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FORWARD-LOOKING STATEMENTS

Certain statements in this Form 10-K, including but not limited to statements included within the Management’s
Discussion and Analysis of Financial Condition and Results of Operations, are "forward-looking statements" within
the meaning of the Private Securities Litigation Reform Act of 1995, as amended. In addition, Flagstar Bancorp, Inc.
also may make forward-looking statements in its other documents filed with or furnished to the SEC, and its
management may make forward-looking statements orally to analysts, investors, representatives of the media and
others.

Generally, forward-looking statements are not based on historical facts but instead represent management’s beliefs
regarding future events. Such statements may be identified by words such as believe, expect, anticipate, intend, plan,
believe, estimate, may increase, may fluctuate, and similar expressions or future or conditional verbs such as will,
should, would and could. Such statements are based on management’s current expectations and are subject to risks,
uncertainties and changes in circumstances. Actual results and capital and other financial conditions may differ
materially from those included in these statements due to a variety of factors, including without limitation the
precautionary statements included within each individual business’ discussion and analysis of its results of operations
and the factors listed and described under "Risk Factors" below.

Any forward-looking statements made by or on behalf of Flagstar Bancorp, Inc. speak only as to the date they are
made, and do not undertake to update forward-looking statements to reflect the impact of circumstances or events that
arise after the date the forward-looking statements were made.
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PART I

ITEM 1. BUSINESS
Where we say "we," "us," or "our," we usually mean Flagstar Bancorp, Inc. However, in some cases, a reference to
"we," "us," or "our" will include our wholly-owned subsidiary Flagstar Bank, FSB (the "Bank").

General

We are a Michigan-based savings and loan holding company founded in 1993. Our business is primarily conducted
through our principal subsidiary, the Bank, a federally chartered stock savings bank founded in 1987. At

December 31, 2015, based on our assets, we are the largest bank headquartered in Michigan and one of the top 10
largest savings banks in the United States. Our common stock is listed on the New York Stock Exchange ("NYSE")
under the symbol "FBC." We are considered a controlled company for NYSE purposes, because MP Thrift
Investments, L.P. ("MP Thrift") held approximately 63.1 percent of our common stock as of December 31, 2015.

We primarily originate or purchase residential mortgage loans throughout the country and sell them into securitization
pools, primarily to Federal National Mortgage Association ("Fannie Mae"), Federal Home Loan Mortgage
Corporation ("Freddie Mac") and the Government National Mortgage Association ("Ginnie Mae") (collectively, the
"Agencies") or as whole loans. In addition, we originate or purchase residential first mortgage loans, consumer loans,
commercial loans and warehouse loans included in held-for-investment loan portfolios. Our revenues include net
interest income, income from banking services we provide customers, and noninterest income from sales of residential
first mortgage loans to the Agencies, the servicing of loans for others and the sale of servicing rights related to
mortgage loans serviced for others. The combination of our home lending, broker and correspondent channels gives us
broad access to customers across diverse geographies to originate, fulfill, sell and service our residential mortgage
loan products.

The majority of our total loan originations during the year ended December 31, 2015 represented mortgage loans that
were collateralized by residential first mortgages on single-family residences and were eligible for sale to the
Agencies. At December 31, 2015, we originated or purchased residential mortgage loans in all 50 states, the U.S.
Virgin Islands, and the District of Columbia through relationships with approximately 514 mortgage brokers and
approximately 679 correspondents. At December 31, 2015, we also operated 10 retail centers located in nine states,
which primarily originate one-to-four family residential mortgage loans as part of our Mortgage Originations segment.
In addition, we originate other consumer and commercial loans through our Community Banking segment.

Our business also includes the activities conducted through our Community Banking segment. This segment provides
deposits and fee based services to consumer, business, and mortgage lending customers through its Branch Banking,
Business, and Commercial Banking, Government Banking, Warehouse Lending and Held-for-Investment Portfolio
groups. We maintain a portfolio of commercial and industrial and commercial real estate loans with our commercial
customers and we originate or purchase residential mortgage loans through referrals from our branches, consumer
direct call center and our website, flagstar.com. At December 31, 2015, we operated 99 branches in Michigan. We
leverage the customer relationships we have gained throughout our branch network to cross-sell products to existing
customers and increase our customer base.

