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2 . G for the Chakrman of the Board & CEO

44 F P

Background

» Throughout 2006, Angelo Mozilo, Countrywide Financial Corporation’s (Countrywide’s)
Chairman and CEO, began a transition to a non-Executive Chainnan role; the Company’s
President and COO (Stanford Kurland) was expected to assume the role of CEO .

% During the summer, Mr. Kurland's employmerit with Countrywide was terminated and Mr.
Mozilo was asled to remain in his role as Chaiman and CEO for ancther three years

& This continutly in leadership is especially cnhcal as the COmpany‘s primary mortgage
business changes and evolves rapidly
= To ensure Mr. Mozilo’s ongoing role, the Compensation Committee of the Board of Directors
engaged a third-party compensation consultant (ExeQuity) to assist in the design of a new
employment contraclt that will have a duration of three years, with an oplien for a fourth year
u On September 4, 2006 the Compensation Commiltee proposéd an employment contract
with compensation terms that represented a significant reduction from the CEO’s cumrent
package, including decreases in base salary, anmual bonus and equity compensation

B Additionally, the progosal was based on a peer group of companles that was substantively
different than the group traditionally used by Countrywide

= The original proposal, and a subsequent modification not deemed to be acceptable by Mr.
Mozilo. As a result, Towers Perrin was engaged by Countrywide to assist in reviewing the
revised proposal and, as relevant, suggesting alternative approaches for the various pay
elements

{Autodate]
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Countrywide Financlal: Compeirtve Ct Tor e C o the Board & CED

Background (cont’d)

= We believe a number of historical and current factors must be considered
= Despite éxceptional financiat performance in recent years, Mr. Mozilo's compensation
package has been under scrutiny from the media both for its overall value and design
B Sensitive to the focus on his eotmensahon arrangement, the CEO has expressed a
willingness to make modifications going forward, including reductions in pay
= In parallel, Mr. Mozilo wants to ensure that any new compensation arrangement is consistent
with the Company’s compensation philosophy of providing pay levels commensurate
sustained exceptional performance
® Addilonally, a number of gulding principles must inform the overall review and
recommendations for the CEO's revised pay package. The program should be:
% Consistent with market competitive compensation practices
= Sensitive to shareholder scrutiny of the overall value of the compensation arrangement
® Aligned with shareholder interests
8 Provide a strong pay-for-performance emphasis consistent with the Company’s articulated
compensation philesophy ~ pay tises to top quartile market levels only upon exceptional -
company performance (both absolute and refative)
= This repoit summarizes our review, observations and potential recommendaﬁons, including:
B Benchmark peer organizations based on industry, size, and financial performance
# Competitive market compensation levels
B Preliminary afternatives for the structure and form of compensation to be included in Mr.
Mozilo’s new employment agreement

JAutodate]
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Countrywide f Competave C for the Chakman of the Board & CEO

Executive Summary

= Our recominended program is designed to balance sharcholder interests, market
competitiveness, and the Company’s incentive and retention objectives

= Based on otr review of the ExeQuity proposal, mariet research and experience \mth simifar
sHuations, we recommend the following changes:

Peer Greup

Sign-on Equ
Grant

{Autodate]
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Counbywide Financlal; Compe¥tive C for the Cy of the Board & CEO

Ekecutive. Summary {cont’d)

Tetal Dirsct
Ccmpaensation

1Total Direct Comp = Base salary + expected value of equity compensation
2 Annualized over three years :

{Autodate)
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CoanBywide Financlal: Competittve Cc for the Civaknan of the Board & CEO

Overview of ExeQuity Proposal

® The table below summarizes the CEO's total direct compensation? for the most recently-
completed fiscal year (2005) and the current proposat from ExeQuity

= Under the ExeQuity proposal, pay levels would be reduced across all compensation elements,
with structural changes to the annual bonus and equity programs (as described below)

ExeQuity Proposal ;

Countrywide l
2305 {mi  Prepesal

stock, @ long-term )
2 Based on Téwers Perin'a stock opt o gy (ests value of 2005 options $14,093,200}

