Draft - 8/18/99

NEW YORK STATE BANKING DEPARTMENT

Mortgage Banker licensed pursuant to
Article 12-D of the New Yark Banking
Law.

)
In the Matter of )
‘ )
) CONSENT

DELTA FUNDING CORPORATION,a ) AGREEMENT
)
)
)

WHEREAS, Delta Funding Corporation (“Delta"), a Mortgage Banker licensed
pursuant to Article 12-D of the New York Bankmg Law, and the New York State
Barking Department (* ‘Departmenf’) have mumally agreed to enter into this Consent
Agreement ( Ag;reement %

WHEREAS, the Department commenced and concluded an examination
(“Examination”) of Delta pursuant to Banking Law § 596 regarding Delta’s comphancc
with the provisions of Article 12—D of the Banking Law and apphcable Federal laws;

WHEREAS the Exsmination encompassed, jnter alig, 2 review of Delta’s
compliance with Section 296-2 of the New York Executive Law, the federal Equal Credit
Opportunity Act (13 U.SC. 1691, et seq.) end the regulations promulgated thereunder
(“ECOA™), the Fair Housing Act (42 U.S.C. 3601, et:seq.) and the regulations

promulgated thereunder (“FHA”), Article 12-D of the Banking Law, the Real Estate
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. ettlement Procedures Actof 1974 (12U.S.C. 2601 et seq.) and the regulations
~romulgated thercunder, (“RESPA"),' and the Home Ownership and Equity Protection
s ctof 1994 (15 US.C. 1601 ¢t seq) and the regulaﬁons'pmmalgated thereunder

; ‘Hoapm; all as amended;’® ' |

WHEREAS, the Department alleges that its Exax:;iﬁaﬁon rcvcéled certain
- '*olatxons of the foregoing statutes and regulatmns

WHEREAS, Delta denies all of the Department’s allegations and any
. rongdoing, Jiability or violation of any Jaw; and

WHEREAS, Delta snd the Department desire to avoid the expense and
-neertainty of litigation and seek to resolve all matters raised in the Department’s
;".vx.s.minatiop, and, as & result, have agreed to enter into this Agccmcnt.

Understandjng:

NOW, therefore, in consideration of the foregoing consideration, the receipt and *
:ﬁfﬁcicnéy of which are bereby acknowledged, the Department and Delta hercby agree as
Sllows:
1.+ Delts, its directors, officers and employees, vand any successor in interest shall

refrain from engaging in any act or practice that discriminates on the basis of the

racial or cthmc composition of the area in which ﬁzc borrower regides as

proh.ibxted by Executive Law §296-a, FHA and ECOA.
Defendant will commit 2 total of $7, 250,000.00 (as described in Paragraph Lp

below) (the “Remediation Pund”) for purposes of the relief described in this

Paragraph I

1 12 U.S.C. §2601, et. seq.

: HOEPA smended certai provisians of Truth ia Lendiag A, 15 U.S.C. §1602, etseq.
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A. Within 30 days of the effective date _of this Agreement, Delta will

notify (by registered mail, return reccipt requested) all borrowers for whom loans
were originated by Delta during the period October 1, 1995 through the date of '

this agrecment (“Barrowers”) of their entitlement to séait compensation (solely in
the form of monthly payment reductions) from the Remediation Fund. Delta will

provxde the Department with a list of the BoxrcWers

’.

1. . The form of the carrespondence shall be in the form
set forth as Exhibit A, attached hereto. Delta shali notify the
Department of the pames and last known addresses ‘of all
Borrowers from whom no retum receipt has been rccenved thhm
thirty (30) days of the msiling of the notice (“Non-Responding
Borrowers™). Within five (5) business days thereafter, Delta shall
attemnpt again to notify said Non-Responding Borrowers by |
registered mail, retamn receipt requcstod (“Second Notice”).

Within thirty (30) days after mailing the Second Notice, Delta shall
provide the Department with 2 list of such Non-Responding
Borrowers from wharm the retum receipt was not received in

response to the second notice;

2. The notice shail include a requirement that each
Borrower respond within thirty (30) days of receipt of the notice:
and, in the event that the Borrower submits a claim, such borrower
must waive his or ber right t0 participate in any other titigation

regarding guch Borrower’s loan and setting forth the same of

3
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/,\?>/ that such Bonowcr is submitting his or
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- Agreement. Suc

similar claims now raised by the Department and, in the event 2

' péymmxt ;s made to such Borrower, oxecute a release, substantially

ip the form set forth in Exhibit B, of any additional righta to

procesd against Dcita cn claims arising from the allegations set

forth in this Agreement o any other allegation of lending
mmancm relsted to the loans covered by this Agrccment

Q)\N\g/ Joan reductiop (8 “Claim ™), Delta will make available to the

Department pertincat information with regard to the loan at issue in

the claim (including copies or summarics of the loan application,

supporting Jocumertation, and the HUD-1 Setﬂcmem Staternent).

4. - Within 30 days of its receipt of such information, the Department

<hall determine whethes the Borrower has stated a valid Claim and, if so, the

amount by which the Borrower’s monthly loap payments will be reduced. fhe

Remediation Fund will be reduced by an amount cqual to the present value of

such payment reduction based on the remmmng term of the loan based on a rate

qual to the rate on United States Txcas\ny Bills, as published in the Wall Street

Journal as s of the date of this Agreement. Delta shall have the right to determine

the premsc method of effectuating any payraent reductions pursuant to this

h methods may include (i) subsidizing borrower payments, (i)

reducing the interest rate, (iii) reducing the principal balance, ar @iv) extending the

R
0T  66. 0Z By . v208-9Tp-C1Z:Xe4 M 40 Ld30 SAN



F~3922

cerm of the loan; provided, however, that the total amount of interest paid over the

)ife of the Joan is not increased.

