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FORWARD-LOOKING STATEMENTS
This Annual Report contains forward-looking statements within the meaning of Section 27A of the Securities Act of
1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. All statements, other than
statements of historical fact included in this report, including, without limitation, statements regarding our financial
position, business strategy and other plans and objectives for our future operations, are forward-looking statements.
These statements include declarations regarding our management’s beliefs and current expectations. In some cases, you
can identify forward-looking statements by terminology such as “may,” “will,” “should,” “could”, “intend,” “consider,” “expect,”
“plan,” “anticipate,” “believe,” “estimate,” “predict” or “continue” or the negative of such terms or other comparable terminology.
Forward-looking statements by their nature address matters that are, to different degrees, uncertain. Our business has
been undergoing substantial change, which has magnified such uncertainties. Readers should bear these factors in
mind when considering forward-looking statements and should not place undue reliance on such statements.
Forward-looking statements involve a number of assumptions, risks and uncertainties that could cause actual results to
differ materially from those suggested by such statements. In the past, actual results have differed from those
suggested by forward looking statements and this may happen again. Important factors that could cause actual results
to differ include, but are not limited to, the risks discussed in “Risk Factors” and the following:

•

uncertainty related to claims, litigation and investigations brought by government agencies and private parties
regarding our servicing, foreclosure, modification, origination and other practices, including uncertainty related to
past, present or future investigations and settlements with state regulators, the Consumer Financial Protection Bureau
(CFPB), State Attorneys General, the Securities and Exchange Commission (SEC), the Department of Justice or the
Department of Housing and Urban Development (HUD) and actions brought under the False Claims Act by private
parties on behalf of the United States of America regarding incentive and other payments made by governmental
entities;
•adverse effects on our business as a result of regulatory investigations or settlements;
•reactions to the announcement of such investigations or settlements by key counterparties;
•increased regulatory scrutiny and media attention;
•any adverse developments in existing legal proceedings or the initiation of new legal proceedings;
•our ability to effectively manage our regulatory and contractual compliance obligations;

•
the adequacy of our financial resources, including our sources of liquidity and ability to sell, fund and recover
advances, repay borrowings and comply with our debt agreements, including the financial and other covenants
contained in them;

•our servicer and credit ratings as well as other actions from various rating agencies, including the impact of prior or
future downgrades of our servicer and credit ratings;
•volatility in our stock price;
•the characteristics of our servicing portfolio, including prepayment speeds along with delinquency and advance rates;

•our ability to contain and reduce our operating costs, including our ability to successfully execute on our cost
improvement initiative;
•our ability to successfully modify delinquent loans, manage foreclosures and sell foreclosed properties;

• uncertainty related to legislation, regulations, regulatory agency actions, regulatory examinations, government
programs and policies, industry initiatives and evolving best servicing practices;

•our dependence on New Residential Investment Corp. (NRZ) for a substantial portion of our advance funding for
non-agency mortgage servicing rights;
•uncertainties related to our long-term relationship with NRZ;
•the loss of the services of our senior managers;

•uncertainty related to general economic and market conditions, delinquency rates, home prices and disposition
timelines on foreclosed properties;

•
uncertainty related to the actions of loan owners and guarantors, including mortgage-backed securities investors, the
Government National Mortgage Association (Ginnie Mae), trustees and government sponsored entities (GSEs),
regarding loan put-backs, penalties and legal actions;
•
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our ability to comply with our servicing agreements, including our ability to comply with our seller/servicer
agreements with GSEs and maintain our status as an approved seller/servicer;

•
uncertainty related to the GSEs substantially curtailing or ceasing to purchase our conforming loan originations or the
Federal Housing Administration (FHA) of the Department of Housing or Department of Veterans Affairs (VA)
ceasing to provide insurance;

•uncertainty related to the processes for judicial and non-judicial foreclosure proceedings, including potential
additional costs or delays or moratoria in the future or claims pertaining to past practices;
•our reserves, valuations, provisions and anticipated realization on assets;

2
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•uncertainty related to the ability of third-party obligors and financing sources to fund servicing advances on a timely
basis on loans serviced by us;

•uncertainty related to the ability of our technology vendors to adequately maintain and support our systems, including
our servicing systems, loan originations and financial reporting systems;
•our ability to effectively manage our exposure to interest rate changes and foreign exchange fluctuations;
•uncertainty related to our ability to adapt and grow our business, including our new business initiatives;
•our ability to meet capital requirements established by regulators or counterparties;
•uncertainties related to the cost of monitors and the length of monitorships;

•our ability to protect and maintain our technology systems and our ability to adapt such systems for future operating
environments;
•failure of our internal information technology and other security measures or breach of our privacy protections; and
•uncertainty related to the political or economic stability of foreign countries in which we have operations.
Further information on the risks specific to our business is detailed within this report, including under “Risk Factors.”
Forward-looking statements speak only as of the date they were made and we disclaim any obligation to update or
revise forward-looking statements whether as a result of new information, future events or otherwise.

