr to pay & one-fime charge for a raal ostete mx vevification andfor
repotting sorvice usod by Lendor in conneetion with this Loan,

5, Property usurance, Bomowsr shall keep the Improvements now exdsting or horeafior crected on
the Propecty Insured ngainst loss by fire, beerds intloded within tho torm "ottendsd meverage,” and any
vlher hazards including, but not Hmited w, carthquakes and foods, for which Lender requinss insumuse,
This insurmnce shall be maiotnined in the anewnts (including deductitie levels) mud for the periods that
Lender requires, What Lender requites pursuant to the prereding seatenses can chanpe during the tem of
ihe Loan. The insurence camicr providing the insumnce shall be chusen by Boyrower subject to Lender's
right to disapprove Bomower's coics, which sght shall not be merised unmcasonsbly, Fendor may
mquire Borrowor &5 puy, in connootion with this kosn, either: (3) 2 one-time chamge for flood zons
determination, cerGiication and trwking services; or (b} a one-titse charge for flood zons detenmination
pid certification services and subsequent charpes each Sme rormeppings or similar changts occur which
reasonsbly might sffeot such dutermination or certification. Bormwer shall olso be respansible for the
proment of sy fors oposed try the Foderal Emagensy Menspemenr Agency i sonmston wild: e
revizw of any flood. 2one dotermination resuitng, fram an objocton by Bomower.
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M Borrower Tuils to muintsin 2ny of the coverages described abuve, Lendor mizy obtin insarance
eoverage, @t Lender's opfion and Borrowoer's oxpemst. Lender is under no obligntion & purchise asy
particnlar tpe of smount of covernge. Therelor, soek covermge shall cover Lender, but Tight or might
nof protect Borrower, Boreower's equity in the Property, of the contents of the Property, ngainst any risk,
fuzard or fiehitity and might provide grester o lossor coverdge than was previously is sffect. Borrower
adimowicdges that the cost of the insurance coverage co obimined mighe significontiy exceed the cosi of
insumamct that Borrower could have obtpined. Any émmts dishursed by Lender under this Section § shall
become additiona! debt of Borrower sccurcd by this Sceutity Instrumant, These arounts shall boar interest
at the Note mis frou the dato of disbarsenent and shall be payable, with such interest, upon notice fom
Lender to Borrower requesting payment,

Al insurance policies roquired by Lender and renswals of such polisies shal] be subject to Lender's
right to disspprowe soch policies, shell Include & standord mortgage chiuse, and shall mame Lendor as
soactgagre mnd/or 23 an additional loss paytt, Lender shall have €he right to hold the policies ang renewat
cextificates, If Lender requires, Bormower shall prompily pive w Lender ol receipts of paid promiums and
ronewal potices. If Bommower oltaing sy form of insurege coverspe, mo{ otherwiss réquinad by Lendsr,
Tor dumage fo, ot destruetfon of, the Property, stk policy shell induds a standard mottgage clase s
shall bams Lender as mortgagee andior as un additional loss payee.

In the event uf loss, Bomower shall give protpt notice to the iusurance carrer shd Lendar, Londer
may make proof of Joss if not mads promptly by Borrewet. Unless Lender akd Botrowor otherwvise agree
m writing, any fnsurancy procecds, whetler or not G undorlying insursnce was reguired by Lender, hall
b appfied to restorution or nepasr of the Propeny, if the mitorstion or repdir §S ceotomioally feasible nnd
Lender’s scourity is not lessoned. During such repair sod restntation period, Lender shall have the right o
hold such insurance procesds b} Leoder fins hod an eppartenily 1o ingpect such Property 1o cnswre G
work het been compiettd o Eender’s satsfaction, peovided that such inspection shall be undermiken
jwompily, Lender nuvy disburse procesds for the ropairs snd restorazion in & Single payment or in 8 senies
of progress payments bs the work is completed, Unless an ngroement is made inwriting or Apphcahiz Law
requires inferest to be paid on ;uch insursnes procecds, Lender shall nos be roquired to pry Borrower any
interest or earmings on soch procecds Fues for public adjmters, or ather third parties, reqined by
Borrower shall not be pzid ;n of the insurance prococds wnd shall be the solu abligation of Barrowes, 1
the rosteration Of repair is not economcatly feasible of Lamder’s seounity would be Eeened, the insurance
procecds shall te applicd 1o e sun secuned by this Scoutity Instrument, whether or sot ten dee, with
the cxeess, if nny, paid to Barmwer. Such insurance provesds shill be applied In the order provided for in
Sevtion 1