[Autodate]
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Countrywide Financial: Compeltive C 2 K the Ch o the Board & CEOQ

Peer Group Considerations —
Review of Peer Group

= Consistent with any execulive compensation assessment, review and consideration for the
CEOQ's prospective employment agreement shoutd be based on cornparator group levels and
practices
® It is our understanding that the historical peer group used for Countrywide's executive
campensation assessment and decisions (for all executives, not just the CEO) has inciuded a
range of diversified financial services organizations '
# n addition to morigage and retall banks, Counirywide has also looked to pay levels and
practices among investment banks and others involved in similar capital market transactions
@ The Company has traditionally considered these organizations among it competitors for
executive talent
= Similarly, Towers Perrin considers a number of factors when determining appropriate
compensation peers
Company
Performance

Market for Tatent

Size

Business/Preduct
plx

[Autodate]
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for the Chatman of the Board & CEO

Peer Group Considerations —
Review of Peer Group {cont’d)

Company Performance

= Countrywide’s historical performance has far exceeded the peer group used by ExeQuity in
developing its compensation proposal, as well as the broader S&P Financial Services Index

2 As the graph below shows, Countrywide's performance has been within — or at the top of -
the fourth quartile of performance among those compams identified by ExeQuity during the:
previous three and five year periads

Countrywide Performance vs. Comparators — %ile Rank
Riysw m3¥rAg nSYrAy
3%

6%

EPS Growth

] I
. Peer Group Used by ExeQuity - S8 Financial Index!
1 Beiudes REMTs
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C F Competfve (X for the Ch o the Board & CEO

Peer Group Considerations —
Review of Peer Group (cont’d)

Market for Talent
= Given Countrywide's overall growth, exceptional historical performance, and its business
diversity, it competes for executive talent with a relatively broad range of organizations
2 In addition o other morigage and retail companies, Countrywide competes with a broader
range of financial services organizations .
® Specifically, this range of companies can include investment banks or other diversified
financial services companies ’

= Based on these faclors, we recommend the peer group changes below
B These changes will orient the peer group used to establish the CEO’s new pay package to
Countrywide's performance and talent profile

¥ Detailed scope and performance summaries for each company can be famd hml

{Autodate]
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Countrywide Rinancidl: Compedtve Cc

Peer Group Considerations —
Review of Peer Group (cont’d)
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Peer Group Considerations —
Target Total Direct Compensation Positioning

= [t is our understanding that the recent total direct compensation proposal was designed to
position annual compensation befween the 50" and 75 percentiles of the peer group

n lnﬂghtofCowﬂrywldesh!stomlpelformance,webeleveﬂusamnlpayposiﬁonmis \
appropriate, but we recommend targeting the peer group's 65" percentile .
& This positioning, with the opportunity to reach the 90% percentie upon exceptional
performance, supports the Company’s philosophy ~ as articulated in the most recent proxy
“... 1t is important to retain the best possible executives in the diversified financial services
ndusby mmwmmhmwmmm—
assuming strong performance—at the highest quartiie...”
CEO Total Direct Compensation .
ExeQuity Peer Group 1in Peer Group

1 Based on Towess Perrin's stock Nogy ( e of 2005 options $14,093,200)
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Countrywide ! Competifve G for the CJ af the Boand & CEO
Review of Proposed Compensation Structure —
Summary . .

u The following pages provide detailed information about Towers Perin's review and
* recommended changes to the recently proposed compensation structure

® The table on the next page provides a summary of Towers Perrin’s prefiminary revisions
= Conceptually, our recommendation includes:

Base Salary

Annual Benus

Annual Equity Awa

One-Time Equity Award

- -. JAutodate}
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Countrywide f C [ for the Chakmnan of the Board & CEO

Review of Proposed Compensation Structure —
. Summary

Comparison of ExeQuity’s CEO Compensation Proposal & Towers Perrin's Recommendations