3
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PART I
ITEM 1. BUSINESS
When we use the terms “Ocwen,” “OCN,” “we,” “us” and “our,” we are referring to Ocwen Financial Corporation and its
consolidated subsidiaries.
OVERVIEW
We are a financial services company that services and originates loans. Our goal is to be a world-class asset
origination and servicing company that delivers service excellence to our customers and strong returns to our
shareholders. In order to achieve this goal, our strategic plan includes the following objectives:

•

Asset Generation - Transform Ocwen over time by reinvesting cash flows generated by the servicing business to grow
not only our residential mortgage lending business but also our other new business lines such as our Automotive
Capital Services (ACS) business, which we believe can diversify our income profile and drive Ocwen’s return to
sustainable profitability. We believe asset generation, through our residential mortgage lending business and our ACS
business, will be Ocwen’s primary drivers of growth for the future.

•

Continuous Cost Improvement - Improve our cost structure as part of an organization-wide initiative to return Ocwen
to profitability. In addition, we take our commitments to enhancing the borrower experience, maintaining a strong risk
and compliance infrastructure and delivering strong loss mitigation results very seriously and, accordingly, we
continue to make appropriate investments in those important areas even as we continue to optimize our cost structure
through productivity improvements and other initiatives. In addition, part of our cost improvement objective includes
resolving our legacy litigation and regulatory matters.