5. Only claims received within 30 days of the date on which the last
notification to Boarowm was sent (the “Te.rminatioh‘ Date’”) will be evaluated by
the Department. In the event that after all. clums have been evaluated and
determined by the Department and there dre insufficient funds in the Rmnedmtxon
Fund to saﬁsfy all claims as so cvaluated and determined, the following
adjustmerts shall be made:

A. First, the value of the loan payment reductions shall
" pe recalculated based on the lesser of (i) the
remaimng term of the loan and (ii) 15 years; and, if

e still insufficiont funds availabie in the

Remediation Fund,

B. Seccond, the amount that each borrower is to be paid

i1l be reduced

proportionstely.

6. Delta shall begin impléxnénﬁng the payment reductions
oéntempl ated herein within 45 days following its receipt of the borrower’s
executed release in accordance with Paragraph [L.D, below.

1. After the Termination Date, Delta’s obligation to reduce loan
payments is terminsted, except with regard to loan reductions determined

by the Department with rogard to claims received prior to the Termination

Date.

5
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T C. Ifmore than onc individual is Jisted as borrowers onl & loan, tho

. ¥ ~ n borrowers listed on the loan will be deemed together tobe a single Borrower and

will split equally the compensation amount awarded on that loan.
D.  Before receiving relief from the Remediation Fund, each barrower

thie mortgage loan sﬁall be required to sign the ganeral release in the form set -

-~
av

=d

N ﬁM Delta shall establish a fnd

oY

-

/\\»\ rth in Exhibit A, attached hereto.
P :

(thé u pAmelioration Fund™) copsisting of 525,000 shares of common stock of Delta

P

/ ,‘~\ * . .

{ ,./\?“ : Financial Corporation (the “Stock™) (which, for purposes of this Agreement, shall
\\ﬂ/ be valued at $9.10 per share), by depositing such shares of Stock with a trustee

\\, ' )VJ that is mutually agrce:;ble to both Delta and the Department. No sooner thaun one
| | yest following the Date Delta deposits the Stock with the trustee, the trustec may,
at the direction of the Department, sell the Stock or any portion thereof ip one or
more open market transactions, subject to Rule 144 of the Securitics and
Exchange Act of 193),' as amcnded The proceeds of any such ‘sale shall be used
to fund agﬁvitics including ecopomic cornseling, home ownerghip counscling and
. education programs.
AIV. Delta shall not in the fature agree to pay from the proceeds of & mortgage loan any | d
borrower-paid mortgage hroqu fee an amount not reasopably related to the value w
of goods aﬁd facilities provided an erformed. Sernas

v. . Delta skall not accept spplications for mortgege Jogns from mortgage brokers in

which the broker fee is in excess of an amount reasanably related to the scrvices

provided.
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Delta shall not underwrite 2 mortgage loan without fall consideration of the

ability of the borrower to repay the mongase Jogn. In particular, Delta shall

comply with the compliance undertakings set forth in paragraph XV, hereof.

Delta chall submit to the Deputmdt for its review and approval a new policy and

2 monitoring and compliance system 10 ensure uniform application of

underwriting criteria and appropriste payinmt of mortgage broker fees.

Any new policy and monitoring and compliance system ¢hall include:

A. Devclopment and jmplemontation of policies and guidelines designed to
epsure that the underwriting of mongage {oans is made in compliance with
law. Such guidelines ghallbe incorporated into Dclta’s 1osn policy;

B.  Development of 1; system that accurately records duta related to the
charging of prokers fees and mortgage Joans underwritten by Delta inchuding

with respect to the dollar end peroentsge amount of the proker fee cbarged, the

amount and type of Joan, information ahout the borrower a5 required by the

Home Mortgage Disclosure Act ('mmm, the name of the loan officer and

the mortgage broker, and branch;

C. Development and implexnenmﬁon ofa comprehensive systcm to-permit w

© detailed and ongoing monitaring of mortgage origination, pricing practices,

31 at B Lo gt g . S d ; B
W (gensure that flexible

pricing does pot result in unlawful disparate sreaument or disparete impact;

1
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D.. The designation of managers, including scnioq—lcvel managers, to serve as
compliance officers and to monitor compliance wnh the foregoing complisnce
system; and

E. Development and implementation of a disciplinary policy for employees who

_ violate the undertakings in this Agrecment.

Withip thirty (30) days from the offoctive date of this Agreement, Delta shall

amend its existing Fair Lending Training Program to include the‘?lanents

described in this Paragraph and shal) submit such amended training program

(“Amended Training Program”) to the Department for its review and approvel

within such thirty (30) day period.
A. Such training program shall be amended to include: @WC/
1. A detailed discussion of the purpose of, and the

prohibitionscon’gaincd in, Executive Law §296-a and Article,12-
of the Banking Law; | '
2. | A detailed discussion of liability for violations of
Executive Law §296-a and Article 12-D of the Banking Law;
3. | A cetification form (a8 described in Paragraph 1 6 L)
1(E), belo.w) tobe completed by each officer and employee -
attending the treining program;
4. A schedule pursuant to which the training program
and supplemental training programs will be offered;
Within sixty (60) days following the Department’s completion of

jte review of the Amended Training Program, all Delta officers and

8
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employees with custamer contact cono&ning mortgage Joans or who are
invq\ved in the pricing of mortgage joans or the monitoring of mortgage
pricing shall attend the Amaxded.Tfairﬁng Program; |

C. ~ All new Delta officers and employses with customer contact

_ concerning mortgage Joas ar who are invotved in the pricing of mortgage

Jogns ar the menitoring pf mortéagc pricing shall attend the Amended
Training Program within forty five (45) days of their employment with
Delta, |

D. All Delta officers and employees attending the Amended Training
Program shall exccute 2 certification form stating that the individual has
sttended the Amended Training Program, that the individual understands

Delta’s policies regarding non-discrimination in the origination and W

underwriting of mortgage loans, that the_individual understands Delta’s
disciplinary policies with respect to originating &nd underwriting mortgage‘ ?ﬂ‘jﬁi\/“
Joans and compliance with Executive Law §256-2 and Article 12-D of the % .
Banking Law and that violations of Exccutive Law §296-a snd Article 12- & @O
D of the Banking Law may subject the individual and/or Delta to
sanchions; .