) Countrywide
tion Eiement 2Cc5

1 ki page 23

2 plan based. “Target” awardrepresents payment 2t apprexdmately peer group 507 %ile ROE performance }
‘hndln'l:u-sw‘m phii i of 2005 oplions $14,003,200) i
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A

Review of Proposed Compensation Structure —
A. Base Salary -

Countnnvide Current Towers Perrin

Propesa

T

& Towers Pemrin reconinends decreasing the CEO's base salary, but by a smailer magnitude than
the ExeQuily proposal
W Since 2001, among Fortune 500 CEOs only 30 companies reduced base salaries ~ all refated to
B 18! (60%) of thesa cases are linked to broad-based cost reduction programs —decreases of
15% to 20%%) )
B 12(40%) of these cases are related to poor financial performance (e.g., bankrupicy),

impacting ether the company specifically or the overall industry (i.e., automobile
manufacturers, airlines, elc.) - decreases of 10% - 15%

B Details of example GEO salary reductions are provided in Appendix Ifl
® Towers Pemin's suggestion is beyond observable reductions, even in these exceptlional cases

B A 30% reduction (or $1,000,000) will send a strong message to shareholders regarding the
Company’s intentions with the new employment agreement (greater than precedents)

t {Orach ‘Goer L ' mhlmum‘
0 5 3

[Autodate]
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C Fnancial: Competave Co Jorthe o the Board & CEO

Review of Proposed Compensation Structure —
B. Annual Bonus :

: TR :
= The annual incentive plan represents a primary opportunity to introduce near-term leverage into
the CEO’s total compensation package
u While the annual incentive plan for Gountrywide's CEQ is currently formula-based, it:
= Reflects only eamings (EPS) performance, without any sensitivity to overali retums
u Delivers almost $20 million for EPS performance that is flat with the preceding years
= Does not cap payments at some maximum level (creating an open-ended cash lability)
= The current proposal eliminates the formulaic approach, and instead, establishes “target” and
“maximum” bonus levels based on associated performance
2 The plan design requires the Compensation Commitiee to annually establish threshold,
target and maximum performance levels associated with threshold, farget and maximum
bonus award opportunities

mended annal incentive plan

based. "Target®

{Autodate]
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Countrywide Financial; Compobiive & for bhe Chaimen of the Board & CEO

Review of Proposed Gompensation Structure —
B. Annual Bonus (cont’d)

= To avold challenges associated with determining annual performance objectives for the plan
and to faciitate the CEO's fine-of-sight on results and perceived faimess, we recommend that
Countrywide maintain a formula-based annual bonus approach

= Specifically, we recommend that:
B The plan is based on a percent of net income? to be paid to the CEO based on ROE
8 The net income “share rate” will vary with actual ROE performance (higher ROE yields a
higher “share rate” to determine the CEO’s annual bonus)
-~ ROE incorporates both eamings and retum conskierations into the incentive program
# No bonus is paid if an ROE threshold of 10% is not eamed -

= "Target” annual incentive payouts ($5 miliion) would be paid at 15% ROE, below Countrywide’s
historical performance but approximating the peer group’s histerical and prospective 50%
percentile? (based on analysts expectatiohs)
» Annual payouts would be capped at $15 million ~ achieved at approximately 24% ROE
{historical and prospective 90® percentite ROE performance among the peers)
= Among Fortune 500 companies, eleven (in their most recent proxies) disclosed unique anmual
incentive plan design specific to their CEO
& Under these incentive plans, award levels are generally defined as a percent of profits (i.e.,
eamings, pre-fax income, etc.)
u -Appendix IV includes a list of companies that use a formulaic plan design

should account for o

TMay b - * for taxes and ¥ th
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Ty

Review of Proposed Compensation Structure —
B. Annual Bonus (cont’d)

Annual Incentive Payout Range Annualincentive Payout ($M) at Different Annizal ROE Results?
$0 - $15,000,000 (maximum) 0.20% Shara Rete

-
8

Armnus h\wu.lw Payout ($8)
EEFEREEE

lltustrative Example?