•

Our Culture - Actively foster a strong and positive culture of compliance, risk management, ethical behavior and
service excellence. Our success ultimately depends on the strength of our relationships with our customers and our
regulators. We strongly believe ourselves to be partners in the homeownership process and are committed to helping
borrowers in every permissible way, all within an appropriate risk and compliance environment.
We are headquartered in West Palm Beach, Florida with offices located throughout the United States (U.S.) and in the
United States Virgin Islands (USVI) and operations in India and the Philippines. Ocwen Financial Corporation is a
Florida corporation organized in February 1988. With our predecessors, we have been servicing residential mortgage
loans since 1988. We have been originating forward mortgage loans since 2012 and reverse mortgage loans since
2013. In 2015, we began originating short-term loans to independent used car dealers.
BUSINESS LINES
Servicing and Lending are our primary lines of business. Our ACS business and other business activities that are
currently individually insignificant are included in the Corporate Items and Other segment.
Servicing
Our Servicing business is primarily comprised of our core residential mortgage servicing business and currently
accounts for the majority of our total revenues. Our servicing clients include some of the largest financial institutions
in the U.S., including the Federal National Mortgage Association (Fannie Mae) and the Federal Home Loan Mortgage
Corporation (Freddie Mac) (each, an Agency or, collectively, the GSEs), the Government National Mortgage
Association (Ginnie Mae) and non-Agency residential mortgage-backed securities (RMBS) trusts. As of
December 31, 2016, our residential servicing portfolio consisted of 1,393,766 loans with an unpaid principal balance
(UPB) of $209.1 billion.
We are a leader in the servicing industry in foreclosure prevention and loss mitigation that helps families stay in their
homes and improves financial outcomes for investors. Our leadership in the industry is evidenced by our high cure
rate for delinquent loans and above average rate of continuing performance by homeowners whose loans we have
modified. Ocwen has provided 20% of the loan modifications under the Federal Government’s Home Affordable
Modification Program (HAMP) – more than any other mortgage servicer and 53% more than the next highest servicer,
according to data published in the U.S. Treasury’s Making Home Affordable Third Quarter 2016 Program Performance
Report. In the same report, Ocwen also received a three-star rating, the highest rating, across all but one of the
compliance categories that the U.S. Treasury evaluates. Overall, Ocwen completed over 718,000 loan modifications
from January 1, 2008 through December 31, 2016.
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Servicing involves the collection and remittance of principal and interest payments received from borrowers, the
administration of mortgage escrow accounts, the collection of insurance claims, the management of loans that are
delinquent or in foreclosure or bankruptcy, including making servicing advances, evaluating loans for modification
and other loss mitigation activities and, if necessary, foreclosure referrals and the sale of the underlying mortgaged
property following foreclosure (real estate owned or REO) on behalf of mortgage loan investors or other servicers.
Master servicing involves the collection of payments from servicers and the distribution of funds to investors in
mortgage and asset-backed securities and whole loan
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packages. We earn contractual monthly servicing fees (which are typically payable as a percentage of UPB) pursuant
to servicing agreements as well as other ancillary fees in connection with our servicing activities.
We own mortgage servicing rights (MSRs) outright, where we receive all of the servicing economics, and we
subservice on behalf of other institutions that own the MSRs or Rights to MSRs, in which case we earn a fee for
performing the subservicing activities. Special servicing is a component form of subservicing where we generally
manage only delinquent loans on behalf of a loan owner. The owners of MSRs or Rights to MSRs may choose to
retain Ocwen as a subservicer instead of servicing the MSRs themselves for a variety of reasons, including the lack of
a servicing platform or the necessary capacity or expertise to service some or all of their MSRs. We typically earn
subservicing and special servicing fees either as a percentage of UPB or on a per loan basis.
Servicing advances are an important component of our business and are amounts that we, as servicer, are required to
advance to, or on behalf of, our servicing clients if we do not receive such amounts from borrowers. These amounts
include principal and interest payments, property taxes and insurance premiums and amounts to maintain, repair and
market real estate properties on behalf of our servicing clients. Most of our advances have the highest reimbursement
priority such that we are entitled to repayment of the advances from the loan or property liquidation proceeds before
most other claims on these proceeds. The costs incurred in meeting advancing obligations consist principally of the
interest expense incurred in financing the advance receivables and the costs of arranging such financing.
Reducing delinquencies is important to our business because it enables us to recover advances and recognize
additional ancillary income, such as late fees, which we do not recognize on delinquent loans until they are brought
current. Performing loans also require less work and are thus generally less costly to service. While increasing
borrower participation in loan modification programs is a critical component of our ability to reduce delinquencies,
the persistence of those modifications to remain current is also an important factor.
While our Servicing business grew rapidly via portfolio and business acquisitions during the period 2010 through
2013, we have made no significant acquisitions since that time. Our growth ceased primarily as a result of significant
regulatory scrutiny, which resulted in our settlements with the New York Department of Financial Services (NY DFS)
in December 2014 and the California Department of Business Oversight (CA DBO) in January 2015, which are
discussed in greater detail in the Regulation section below. These settlements have significantly impacted our ability
to grow our servicing portfolio, which naturally decreases over time through portfolio runoff, because we agreed to
restrictions in our consent orders with the NY DFS and CA DBO that effectively prohibited future acquisitions of
servicing. The CA DBO restrictions have now been lifted. However, we are still subject to restrictions under the NY
DFS consent order. If we are successful in removing regulatory restrictions on acquisitions of servicing, we would
consider acquiring servicing if we view the purchase price and other terms to be attractive. Generally, we would
benefit from economies of scale if we were able to increase the size of our servicing portfolio.
During 2015, we implemented a strategy to sell a portion of our Agency MSRs to reduce our exposure to interest rate
movements, monetize significant unrealized value and generate significant liquidity. We also desired to refocus our
business on non-Agency servicing. In a series of performing and non-performing MSR sales completed in 2015, we
sold $87.6 billion of UPB of MSRs, generating gains of $83.9 million. We may enter into additional asset sales from
time to time, if we view sale prices and other sale terms to be attractive.
Lending
In our Lending business, we originate and purchase conventional (conforming to the underwriting standards of the
GSEs, collectively Agency loans) and government-insured (insured by the Federal Housing Administration (FHA) or
Department of Veterans Affairs (VA)) forward mortgage loans through the correspondent, wholesale and retail
lending channels of our Homeward Residential, Inc. (Homeward) operations. Per-loan margins vary by channel, with
correspondent typically being the lowest margin and retail the highest margin. After origination, we generally package
and sell the loans in the secondary mortgage market, through GSE and Ginnie Mae guaranteed securitizations and