With respect to the new policy and monitoring and compliance system 10 be

submitted 1o the Department pursuant hereto, and the Amended Training Program

1o be submitted to the Department pursuant to paragraph IX, sbove, (collectively

«Compliance Materjals™), the Department shall have sixty (60) days to approve of

disapprove all or part of the Compliance Materials.

9
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A. In the event that the Department determines that any part of the
Cdmpliancc Materials is upacceptable, it shall notify Delta in writing,
specifying the basis for such determination, and Delta shall submit revised
Compliance Materials within fifteen (15) days of its receipt of such
determination; | .

B. In the event the Depmmcﬁt determines that it has no objection to
the proposed Compliance Materials, the Delta’s Boarri of Directors shall
adopt and implement the Compliance Materiels within fifteen (15) days
after receipt of such written determination;

C. If the Depar&nent has not notified Deita in writing of any ob_)cct\on
to the proposed Comphancc Materials within the sixty (60) day period
referred to above, the proposed Compliance Materials shall be deemed to
have been acceptable to the Department at the expiration of such sixty (60)
day period. Within fifteen (15) dayﬁ thereafier, Delta’s Board of Director
shall adopt and implement the Compliance Materials. ‘

Within thirty (30) days from the cffective date of this Agreement, Delta shall

designatc a mmember of senior management, acécptable to the Deparim’ent, to be

responsible for the comphanoc and monitoring of this Agreement.

Dclta ;baﬁ repost its complianca with this Agreement to the Department semi-

¢ term of this Agroeruent. Such compliance reports shall be’

annually during th
submittedA to the Department within forty-five (45) days followixig the end of each

half-year period. Each report shall include:

10
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ArepcnrtonDelta;s e I O ICPTOCTSSIng ena-R ing.g
applications for mortgage Joans that addresees the APREand broker fees of
such loans on the basis of the ragjak-ahd ethnic composition of the arcas in-
which borrowers IS §; results of manitoring and compliance efforts, an

disciplinagf setionS Taken, trainiog, &nt STReY TetevanT Hfonnation.

Corrective‘ actions taken to. comply with each of the paragraphs of

etz Funding Corporation

2 Rector Street 1000 Woodbury Road
New York, NY Woodbury, NY 11797

Bach provision of this Agreement shall mmaﬁ in effect for a
period of throe years following the dato hereof, until stayed, modified,
\xminsted, suspendad or complied within full, to the Department’s
satisfaction, as s:gniﬁod in writing by the Deparunent.

This Agreement, when fuily executcd and performed by Delta to

the reasonablé satisfaction of the Department will resolve all he issues

betweon the parties respecting the subject mattet of the Examination. The
Department has determined that the rclief provided for under the texms of
this decree is full and adequate compensation to the botrowers

contemplated herein.

11
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C. The entry into this Agreement <hall riot be deemed or construed to
be an admission of, or evidence of, any violation of any' statute, law of
regulation or of any Jiability or wrongdoing or of the truth of any of the |
cJaitns or allegations of the Department, and may not be used against Delta
ip any other action or proc;eedxﬁg, The Department acknowledges and
agrees that Delta’s compliance with the terms and conditions of this
Agreemeht constitute a "éompelling business necessity” for purposes of

. any federal or state ]aw pmhxbmng discrimination.

D. The Department acknowledges and agrees thax the relief awarded
to borrowers from the funds set forth in Paragraphs II and I1I hereof shall
‘constitute full and adequate compensation to all borrowers potcnﬁally |
eligible to obtain relief from Delta. The Decpartment also acknowledges
and agrees that Delta’s compliance with the compliance undertakings sct
forth in Paragraph XTIV shall constitute compliance with RESPA, HOEPA,
FHA, ECOA , the New York State Humen Rights Law, Executive Law §
296-2 and Executive law § 63(12) respecmely

E. Notvnthsmndlng any provision in this Agreement to the contrary,
the Department may, in its sole discretion, grant wntten extensxons of time
to Delta to comply with any provision of this Agreement.

F. This Agreement shall be govemned by the laws of the State of New
Ydrk, and during the term hereof, Delta consents to the jurisdiction of the

State and Federal Courts in New York to enforce the provisions hersof.

12
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pursuant to Section 39 of the New York Banking Law.

. ‘-M
G. The Departnent reserves the right to appoint outside auditors %

H. This Agreemeént shall become effective upon the execution by all

TIN

parties.

L The signatoﬁcs of this Agreement &r¢ duly autborized by their
respective parties to enter i;no this Agrecment. |

I This Agreement may be exécuted in multiple countérpans, each of.

- which shall be deemed 2 duplicate original.

K. " The terms of this Agreement shall bind the parties and their
successors and assigns.
L. This Agrecnimt may be amended or modified only pursuant o a

writing executed by all paties hereto.

XV, Compliance Undertakings

. A Definjtions

As used in this Paragraph XIV, the following texms shall have the followmg
meanings: : ‘ '

1. The term “loan” shall mean & treamsaction secured by 2 1-4 family, owner-
occupied property that meets the definition of: (i) “credit” as that term is used and defined
by 15US.C.§ 169]a and regulations promulgated thereunder; (ii) “federally related

mortgage loan” 28 that term is used and defined by 12 USC. § 2602 and regulations
promulgated thereunder; and/or (iii) extension or provision of ucredit’ as that term is used

and defined by New York Executive Law §296-e

2. The term «}JOEPA Loan” shall mean any loan which meets the definition in
15US.C.§ 1602(as) and regulations pmmulgated thereunder.

