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BEFORE THE DEPARTMENT OF BUSINESS OVERSIGHT

OF THE STATE OF CALIFORNIA
In the Matter of:

CRMLA License No.: 413-0544

THE COMMISSIONER OF BUSINESS
OVERSIGHT,

CONSENT ORDER

15

Complainant,

16
v.

17

18

OCWEN LOAN SERVICING, LLC,
Respondent.

19
20

This Consent Order ("Order") relating to settlement and termination of the January 2015

Consent Order ("January 2015 Consent Order") is entered into between the Commissioner of

State of California - Department of Business Oversight

Business Oversight ("Commissioner"), and Ocwen Loan Servicing, LLC ("OLS") (hereinafter

collectively referred to as "the Parties") as of the date set forth in paragraph 48 below ("Effective
25

Date")

26
27

28

RECITALS
A.

OLS is a limited liability company formed and existing under the laws of the State of

Delaware and authorized to conduct business in the State of California.
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B.

OLS is a residential mortgage lender and loan servicer licensed by the Commissioner

N

pursuant to the California Residential Mortgage Lending Act ("CRMLA") (Fin. Code, $ 50000 et

W

seq.). OLS has its principal place of business located at 1661 Worthington Road, Suite 100, West

4

Palm Beach, FL 33409. In California, OLS has a branch office located at 801 North Brand
Boulevard, Suite 650, Glendale, CA 91203.

C.

The Department of Business Oversight ("Department"), through the Commissioner,

J

has jurisdiction over the licensing and regulation of entities engaged in the business of mortgage

8

lending and/or servicing pursuant to the CRMLA.

D.
10

OLS reported to the Department that in California, from January 1, 2012 to June 30,

2015, it serviced loans for more than 531,000 California borrowers.
E.

Pursuant to Financial Code section 50302, the Commissioner is required to examine

12

the records, documents and affairs of each licensee under the CRMLA to ensure compliance with the

13

law. Financial Code section 50314 requires a licensee to keep records and documents that will

14

properly enable the Commissioner to determine whether the licensee is in compliance with the law.

15

F.

On or about January 8, 2013, the Commissioner commenced a routine regulatory

16

examination of OLS through Department examination staff to ensure OLS's compliance with the

17

CRMLA and the California Homeowner Bill of Rights ("HBOR"), a package of amendments to the

18

California Civil Code that became law on January 1, 2013.

19

G.

Ocwen repeatedly failed to timely and fully respond to the Department's requests for

20

loan related information and documents, including through a lawfully issued administrative subpoena

21

duces tecum, resulting in the Department issuing a number of administrative orders to Ocwen, such

22

as an Order to Discontinue Violations on June 16, 2014, an Order of Forfeiture on October 3, 2014,
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23

an Order of Forfeiture on November 26, 2014, an Order of Forfeiture on January 2, 2015, an Order of

24

Forfeiture on March 24, 2015, and an Order of Forfeiture on May 22, 2015.

25

H.

The Department filed an administrative action on October 3, 2014 to suspend OLS's

26

CRMLA license, Commissioner of Business Oversight v. Ocwen Loan Servicing, LLC, OAH No.

27

2014100930 (the "Accusation"). On or about October 3, 2014, OLS was served with the Accusation.

28 OLS timely filed a Notice of Defense with the Commissioner.
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I.

2

On January 23, 2015, the Department and OLS entered into the January 2015 Consent

Order to resolve the Accusation.
J.

The January 2015 Consent Order, among other provisions:

i.

A

Prohibited OLS from acquiring new servicing rights for loans secured by

California properties until the Department was satisfied OLS could satisfactorily
au

respond to requests for information and documents made in the course of a regulatory

J

examination;

00

ii.

Provided that an independent third party auditor ("Auditor") selected by the

Department would conduct an examination of OLS. for the period from January 1.

2012 to June 30, 2015 ("Review Period"), consisting of two parts: (1) a Servicing
Practices Review to assess how OLS's servicing policies and procedures affected its

ability to comply with state and federal laws and regulations; and (2) a Compliance
Review of OLS loan files to assess OLS's compliance with state and federal laws and

regulations;

ifi.

Required OLS to submit to the Department for its approval an Action Plan

designed to address and implement corrective measures, and address any deficiencies

and other issues identified by the Servicing Practices Review: and
iv.

Provided for the Department's withdrawal of the pending Accusation, without

prejudice, which the Department did on July 15, 2015.
K.

The Auditor conducted the Compliance Review and Servicing Practices Review and

began monitoring OLS's implementation of the Department-approved Action Plan.
L.

The examination found OLS grew its business aggressively during the Review Period

State of California - Department of Business Oversight
but failed to implement risk management and compliance policies, procedures and internal controls
24

sufficient to ensure protection of California borrowers and compliance with California and federal

25

laws and regulations.

26

M.

The Servicing Practices Review found that during the Review Period OLS failed to

27

implement effective internal controls to ensure compliance with applicable federal and state laws, and

28

the January 2015 Consent Order. For example, the Servicing Practices Review found:
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i.

OLS did not promptly develop and implement written policies and procedures

N

governing compliance with various laws, including HBOR, while other policies and

w

procedures were deficient;

A

ii.

A systemic deficiency in OLS's loan servicing operation that resulted in OLS

mailing certain time-sensitive letters, including letters to borrowers regarding pending

loan modification requests, to some California borrowers after the date listed on the

a

letter, often by many days. This may have affected borrowers' ability to respond by

the deadlines stated in the letters, possibly jeopardizing such borrowers' ability to
obtain loan modifications. This systemic deficiency impacted more than 500 different
types of letters sent to California borrowers and was addressed by OLS over two years

after it was first discovered. OLS discovered this issue prior to the January 2015

Consent Order. To address the problem, OLS initiated a voluntary remediation
program - also prior to the January 2015 Consent Order - to compensate harmed
borrowers. Based on OLS's estimates, approximately 22,422 California borrowers
were sent a letter that may have been affected by the delay. As part of the remediation

program, OLS sent solicitations to the 22,422 California borrowers asking them to
submit claim forms in order to receive compensation. Approximately 3,127 California

borrowers submitted claim forms, leaving approximately 19,295 borrowers who did
not submit claim forms; and

iii.