H Bomower abandons the Property, Lender may file, nogotiste and serde any availuble imsurance
elzim snd relatcd mattees, 1F Borrower does not respond within 30 days o 2 notice from Lender that the
insuranes cavies has offered o serde s claim, then Eender may nogotiate and settie the cleim. The J-day
poriod will begin when e notice i given. Ja cither event, or if Londor soqois the Propenty wnder
Scction 22 or otherwlse, Bomower hereby assigng o Eender () Botrewer's Tights to any insurance
proceeds i on amount o i excred te emonnts unpaid undsr the Notw or tis Sacurity inswrument, and
(B} any other of Borrower's rights {othor $an the right o any refund of unesrmed precijums paid by
Borrower) under alf i policics ing the Propesty, insefir as soch rights arc applicable to the
eovorage of the Property. Lender may use the insutuncs procseds either fo repair of restore the Property of
s pay amounts aRpaid under e Notz or fhis Security Instrument, whether or not then duc.
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6. Ocrapency, Bomrower shell occupy, sstablish, »od use the Property as Bomower's principal
residense within 60 days afier the execution of this Security Instrument zad shalf continue ®0 ocoupy Bie
Property as Borrower' s prinsipat residence for st feast ons vear after the doic of ocoupancy, unless Lender
othoredse sgrees in wiiting, which consent ghall not be mmressorably withheld, or unkess axtermnting
chrcumsiances exist which are beyond Bomower' s confrol,
7. Preservation, Maintenanee and Protection of the Property; Inspections. Borrower shafl not
destroy, damage of impeir $he Property, allow the Property to dercriorate of comumit waste on the .
Properiy, Whether or not Bonrower is residing in the Proporty, Borrower shall maintin the Propesty in
order io prevent the Property from doisrionating or decreasing in value due tw its condition. Unfess it is
dotermined pursuant to Seetion § that repalr or restoretion is ot econcuseslly feesitile, Bosrower shall
promptiy repair the Property, if' domaged o evoid further deteriomtion of damage. i insumnce or
condemnation procseds are paid in conncetion with dammye fo, o the taking of, the Properly, Borrower
shall be responsible [or repairing or rerioring the Propetty only if Lender has released procesds for such
purposes, Lender nmy dishurse proveeds for the ropains and restomation in o single payment or id o sories of
pragress paymenG 25 the work is vompleted. M the insumnee of condemanation proceeds ate not sufficient
to fepais o restore the Property, Borrowor (s not reliveed of Borrownr's obfigation for the completion of
such repair of restotation,
Cewder or ils agent may ouke ressoneble stines upen and inspectons of tie Properly, If it has
reasgmable cause, Lender may inspect. the interior of the {mprovoments o the Property, Lender shall give
Boarrowst notice ot the time of of priot to such an ivterior nspection gpocifylng such reasonabile cause,
8 Borrower's Loan Apphiecation. Borrower stwll be in default i, during the Lomn upplication |
proenss, Borrower or uny persous of entities actieg st the direedou of Botower or with Bomower's |
\arowledye or consent gave materially fulse, misleading, or inbecuratz information or stateinents @ Lender
for fuiled & provide Lender with materis] informstion) in connection with the Loan Materal
representitions includs, but sre not limiled to, representutions concerning Borrowss's oooupreney of the
Propesty us Borrowre's prinipal residsnice,
8. Protectivn of Lender's Interest In the Property and Rights Under this Securlty Instrument. 3f
(a) Borrower fails (o perform the sovinunts snd sgreenyant conkained in this Secority Instrument, (b) fiors
is A legal proeseding thal wight significantly uffect Lender's interest in the Propery aud/or cights under |
this Seeurity lustramenst (such as o procceding in bankrupiey, probate, for condemnation or forfettune, for |
enforeerment of & Jion which may ammin pricfity over this Security Insowment or to enforce laws or |
mgvfations), or {c) Barrower has bandoncd the Property, then Lender may do and pay for whstever is
reasonabit of sppropriate to prowtl Lendor's interst in the Property and tights under this Security
Instreirment, incinding protesting sod‘or assessing the valis of the Property, and securing and‘or repairing
the Peoperty, Lender's octious can include, hut are not limited to: (2) paying eny sums secured by  Hea . |
which hss priority over this Scowdty Insrument; (h) appesring i cour; and ¢} paying reasonabie |
attormeys fees (o protect its intcrest in the Propeny sndfor rights voder this Sequrity Insrament, inchuding |