3. The terms “'close” Of “closing” of “closed” when used in relation to a Joan
shall mean the date on which the loan transaction is “consummated” as defined in 12

CFR. §2262(2)(13).

A3
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G. The Department yescrves the right to appoint outside auditors

pmsuarit 10 Section 39 of the New York Banking Law. . |

H - ' | This Agreement shall become effective upon the execution by all

parties.
L The signatories of this Agreement are duly authorized by their
respective partics to enter into this Agreement. - |

1. This Agreement may be executed in multiple counterparts, each of

which shal] be deemed 2 duplicate original.

K  The terms of this Agreement shall bind the parties and their
successors and assigns.
L. ' This Agrecment may be amended or modiﬁed only pursuant to 8

writing executed by gll parties hereto.

- 7. Compliance Undertakings

As used in this Paragraph XIV, the following terms shall have the following
- pUings:

A o™ shall mean a transaction secured by @ 1-4. family, owner-
occupied property that meets the definition of: (i) “credit” as that term is used and defined
by 15US.C. § 1691a and regulations promulgated thereander; (if) “federally related

» 45 that term is used and defined by 12US.C. § 2602 and regulstions

mortgage loan
omulgated thereunder; and/or (i) extension of provision of “credit’ as that term is used

and defined by New York Executive Law §296-a.

1. The term

“[JOEPA Loan” shall mpein any loan which mects the definitiont in

2. Thetam
15US.C. § 1602(az2) and regulations promulgated thereunder.

3. The terms “close” or “closing” of uelosed” when used in relation io Joan
ummated” as defined in 12

ghall mean the date on which the loan transacticn is “cons
CER.§ 226.2(3)(13).

13
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4. The term “mortgage broker” <hali mean a person defined as suchin 24 CFR.
{ 3500.2. : '

5. The term “par” when used in relation to the intcrest rate on a Joan shall mean
ihe interest rate at which Delta will grant & Joanto 2 given borrower without charging
~*scount points or paying 2 “yield spread premium.” ‘

6. The term “yield spread premium”’ shall mean a fee paid by Deltatoa _
=+ rtgage broker, computed by reference 10 the jnterest rate, incident o & Joan ip which
. jnlerest rate is above par. :

Compliance Measures

During the term of this Agreement, solely with respect to loans originated durng
“\e term of this Agreement (except with respect 10 Subparagraph 12, which shall apply to
~ 77OFEPA Loans), Delta will conduct its lending operations s follows:

Practices Rela ost-Defanlt 1o
11. Delta shall not enter into any HOEPA Loan which provides for an “ipcrease in
- jc interest rate after default” as set forth in 12 CF.R. § 226.32(d)(4) ("Post-Defanlt

“ierest”)-

12. Delta shal] not collect Post-Default Interest on any HOEPA Loan.

Practices Related To HQEPA:

13. Delta shall not engage in 8 pattern or practice of extending HOEPA loaos
yased on the botrower’s collateral if, after considering the borrower’s current and
~xpected income, current obligations, and employment status, the borrowes will be unable
.y make the scheduled paymeats to repay the obligation.

14. Delta shall not extend ey HOEPA Loan that contains 21y of the follawing
characteristics, (hexeinafter, “Repayment Warning Signs”) unless there exists a HOEPA

.

Tustification (defined bf._iow) ot & Special HOEPA Justification (defined below) :

@) The HOEPA Loan repays & previous mortgage loan (whether or not
originated by Delta); the borrower’s total monthly obligations increase by more
than five (5) percent; &nd, an the date the new HOEPA Joan closed, the borrower
was 60 days or more delinquent in payments of principal or interest on the

ious mortgage loan. (For the purposes of this Paragrapb, “60 days or more
delinquent” shall mean an instance in which a borrower is & total of 60 calendar
days or mare late in making any payment of principal or intercst required to date
by that borrower's Joan. For the purposes of this definition, each paymeat made by
{he borrower is assumed t0 be in satisfaction of the oldest outstanding payment.
Thus, for exainple, where 2 porrower is requred to make a $1,000 payment onthe
first day-of €ach month, and makes a $1,000 payment on the first day of the fixst,

14
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months, on the first day of the sixth month, the borrowet, having
missed two payments, will be 60 days or more delinquent.) .

ents on the HOEPA igan

third and fifth

@) After subtracting the borrower's monthly paym:
from the borrower’s total monthly incoms, the borrower is left monpthly residual
income which is less than the residual incore limits set forth in Schedule A,
attached bereto, unless, as 8 result of the HOEPA Loan, the borrower’s total

monthly obligations will decrease.

(iii) The borrower’s monthly paymeat on the HOEPA Loan exceeds 50% of the
borrower's monthly income, unless, as 8 result of the HOEPA Loan, the '

borrower’s total monthly obligations will decrease.

15. A HOEPA Loan which contains one or more of the above Repayment
“yaming Signs will not violate this Agreement if Delta documents in the loan file the
-xistence of one or more of the justifications set forth in Subparagraph , below ,
¢yereinafter “HOEPA Justifications”). A HOPRPA Loan which contains one or mare of the
ent Warning Signs and does not contein a HOEPA Justification

onetheless will pot violate this Agreement if the Department determines that the loan is

ith application law (a “Special HOEPA J ustification™. The Department

‘a compliance WY :
will determine whether 2 Joan is in compliance with applicable law within two days of

- ~eaint of Delta’s request for sucha determination.

16. Whenever Delta makes any HOEPA }oan that does pot contain one
.y mare of the Repayment Warning Signs, Delta shall maintain either electronically or in
:he loan file information regarding: (1) the borrower's monthly debt paymente under the
nrior loan; (ii) the borrower's past payment history; (iii) the porrower’s monthly income;
“nd (iv) the borrower's other outstanding monthly debts ar obligations, if any.