OLS violated paragraph 3 of the January 2015 Consent Order, which prohibits

OLS from acquiring any additional mortgage servicing rights for new California loans,
by servicing loans after the prohibition took effect.

State of California - Department of Business Oversight
N.

The Compliance Review identified numerous violations of federal and state laws and

24

regulations. Sections 50130, 50204 and 50505 of the CRMLA require OLS to comply with federal

25

and state laws and regulations.

26

27
28

O.

By entering into this Order, OLS does not admit the allegations set forth in the Order

other than those facts deemed necessary to establish the jurisdiction of the Commissioner.
111
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P.

The Compliance Review found the following violations in a share of sample loan files:

California Homeowner Bill of Rights

N

(Civ. Code, $8 2923.6, 2924.10, 2924.17.)

w

A

i,

California borrowers who applied for loss mitigation alternatives were not sent

written denial notices containing all information required by HBOR (Civ. Code $
a

2923.6, subd. (f));
ii.

00

Delinquent California borrowers were incorrectly informed that they were

current on their mortgage payments in written denial notices provided to borrowers
pursuant to HBOR (Civ. Code $ 2923.6, subd. (f));

ili.

California borrowers were not provided written notice regarding

documentation missing from a borrower's incomplete loan modification application,
including income documentation, as required by HBOR (Civ. Code $ 2924.10, subd.
(a)(4)); and

iv.

California borrowers received inaccurate or unreliable information on recorded

Notices of Default as prohibited by HBOR (Civ. Code $ 2924.17, subd. (a)).

California Civil Code Relating to Mortgages
(Civ. Code, $ 2923.3.)
v.

California borrowers in foreclosure were not provided with a copy of their

recorded Notice of Default, as required by Civil Code section 2923.3, subdivision (a).

California Residential Mortgage Lending Act
(Fin. Code, $ 50000 et seq.)

vi.
OLS did not maintain evidence of compliance with numerous federal and state
State of California - Department of Business Oversight
laws and regulations:
A.

Ocwen provided no evidence it sent a required written notice to certain

California borrowers, regarding protections afforded to servicemembers under

the federal Servicemembers Civil Relief Act ("SCRA") (50 USC, $ 3901 et
seq.), as required by HBOR (Civ. Code, $ 2923.55, subd. (b)(1)(A));
B.

The loan files for borrowers did not contain evidence Ocwen complied
-5CONSENT ORDER

with the "due diligence" contact requirements of HBOR (Civ. Code, $

2923.55, subd. (f)), including requirements to send multiple letters to
California borrowers and make telephone calls to borrowers at least three times
at different hours and on different days;

C. California borrower loan files did not contain evidence that Ocwen
complied with the requirement of HBOR (Civ. Code, $ 2923.6, subd. (f)) to
send written loan modification denial notices to borrowers;

D.

Ocwen did not provide evidence it sent California borrowers a written

notice of postponement of foreclosure sale within five business days following

the postponement, when the foreclosure sale was postponed for at least 10
business days, as required by HBOR (Civ. Code, $ 2924, subd. (a)(5));
E.

Ocwen did not provide evidence it sent a written notice to California

borrowers regarding available loss mitigation alternatives within 5 business

days following the recording of a Notice of Default, as required by HBOR
(Civ. Code, $ 2924.9, subd. (a));

F.

California borrowers' loan files did not contain evidence Ocwen sent a

recorded Notice of Default and/or the required summaries of key information,
as required by the Civil Code (Civ. Code, $ 2923.3, subd. (a));
G.

For California borrowers, Ocwen did not provide evidence it posted a

Notice of Sale on a property at least 20 days before the date of the foreclosure

sale, as required by the Civil Code (Civ. Code, $ 2924f, subd. (b)(3));
H.

When California borrowers' billing addresses were different from the

State of California - Department of Business Oversight
addresses of the property securing the mortgage, loan files did not contain
evidence Ocwen sent the borrower a required notice addressed to the "resident

of property subject to foreclosure sale," as required by the Civil Code (Civ.
Code, $ 2924.8, subd. (a)(1)); and
27

I.

28

California borrowers, as required by section 1024.17, subdivision (i), of

Ocwen did not provide evidence it sent an escrow account statement to
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Regulation X (12 C.F.R., $ 1024 et seq.) of the federal Real Estate Settlement
Procedures Act ("RESPA") (12 U.S.C., $ 2601 et seq.).

N

Regulation X of the Real Estate Settlement Procedures Act
A

(12 C.F.R. $ 1024 et seq.; 12 U.S.C. $ 2601 et seq.; Fin. Code $ 50130, subd. (g).)

vii.
au

California borrowers were not informed of the timelines to accept or reject a

loan modification offer and details on how to appeal the denial of a loan modification,
as required by Regulation X (12 C.F.R. $ 1024.41, subd. (c)(ii));

viii. California borrowers were not provided with a written decision explaining the
denial of each available loss mitigation alternative, as required by Regulation X (12
C.F.R. $ 1024.41, subd. (d));

ix.

California borrowers received no annual analyses of their escrow accounts, as

required by Regulation X (12 C.F.R. $$ 1024.17, subd. (i)) and RESPA (12 U.S.C. $

2609, subd. (c)(2)). For such borrowers, OLS also did not comply with specific
requirements in Regulation X (12 C.F.R. $$ 1024.17, subd. (f)) and RESPA (12
U.S.C. $ 2609, subd. (b)) for handling overages, shortages and deficiencies that would
be identified in an annual analysis of borrower escrow accounts;
x.

