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A $25 billion nationwide settlement with five major financial institutions accused of 
wrongfully foreclosing on borrowers will bring nearly $1 billion to Maryland homeown-
ers affected by the banks' activities. 

The finalization of the settlement was announced by Maryland Attorney General Doug 
Gansler, who met with The Frederick News-Post's editorial board Tuesday. 

The official announcement is expected today, Gansler said. 

"The bad news is that we had a disproportionate amount of foreclosures in Maryland," 
Gansler said. "The good news is therefore we will get more of the money back to Mary-
land." 

Gansler said about 4.5 percent -- about $43 million -- of Maryland's $959 million will go 
to Frederick County residents affected by the mortgage crisis. 

As of Wednesday evening, attorneys general from 48 states had joined the settlement 
with Bank of America, JPMorgan Chase, Citigroup, Wells Fargo and Ally Financial, 
Gansler said. 

The major practice at issue in the settlement was robo-signing, in which bank employ-
ees approved legal documents without proper review, often falsifying signatures in the 
process. 

Investigations into robo-signing led to the discovery of other questionable practices, 
Gansler said. 

"It was almost in some sense a windfall that we were able to use the robo-signing to do 
a deeper investigation into the practices of the banks, which led to the foreclosures, 
which led to the economic downturn," he said. 

A Citigroup representative would not comment on the settlement, and the other four 
banks could not be reached for comment Wednesday. 



The settlement includes new regulations on the servicing of loans, Gansler said. 

Several states, including California, New York and Nevada, long balked at joining the 
settlement, expressing concerns that the deal doesn't go far enough. Maryland consid-
ered holding out and pursuing legal action separately, but the state joined Monday, 
Gansler said. President Barack Obama has been urging all the states' attorneys gen-
eral to sign on. 

Gansler said a "most favored nation" clause was added to the deal, meaning more 
money will come to participating states if another state gets a better deal by going it 
alone. 

Gansler said the money will be divided into four pools. 

About $62.5 million will be set aside for housing-related projects, which Gansler said 
will include hiring mortgage counselors and legal assistance for homeowners. States 
can consider up to 10 percent in this pool as civil penalties and place the money into 
the general fund. 

Maryland will put the entire 10 percent in the general fund, Gansler said. 

An additional $64 million will be set aside for assisting homeowners who make their 
mortgage payments but whose homes are worth considerably less than what they are 
paying for them. The banks are to work with those homeowners to reduce interest pay-
ments, Gansler said. 

About $25 million will be distributed in the form of one-time payments of between 
$1,800 and $2,000 to people who have already lost their homes to foreclosure. Gan-
sler said it is nearly impossible to determine which foreclosures were direct results of 
robo-signing, so all will be included. The banks agreed because they were eager to re-
solve the issue, he said. 

The lion's share of the settlement money, more than $808 million, will go to assist 
homeowners in danger of foreclosure, Gansler said. He said 60 percent of that money 
must be used for principal reduction, bringing the amount owed to within 120 percent 
of the actual value of the home. 

"All the studies show that if it's at least doable, (homeowners) will try and get there," 
Gansler said. 

Gansler called the deal a "win-win" for homeowners and the banks, who he said were 
happy with the amount of "soft money" in the settlement, distributed in the form of ne-
gotiating new terms with borrowers rather than direct payments. 

Gansler also said the settlement leaves open the possibility of going after the banks for 
other practices, including the packaging and selling of toxic mortgages, which he said 



is the focus of legal action already in the works. 

People can sue banks individually if they can show fraudulent bank practices cost 
them their homes. 

"We think it's a pretty good deal," Gansler said. "It's a good first step, and we can do 
more." 

— 