17. Whepevar Delta makes any loan which contains & HOEPA Justification,
ign, HOEPA Justification or

{Jelta shall state in the loan file the Repayment Warning S
Special HOEPA Justification that exists, with documentation sufficient to demonstrate
EPA Justification or Special HOEPA Justification, as applicable.

(he existence of the HO
th respect to HOEPA Justifications, documentation

Such documentation shall include, wi :
st forth in Schedule B or such other documentation as may be necessary to establish the

existence of the HOEPA justification.

15,
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18 [Reserved]
Practices Related To ECOA:

19. Delta shall not extend credit that will have a negative financial impact upon

the borrower which violates the Equal Credit Opportunity Act or Section 296-a of the

New York Executive Law.

20. Delta shall not make any Joan that contains any of the following
characteristics, (hereinafier, “ECOA Characteristic') unless there exists an ECOA
Justification (dcfined below) or a Special ECOA Justification (defined below) :

(i) After subtracting the barrower's menthly paymeats on the Joan in question
from the borrower’s total monthly income, the borrower is left with monthly
residua) incorne which is less than the residual income limits set forth in
Schedule A, attached hereto, upless, as 8 result of the loan, the borrower’s

total moanthly obligations will decrease.

Gi) Theloanin question (“new loan”) repays a previous loan (whether or £
originated by Delta); the borrower'’s monthly payments Decessary to service the
new loan (including both repayment of principal and payment of interest) exceed
the borrower’s “previous monthly payments;” and, the increase in monthly
payments exceeds 2.3 percent of the “new fupds” which the borower obtained
from the new loan. For the purposes of this Agreement, the term “previous
monthly payments” shall include the monthly peyment (as revealed on the
borrower’s credit report or, in the absence of such information, imputed based :...
customary underwriting standards) on all Joans and other debts retired by the ric/
loan. The term “new funds” shall mean the total principal amount of the new lc..3,

" Jess (1) the outstanding principal balance of any mortgage debt, installment del:,
or credit card debt that had recurring monthly payments and was retired by the
new loan and (2) any borrower-paid closing costs disclosed on the HUD-1
Settlement Statement, whether paid directly by the borrower of indirectly out ¢..
the principal of the new loan, incJuding but not limited to borrower-peaid broke:
fees, borrower-paid third-party charges such as title and gppraisal fees and

borrower-paid fees to Delta.)

(i) Thenew Joanrepaysa previous Joan which was also originated by Del. ;

_the previous loan closed within 12 manths of closing the new loan; incident to
closing the new loan, Delta charges the borrower & prepayment penalty as defincd
in 12 C.F.R. § 226.18(k)(1); and (a) the interest rate on the new loan is pot at least
one full percentage point Jower than the interest rate on the previous loan or )
the “new funds” (as defined in Paragreph 20(ii) above) provided by the new loen
are less than 20% of the new loan.

21. A Joan which contains one or mMore of the above ECOA Characteristics wili

not violate this Agreement if Delta documents in the loan file the existence of one of

16
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more of the justifications set forth in Subparseraph ___ below (hereinafter “ECOA

Tustifications™). A Joan which contains ope or more of

the above ECOA Characteristics

and does not contain an ECOA Justification nonetheless will not violate this Agreement
if the Department determincs that the loan is in compliance with applicable Jaw (a
“Special ECOA Justification”). The Department will determine whether a Joan is in

compliance withio two days of receipt of Delta’s request

22

ECOA Characteristics, Delta maintain &1
regarding:

for such a determination.

_ Whenever Delta makes any loan that does jof contain one or more of the

ther electronically or in the loan file information

(i) tho barrower's previous monthly payments under the prior loan; (1) the now

funds obtained by the borrower; (iii) the borrower’s monthly income, and (iv) the
borrower's other outstanding monthly débts or qbligations. if any.

23

_Whenever Delta mekes any mortgage
Special ECOA Justification, Delta shall state in the
ECOA Justification or Special ECOA

containing an ECOA Justification or
Joan file the ECOA Characteristic,
Justification that exists, with documentation

sufficient to demonpstrate the existence of the ECOA Justification or Special ECOA

Justification. Such documentation shall include, wi

th respect to ECOA Justifications,

documentation set forth in Schedule C ar such other documentation as may be necessary
1o establish the existence of the ECOA justification.

24

[rcscrvedj

Practices Related tg RESPA:

25

_Delta will not, in violation of the Real Bstate Settlement Procedures Act

(“RESPA"), give any yield spread premium to any mortgage broker pursuant to any

agreement or

understanding, oral or otberwise, that business incident to or a part of a Te:

estate settlement service involving a loan shall be referred to Delta.

26. Delta will be deemed to be in compliance with Paragraph 25 above with

respect to

Contentions”) aré true over agy six month period i
aggregate, total mortgage broker compensation on
Delte. paid yield spread premiums was not more than 5%
broker compensation on simi
not pay yield spread premiums; or (ii) in aggregate, up

& Joan when either of the following two contentions (bereinafter the “RESPA
1 which such Joan was closed: (i) in

loans ariginated by Delta in which
higher than total mortgage

larly situsted loans ori ginated by Delta in which Delta did
_front broker fees charged to the

bornower &re 5% lower on lpans originated by Delta in which Delta paid yield spread

than on similarly situated Joans originated by Delta in which Delta did pot p:. /

premiums :
yield spread premiums.
C. Income_Vcriﬁcgtion Procedures _3.,5,%’5
27, Deha will continue verifying the stability and adequacy of borrowegs’ B
income ; ¢ following income verification practices e {v{
applicable; ' .
(),le

17
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o Genbeephe® iy sl

of Employment Form: Filled out by ,
—— and/or the most recent 2 year's W2's,
it paystubs are requircments for all salaried

Nireot Telephdne Verification of Employment: Perforroed by an
ungefwtiter. Thesgrrower's employer is contacted and their salary,

dength and nature of & oloyment is confirmed.