California borrowers did not receive an annual escrow account statement

within 30 days of the completion of the annual escrow account analysis period, as
required by Regulation X (12 C.F.R. $ 1024.17, subd. (i)) and RESPA (12 U.S.C. $
2609, subd. (c)(2)); and

xi.

OLS did not maintain policies and procedures reasonably designed to promptly

identify and facilitate communication with the successor in interest of deceased

State of California - Department of Business Oversight

California borrowers' with respect to the property secured by the deceased California

borrowers' mortgage loan, as required by Regulation X (12 C.F.R. $ 1024.38, subd.
25

(b)(1)(vi)).

26

Regulation Z of the Truth in Lending Act

27

(12 C.F.R. $ 1026 et seq.; 15 U.S.C. $ 1601 et seq.; Fin. Code $ 50130, subd. (g).)

28

xii.

OLS sent California borrowers monthly statements that did not provide a
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breakdown of the late fees and charges billed to borrowers, as required by Regulation
N

Z (12 C.F.R. $ 1026.41, subd. (d)(1)(ii)) and the federal Truth in Lending Act (15
U.S.C.. $ 1638, subd. (f)(1)(E)); and

AW

xiii.

OLS sent inaccurate and untimely notices, or did not send notices required

under Regulation Z (12 C.F.R. $ 1026.41, subd. (d)(8)), to California borrowers who

a ur

were more than 45 days delinquent on their mortgage payments. These notices
contained incorrect delinquent payment amounts or misstated total amounts due.

Homeowners Protection Act
(12 U.S.C. $ 4901 et seq.; Fin. Code $ 50130, subd. (g).)

xiv. OLS collected California borrower-paid private mortgage insurance premiums
beyond statutorily-mandated termination dates and failed to recalculate amortization

schedules and termination dates after borrowers executed loan modifications, as
required by the federal Homeowners Protection Act (12 U.S.C. $ 4902, subds. (d)-(f)).

Fair Credit Reporting Act
(15 U.S.C. $ 1681 et seq.; Fin. Code $ 50130, subd. (g).)
xv.

OLS did not report, or did not timely report, corrected California borrower

information to all credit reporting agencies to which OLS had previously provided
incorrect information, as required by the federal Fair Credit Reporting Act ("FCRA")
(15 U.S.C. $ 1681s-2, subds. (a)(2), (a)(8)(E), (b)(1)(d));

xvi. OLS did not report to credit reporting agencies OLS's receipt of notice that
California borrowers' disputed information OLS had previously reported, as required
by FCRA (15 U.S.C. $ 1681s-2, subd. (a)(3)); and

State of California - Department of Business Oversight

xvii. OLS did not review all relevant California borrower information from a credit
reporting agency or borrower upon receipt of borrower disputes, as required by FCRA
(15 U.S.C. $ 1681s-2, subds. (a)(8)(E), (b)(1)(B)).

Servicemembers Civil Relief Act
(50 U.S.C. $ 3901 et seq.; Fin. Code $ 50130, subd. (g).)
28

xvili. OLS did not timely reduce the monthly interest rate to 6% for California
-8CONSENT ORDER

servicemembers on active duty, as required by SCRA (50 U.S.C. $ 3937, subd. (a)).

Flood Disaster Protection Act
(42 U.S.C. $ 4001 et seq.; Fin. Code $ 50130, subd. (g).)

xix. OLS obtained insurance on California borrowers' homes prior to expiration of

A

the statutory waiting period delineated in the federal Flood Disaster Protection Act
("FDPA") (42 U.S.C. $ 4013, subd. (c)), and did not obtain flood insurance when a

a

home was located in a flood zone, as required by FDPA (42 U.S.C. $ 4012a, subd.

(b)), or required force-placed flood insurance for homes that were not located in a
flood zone, as prohibited by FDPA (42 U.S.C. $ 4012a, subd. (e)).

10

NOW, THEREFORE, the Parties are willing to resolve the matters cited herein as follows:

TERMS AND CONDITIONS
12

Total Settlement

13

1.

Under the terms of this Order, OLS will provide a relief package with a total value of

14

Two Hundred Twenty-Five Million Dollars ($225,000,000.00) to resolve the matters herein. This

15

amount consists of the following components:

16

a.

17

restitution to borrowers, penalties, and costs and fees to the Department;

18

b.

A cash payment of Twenty-Five Million Dollars ($25,000,000.00) in

Debt forgiveness of One Hundred Ninety-Eight Million Dollars

($198,000,000.00) through loan modifications on first lien and second lien residential
mortgage loans to California borrowers over a three-year period commencing on July
1, 2016 and ending on June 30, 2019;
c.

A cash payment of Two Million Dollars ($2,000,000.00) allocated among the

State of California - Department of Business Oversight

approximately 3,127 California borrowers pursuant to previously submitted claim

forms as part of Ocwen's voluntary remediation program to compensate borrowers
harmed by Ocwen's delay in sending time-sensitive letters, and

d.

A cash payment for any remaining balance shortfall (after deducting the items

above) that may exist at the end of the three-year period ending June 30, 2019.
111
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Monetary Relief
2.

N

As set forth in paragraph I(a) above, OLS agrees to provide the Department a total

3

cash payment of $25,000,000.00 in restitution to California borrowers, penalties, and costs and fees

4

to the Department ("Monetary Relief"), as follows:

5

a.

The Monetary Relief consists of two components:
i.

Twenty Million Dollars ($20,000,000.00) to be paid as restitution to

California borrowers who meet the eligibility criteria to be determined by the
Department in its sole discretion; and
ii.

Five Million Dollars ($5,000,000.00) to be paid to the Department as a

monetary penalty, and costs and fees.
b.

OLS shall pay the Monetary Relief in the form of a wire transfer or Automated

Clearing House deposit to the "Department of Business Oversight," within ten (10)
days of the Effective Date of this Order.
C.

OLS shall provide notice of OLS's payment of the Monetary Relief to Alex M.