At December 31, 2015, we had 2,713 full-time equivalent employees inclusive of account executives and loan
officers.

Mortgage Originations
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We originate, acquire and sell one-to-four family residential mortgage loans. Substantially all of the residential
mortgage loans we sell are delivered into the secondary market on a whole loan basis or securitizing the loans into
mortgage-backed securities with the agencies.

Mortgage Servicing

We also service and sub-service mortgage loans on a fee basis for others, and we service residential mortgages
held-for-investment for our own portfolio.
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Lending Activities

Our principal lending activities consist of the origination of residential first mortgage, second mortgage, HELOC and
commercial loans generally located within our primary market and service areas.

Residential first mortgage loans. We originate conforming and non-conforming residential first mortgage loans that
are generally made to consumers for the purchase or refinance of a residence. These loans are generally financed over
a 15-year to 30-year term and, in most cases, are extended to borrowers to finance their primary residence.
Applications are underwritten centrally using consistent credit policies and processes.

Second mortgage loans. The majority of second mortgages we originate are closed in conjunction with the closing of
the residential first mortgages originated by us. We generally require the same levels of documentation and ratios as
with our residential first mortgages. Second mortgage loans require full documentation and are underwritten and
priced to ensure high credit quality and loan profitability.

Home Equity Line of Credit ("HELOC") loans. HELOC guidelines and pricing parameters have been established to
attract high credit quality loans with long term profitability. HELOCs, which are secured by a first-lien or junior-lien
on the borrower’s residence, allow customers to borrow against the equity in their homes or refinance existing
mortgage debt. Applications are underwritten centrally in conjunction with an automated underwriting system. The
HELOC underwriting criteria are based on minimum credit scores, debt-to-income ratios, and LTV ratios, with
current collateral valuations.

Commercial loans. Commercial loans include commercial and industrial, commercial real estate and warehouse loans.
Commercial and industrial loans are made to commercial customers involved in a broad range of industries for use in
normal business operations to finance working capital needs, equipment purchases and other capital investments. Our
commercial and industrial customers are involved in financial, insurance, service, manufacturing, and distribution.
Commercial borrowers are made of up primarily of Michigan relationships, as well as national finance companies.
Commercial real estate loans consist of loans to developers and support income producing commercial real estate
properties. These loans are made to finance properties such as owner-occupied, retail, office, multi-family apartment
buildings, industrial buildings, and residential developments. They are repaid through cash flows related to the
operation, sale, or refinance of the property. Warehouse loans are lines of credit to other mortgage lenders. In 2016,
we launched a national home builder finance program to grow our balance sheet, increase commercial deposits and
develop incremental revenue through our retail purchase mortgage channel.

Deposits

Deposits include retail, commercial, government and company controlled deposits. Through our branches and
commercial relationships, we gather deposits and offer a line of consumer and commercial financial products to
individuals and businesses. We continue to focus our efforts towards the growth of our core deposits, which includes
checking, savings and money market deposit accounts. We believe core deposits represent a more stable funding
source. Government deposits are gathered from local municipalities primarily across the state of Michigan and are
comprised mainly of property taxes that are collected. See Note 12 of the Notes to the Consolidated Financial
Statements, in Item 8. Financial Statements and Supplementary Data, herein, for more information regarding deposits.

Borrowed funds
The Federal Home Loan Bank provides funding on a fully collateralized basis to us. We are currently authorized
through a resolution of our board of directors to apply for advances from the Federal Home Loan Bank using

approved loan types as collateral, such as residential first mortgage loans, home equity lines of credit, commercial real

7
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estate loans.

We have arrangements with the Federal Reserve Bank of Chicago to borrow as appropriate from its discount window.
The discount window is a borrowing facility that is intended to be used only for short-term liquidity needs arising
from special or unusual circumstances. The amount we are allowed to borrow is based on the lendable value of the
collateral that we agree to provide. To collateralize the line, we pledge commercial and industrial loans that are
eligible based on Federal Reserve Bank of Chicago guidelines.