. Yer icas: Subscribe to one or more of the

various sutomated services that provide employment data on qUMOXOUs
companics in various regions throughout the country, such as “The
Work # for Everyane™ and/or “The VIE Mortgage Report™.

- This form, in conjunction with 2 reporting services
(National Tax Verification and Rapid Reporting) enable Delta to
confirm the validity of tax returns : ,

. Coun ' _ s: Frequently checked to verify employer tax ID
4's fopfetemployed borrowers.

phone Djsc A software program utilized as a form of “directory
assistapcl’, used to locate and confirm names, addresscs and phone

: » NYC DHCR: Used to
rental income for apartment buildings

r—Rental Configmation: (i) All leases subjmitted as evidence of rental
income arc examined against the borrower’s signature on the closing
documents to ensure they are genuine. (ii) In the event that a borrower
ts with their tenant(s), but ratler

does not have a formal lease agreemen

‘heve tenants-at-will or month-to-month tenants, the borrower is

. required to sign a «renta] affidavit”, attesting to the amount of rental
income they eam. (iii) All rental income is accepted at 2 25%

discount of the gross amaunt claimed.

. e From “Side Jobg”": Borrowers whose income is derived from
«g]] cash” exployment, or where 2 portion of their income (such as

tips) is paid in “cash only”, can have their income qualified through
the use of a “job letter.”” This letter is to be signed by their employer,
and spell out the length of time employed, the nature of the work and
their rate of pay. In addition, this Jetter must also be countersigned by

18
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the borrower at the Joan
poting their acknow)edgement with the Jetter and its contents.

D. Miscellansous
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closing, effectively " attesting to and

$4. Notwithstanding anything to the contrary contained hercin, Delta may revise

the undertakings contained in this Paragraph XIV to conform to gencrally accepted

underwriting standards. For purposes of this Paragraph, use of a procedure authorized o

qnnovedhytheFedamJHhuﬁngﬁhhnhﬁﬂnNRny

the Department of Veterans Affairs,

Fannie Mae or Freddie Mac shall be deemed generally accepted underwriting standards..

55, Tho Department and Delts ghall meet periodically, and in no event less
frequently than every six months, to determine whether additional HOEPA Justifications
and/or ECOA Justifications should be added to this Agreement.

56. Except as otherwise expressly stated herein, far purposes of this Agreemernt, '

Delta may rely on representations of fact made to it by borrowers.

E. Residual Income Requirements

Loans amounts of $69,999 end below:

Family members Residual Income

1 $410
2 $687
3 $828
4 $933
5 $968
Loans of $70,000 and sbove:
Family members Residual Income
1 $473
2 $793
3 $955
4 $1,077
5 $1,115

19




F HOEPA hustifications & Supporting Documentation

(AA) Montbly obligation Increase on delinquent logns.

1. (a) Factor: Borrower bas suffered a temporary reduction of income within the

preceding 24 montbs.
(b) Documentation: Income and employment docurpentation and/or letters of

explanation.

2. (2) Factor: Borrower had temporary Joss of employment or employment income

within preceding 24 months. .
(b) Documentation: Income and employment documentation and/or letters of

explanation.
3. (a) Factor: Borrower changes from self employed to salaried employment with «

third party employer. 4
(b) Documentation: Income and employment documentation and/ar letters of

‘ éxplanation.
4. (a) Factor: Borrower had medical or health problems resulting in increased

expenses within the preceding 24 months.
®) Documentation: Letter of explenation from borrower or medical providar.

5. (a) Factor: Documented financial emergency requiring significant commitrmess oF

funds. ,
(b) Documentation: Letter of explenation.

6. (a) Factor: Divorce judgment, separation agreement or similar division of
financial responsibilities entered or agreed to within preceding 24 months.
(b) Docurnentation: Copies of Agreement/agreement and/or letter of explaazti. @ -

7. (=) Factor: Deed transfer that adds new borrower who will occupy the propelTy L

is related to the original borrower.
(b* Documentation: Letter of explanation and/or copy of pew deed.

8. (a) Factor: Total debt-to-income ratio or 41% or less.
(b) Documentation: Standard income and debt documentation.

9. (a) Factor: Mortgage proceeds to be used for home repair or maintcnance.
(b) Documentation: Letter of explanation and/or contractor agreements.

10.  (a) Factor: Morigage proceeds to be uscd to add, repair, or renovate au income

producing unit.
(b) Documentation: Letter of explanation and/or contractor agreements.

70
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11.  (a) Factor: Morigage proceeds to be used to purchase, repair of renovate income-

producing property. : ‘
() Documentetion: Letter of explanation and/or pwehase agreements

12.  (a) Factor: Mortgage loan includes new cosigner or other obligor who will

occupy the property or is related to the original borrower.
(b) Documentation: Letter of explanation and/or apphcatiop and/or new note.

13.  (a) Factor: Mortgage proceeds used to prevent foreclosure.
® Documentation: Letter of explanation.

14.  (a) Factor: Mortgage proccods used of pay off back taxes.
(b) Documentation: Title report; tax-search and/or tax bills.

15.  (a) Factor: Mortgage proceeds used to pay off balloon mortgege.
() Documentation: Copy of note and/or verification of mortgage.

(BB). Residual income

1. (a) Factor: Reduction in monthly obligstions. ,
(b) Documentation: Income and employment documentation and/or letters of

explanstion.

2. (a) Factor: Total debt-to-income ratio of 41% or less.
' (b) Documentation: Standard income and debt documentation.