Calero, Senior Counsel, Enforcement Division at the Department of Business
Oversight's San Diego Office at 1350 Front Street, Room 2034, San Diego, CA
92101.

d.

After the Effective Date of this Order, if a borrower who has received a cash

payment pursuant to this Order is determined to be entitled to additional restitution for
the same harm and based on violations arising from the same facts, Ocwen may seek

to offset the additional restitution owed to such borrower with any payment made
under this Order. Nothing in this Order shall preclude such offset.

State of California - Department of Business Oversight
Borrower Assistance
3.

As set forth in paragraph 1(b) above, OLS shall provide $198,000,000.00 in debt

25

forgiveness through loan modifications on first lien and second lien residential mortgage loans to

26

California borrowers pursuant to Exhibit 1 hereto. As set forth in Exhibit 1, OLS shall have three (3)

27

years from July 1, 2016 to satisfy the commitment in paragraph 3.

28

111
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Remediation to Borrowers for OLS's Delay in Sending Time-Sensitive Letters
4.

OLS agrees to resolicit the population of 19,295 California borrowers who did not

w

previously submit claim forms under OLS's voluntary remediation program established to address

4

OLS's delay in sending time-sensitive letters.

5

a.

Within ninety (90) days after the Effective Date of this Order, OLS shall

resolicit this population. OLS shall then make any additional payments to California

borrowers under OLS's voluntary remediation program, consistent with existing
program guidelines.

b.

To facilitate prompt resolicitation, processing, and payment of claims to

consumers under the voluntary remediation program pursuant to this Order, the Parties

agree OLS may use its existing remediation program vendor for the resolicitation of
claims. OLS will ensure its vendor provides all relevant information to the Department

and any third party Administrator to enable the Administrator to advise the
Department on whether Ocwen has complied with this obligation.
C.

All costs and expenses resulting from the resolicitation for the voluntary

remediation program shall be the responsibility of OLS and will be paid outside of the
Monetary Relief as set forth in paragraph 2 of this Order.
5.

Within ninety (90) days after the Effective Date of this Order, OLS further agrees to

provide the following relief to all eligible California borrowers whose loans OLS services at the time

of the Effective Date of this Order and who, from January 2012 through October 2014, were sent
time-sensitive loss mitigation letters five or more days after the date of the letter ("Misdated Letter"),
which population has been preliminarily identified as 7,224 loans:

State of California - Department of Business Oversight
23

24

a.

For purposes of the relief set forth in this paragraph, an "eligible California

borrower" is a borrower:

25

i.

Whose mortgage loan is serviced by OLS;

26

ji.

Whose loan is not already liquidated or in REO status;

27

iii.

Who is not already in a performing modification;

28

iv.

Who is not currently being underwritten for a modification;
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v.

Who is not currently in the process of submitting documents for a

requested modification (the "document chase" process); and/or

N

vi.

Who has not been sent a Request for Mortgage Assistance within the

prior thirty (30) days.

A
b.

OLS will resolicit this population of eligible California borrowers for all loss

mitigation options available to each borrower;
C.

a

Upon receipt of a complete loss mitigation application (as defined by 12 C.F.R.

$ 1024.41, subd. (b)(1)), OLS will reevaluate loans of these California borrowers for
all available loss mitigation programs. OLS shall exercise "reasonable diligence," as

defined by the Consumer Financial Protection Bureau's ("CFPB") official
interpretation of 12 Code of Federal Regulations part 1024.41, subdivision (b)(1), to
obtain the documents necessary for a borrower's complete application; and
d.

Place all eligible loans from the 7,224 population on a sixty (60)-day

foreclosure hold during the re-solicitation and evaluation process specified in
paragraphs 5(a), (b) and (c) of this Order. A "foreclosure hold" means OLS shall not

refer any such borrower's account to foreclosure while the borrower's complete

application for any loan modification program is pending. Furthermore, for any
account that was already referred to foreclosure, OLS shall not move for foreclosure
judgment or order of sale (or, if a motion has already been filed, shall take reasonable
steps to avoid a ruling on such motion), or conduct or seek a foreclosure sale.
6.

OLS will submit all group-wide correspondence with the 7,224 California borrowers

pursuant to this Order relating to the delay in sending time-sensitive letters to the Department for

State of California - Department of Business Oversight

review and approval prior to distribution to borrowers.

Mandatory Payment If Order's Monetary Requirements Are Not Satisfied
25

7.

If the Department determines OLS has failed to meet any of its obligations described

26

in paragraphs 2, 3, 4, 5 and 6 above, the Department will immediately notify OLS of the alleged

27

failure, provide an opportunity to meet and confer regarding the alleged failure, and provide OLS

28

thirty (30) days following the meet and confer to cure the alleged failure ("Cure Period") or comply
-12CONSENT ORDER

under the original terms of this Order.
8.

N

If at the end of the three (3)-year period set forth in paragraph 3 above, OLS has not

W

cured any alleged failure to comply with paragraphs 2 through 6 within the Cure Period, and the

A

Parties cannot reach resolution as part of the meet and confer process, OLS shall immediately issue a
payment to the Department of $225,000,000.00, less:
a.

The Monetary Relief actually deposited as described in paragraph 2, above;

b.

Any credit OLS receives for borrower assistance through loan modifications,

as described in paragraph 3 above; and
C.

10

E
12

9.

Any payments made to borrowers as described in paragraph 1(c) above.

If OLS fails to satisfy any of its obligations in paragraphs 2 through 6 of this Order,

nothing in paragraph 8 shall preclude the Department from pursuing any other remedies available
under this Order or California law at any time after the conclusion of the Cure Period.

13

10. Should OLS liquidate any material portion of its servicing portfolio with respect to

14

California borrowers, or engage a subservicer to service loans of affected California borrowers, OLS

15

may receive credit under the terms of this Order for any borrower assistance that mortgage servicing

16

rights purchasers or OLS's subservicers provide to any of the transferred borrowers pursuant to this

17

paragraph, consistent with the obligations set forth in this Order, as if OLS provided the borrower

18

assistance to the transferred borrowers directly. If such rights are transferred, OLS shall:

19

a.