.Y Vowars
2 ummmomuﬂq.muou«summmm

{Autodate]

Confidential Proprietary Information CFC-HC-A-0000866



Presentation Title 18
Countrywide f : Competitve X for the Chakman of the Board 8 CEO

Review of Proposed Compénsation Structure —
B. Annual Bonus (cont’d)

® We also suggest that any annual incentive payouts eamed over $10 milion are paid as non-
forfeitable RSUs, payable in shares post-retirement
= Payment in stock for some portion of the upside potential limits Countrywide’s cash abiity
‘associated with the CEO's bonus payment
# Competitive bonuses at the 90™ percentile? are approximately $11 million; a $10 million cash
limit mirrors opportunity at the top of the market among the (revised) peer group while
maintaining significant leverage in the new program

Annual incent

Rlustrative Example
Annual Incentive Award = $12,500,000

Cash Payout = $10,000,000
RSU Award = $2,500,000 + Closing stock price on award grant date

X = $2,500,000 +$35.00°
- = 71,420 RSUs
1 Competitive tic d in
1mmummeplmamuwm\lsmmualdumm hashgbywbtau. For the proposad desipn to comply. with the
Countrywkie will need to amend the annual incentive

pkan and quality for
ﬂmbmmﬁﬂommm $8M to $10M (or begin using RSUs ﬂsamlhnpaym)
3 {Rustrative stock price

[Autodate]
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Country F Competitive ( Amangement kx the Chatman o the Board & CEO

Review of Proposed Compensation Structure —
C. Long-Term Incentives ’

Countrywide Cutrant
Equity Avard {2005} Ex2Quity Pr.

= The current proposal makes two changes to the CEO's equily compensation program
r Eliminates SARs and associated emphasis on prospective stock price appreciation
= Establishes a range of payout and associated performance (similar to the proposal’s annual
bonus design) .

‘m Additionally, the recent proposal suggests that performance used to determine the final payout H
from the program should be based on three years of performance :
= ltis our understanding that the intended timeframe for the revised CEO employment

agreement is three years

i
i
{
i

t Towers Penii's stock op oy

[Autodate]
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[ Compelfgve Comp for the CJ of the Board & CEO

Review of Proposed Compensation Structure —
C. Long-Term Incentives (cont’d)

m Towers Perrin believes the CEO’s overall pay package should maintain some emphasis on
prospective stock price performance — supported by SARs (or, as appropriate, stock options)
= However, we also believe that the program should provide some income certainty and ongoing
engagement in times of volatile stock price and generally uncertain market conditions —
supported by RSUs )
# Given the employment agreement’s intended timeframe, any performance measurement
used to determine the RSU should measure annual performance (not a multi-year period)

Performance
Contingencizs

[Autodate]
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Country F : Competitve C for the Chatman of the Board 8 CEO

Review of Proposed Compensation Structure —
D. Sign-On Equity Award

u |n recognition of Countrywide’s outstanding performance dusing the CEO's extended tenure, we
recommend a one-time RSU award with a grant date valitie of $15,000,000 (awarded at time the
new conltract is executed)

# The award s aiso intended to recognize the unique circumstances under which the CEO is
being asked to continue in his role, rather than proceed with his transition to Chairman

u A number of Foitune 500 organizations have provided front-loaded sign-on equity awards to
their incumbent) CEOs upon a contract renewal .