- its gecuned position in & banknapicy proceeding. Securing the Property {ecludes, but is not Himited o,
enteting thie Property to make wpain, chwnge jocks, replace ot bovrd np doors ond windows, droin witey
from pipes, elirmuste building ot other oxde vinhtions or dangerouws conditions, and have utifitics wuned
oh oF off, Although Lender may tie action uader this Section 9, Lender doss not have o 4o §o and is not
under any dizy or obligation @ do so, Jtis agread that Leader incurs no Fubility for not taking any or ail
aotions wuthonzed voder this Scotion 9.
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Any smoms disbursed by Lender ender this Scotion 9 dali become addifions] deft of Banrower
seomred by this Seeurity Instrament. These grpunts shall bear inprest o6 the Nobz mte fom the dnts of
disbusement and shall be payeble, with such intsrest, upon notice from Lender o Barrower requesting

yreend,
. If this Security Instrument is o s leasehold, Borower shall comply with sl the provisions of the
lense. If Borrower acquires fie title 1o the Property, the leaschold zud the foo tite shall not merge unless
Lender agrees to the merger in writing,

10. Moertgage Instrance. If Lender required Momgage Insurance as a condifion of making the Loan,
Borrower shall pay the premiiums requirsd to maiotain Ge Monigage Insumnce in effect. 1, for any tmsan,
e Morgage Insurance coverage rquired by Lender centes (o be avaflable Fom the morigage insurer that
previously provided such insurance and Borrower was roquired 10 make separaiely deslgnaicd payments
fownrd the premivms for Morpage Inswance, Borower shall pay the prmiems mguired to oblain
coverage subsmntialiy cquivaient to the Morgege Insurance previously o efiict, af & cost substanfially
cquivalent o {he cost o Bomower of the Morgage Insumnee provicwsly in effict, from pn 2temate
martgage insurer solected by Lender I subetantalty cquivalent Mormpe Insurance coversge 35 nof
avatlable, Borrower shatl contlove i pay w Lender the ampunt of the sopemicly designated payments shat
wis due when the inmrrnce covemge oomsed 10 be in offict Lendor will oooept, wee ood retin dicss
paymunts 48 ¥ hon-rofundsble loss reserve in licu of Morigage Tosorance. Such Joss rererve shall be
non-refindable, notwithstanding the fact that the Loan is witimately paid in full, and Lender shalf not he
required o pay Bomower any interest or eamings on such loss reserve, Eender can ney Jonger reguite foss
msteve paymnents i Mortgage Insurance coverage (in the amount and for the period that Leader requires)
provided by an insurer sslected by Lender again b ilable, is obtpined, amd Lender moquires
scpurztcly gsagmtcd puymants ward e premiums for Morgage 1 If Lender roquired Morgagn
insurance as o condition of making the Loan ond Borrower was roquired o meke sepamstely dosignated
payments toward the premiums for Mortguge Insurence, Borower shall pay the pramivms required
maintin Morfgage Instmance in effsct, or @ provide & nonrefindabie oss resecve, until Lender's
requirement for Mortgege Insupance ends in accordence with uny writsn ogreement bevwean Borrower and
Lender providing for such tirmination or snti! wrninaiion is required by Applicable Law. Nothing in this
Suetion 10 wffeets Bormower's obliguiion to pay inferest ot the mate provided in the Note.,

Mergaae Tngurance reimburses Lender {or sny ontity tat purchases the Note) for cermin lossss i
mny incur if Borrower doos pot repay G Loan s agreed, Bowower s nol & party to e Morniygage
Insarance,

Horigags Insurers cvaluate their total sisk on wll such msurance i foree from time to gme, and may
entr inte agreements with other purtey that shars or modify their risk, or redoce lossos, These agreements
are on terms nod condifions that are satisfactory to the morigege nsurer and the other party (o7 patties) o
these agreements, These agresrents may roquire the mortage insteur fo make paymaents using any source
of funds that the mongage insurer may have available (which may inctude fimds obizined from Morgage
Insursnze preotiuns).

As s mselt of these agrocments, Lender, amy purchaser of tic Now, anothet fnsurs, any relnsurer,

. emy ofher entty, or woy affiliste of any of the foregeing, may receive (directly or indirecfly) amounts tht

derive from (ur might be charscierizad 23) o portion of Borrewor' s payments for Morigage Insumnes, in
exehange for sharing or modifying the morgage Insvares's risk, or roducing kesses. I stich agreesient
provides that an affiliaie of Lender wkes o share of die insurer's ok i exchange Far & chare of the
premiums peid to the insurer, te Zrangemént is ofien tetmod "eaptive rwinsumnse, " Further:

*} Any cuck agreements will uct aifect the smounts that Borrower hay agraed tv pay for
Merfpage Insarenee, or any sther terme of the Loan. Suck ayreements will not meresse the amount
Berrower will nwe for Mortpage Insuranes, snd they wili not entithe Borrower fe sny refund.
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(b} Any sach agrectnents will ot affect the rights Berrower has - If any - with respect fo the
Moartgage Insurance ynder the Homeowners Profection At of 1992 or any effier law. These rights
mey inthude the right to rectfve cortain disclosures, to request and cbtsfn cncellstion of the

Martgage Trsurence, 1o bave the Mortguge Ins terminafed atiomatically, andler to receive o
refund of sny Mordgage lnsurance premiums that wers ydesrnes st the time of such cancellation or
termination.