20

Remain responsible for demonstrating evidence of eligible debt forgiveness,

pursuant to Exhibit 1, provided by OLS or the mortgage servicing rights purchaser or
OLS's subservicers;
b.

Remain responsible under paragraph 8 of this Order for any shortfall in the

State of California - Department of Business Oversight

amount of borrower assistance required by paragraph 3, regardless of whether any

portion of its servicing portfolio has been transferred; and
C.

Not receive credit for any borrower assistance provided by OLS or the

mortgage servicing rights purchasers or OLS's subservicers, if OLS is unable to
27

28

demonstrate evidence of eligible debt forgiveness pursuant to Exhibit 1.
1II
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Release from Prohibition on Acquiring New Mortgage Servicing Rights
N

1 1. OLS shall be released from the prohibition on acquiring new mortgage servicing

3

rights, as provided in paragraph 3 of the January 2015 Consent Order, upon the date of Notice to the

4

Department, pursuant to Paragraph 2(c) of this Order, of payment of the $25,000,000 in paragraph

5

2(a) of this Order.

6

Order to Discontinue Violations

12. Pursuant to California Financial Code section 50321, OLS agrees to not engage in
violations of the applicable state and federal laws and regulations referenced in paragraphs P(i)
through (xix).
10

Engagement and Duties of a Third Party Administrator
13.

12

13

The Department will select, in its discretion, an independent third party administrator

("Administrator"), who will report directly to the Department.
14.

The Administrator shall:

14

a.

15

California borrower assistance provisions contained in paragraph 3 above;
b.

Oversee and report to the Department on OLS's compliance with the

Administer and report to the Department on the distribution of restitution

payments to individual California borrowers pursuant to paragraph 2(a)(i) above;
C.

Oversee and report to the Department on OLS's compliance with the

remediation to California borrowers for OLS's delay in sending time-sensitive letters
pursuant to paragraphs 4 and 5 above; and
d.

Oversee and report to the Department on finalizing OLS's implementation of

the Department-approved Action Plan referenced in paragraph J(iii) above.

State of California - Department of Business Oversight
15.

OLS and the Department agree to fully cooperate with the Administrator by, including

but not limited to, providing the Administrator access to all relevant records necessary to allow the
25

Administrator to fulfill its responsibilities. Any confidential customer information provided to the

26

Administrator by OLS or the Department will remain the property of OLS or the Department,

27

respectively, and will be treated confidentially, subject to the Administrator's reporting requirements

28

and any enforcement action by the Department as outlined in this Order.
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16.
N

OLS and the Department shall provide to the Administrator all information already in

OLS's and the Department's possession and readily available that is reasonably necessary for the

administration of this Order, within a reasonable time after receipt of the request for information.
A

OLS shall warrant to the Department when it supplies information to the Administrator that the
information is complete and accurate to the best of its knowledge. OLS's duty to supply complete and

accurate information shall continue until completion of the final report set forth in paragraph 18.

17.
OC

The Administrator shall utilize appropriate information security protocols to ensure

the privacy of borrower information, and otherwise comply with all applicable privacy laws.

18. The Administrator shall report monthly to the Department and OLS on the status of
10

the Administrator's performance of duties under this Order and OLS's compliance with the terms and

conditions of this Order. For purposes of demonstrating OLS's compliance with the terms of
paragraphs 2 and 4, the Administrator's reporting shall identify the borrower and the amounts paid to

each borrower. After completion of the Administrator's duties, the Administrator shall provide a
14
15

final report to the Department and OLS.
19.

All reasonable costs and expenses of the Administrator, as determined by the

16

Commissioner, including taxes and fees, if any, shall be paid out of the $5,000,000.00 set forth in

17

paragraph 2(a)(ii) and shall not be the responsibility of OLS.

18

20.

The Department shall select the Administrator, in its discretion.

19

21.

The scope and term of the Administrator's work will be consistent with the terms of

20

this Order.

21

Completion of Servicing Practices Review and Implementation of Revised Policies and

22

Procedures

State of California - Department of Business Oversight
23

24
25

26

22.

The engagement of the Auditor, Fidelity Information Systems ("FIS"), as provided for

in the January 2015 Consent Order and memorialized in the July 2015 Letter of Engagement between

FIS and OLS, will be terminated as of the Effective Date of this Order.
23.

The Administrator, referenced in paragraphs 13 through 21 above, shall oversee and

27

report to the Department on the Servicing Practices Review and finalizing OLS's implementation of

28

the Department-approved Action Plan referenced in paragraph J(iii) of this Order and report directly
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to the Department on the implementation of such Action Plan.
24.

During the period in which this Order remains in effect, the approved Action Plan will

W

not be amended or rescinded without the prior written approval of the Department, other than

A

amendments necessary to comply with applicable laws or regulations. The Administrator shall
immediately notify the Department in writing of any changes to the Action Plan required to comply
with applicable laws or regulations.
25.

00

The Administrator will complete the Servicing Practices Review by considering the

Interim Status Report and Ocwen's Response thereto and (i) to the extent that the Administrator
determines that OLS's Response adequately evidences compliance, the issue will be considered

10

closed; and (ii) to the extent that the Administrator determines that OLS's Response does not

11

adequately evidence compliance, then the Administrator will immediately identify to OLS the policy

12

enhancements that are required and the basis therefor, provide OLS an opportunity to meet and

13

confer and, if necessary, cure within sixty (60) days, and ensure implementation of such

14

15

enhancements by OLS.
26.

No later than ninety (90) days after the Department's selection of the Administrator,

16

the Parties, in consultation with the Administrator, will confer and agree on a date for completion of

17

implementation of the policies and procedures identified in the Action Plan.