2 While CEO lenure has ranged fiom 5 — 10 years at the time of the renewal, award values
have ranged from approximately $5 miilion - $25 miilion (with a few notable exceptions at the
_high end, especially if awards are predominantly stock options)

Typical Contract Renewal Equity Award Provisions®

\ppendic V p dditionai cyarding ples of contract renewal equity awards

[Autodate]
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Countrywide Financlas. C Lor the Ch: of the Board & CEQ

Review of Proposed Compensation Structiwre —
D. Sign-On Equity Award {(cont’d)

® We recommend that the RSU award cfiff vest at the end of the CEO employment agreement if
two criteria are achieved:

Service
Requiremert

= We belleve that the performance contingency ensures that the ful amount of this special
recognition award is only earned if the Company sustains its historically strong performance
® However, Countrywide should consider that because & is a market-based measure, ¥ the
performance is not achieved the Company must still recognize an income expense
» Additionally, new proxy disclosure rules will require that the award be reported in the
Summary Compensation Table (and included in annual tofal compensation) in the year itis
originalty granted (e.g., 2006 or 2007, depending on award timing)

lndex Anruaized
harcholder Retura

fAutodate]
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Countrywide Financlal: Compelitve C for the Chakman of the Board & CEC

Review of Proposed Compensation Structure —
E. Benefits and Perquisites

= With one exception, Towers Perrin does not recommend any matesial modifications tothe
benefits and perquisites provided to Countrywide’s COB and CEO
u Following competitive practice, for business-related events where a spouse's attendance is
either required or furthers the mission of Countrywide, the cost of spousal travel will be bomne
by Countrywide
m Other benefits, as provided for in the current employment agreément, generally represent typical

» However, Countrywide should consider whether to revise the current change-in-control (CIC)
cash severance payment to reflect a “double-trigger™ event
— Cash benefits are not paid unless CEO is terminated without cause or voluntarily
terminates for good reason (though good reason would presumably apply if Cumﬁymde
is acquired and the CEO does not retain his position)

[Autodate]
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Fi Campetiive ( for the Cliakman af the Boand & CEQ

Review of Proposed Compensation Structure —
Total Direct Compensation Implications

u The chart below shows Towers Pestin's proposed compensation package relative to both
competitive market compensation practices and compensation eamed by the CEO in 2005

330,347

‘ 3182 ”
£ coom N e
§ saom | Sueew
5 $18,000 C
$5,000
T w . . :

Soth %ile TSth %ite S0th %le  Countrywide Target Maximum Target’ Maximum

$31,900

Ly
B L LT T T T R P R UpE S IO R

2005
Market Total Compensation® ExeQuity Proposal Towers: Perrin Proposal
[mBase wBonus mStock Options mRSUS w Special One-Time Award d) mMarket Total |

L.
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Co f : Competittve C( for the ( o the Boerd & CEQ

Appendix | —
Competitive Market Compensation Data

€015 Comnensauan Lasa

Pecy Comsany Cata Towers Fem 4 Jczr Greup Campensatlen Sommitic Poer Groud

Totad
Al Cash (3]
o Value
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Countrywide Financial: Competitve C or o e Board & CEO

Appendix Il —
_ExeQuity Peer Group Financial Characteristics

f{Autodate]
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Countrywide Financial: Campetitve Ct 2 for the CIi; of the Board & CEO

Appendix Il —
Towers Perrin Peer Group Financial Characteristics

£ orormaace Summary - Towess Pemin Pey Sr2.D
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Counlywide Financial: Competitive Ct

Examples of Fortune 500 CEO Salary Reductions

o the Board 8 CEQ
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Agai 1, 2003, MaiSsy voluntasly recuced his salury by an adciionel $5% from the level that exssted prios |
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Appendix IV —
Formula Bonus Plans Among Fortune 500

Arnc Ecnus Formuas At Fertune 503 Sompames
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Appendix V — ' :
Contract Renewal Equity Awards Among Fortune 500

unesce Sascerd M. Poses.
Cobiedsian Symes  [Innes Udox
P T~

foch ~ ~ J 424000
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Appendix Vi —

Historical & Expected ROE Performance - Revised Peer Group

75t %ile 194%  199%  208% 203% 20% 21.5% 17.3%
20th %ike 26%  219%  Z73% 2.9% 275% 26.5% 2
M 204%  213%  197% 2.5% 17.5% 16.5% 135% l

Notes:

Negative vakies for ROAE were omitted from the calculations above
Al data provided by Standard 8 Poor's Research Insight
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