1L Assignmient of Miscellmasuws Proceeds; Forfeliuwre, AN Misceflageous Proceeds are hevehy
nssigned fo and shall he paid to Lendor. i

If the Property is aged, sach Misceliancous Procesds shall be applied o restoration or ropair of
the Property, if d restorstion or repair is economicsily feasible und Lendors wscurity i85 ot lesconad.
Bruring such sepaic and restoration poried, Lender shobf have the might & hold such Misceliancous Proeceds
untif Lender hns houd an apportunity (o inspect moh Property fo cosbre the work bes been completed 1o ;
Lender's satisfaction, provided that such inspection shall be whdertsthen promptly, Lesder may pay for fhe :
repairs and restotation W 2 single dishunsoment or in & sorics of progross payments ss e work i
complcicd. Unfess an agresment i made fo writing or Applicable Law requires Interest to be peid on such
Misccliancons Procoods, Londer shall not be required o pay Bomgwer any inerest or earnings on such
bMiscelizncous Troceuds. 3 the restoration or repair Is sot eeonemicslly fessible or Lendar's seeority would
be d, ihe Miscells P ds sliall be spplicd to the sums sceurcd by this Seority Tnstnmnent,
whether or not then due, with the excess, if sy, paid to Borower. Sugh hMiseslianeous Procesds shefl be
applicd in the order provided for in Section 2,

In e ovent of & totel mking, demroction, of loss in valoe of the Property, tht Miscellancons
Procreds shall be applisd o e sums secmed by fhis Security Instrument, whether ar not then dus, with
the cxewsy, if any, psid to Borrower.

In the svent of o partinl taking, destnuction, or lose in vafue of the Properly in which the fair market
vahw of the Property immedintely bofure the portial mking, destruction, or 1083 i value Is equel 0 o
greater than the armount of the swrs secured by this Sorwily Instmment immedistely before the partisd
{aking, destraction, or Joss in value, unfess Bowower and Lender osherwise agree i wiiting, e sums
steured by thiz Secarity lnstrument shall be neduced by the emoue of e Miscollancous Proveeds
nndtiplied by the foliowing fracion: (8) The wotal amoont of the s secured immediswly before the
parfial taking, destruction, or loss n value divided by (b} the fair nmrket vaiue of fie Propecty
inunediately before (he partisd taking, destruction, of foss jn valie, Art:g balance thall he paid o Bomrawer,

In the ovent of » partiyd wking, destustion, or loss in value of the Property in which the feir warkct
valuo of the Proporty immedistcly before the pantist wking, destruction, or loss in vaine is fess than the
amoant of the sumns secured inediaioly before the partial abing, destruction, or foss in value, unfess
Borower wnd Lender otterwise sgree in writing, the Miseeliantous Procteds shall be applicd to e mms
secwed by this Scoumity Tnstrumient whether or 10t the soms are then doe.,

. i the Property is abandoned by Borrower, of if, afier nofice by Lender do Borower that the
Opposing Patty (g defined in the next scalence) offers o make o awsrd fo settie & claim for damupes
Borrower falls to respond to Lender within 30 diys after the date the notice §s given, Leader i mthorizod
m collect and apply the Mistellaneous Procesds either ip mstnration of mpair of the Properly ar to Gie
sums goeured by this Sccurity Instrumend, whether or net then due, "Oppasing Party” means the third pasty
that owes Bomower Miseellancous Proceeds or the panty against whom Bemower his a right of ection in
regard i Miscellmeous Proceeds.

Borrower shall be in default if any action or proceoding, whether civil or criminal, is begon that, in.
Lender's judgment, could result in forfeiture of the Proporty or other material inpainnent of Lendsr's
inteeest in the Proporty or rights wnder this Stvurity Instrunwent, Borrower can ture such 4 default and, i
sccelemation hes ooouTed, Tinsta ss providsd in Sestion 15, by causing the sotion of froceeding 1o be
dismissed with a rufing that, in Lender's judpment, prociudes forfeituce of e Proporty or other material
impainment of Londer's interest in the Properiy or rights uader éhis Sequrity knstroment. The proverds of
TOCARY  WPSIR? 10CARY  MPSJRY
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any pward or chaim for demages that are etiribotable o dw ingraimoen of Leodec' s ioterest in the Property
are herehy nesipned and shall be paid to Lender.