3. (a)Factor: Mortgage proceeds to be used to 2dd, repair, or renovate an income '
producing unit provided the borrower has.residval income of at least 90% of that set fo.i

in this Agreement. _
(b) Documentstion: Letier of explanaticn and/or centractar agreements.

4. (a) Factor: Mortgage proceeds to be used to purchase, repair or reéovale 11c0T: . -
producing propetty has residual income of at least 90% of that set forth in this

Agrecment. : _
(b) Documentation: Lettex of explanation and/or purchase agreements

5. (2) Factor: Mortgage proceeds used for business or investment purposeé has
residual income of at least 90% of that set forth in this Agreement.
(b) Documentation: Letter of explanation. .

6.  (a)Factor: Martgage proceeds (0 bé used for hame repair or maintenance bas
residual income of at least 90% of that set forth in this Agreament.
(b) Documentation: Letter of. explenation and/or contractor agrecments.

7. (a) Factor: Mortgage proceeds to be used for education of borrower or peorsoi
asgociated with borrower has residual income of at least 90% of that set forth in this
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Apgreement.
(b) Documentation: Letler of explenation.

8. (a) Factor: Mortgage procecds used to prevent foreclosure.
(b) Documeantation: Letter of explanstion.

9. (a) Factor: Martgage pays off balloon construction Joan.
®) D_ocummtadon: Note for construction loan.

10. (&) Factor: Mortgage proceéds used of pzy off back taxes.
(b) Documentation: Title report; tax search and/or tax bills.

11.  (2) Factor: Mortgage proweds used to pay off balloon mortgage.
(b) Documentation: Copy of note and/or verificstion of mortgage.

(CC) DTI greater than 50%

1. (2) Factor: Reduction in monthly obligations.

" (b) Documentation: Income and employment documentation and/or lettets of
explanation.
2. () Factor: Ability to manage credit obligations as evidenced by no mare than ot

having been more than 30 days delinquent on a prior mortgage within the preceding 12
months with Jess than 20% increase in montbly obligations.
(b) Documentation: Credit report and/or verification of morigage.

3. (a) Factor: Mortgage proceeds to be used to add, repair, or renovate an inoomc.»

producing unit provided the DTI ratio does not exceed 55%.
(b) Documentation: Letter of explanatior; and/or contractor agrecments.

4. (a) Factor: Mortgage proceeds to be used to purchase, repair or renovate incor.:-

producing property provided the DTI rutio does not exceed 55%.
(b) Documentation: Letter of explanation and/or purchase agrecments

5. (a) Factor: Mortgage proceeds used for business or investment purposes provic ...

the DT ratio does not exceed 55%.
(b) Documentation: Letter of explanation.

6. (») Factor: Mortgage proceeds to be used for home repair or maintenance

provided the DT ratio does not exceed 55%.
(b) Documentation: Letter of explanation and/or centractor agrcements.

7. (8) Factor: Mortgage proceeds to be used for education of borrower or person
associated with the borrower provided the DTI ratio does not exceed 55%.
(b) Documentation: Letter of explanation.

2



8.  (a)Factor: Mortgage proceeds used to prevent foreclosure.
(b) Documentation: Letter of explanation.

9. (2) Factor: Mortgage pays off balloon copstruction loan.
(b) Documentation: Note for construction loan.

10.  (a) Factor: Mortgage proceeds used of pay off back real estate taxes.
(b) Documentation: Title report; tax search and/or tax bills.

11.  (a) Factor: Mortgage proceeds used to pay off b.alloon morigage.
(b) Documentation:. Copy of note and/or verification of mortgage.

0

G. [ECOA Justifications & Supporting ﬁocnmentation

(AA) Residual income

1. (w) Factor: Reduction in monthly obliéations. '
(b) Documientation: Income and employment dJocumentation and/or letters of

explanation.

2. (a) Factor: Total Jebt-to-income ratio of 41%or less.
(b) Documentation: Standard income and debt documentation.

3. (@) Fector: Martgage proceeds to be used to add, repair, or renovate an incoms
producing unit provided the borrower has residual income of at least 90% of that sot fo.

in this Agreemeant. .
(b) Documentstion: Letter of explanation and/or contractor agrecments.

purchase, repair or renovate ine::.- -

4 (a) Factor: Martgage proceeds to be used to
of that set forth in this

producing property has residual income of at least 90%

Agreement. .
(b) Documentation: Letter of explanation and/or purchase agreements

5. (a) Factor: Mortgage procwhs used for business or investment purposes hias
residual income of at least 90% of that set forth in this Agreement.
(b) Documentation: Letter of explanation.

6. (a) Factor: Mortgage proceeds to be used for hone repair or maintenance lizs
residual income of at least 90% of that set forth in this Agreement. »
(b) Documentation: Letter of explanation and/or contractor agreements.

(a) Factor: Mortgage proceeds to be used for education of borrower or persor:

7.
of that set forth in thas

associated with borrower has residual income of at least 90%

Agreement. , .
(b) Documentation: Letter of explanation.
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(BB)
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(a) Factor: Mortgage proceeds used to prevent forcclosure.
(b) Documentation: Letter of explanation.

() Factor: Mortgage pays off balloon construction Joan.
(b) Documentation: Note for construction loan.

(a) Factor: Mortgage proceeds used of pay ofl back taxes.

(b) Documentation: Title report; tax search and/or tax bills.

(a) Factor: Mortgage proceeds used to pay off balloon mortgage.
(b) Documentation: Copy of note and/or verification of mortgage.

Mohthly obligations fncrease by more than 2.5% of new funds.

() Factor: New mortgage shortens term of old mortgage.
(b) Documentation: Copy of note and/ar verification of mortgage.

(a) Factor: New mortgage is fixed rate and old mortgage is adjustable.
(b) Documentation: Copy.of note and/or verification of mortgage. -

(3) Factor: Mortgage procends to bo used for. home repair or maintenance.
(b) Documentation: Letter of explanation and/ar contractor agreements.