Non-bank Subsidiaries

At December 31, 2015, our corporate legal structure consisted of the Bank, including its wholly-owned subsidiaries
and wholly-owned non-bank subsidiaries through which we conduct other non-material business or which are
inactive. The Bank comprised of 99.5 percent of our total assets at December 31, 2015. We also own nine statutory
trusts that are not

5
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consolidated with our operations. For additional information, see Notes 1, 7 and 26 of the Notes to the Consolidated
Financial Statements in Item 8. Financial Statements and Supplementary Data.

Regulation and Supervision

The banking industry is highly regulated. Statutory and regulatory controls are designed primarily for the protection of
depositors and the financial system, and not for the purpose of protecting our shareholders. The following discussion
is not intended to be a complete list of all the activities regulated by the banking laws or of the impact of such laws
and regulations on us and the Bank. Changes in applicable laws or regulations, and in their interpretation and
application by regulatory agencies, cannot be predicted and may have a material effect on our business and results.

The Bank is a savings and loan holding company. We must comply with a wide variety of banking, consumer
protection and securities laws, regulations and supervisory expectations and are regulated by multiple regulators,
including the Board of Governors of the Federal Reserve (the "Federal Reserve"), the Office of the Comptroller of the
Currency ("OCC") of the U.S. Department of the Treasury ("U.S. Treasury"), Consumer Financial Protection Bureau
(the "CFPB"), the Federal Deposit Insurance Corporation ("FDIC") and the Securities and Exchange Commission (the
"SEC") or collectively "the regulatory agencies." The Bank's deposits are insured by the FDIC through the Deposit
Insurance Fund.

As a general matter, the regulatory agencies are taking a more stringent approach to supervising and regulating
financial institutions and financial products and services over which they exercise their respective supervisory
authorities. We, the Bank and our products and services all remain subject to greater supervisory scrutiny and
enhanced supervisory requirements and expectations.

Consent Order with OCC

Effective October 23, 2012, the Bank's board of directors executed a Stipulation and Consent (the "Stipulation"),
accepting the issuance of a Consent Order (the "Consent Order") by the OCC. The Consent Order replaces the
supervisory agreement entered into between the Bank and the Office of Thrift Supervision (the "OTS") on January 27,
2010, which the OCC terminated simultaneous with issuance of the Consent Order." For further information and a
complete description of all of the terms of the Consent Order, please refer to the copy of the Consent Order filed with
the SEC as an exhibit to our Current Report on Form 8-K filed on October 24, 2012.

Supervisory Agreement

We are also subject to the Supervisory Agreement with the Board of Governors of the Federal Reserve (the
"Supervisory Agreement"), dated January 27, 2010. A failure to comply with the Supervisory Agreement could result
in the initiation of further enforcement action by the Federal Reserve, including the imposition of further operating
restrictions, and could result in additional enforcement actions against the Company. The Company has taken actions
which it believes are appropriate to comply with and intends to maintain compliance with all of the requirements of
the Supervisory Agreement. For further information and a complete description of all of the terms of the Supervisory
Agreement, please refer to the copy of the Supervisory Agreement filed with the SEC as an exhibit to the Company's
Current Report on Form 8-K filed on January 28, 2010.

Consent Order with CFPB
On September 29, 2014, the Bank entered into a Consent Order with the CFPB. The Consent Order relates to alleged

violations of federal consumer financial laws arising from the Bank’s residential first mortgage loan loss mitigation
practices and default servicing operations dating back to 2011. Under the terms of the Consent Order, the Bank has
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paid $28 million for borrower remediation and $10 million in civil money penalties. The settlement does not involve
any admission of wrongdoing on the part of the Bank or its employees, directors, officers, or agents.

Holding Company Status, Acquisitions and Activities

We are a unitary savings and loan holding company, as defined by federal banking law, as is our controlling
stockholder, MP Thrift. We may only conduct, or acquire control of companies engaged in, activities permissible for a
savings and loan holding company pursuant to the relevant provisions of the Savings and Loan Holding Company Act
and relevant regulations. Without prior written approval of the Federal Reserve, neither we, nor MP Thrift may: (i)
acquire control of another savings association or holding company thereof, or acquire all or substantially all of the
assets thereof; or (ii) acquire or retain, with certain exceptions, more than 5 percent of the voting shares of a
non-subsidiary savings association or a non-

6
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subsidiary savings and loan holding company. We are prohibited from acquiring control of a depository institution
that is not federally insured or retaining control of a savings association subsidiary for more than one year after the
date that such subsidiary becomes uninsured. Similarly, we may not be acquired by a bank holding company, or any
company, unless the Federal Reserve approves such transaction. In all situations, the public must have an opportunity
to comment on any such proposed acquisition, and the OCC or the Federal Reserve must complete an application
review. In addition, the Gramm-Leach-Bliley Act (the "GLBA") generally restricts any non-financial entity from
acquiring us.