All Miscellansons Proceeds that ere not wpplisd w testration or vopeir of the Property sholl be
applied io the ordet provided for in Seegon 2,

12. Borrower Not Released; Forbesrance By Levder Kof 8 Walver. Extension of e time for
pyment of nodificniion of stiortizacon of the sumis seoured by this Secutity Instrument gronted by Lender
10 Bommower or any Suttessdr in Interest of Borrower shall not oparate (o release the NHability of Somowtr
or ony Sucoestors in Interest of Bormoer, Lender shall not be required to comsacnee procecdings sgafust
any Successor in intersst of Borrower of fo refise o exend time for payment or otherwise modify
amortizmtion of the sums secured by this Seewmity Instrument by roason of sy demend made by the vriginal
Borrower o any Suceessors In Inlerest of Bommower. Any forbearance by Lénder in exercising any right or
temedy including, withomt Jimitetion, Lender's aceepiance of payments from (hind persons, entitics or
Successors in Interest of Borower or in anwnuats Jexs than the amount then due, shal! not be & waiver of or
preclude the exercise of any righl or remedy.

13. Jolnt aud Several Lizbility; Cosigners; Sucessors ond Assigns Bound. Borrower covenants
and pgmees fhat Borewer's obligations and Hobility shull be joint and several. However, any Borrower wio
co-gigns @i Scoudity lnsmument but does not exceufe the Note € “co-signer™) (a) i$ co-cigning this
Security Instrument ouly © mortgoge, grant sid convey the co-signer's interest in the Property under the
terms of this Security instument; (b) i3 not persomaliy obligmed o pay the sums secured by this Security
Instrument; and (¢} agress that Lender #nd amy other Bormower can agrat o axtend, modify, forbear or
make any accommadations with regard G0 the terns of this Scourity nstrument or e Note without the
-m-sig:z‘s consent.

‘Bubject io the provisions of Section 1B, mny Successor in interest of Borrower who assumes
Borrower's ebligations undor this Sccurity Instroment in writing, sud is approved by Lunde, shel] obtsin
&Y of Bomower's rights and bencfits under this Secority Instmment. Borrower shall oot be relesssd frowm
Borrower's obtigations and Habilty under this Secarity Tnstument unless Lendsr agrees to such release in
writing. The and ugr of this Scourity 1 shall bind {ocept as provided in
Sectinn 203 and benefit the succtssors and assigns of Lender,

4. Loap Chsrprs. Lender may charge Bomowsr foos for sorvices performed in connestion with
Borrower's default, for the pumposs of progcting Londer's imtnrest in the Proporty and sights under this
Szeurity Insument, including, bit ot limited (o, attomevs! foes, propery inspection and valuation fees.
ln rogard to any other foes, tie abscote of cxpross authority in this Seeurity Instroment o charps 1 $pecific
fee 10 Borrower shull not be construed o5 & probibition on the charging of such fec. Lender mey uot charge
fees (hat arc expressly profibited try this Scearity Insmament or by Applicable Law, .

1 the Loan s sebject o o law whith set maximum oen charges, and that lew is finally interproted so
thal the interest or other loan charges collected or @ be colectad i connection with the Looo exeeod the
pommiticd limits, then: (a) any soch laen charge shull be roduced by fhe smount necessury o reduce the
chazge (o the permitted Timit; and (b} say sums afready coliested from Bomrowsr which excesded prrmined
Timits will be nefunded w Bomower, Leader mey choose 1 meke this refund by reducing te principal
owed under fhe Nolz of by making a direct peyment to Bomower. If 2 refund seduces priscipal, the
meduction will be oeated Bs a pertal propeyment withowt any propsyment charge (whether or not 2
prepayment charge is provided for vader the Nots). Borrowsy's acoeptance of any such refund taade by
direct payment {o Borrower wil] constitute s waiver of sny right of achoh Borrowet might have srising oat

of sush overcisrge.
15, MNotices, Al notices given by Bomower or Lender in connectipti with this Sccurity Iostrament
rsust be in writing. Aoy sodee (o Borrower in cotnestion with tis Secusity Trst i shalf be deemed 10