18

19

Consumer Hotline
27. OLS agrees to build and maintain, for a period of three (3) years, a "hotline" for

20

OLS's California borrowers. The hotline will be an escalation line outside of OLS's ordinary call

21

center workflow, and will route California borrowers to specialized agents familiar with OLS's

22

policies and procedures, and all relevant federal and California laws and regulations. The hotline

State 23
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agents, however, will not be specifically assigned to handle loss mitigation, which will be addressed

24

via OLS's existing customer service model. This hotline will be in place within ninety (90) days of

25

the Effective Date of this Order, with notice provided to the Department when the hotline has been

26

activated. The three (3)-year period will commence from the date OLS provides notice to the

27

Department.

28
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1 Notices
28.
W

A

All communications regarding this Order will be sent to:

Alex M. Calero
Senior Counsel
California Department of Business Oversight
1350 Front Street, Room 2034
San Diego, CA 92101

Timothy M. Hayes

00

9
10

General Counsel
Ocwen Financial Corporation
1661 Worthington Road, Suite 100
West Palm Beach, FL 33409

Donna L. Wilson
Partner
Manatt, Phelps & Phillips, LLP
11355 W. Olympic Boulevard
Los Angeles, CA 90064

OLS must report to the Department any change in the above notice information before the
change or as soon as practicable after learning of the change, whichever is sooner.

Mutual Release and Waiver
29.

The Parties acknowledge and agree this Order is intended to constitute a full, final and

16

complete resolution of any of OLS's violations of federal and California laws and regulations

17

involving California borrowers during the Review Period, and up to and including the Effective Date

18

of this Order.

19

30.

Each Party mutually releases and discharges the other from any and all claims,

20

demands, causes of action, obligations and liabilities of every kind and nature whatsoever which each

21

of the Parties had, or claims to have had, or now has, against the other (including but not limited to

22

claims against individual executives, officers, directors, agents, appointees, representatives and/or

State of California - Department of Business Oversight
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24
25

employees of each Party), whether known or unknown, except those the Parties have specifically
reserved and that are expressly identified in this Order.
31.

This mutual release includes claims asserted by the Department relating to mortgage

26

servicing practices described in this Order. This mutual release further includes, but is not limited to,

27

claims between the Parties which relate to or arise from the January 2015 Consent Order and

28

resulting Compliance Review and Servicing Practices Review, any claims related to the licensing of
-17CONSENT ORDER

OLS, the engagement and payment of the Auditor, or any other conduct of the Parties that occurred,
N

may have occurred, or is alleged to have occurred from January 1, 2012 to the date of execution of

w

this Order ("Released Period"), including those relating to mortgage servicing. The Parties

4

understand and agree that, as to claims that are known to the party when the release is signed, any

U

statutory provisions, including California Civil Code section 1542, that would otherwise apply to

6

limit this general release are hereby waived.

The Parties understand and agree that the claims released in paragraphs 29 through 31 herein

(the "Released Claims") include not only claims presently known to them, but also include all
unknown or unanticipated claims, rights, demands, actions, obligations, liabilities and causes of
10

action of every kind and character that would otherwise occur during the Released Period. Section
1542 of the California Civil Code provides as follows:

A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS, WHICH
THE CREDITOR DOES NOT KNOW OR SUSPECT TO EXIST IN HIS
OR HER FAVOR AT THE TIME OF EXECUTING THE RELEASE,
WHICH IF KNOWN BY HIM OR HER MUST HAVE MATERIALLY

12

13
14

AFFECTED HIS OR HER SETTLEMENT WITH THE DEBTOR.

15

The Parties knowingly and voluntarily waive any and all rights or benefits that they may now

16

have, or in the future may have, under the terms of section 1542 of the California Civil Code.

17

No entity or individual other than OLS and the Department may rely on this release and there

18

are no intended or unintended third party beneficiaries. FIS is not released from any claims belonging

19

to the Department and/or OLS, and nothing in this Order shall be read to be, in any way, a release of

20

claims against FIS.

21

32.

22

The Parties further acknowledge and agree the Commissioner will bring no further

proceedings or actions related to matters resolved by this Order, either under the CRMLA, or any

State of California - Department of Business Oversight
23

other provision of law, except the Commissioner may bring an action to enforce compliance with the

24

terms of this Order. The Commissioner waives the right to bring an action for penalties, including,

25

but not limited to, statutory penalties under California Financial Code sections 50500, 50501,

26

50501.5, and 50513, for any violations of federal or California law, that occurred from July 1, 2015

27

to the Effective Date of this Order. Notwithstanding the foregoing, OLS shall remain responsible for

28

any remediation or restitution to borrowers, and the Commissioner may bring an action for restitution
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for violations of federal or California law under Financial Code section 50513, subdivision (a)(3),
2

that occurred from July 1, 2015 to the Effective Date of this Order after providing notice of the

3

alleged violation to Ocwen and allowing thirty (30) days for Ocwen to meet and confer and cure the

4

alleged violation by providing restitution to borrowers. If it is determined OLS is responsible for

5

restitution for violations that occurred from July 1, 2015 to the Effective Date of this Order, Ocwen

will receive applicable credit for any restitution arising from the same violations already paid to
J
8

9
10

E

borrowers by the Administrator from the funds designated in paragraph 2(a)(i) above. Nothing in this

Order shall bar the Department from conducting additional statutorily required or authorized
examinations of OLS for the period commencing July 1, 2015.
33.

The Parties acknowledge and agree that to the extent the Department enters into an

additional consent order with other regulators and OLS that addresses the same violations of state and

12

federal law and regulations within the Released Period, the $225,000,000.00 of relief provided in this

13

Order, which includes restitution to harmed California borrowers, loan modifications, and monetary

14

penalties, will offset any payment of restitution, loan modifications, or monetary penalties the

15

Department and California borrowers are entitled to receive from OLS as part of any such additional

16

consent order.