Source of Strength

The Dodd-Frank Act codified the Federal Reserve’s "source of strength" doctrine and extended it to savings and loan
holding companies. Under the Dodd-Frank Act, the prudential regulatory agencies are required to promulgate joint
rules requiring bank holding companies and savings and loan holding companies to serve as a source of financial
strength for any depository institution subsidiary by maintaining the ability to provide financial assistance to such
insured depository institution in the event that it suffers financial distress.

Regulatory Capital Requirements

The Bank and the holding company are currently subject to the regulatory capital framework and the implementation
of the agreement reached by the Basel Committee on Banking and Supervision “Basel III”” as adopted by the OCC and
Federal Reserve. The OCC and Federal Reserve have risk-based capital adequacy guidelines intended to measure
capital adequacy with regard to a banking organization’s balance sheet, including off-balance sheet exposures such as
unused portions of loan commitments, letters of credit, and recourse arrangements. The Bank is required to comply
with these capital adequacy standards. Beginning in 2015, our holding company was required to comply with the
Federal Reserve Bank’s capital adequacy guidelines. Prior to 2015, these rules did not apply to savings and loan
holding companies. Federal law and regulations established five levels of capital compliance: well-capitalized,
adequately capitalized, under-capitalized, significantly under-capitalized and critically under-capitalized.

At December 31, 2015, the Bank and the holding company were considered "well-capitalized" for regulatory purposes
under the Prompt Corrective Action framework. An institution is considered well-capitalized if its ratio of total
risk-based capital to risk-weighted assets is 10.0 percent or more, its ratio of Tier 1 capital to risk-weighted assets is
8.0 percent or more, its ratio of common equity tier 1 capital to risk-weighted assets is 6.5 percent or more, and its
leverage ratio of Tier 1 capital to total assets is 5.0 percent or more. Any institution that is not well capitalized or
adequately capitalized is considered under-capitalized. Any institution with a tangible equity to total assets ratio of 2.0
percent or less is considered critically under-capitalized. See Note 22 - Regulatory Matters - Regulatory Capital, for
additional information.

Effective on January 1, 2015, the capital framework under the Basel III final rule replaced the existing regulatory
capital rules for all banks, savings associations, and U.S. bank holding companies with greater than $500 million in
total assets, and all savings and loan holding companies. The final rule implements a new common equity Tier 1
minimum capital requirement. In addition, the new regulations subject a banking organization to certain limitations on
capital distributions and discretionary bonus payments to executive officers if the organization did not maintain a
capital conservation buffer of common equity Tier 1 capital in an amount greater than 2.5 percent of its total
risk-weighted assets. The effect of the capital conservation buffer will be to increase the minimum common equity
Tier 1 capital ratio to 7.0 percent, the minimum Tier 1 risk-based capital ratio to 8.5 percent and the minimum total
risk-based capital ratio to 10.5 percent. The capital conservation buffer becomes effective January 1, 2016 with
transition provisions through 2018.

11
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The new regulations grandfather the regulatory capital treatment of hybrid debt and equity securities, such as trust
preferred securities issued prior to May 19, 2010, for banks or holding companies with less than $15.0 billion in total
consolidated assets as of December 31, 2009. Although the Company may continue to include our existing trust
preferred securities as Tier 1 capital, the prohibition on the use of these securities as Tier 1 capital going forward may
limit the Company’s ability to raise capital in the future.

Various aspects of Basel III are subject to multi-year transition periods through December 31, 2018. Basel III will
materially change our Tier 1, Tier 1 common and total capital calculations.