bave been given to Borrower when. mailed by first clnse mail or when actually delivered o Bopower’s
notice pddress if sent by other means. Notics w any ane Borrower shall constitute notice i afl Bomowoes
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uniess Applieable Low expoessly requires uffcrwise. The notice address shall e the Propenty Addmss
uriless Bormowet fras designated  substinui notice nddress by notice to Lender, Bomower shall prompily
notify Lender of Botrows's change of address. I Lander rpecifies = procedure for repasting Borrower
change of eddress, then Bomower shall ouly repost o change of address troagh that specified provadure,
Thete may be only one desipnated notice address under this Seeasmity Insinmicnt at 2y one Hie. Any
notice to Lender shall be given by delivesing it or by mailiag it by first class mad i Lender's address
stated herein wmbese Lender has” dosignowd arolhet sddress by notice fo Bomower. Auy wmotice in
tconnection with this Scourity Instrument sholl not be dsemed to have been given t Lender unill actually
reseived by Lendzr, If any nntice requirod by this Scourity Instrumsnt i sso required undor Applicable
;.:sw, te Applicable Law requirement will sstisfit the corespording mquirement umder Sifs Seowity
trumsnt .

16. Governlag Law; Severability; Rubee of Copstrection, This Security Instrumont shall he
govemed by federal tew and the fnw of the jurisdiction in which e Property is Iocaled. All rights und
obligations cenmincd in this Scculty Instrument aze subject to any rogquiremsnts and hiesntions of
Applicatiiz Lavwe, Applicable Law might explicith or implicitly allow the parties 1o agree by sontmot ar it
wight be silent, T such silence shall no?ge sonstrued a8 & wohibltion apaingt agreement by contrast, In
the ovent that any provigion or clase of this Security Instrament or the Note conflicls with Applizable
Law, such sonflict shafl not afVeot athes provisions of this Security Instrument of the Nok: wlikch can be
given effect without the contlicking pravision.

As used in this Secudity Jrstunwent (g} words of the masculine gender shall mean and inchde
correspanding beater words or wards of the femining pender; () words in the singular shall mesn and -
meludes the phumt end wice vorse; and {¢) the word “may™ gives sole discrerion without any shligation to
take sny action.

17. Borrower's Copy, Borrower shall bt given ono copy of tho Nowe and of this Security Tnstrument,

18 Transfer of the Property or & Beneficinf fnferest bz Borrower. As wicd in fhis Scoton 8,
"interog in the Property” means apy fogal of bewsfiviul interst in the Property, including, but not B
ta, thess beneficint inferests transforred in & bond for decd, conrnor for deed, tostalimemt sales contract or
esemow agreoment, the intent of which is the wansfer of title by Bormower sts fumre date o & purchaser,

1F ail or any part of the Property or eny Intercst in the Froperty is sold or ransierred (or i Borrower
is not 2 nstural person and a beneficiol interest in Borrowsr is sold or tranafermedy without Lender's pror
wriftzn consert, Lender may sequine insnsdivic payment in Rl of sl sums secured by this Seourity
Instumaent  However, tds option ehall not be (miersised by Londer if such ccarojse s peohshited by
Apphisable Eaw.

If Lender exercires this option, Lender shall ghve Bommower notiss of acecleration. The notice hall
provide u period of ol less than 30 duys from the daw tho notice is given in axcordance wilk Seotion 15
within which Borrower must pay all sume socored by this Svonnty lnstroment. If Bormwer fails 1o pav
these sums prior 1o the expimtion of fhis petiod, Lender may fnvoke any remedies permitted by this
Beourity Instrurbent withowt further notice or Gemand on Borrowet,

1% Borrower's Right to Heinstate After Atcelration. W Borowsr moet certaia condititms,
Botrower shali have the right 0 have enforcement of this Security Instument giscontinued gt any time
priet to the carliest of: {2} five days before sate of the Propenty purszont m any power of sale contained it
this Security Instrument; () such other peniod as Applicabie Low might spocify for the tormination of
Borrower's right to reinstate; or (&) entry of = judgivent eaforcing $it Seowrity Instnmwot Those
contditions ar: that Borvowers (s} pays Lender 2lf sums wirich then would be di under this Security
Instrument znd the Mote a5 if no sctelemtion had occurred; (b} cures xxy defanlt OF any other covenants or

ugrtemends; (¢) pays all d in enforcing this Security instnoment, fnehiding, but pot limied
w, seasonable semeys fees, property inspection snd veluation fees, and other foes memred for e
10CARY  MPSJRT 10CARY  HPSJRY
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porpose of protteting Letder's interest jn the Property snd rights under this Secustily Instrument; and (d)
ks swl action x5 Lender may rasomably require 1o assure that Lender's inforost in the Proporty and
rights under this Security Instrument, and Borrower's obligation to pay the sums scoured by this Security
Instrument, shall continue unchanged. ELonder snsy requite that Borrower pay fuch reinstamment soms and
exponses in ape of more of the foliowing forms, as sclected by Lenters (8) cashy (b) moncy order (6
cestificd checly, bank chook, weasurer's check or cashior's check, wovidsd wny such check is drown wn
=u instiution whose dopesits are insured by a fodoral agency, inswumentality or catity; of (d) Elcctronic
Funds Transfer. Upon reinsmwentent by Borrwer, this Seority bnstnmment and obligations secured hereby
shall remain fully effective 2s if no sceclention had ccourmed. However, WS fight (o stinstare shall not
apply in the ease of aceelerntion under Section 18,