whole loan transactions. We typically retain the associated MSRs, providing the Servicing business with a source of
new MSRs to replenish our servicing portfolio and partially offset the impact of amortization and prepayments.
We also originate and purchase Home Equity Conversion Mortgages (HECM or reverse mortgage loans) insured by
the FHA through our Liberty Home Equity Solutions, Inc. (Liberty) operations. Loans originated under this program
are guaranteed by the FHA, which provides investors with protection against risk of borrower default. The reverse
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mortgage channel provides both current period and future period gain on sale revenue from new originations as a
result of subsequent tail draws taken by the borrower. While we focus on current period reported earnings, we also
utilize our market experience to invest in future asset value when returns are at attractive levels. These future cash
flows are not guaranteed but viewed as probable given our historic asset quality and slow prepayment speeds.
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Wholesale Lending. We originate loans through a network of approved brokers. Brokers are subject to a formal
approval and monitoring process. We underwrite all loans originated through this channel consistent with the
underwriting standards required by the ultimate investor prior to funding.
Correspondent Lending. Our forward and reverse correspondent lending channels purchase mortgage loans that have
been originated by a network of approved third-party lenders.
All of the lenders participating in our correspondent lending program are approved by senior lending and credit
management executives. We also employ an ongoing monitoring and renewal process for participating lenders that
includes an evaluation of the performance of the loans they have sold to us. We perform a variety of pre- and
post-funding review procedures to ensure that the loans we purchase conform to our requirements and to the
requirements of the investors to whom we sell loans.
Retail Lending. We originate forward and reverse mortgage loans directly with borrowers through our retail lending
business. Our retail lending business benefits from our significant servicing portfolio by offering refinance options to
qualified borrowers seeking to lower their mortgage payments. Depending on borrower eligibility, we refinance
eligible customers into conforming or government-insured products. We also are increasing our ability to originate
retail loans to non-Ocwen servicing customers through various marketing channels and a centralized call center.
Through lead campaigns and direct marketing, the retail channel seeks to convert leads into higher margin loans in a
cost efficient manner.
We provide customary origination representations and warranties to investors in connection with our loan sales and
securitization activities. We receive customary origination representations and warranties from our network of
approved originators in connection with loans we purchase through our correspondent lending channel. We recognize
the fair value of the liability for our representations and warranties at the time of sale. In the event we cannot remedy a
breach of a representation or warranty, we may be required to repurchase the loan or provide an indemnification
payment to the investor. To the extent that we have recourse against a third-party originator, we may recover part or
all of any loss we incur.
In 2016, our Lending business originated or purchased forward and reverse mortgage loans with a UPB of $4.2 billion
and $825.5 million, respectively. We do not currently expect to originate loans not considered qualified mortgages
(Qualified Mortgages) by the CFPB, although we will continue to evaluate our position as market and investor
demand develops.
We believe our residential mortgage lending business can be a primary driver of growth for the future. We are focused
on expanding our proprietary loan origination system to give us a technological and customer service edge, building
out a profitable retail channel, increasing recapture rates on our existing servicing portfolio and expanding our broker
business nationwide. Our servicing business has historically generated significant amounts of cash, and we intend to
invest a portion of that cash to grow our lending business.
Automotive Capital Services
ACS provides short-term inventory-secured loans to independent used car dealers to finance their inventory. Loans are
typically outstanding for 30 to 60 days and structured as lines of credit on which the dealerships can draw to finance
inventory purchases. We are generally offering credit lines ranging from $200,000 to $6.5 million. ACS had credit
lines for $83.8 million as of December 31, 2016, with $39.5 million drawn as of such date. While ACS currently funds
new originations with available corporate cash, we are actively working on establishing warehouse line financing to
fund new volumes and eventually anticipate launching securitizations when loan volume and market conditions
permit. As of December 31, 2016, ACS was operating in thirty-five markets across twenty-four states with sixty-four
dealers.
We believe our ACS business can be a driver of growth for the future as it potentially offers the ability to lend at
attractive interest rates and to earn a similar amount in administrative and other fees charged to dealers. However, to
be successful, we believe that our ACS business will need to grow rapidly and achieve substantial scale without
average loan defaults exceeding low single digit percentages. The business will also benefit if we are able to execute
successfully on our plans to establish funding lines for this business through securitization of our loans to dealerships.
To the extent we believe it will produce appropriate returns, we intend to use a portion of the cash generated by our
servicing business to grow our ACS business.
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The results of operations for each of our reportable operating segments (Servicing, Lending and Corporate Items and
Other) are included in the individual business operations sections of Management’s Discussion and Analysis of
Financial Condition and Results of Operations. Financial information related to reportable operating segments is
provided in Note 22 — Business Segment Reporting.
REGULATION
Our business is subject to extensive oversight and regulation by federal, state and local governmental authorities,
including the CFPB, the Department of Housing and Urban Development (HUD) and various state agencies that
license, audit and conduct examinations of our loan servicing, origination and collection activities. In addition, we
operate under a number of regulatory settlements that subject us to ongoing monitoring or reporting. From time to
time, we also receive requests
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(including requests in the form of subpoenas and civil investigative demands) from federal, state and local agencies
for records, documents and information relating to the policies, procedures and practices of our loan servicing,
origination and collection activities. The GSEs and their conservator, the Federal Housing Finance Authority (FHFA),
Ginnie Mae, the United States Treasury Department, various investors, non-Agency securitization trustees and others
also subject us to periodic reviews and audits.
In the current regulatory environment, we have faced and expect to continue to face heightened regulatory and public
scrutiny as an organization as well as stricter and more comprehensive regulation of the entire mortgage sector. We
continue to work diligently to assess and understand the implications of the regulatory environment in which we
operate and to meet the requirements of the changing environment in which we operate. We devote substantial
resources to regulatory compliance, while, at the same time, striving to meet the needs and expectations of our
customers, clients and other stakeholders. Our failure to comply with applicable federal, state and local laws,
regulations and licensing requirements could lead to any of the following:
•loss of our licenses and approvals to engage in our servicing and lending businesses;
•governmental investigations and enforcement actions;
•administrative fines and penalties and litigation;