Standards for Safety and Soundness
Federal law requires each U.S. bank regulatory agency to prescribe certain safety and soundness standards for all
insured financial institutions. To that end, the U.S. bank regulatory agencies adopted Interagency Guidelines

Establishing

7
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Standards for Safety and Soundness. These are used by the U.S. bank regulatory agencies to identify and address
problems at insured financial institutions before capital becomes impaired. These standards relate to, among other
things, internal controls, information systems and audit systems, loan documentation, credit underwriting, interest rate
risk exposure, asset growth, asset quality, compensation and benefits, earnings, and other operational and managerial
standards as the agency deems appropriate. In general, the guidelines require, among other things, appropriate systems
and practices to identify and manage the risks and exposures specified in the guidelines. If the appropriate U.S.
banking agency determines that an institution fails to meet any standard prescribed by the guidelines, the agency may
require the institution to submit to the agency an acceptable plan to achieve compliance with the standard.

Qualified Thrift Lender

The Bank is required to meet a Qualified Thrift Lender ("QTL") test to avoid certain restrictions on operations,
including restrictions applicable to multiple savings and loan holding companies, restrictions on the ability to branch
interstate, and our mandatory registration as a bank holding company under the Bank Holding Company Act of 1956.
A savings bank satisfies the QTL test if: (i) on a monthly basis, for at least nine months out of each twelve month
period, at least 65 percent of a specified asset base of the savings bank consists of loans to small businesses, credit
card loans, educational loans, or certain assets related to domestic residential real estate, including residential
mortgage loans and mortgage securities, as well as a portion of residential loans originated and sold within 90 days of
origination; or (ii) at least 60 percent of the savings bank’s total assets consist of cash, U.S. government or government
agency debt or equity securities, fixed assets, or loans secured by deposits, real property used for residential,
educational, church, welfare, or health purposes, or real property in certain urban renewal areas. The Bank is
currently, and expects to remain, in compliance with QTL standards.

FDIC Insurance and Assessment

The FDIC insures the deposits of the Bank and such insurance is backed by the full faith and credit of the U.S.
government through the Deposit Insurance Fund ("DIF"). The Dodd-Frank Act raised the standard maximum deposit
insurance amount to $250,000 per depositor, per insured financial institution for each account ownership category.
Deposits held in noninterest bearing transaction accounts are now aggregated with any interest bearing deposits the
owner may hold in the same ownership category and the combined total is insured up to at least $250,000.

Pursuant to the Dodd-Frank Act, the minimum reserve ratio designated by the FDIC each year is 1.35 percent of the
assessment base, as opposed to 1.15 percent under prior law. The FDIC is required to meet the minimum reserve ratio
by September 30, 2020 and is required to offset the effect of the increased reserve ratio for banks with assets less than
$10 billion. The FDIC has established a higher reserve ratio of 2 percent as a long-term goal beyond what is required
by statute. The FDIC is operating under a DIF Restoration Plan while the reserve ratio remains below the minimum
target. The Restoration Plan allows the FDIC to evaluate whether growth in the DIF under current assessment rates is
likely to be sufficient to meet the statutory requirements. In October of 2015, the FDIC proposed to increase the DIF
to the statutorily required minimum level of 1.35 percent. The Dodd-Frank Act made banks with $10 billion or more
in total assets responsible for the increase from 1.15 percent to 1.35 percent. Under the current rule regular assessment
rates for all banks will decline when the reserve ratio reaches 1.15 percent, which the FDIC expects will occur in early
2016. The proposed rule will impose on the Bank a surcharge of 4.5 cents per $100 of our assessment base, after
making certain adjustments. The FDIC expects the reserve ratio would likely reach 1.35 percent after approximately
two years of payments of the proposed surcharges. The DIF is funded mainly through quarterly assessments on
insured banks.

The FDIC maintains the DIF by assessing each financial institution an insurance premium. The FDIC defined deposit
insurance assessment base for an insured depository institution is equal to the average consolidated total assets during
the assessment period, minus average tangible equity.