A0, Sele of Note; Change of Loan Servirer; Notics of Grievance. The Note or z partisl imerest in
the Nate (tagether with fhis Security Instramuent) eon be sold one or more times without prior notice 1o
Borrower, A ssle might result in o change io the entity {kmown as the "Loan Servicer™) fhat collecty
Periodic Paymenfs due unter the Not end s Security Instnvnzat end porfvms other morgngs losn
servieing obligations under the Not, this Seourity Inséremend, ond Applicable Law. There abso might be
ok or more changes of the Loan Servicer warclamd 10 3 sale of the Note, !F there i & change of fhe Loan
Servicer, Borrower will be given wiitten notice of the changs which will steie the name end pddress of fic
nrw Loan Sercicer, the pddress t which pagments should be made and uny oflier Informatin RESPA
requires in connoction with a notics of transfer of servicing, 1¥ the Nowe is soid and thercafter the Lo is
serviced by & Loak Servicer otier (ban the purchaser of the Note, the mottgage fosn servicing obligstions
0 Borrowet will remain with the Loan Servicor or he wansferrud W o successor Loan Servicer aod ame it
assuned by e Note purchaser unbess otherwise provided by the Notw purchaser.

Meither Borrawer not Londer try comimence, foin, or be joined to any judicis! action (a8 either an
individual hitigatt or the member of 2 class) et urises from the othet party's actions pursusn? o this
Security Instrument or tut aflepes that the other panty has broached any provision of, ot any duly ewed by
reason of, this Security stument, until suth Borower o Lender hes notified the other party {with such
frofice given in compliaace with the requirements of Seption 15} of such alleged breach sod afforded the
uthes panty hersto 4 reasonatle pedod after the giving of such notice 1o take eomective stion. I
Applicable Law provides 2 e period which musi elapss before cectain action can be taken, thot time
period will be deemud 10 be masonable for purposes of this pasagraph, The notice uf acceleration and
opportunily to cure givon v Bormower pursuant to Scotion 22 and the notlee of acceleration given 1o
Botrower pemian to Section 18 shall be deemed to smisfy the notico end oppormunity to bl cormctive
action provisions of this Section 20,

21. Hezardous Substances. As used i this Section 21: (a) *Huzardous Substances” are those
substances defined as foxic or hazmrdous substances, pollutants, or wasfes by Environmental Eaw ond the
following substances: gesoline, keroscnc, other fi bl or wxic prrolenar products, loxie pesticides
and herbicidrs, voluile solvents, magrials contxining asbogias or formakdohyds, and radinsctive matetials;
b} “Envimnrental Law" mosns foderal laws and laws of the furisdiction where the Froperty is locuted that
ecinte to heatth, safefy or environmeatal protection; (¢} "Edvironmental Cleasp” includes amy wsponse
setion, remnedial acdon, of Temoval scton, By defined in Bovironmenml Law; and (dy on "Envitonmentat
Condition* means 3 condition fhat ¢an cause, contibug 1o, or otherwisc tigger an Environmental

Chesrip.
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Bormywer shall not cavse or pomnit the prescres, e, isposal, storsge, or rwicase of any Hazardous
Substanecy, or threaten fo wleast aoy Hezordous Substances, on or in the Froperty. Bormrower shall nof do,
nor dHow anyons clse o do, savthing sffecting the Property {8) that s in violation of sny Emvironment)
Lav, {b) which crestes an Enviroomicntad Conditivg, ar {5) whith, duc 1o the presence, we, or release ofa
Huzmdows Substance, oreates & condition that adversely affects the value of te Proporty, Tho preseding
two senpenses shall not apply b0 the pmsence, use, or storage on the Proporty of small gungties of
Hazardous Substances that are gencrally rteogniced 1o be appropriaw o nomad residontis} uses and o
mintenance of Sic Property (including, bor not Hmited &, huzardous substances ix consumer prodects).