17

Non-Compliance with the Order and Notice and Cure Opportunity

18

34.

OLS agrees to comply with this Order and any amendment in writing thereto. It is

19

further understood this Order is binding on the Department and OLS, as well as their successors in

20

interest and assigns, but it specifically does not bind any federal or other state agencies or any law

21

enforcement authorities.

22

35.

OLS must notify the Department of a dissolution, assignment, sale, merger, or other

State of California - Department of Business Oversight
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action that would result in the emergence of a successor company; the creation or dissolution of a

24

subsidiary, parent, or affiliate that engages in any acts or practices subject to this Order; or the filing

25

of any bankruptcy or insolvency proceeding by or against OLS. OLS must provide this notice as soon

26

27

28

as practicable, and at least thirty (30) days before the development, when possible.
36.

OLS agrees that if it fails to comply with paragraphs 2 through 6 of this Order, having

received due notice in writing from the Department of such alleged failure to comply but having
-19CONSENT ORDER

failed to cure during the Cure Period and resulting meet and confer process set forth in paragraph 7,
2

the Department may immediately suspend OLS from lending and servicing under its CRMLA license

w

until the terms of this Order are met.
37.

A

The Parties further agree that the provisions of this Order, including but not limited to

the Department's ability to immediately suspend OLS under paragraph 36 for failure to comply with

paragraphs 2 through 6 of this Order, but excluding paragraph 12 ("Order to Discontinue
Violations"), shall expire three (3) years from the Effective Date of this Order.
38.

While OLS does not admit the alleged violations set forth in the Order other than those

facts deemed necessary to establish the jurisdiction of the Commissioner, OLS agrees the facts and

violations set forth in paragraphs. A to P, above, in this Order may be taken as true without further
proof in any bankruptcy case or subsequent civil litigation the Department may pursue to enforce its
12

rights to any payment or money judgment under the terms of this Order, including but not limited to,

13

any nondischargeability complaint in any bankruptcy proceeding and that this Order shall have

14

collateral estoppel effect in any bankruptcy case.

15

39.

The Parties further acknowledge and agree nothing in this Order shall preclude the

16

Commissioner, or her agents or employees, to the extent required by law, from assisting or

17

cooperating in any investigation and/or action brought by any other federal, state, county, or city

18

agency.

19

Appealability

20

40.

The Commissioner states that she is fully prepared to file an administrative

21

enforcement action based on the allegations contained in this Order. In order to avoid the continuing

22

cost and expense of the pending monitorship and the January 2015 Consent Order, OLS further
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acknowledges its right to an administrative hearing under the CRMLA, including California Financial

24

Code section 50323 in connection with the Order to Discontinue Violations, and in reliance on the

25

notice and cure provisions stated above, waives its right to a hearing with respect to the allegations

26

herein. For the same reasons, OLS further expressly waives any requirement for the filing of an

27

Accusation that may be afforded by the California Administrative Procedure Act, including

28

Government Code section 11415.60, subdivision (b), the California Code of Civil Procedure, or any
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other provision of law in connection with this matter. By waiving such rights, OLS stipulates to this
N

Order becoming final.

41.
A

OLS waives its rights to seek judicial review or otherwise challenge or contest in any

court or tribunal outside the Department the validity or effectiveness of this Order.

Miscellaneous Provisions
42.

The section headings contained in this Order are for reference purposes only and shall

not affect the meaning or interpretation of this Order.

43.

The waiver of any provision of this Order shall not operate to waive any other

provision set forth herein, and any waiver, amendment or change to the terms of this Order must be in
10

writing and signed by the Parties.
44.

The Parties represent and warrant each party has received advice from its attorney(s)

and/or other representatives prior to entering into this Order, and that in executing this Order each
13

party relied solely on the statements set forth herein and the advice of its own counsel and/or

14

representative.

15

16
17

45.

OLS enters this Order voluntarily and acknowledges that no promises or assurances

have been made by the Department or any officer or agent thereof, about this Order.

46.

The Order may be executed in one or more counterparts, each of which shall be an

18

original but all of which, together, shall be deemed to constitute a single document. A fax signature

19

shall be deemed the same as an original signature.

20

21

47. Each signatory represents and warrants that he/she possesses the necessary capacity
and authority to execute this Order and bind the Parties.

22

State of California - Department of Business Oversight
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24
25
26
27

28
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48.
N

This Order shall not become effective until signed by all parties and delivered by the

Commissioner's counsel by email to counsel for OLS.

Dated: 2-/ 2017
A

JAN LYNN OWEN
Commissioner of Business Oversight

BY :

Scar Tyne Oluer
Jan Lynn Owen, Commissioner

Dated:

2017

OCWEN LOAN SERVICING, LLC
10

BY :
12

13
14

Timothy M. Hayes
Executive Vice President, Ocwen Loan Servicing, LLC

APPROVED AS TO FORM;

15

16

Alek M. Calero
Counsel for the Department

17

18

Donna L. Wilson, Manatt, Phelps, and Phillips, LLP
Counsel for Ocwen Loan Servicing, LLC

State of California - Department of Business Oversight
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26
27
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Exhibit 1
A.

Borrower Assistance

Based on the alleged violations discovered during the Compliance Review examination
referenced in the attached Consent Order, OLS hereby agrees to provide $198,000,000.00 in
Debt Forgiveness through loan modifications on first lien and second lien residential mortgage
loans as defined below, to borrowers who meet the eligibility criteria pursuant to the below
provisions.
B.

Loan Modification Criteria
1.

For first lien loan modifications, OLS shall receive credit for every dollar of Debt
Forgiveness except to the extent that state or federal funds paid to OLS in its
capacity as an investor are the source of OLS's credit claim, provided that:

a. At the time the modification is offered, the borrower is at least 30 days
delinquent or otherwise qualifies as being at imminent risk of default due
to his or her financial situation;
b.