13
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During 2015, the Bank was classified as a small institution for deposit insurance assessment purposes. As a small
institution, the Bank was assigned to one of three Capital Groups based on our capitalization level. The Bank was also
assigned to one of three Supervisory Groups based on the supervisory evaluations provided by the Bank’s primary
federal regulator. Our assessment rate, as a small institution, was determined based upon the Risk Category to which
we are assigned. Our Risk Category was determined based on a combination of our Supervisory and Capital Group
assignments.

Effective January 1, 2016, as a result of reporting assets of more than $10 billion for four consecutive quarters, the
Bank is classified as a large institution for deposit insurance assessment purposes. The assessment rate schedule for
large financial institutions (i.e., financial institutions with at least $10 billion in assets) is determined by use of a
scorecard that combines a financial institution's Capital, Asset Quality, Management, Earnings, Liquidity and
Sensitivity ("CAMELS") ratings with certain forward-looking financial information to measure the risk to the DIF.
Pursuant to this scorecard method, two scores

14
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(a performance score and a loss severity score) are combined and converted to an initial base assessment rate (also
referred to as IBAR). The performance score measures a financial institution's financial performance and ability to
withstand stress. The loss severity score measures the relative magnitude of potential losses to the FDIC in the event
of the financial institution's failure. Total scores are converted pursuant to a predetermined formula into an initial base
assessment rate, which is subject to adjustment based upon significant risk factors not captured in the scoreboard.
Total assessment rates range from 2.5 basis points to 45 basis points for such large financial institutions.

All FDIC-insured financial institutions must pay an annual assessment to provide funds for the payment of interest on
bonds issued by the Financing Corporation, a federal corporation chartered under the authority of the Federal Housing
Finance Board. The bonds, which are referred to as FICO bonds, were issued to capitalize the Federal Savings and
Loan Insurance Corporation, and the assessments will continue until the bonds mature in 2019.

Affiliate Transaction Restrictions

The Bank is subject to the affiliate and insider transaction rules applicable to member banks of the Federal Reserve as
well as additional limitations imposed by the OCC. These provisions prohibit or limit the Bank from extending credit
to, or entering into certain transactions with certain affiliates, principal stockholders, directors and executive officers
of the banking institution and certain of its affiliates. The Dodd-Frank Act imposed further restrictions on transactions
with certain affiliates and extension of credit to executive officers, directors and principal stockholders.

Incentive Compensation

The U.S. bank regulatory agencies issued comprehensive guidance on incentive compensation policies intended to
ensure that the incentive compensation policies of U.S. banks do not undermine the safety and soundness of such
banks by encouraging excessive risk-taking. The guidance, which covers all employees that have the ability to
materially affect the risk profile of a bank, either individually or as part of a group, is based upon the key principles
that a bank’s incentive compensation arrangements should (i) provide incentives that do not encourage risk-taking
beyond the bank’s ability to effectively identify and manage risks, (ii) be compatible with effective internal controls
and risk management, and (iii) be supported by strong corporate governance, including active and effective oversight
by the bank’s board of directors.

The U.S bank regulatory agencies review, as part of the regular, risk-focused examination process, the incentive
compensation arrangements of U.S. banks that are not "large, complex banking organizations." These reviews are
tailored to each bank based on the scope and complexity of the bank’s activities and the prevalence of incentive
compensation arrangements. The findings of the supervisory initiatives are included in reports of examination.
Deficiencies are incorporated into the bank’s supervisory ratings, which may affect the bank’s ability to make
acquisitions and take other actions. Enforcement actions will be taken against a bank if its incentive compensation
arrangements, or related risk-management control or governance processes, pose a risk to the bank’s safety and
soundness and the organization is not taking prompt and effective measures to correct the deficiencies. See the
Supervisory Agreement discussion, in Item 1. Business for further discussion of the executive compensation notice
requirements.

Federal Reserve
Numerous regulations promulgated by the Federal Reserve affect our business operations as well as those of the Bank.

These include regulations relating to electronic fund transfers, collection of checks, availability of funds, and reserve
requirements.

15
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Federal Reserve regulations require federally chartered savings associations to maintain cash reserves against their
transaction accounts (primarily NOW and demand deposit accounts). During 2016, a 3 percent reserve is to be
maintained against aggregate transaction accounts between $15 million and $110 million (subject to adjustment by the
Federal Reserve) plus a reserve of 10 percent (subject to adjustmen