Borower shalf promptly give Lender written notice of {u) any investigadon; olsim, demand, Jawsuit
cr other action by amy g tal or reguiatory agency or privats party jmvolving fhe Property mnd any
Haemrdons Substance or Environment! Law of which Bomower b aciwal knowitdge, (b)) any
Environmeniai Condition, including bt nof limited 0, any spilling, Tealdng, dscharge, release or threat, of
rilcase of amy Hizapdous Substinze, and (¢} any condition cavsed by tho prostncs, usc or release of a
Heardous Substunce which ndversely effeots e value of the Prapersy. If Bomower leazss, or 18 tovfled
by any governmental or regedatory suthority, or any privefe pary, that any reneval or other mmedintion
of any Hrmandoos Substnes sfficting the Property 1s necessary, Bomower shall promptly take alf niocesssry
remedial actions i danee with Enviro. [ $aw. Nothing bercin shall create any obfigetion on
bender for pe Bindranmanta) Cleanon,

NON-UNIFORM COVENANTS. Borrowor and Lender further covenant and pgree as follows:

1%, Acceleration; Remedies, Lender shol give notice to Borrower prisr to acetleraion fobowing
Borrewer's breach of any covenint or mgreement fu this Security Iustrument {but bot prlor fo
secelerntion under Section 18 unliss Applicable Law provides ofherwise). The notive shall speciy:
(a} the defsulty {b} the action required to cure the defaule; {c} & date, not fess than 30 days from the
date the notice ks given to Borrower, by which the defaulf must Be cured; and (d) that falture fo cure
1he defanit on or before the date specified Ju the uotive oy resull In acceleration of the sutus seeared
by this Security Instrument, foreclosure by judiclal proceeding and sale of the Froperty, The notlee
stendl further inform Borrower of the right to reinstate after scecleration and the right to assert in the
foreclesure proceeding the non-existence of & default or any aother defense of Borrower 10 acceleration
snd foreelosure. 3 the default §5 not cored on or before the dote specified in the notice, Lender at iis
optics may require Imumediate psvinent in full of all sums secured by this Secarity Instrument
withaut further demand and may Toreclose this Security tnctrwment by jadicisl proceeding. Leader
shall be entitied to collect ol expenses Incurred dn purauing the remedies provided fn this Section 22,
imcluding, Dot wut Hmited to, reasonsbie stiornmeys” feet and costs of itile evidence

33, Refease. Upon peyment of all sums secured by dis Secusity Instronueat, Londee shafl refeass this
Security Instument  Borrower shall pay soy rocordstion costs. Leneder mny charge Borower & fee for
releasing this Security Instrament, but only if the foo is paid to 8 fird party for services rendered and the
charging of the fie is permitted under Applicable Eaw.

24, Attoroeys' Fees, At wied in this Sceurity Insgument and the Note, attomeys’ fees shall include
those awardad by an appelinte comt and uny atomeys’ e incurred in 3 binknpicy procesding.

15, dury Trial Watver, The Barrewer hérehy waives sny gt to 2 trial by jury i any action,
procesding, thaim, or counterelsim, whether in contract 6t [ort, 88 I8w of in equlty, anising om of or i eny
wiy selitd 1o tis Seciity Inwmumiond of the Note,

1GCARY  WPSIRT L. FOCARY  MPSJR1
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BY SIGNING BELOW, Bomower accepts and ggrees fo the torms and covenants contained in this
Security Instrament and in nay Rider sxscuied by Borroweer and recorded with it
Signed, end delivered in the presence oft

k 3 A WICHAEL RATRICK mm;//  Te—
i 1407 MARK TWAIN COURT
2 2 é NIgEVILLE, FL 32578 {Addsess)
Do 47 /'1‘7,( d h eal)
K IMBERLY ANN Bemower
1407 MARK TWAIN COURT,
NICEVILLE FL 32578 CAddretsy
{Sealy (Seaf)
~Barrawer ~Horrower
(Address) : {Address)
{Seal) JRp—— {Seul)
~Bowower -Borrower
fAddres) {Addeess]
{3ealy (Sesl)
“Barewer <Bprrowe:
{Addrers) {Addronn)
10CARY  KPSIRY T0CARY  MPSIRY
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STATE OF FLORIDA, DKALODSA County s

The fomgoing ingrament was rcknowiedged before me this 26 August, 20 [

by
HICHAEL PRTRICK CARY and KIMBERLY ANN CARY

L}
who {5 personalfy known to me or who hzs produced Florida Drivers Licasidentifization.

Z\‘
= JONHL HAYS
& % St COHRISSEN £ 00 (67SH
",‘ i et
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Attached Legal Description

LOT 6, BLOCK H, ROCKY BAYOU ESTATES UNIT 43, ACCORDING
TO THE PLAT THEREOF AS RECORDED IN PLAT BOCK 5, PAGE
27, PUBLIC RECORDS OF OKALOOSA COUNTY, FLORIDA.

Parcel ldentification No.: 10-1 S~22-2832—000H-0060
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