(a) Factor: Maﬂéage proceeds used to prevent foreclosuro.
(b) Documentation: Letter of cxplanation.

(2) Factor: Mortgagé pays off construction loan.
(b) Documentation: Note for canstruction loan.

(a) Factar: Mortgage proceeds used of pay off back real estate taxes.
(b) Documentation: Title repor; tax search and/or tax bills.

(a) Factor: Mortgage proceeds used to pay off balloon mortgage.
(b) Documeatation: Copy of note and/or verification of mortgage.

Prcpayment pcnalty'

(8) Factor: New mortgage shortens term of old mortgage.
(b) Documentation:

(a} Factor: Mortgage proceeds used to pay off adjustable rate mortgage.
(b) Documentation: Copy of note and/or verification of mortgage.
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IN WITNESS WHEREOF, the parties have caused this Agreement to be executed

as of this ___ day of , 1999.

THE NEW YORK STATE
BANKING DEPAR'IMEN’I‘

By &)
f \ " : 1\9/7%#]5707106

BAKS

DELTA FUNDING CORPORATION
Mortgage Banker Licensed pursusnt

to Articlg 12-D of the Banking Law
By: &/ \Obz b QQD}‘Q
Name -
Tide lecf}ﬂ k ¢ L-Ock—\\o/"-
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EXHIBIT A |
Notification Letter )

Dear

You recently borrowed money from Delta Funding Corporation (“Delta”). We
write to notify you that Delta has entered into a settlement agreement with the New York
State Banking Department (the “Department”) to resolve certain lending claims that were
raised by the Department following its examination of our instjtution. The Department
has alleged that the policies and practices of Delta has resuited in violations of HOEPA
RESPA and/or Section 296-a of the Exccutive Law. We have denied those allegations
and continue to assert that we have never violated such laws.

Nevertheless, we have agreed with the Department voluntarily to resolve this
controversy, in part, through reducing the loan payments of those persons allegedly
injured by these practices. A copy of the agreement that we have reached with the
Department is enclosed with this letter. _ .

You maybo entitled toa payment reduction on your loan with Delta.

{1 n a, ot REUN

=t ange fo agrecIne e3 L. elta. ox ;o
tity affilisted wi wn. The release only waives your right to make ..

claim against or sue Delta for any alleged violation of law regarding the mortgage loar:

you received from Delta during the period October 1, 1995 through August 19, 1999.

You must sign this release in the presence of & notary public and return the signed rele:.

to:

[Eater Delta address to which release should be sent]

t A er receipt of this Jetter. Delta will implement the monthly:
. payment reduction within 45 days after we receive the executed release.

If you have any questions, please feel free to call [nae of Delta represents.ti=. .:

A stamped envelope is enclosed for your convenience in returning the sigred ¢...0
notarized General Release.

26
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Name
Title
The Delta Funding Corporation

27
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EXHIBIT B
GENERAL RELEASE
STATEOF______ )
COUNTY ok 3 "
WHEREAS, I/we, and , understand that the New York Stsic

Banking Department (the “Department”) has conducted an examination of Delta Fundiug
Corporation (“Delta") and has alleged that Delta violated the provisions of the federal
Home Ownership and Equity Protection Act, the federal Real Estate Settlement
Procedures Act of 1974, the federal Equal Credit Opportunity Act and/or Section 296 .7
the New York Executive Law;
WHEREAS, I/we understand that Delta denies that it violateé any laws;
WHEREAS, J/we obtaine& a home mortgage Joan with Delta during the period

, 1996 through : 1998;
WHEREAS, I/we understand that in arder to avoid protracted and costly

litigation, Delta and the Dcpartment resolved the matter by entering into 2 Remediatic::
Agreement and that Iiwe will be V.ert.ﬁt!cd to monﬂxiy mortgage payment reductions ﬁr :
the Remediation Fund established by Delta'pmmant to the Remediation Agreement
prévidéd that I/we execute the'General Release described below;

THEREFORE, I/we agree to the following:

In consideration of a manthly mortgage payment reduction of §____- to L3

paid o me/us out of the Remediation Fund established pursuant to the Remediation

hereby agree, effective upon receipt of payms:..,

Agreement, I/we and

1o release and forever discharge Delta and its current, former and future officers,

28
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dircctors, cmployees, agents, parent companies, affiliates, and successors-in-interest froui

all legal and equitable claims or causes of action that have been or might have been
asserted by me/us or the Dcparlmmt, as of the date of cxecuﬁon of this Gcneral Relcase,

that arise out of any alleged vxolanon by Delta of the fcdeml Home Ownership and

Equity Protection Act, the federal Real Estate Settlement Procedures Act of 1974, the
federal Equél Credit Opportunity Act and/or Section 296-a of the New York Bxecuiive

Lawin conmection with my/our mortgage loan.

T/we understand that the peyment to be made to mefus does not constitute an

admission by Delta of the validity of any claims by me/us or by the Department on our

behalf.
I/we understand that, by accepting payment from the Remedlahon Fund, llwy

am/are waving my/our right to pursue my/our own legal action for damages and any oi. .

relief to which I/we may be entitled.
This General Release constitutes the entire agreement between Delta and mie/u:

without exception or exclusion.

This General Release may not be amended or modificd by oral agreement.

I/we have read this General Rclcase and understand the contents hereof, ani /.. -

execute this General Releasc of my/our own free act(s) end deed(s).

Signed this ___,dayof ____ , 1999, at

Social Security Number

Other ldentification

29
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SWORN TO AND SUBSCRIBED
Beforemethis
day of , 1999,

Notary Public
(SEAL)

Social Security Number

Other Identification

SWORN TO AND SUBSCRIBED
Beforemethis
day of , 1999.

Notary Public
(SEAL)