The borrower's pre-modification LTV (post-capitalization of any
delinquent charges) is greater than or equal to 80%;

The borrower's payments under the modified terms are current as of 90
days following the implementation of the modification, or are brought
current within 180 days following implementation of modification; and
d. The borrower's post-modification LTV is no greater than 120%, which
may be determined in accordance with the HAMP Principal Reduction
Alternative program.
C.

2.

For second lien loan modifications, OLS shall receive credit toward this
obligation for every dollar of Debt Forgiveness if:

a. At the time the modification is offered, the borrower is at least 30 days
delinquent or otherwise qualifies as being at imminent risk of default due
to his or her financial situation;
b. The borrower's payments under the modified terms are current as of 90

days following the implementation of the modification, or are brought
current within 180 days following implementation of the modification.

C. Calculation of Debt Forgiveness Amounts
1.

OLS shall receive dollar-for-dollar credit for Debt Forgiveness, which consists of
Unpaid Principal Balance ("UPB") Forgiven plus Eligible Capitalized Amounts
Forgiven, as defined below, through loan modifications that meet the criteria
described above.

"Unpaid Principal Balance Forgiven" shall be calculated as the
greater of either (i) zero dollars ($0), or (ii) pre-modification UPB minus posta.

modification UPB.

b.

"Eligible Capitalized Amounts Forgiven" shall be calculated as the
lesser of either (i) Total Amount Forgiven, or (ii) delinquent interest plus escrow
advanced. Escrow advanced shall not include late fees or corporate advances
including foreclosure attorney's fees advanced, foreclosure costs advanced,

bankruptcy attorney's fees advanced, bankruptcy costs advanced, property
valuation fees advanced, or property inspection fees advanced
C.
"Total Amount Forgiven" shall be calculated as pre-modification
total debt minus post-modification UPB.
2.

OLS shall receive credit for all loan modifications described herein which are

Contractually Current at the time the modification is completed in OLS's
servicing system, which is denoted by the "modification completed" system
indicator. "Contractually Current" means less than 30 days delinquent.
3.

OLS shall receive credit for all loan modifications described herein where no
delinquent fees attributable to the borrower exist at the time the modification is
completed in OLS's servicing system, which is denoted by the "modification
completed" system indicator; or, to the extent any delinquent fees did exist at that
time, those fees were subsequently waived by OLS. For additional costs that may
be incurred post modification effective date, and all escrow advances assessed

after the modification date, those costs will still be owed by the borrower and
OLS shall not be prevented from receiving credit for the modification.

D.

Other Requirements
1.

OLS shall not, in the ordinary course, require a borrower to waive or release legal
claims and defenses as a condition of approval for a loan modification under these
borrower assistance requirements. However, nothing herein shall preclude OLS
from requiring a waiver or release of legal claims and defenses with respect to a
loan modification offered in connection with the resolution of a contested claim,
when the borrower would not otherwise have qualified for that loan modification
under existing servicer programs.

2.

OLS shall be entitled to receive credits towards its $198,000,000.00 borrower
assistance commitment for modifications where the modification effective date is
on or after July 1, 2016. The modification effective date shall be defined as the
date of the borrower's first modified payment.

3.

If OLS fails to meet the $198,000,000.00 borrower assistance commitment as set
forth in these borrower assistance requirements within the three (3) year period
ending June 30, 2019, then OLS shall pay a cash penalty in an amount equal to
the unmet commitment amount, subject to the requirements in paragraph 12 of the
Consent Order. In the event there is a material change in market conditions that

OLS can demonstrate makes it unable to meet the $198,000,000 borrower
assistance commitment notwithstanding its good faith efforts to do so, the Parties

commit to engage in good faith discussions regarding an extension or other
modification of the terms of this commitment.

4.

OLS agrees that it will not implement any of the borrower assistance requirements
described herein through policies that discriminate against any protected class of
borrowers. This provision shall not preclude OLS from implementing programs
to assist borrowers facing language access barriers, or programs targeting regions
with higher delinquency rates or higher proportions of underwater mortgages.

5.

Satisfaction of these borrower assistance requirements by OLS in accordance with
the Consent Order in connection with any residential mortgage loan is expressly
subject to, and shall be interpreted in accordance with, as applicable, the terms
and provisions of the Servicer Participation Agreement with the U.S. Department
of Treasury, any servicing agreement, subservicing agreement under which OLS

services for others, special servicing agreement, mortgage or bond insurance
policy or related agreement or requirements to which OLS is a party and by which
it or its servicing affiliates are bound pertaining to the servicing or ownership of

the mortgage loans, including without limitation the requirements, binding
directions, or investor guidelines of the applicable investor (such as Fannie Mae

or Freddie Mac), mortgage or bond insurer, or credit enhancer, provided,
however, that the inability of OLS to offer a type, form or feature of the borrower
assistance by virtue of an Applicable Requirement shall not relieve OLS of its
aggregate borrower assistance obligations imposed by the Consent Order, i.e.,
OLS must satisfy such obligations through the offer of other types, forms or

features of borrower assistance that are not limited by such Applicable
Requirement. The term Applicable Requirements is defined as (a) applicable
federal, state and local laws, rules and regulations, (b) the terms of the applicable

mortgage loan documents, (c) section 201 of the Helping Families Save Their
Homes Act of 2009, and (d) the terms and provisions of the Servicer Participation

Agreement with the Department of Treasury, any servicing agreement,
subservicing agreement under which OLS services for others, special servicing

agreement, mortgage or bond insurance policy or related agreement or
requirements to which OLS is a party and by which it or its servicing is bound
pertaining to the servicing or ownership of the mortgage loans, including without
limitation the requirements, binding directions, or investor guidelines of the
applicable investor (such as Fannie Mae or Freddie Mac), mortgage or bond
insurer, or credit enhancer.
6.

OLS shall not receive any credit under these borrower assistance requirements for
any federal or state incentive payments received by OLS for modifications made
under federal or proprietary programs.

w