•civil and criminal liability, including class action lawsuits and actions to recover incentive and other payments made
by governmental entities;
•breaches of covenants and representations under our servicing, debt or other agreements;
•damage to our reputation;
•inability to raise capital; or
•inability to execute on our business strategy.
We must comply with a large number of federal, state and local consumer protection laws including, among others,
the Dodd-Frank Wall Street Reform and Consumer Protection Act (the Dodd-Frank Act), the Gramm-Leach-Bliley
Act, the Fair Debt Collection Practices Act, the Real Estate Settlement Procedures Act (RESPA), the Truth in Lending
Act (TILA), the Fair Credit Reporting Act, the Servicemembers Civil Relief Act, the Homeowners Protection Act, the
Federal Trade Commission Act, the Telephone Consumer Protection Act, the Equal Credit Opportunity Act, as well as
individual state licensing and foreclosure laws and federal and local bankruptcy rules. These statutes apply to many
facets of our business, including loan origination, default servicing and collections, use of credit reports, safeguarding
of non-public personally identifiable information about our customers, foreclosure and claims handling, investment of
and interest payments on escrow balances and escrow payment features, and mandate certain disclosures and notices
to borrowers. These requirements can and do change as statutes and regulations are enacted, promulgated, amended,
interpreted and enforced.
Since the financial crisis that began in 2007, the trend among federal, state and local lawmakers and regulators has
been toward increasing laws, regulations and investigative proceedings with regard to residential mortgage lenders
and servicers. Over the past few years, state and federal lawmakers and regulators have adopted a variety of new or
expanded laws and regulations and recommended practices, including the Dodd-Frank Act, which created the CFPB
as a new federal entity responsible for regulating consumer financial services. Since its formation, the CFPB has taken
a very active role in the mortgage industry, and its rule-making and regulatory agenda relating to loan servicing and
origination continues to evolve. Individual states have also been active, as have other regulatory organizations such as
the Multistate Mortgage Committee (MMC), a multistate coalition of various mortgage banking regulators. We also
believe there has been a shift among certain regulators towards a broader view of the scope of regulatory oversight
responsibilities with respect to mortgage lenders and servicers. In addition to their traditional focus on licensing and
examination matters, certain regulators have begun to make observations, recommendations or demands with respect
to areas such as corporate governance, safety and soundness and risk and compliance management.
The CFPB and state regulators have also increasingly focused on the use and adequacy of technology in the mortgage
servicing industry. In June 2016, the CFPB issued a special edition supervision report that stressed the need for
mortgage servicers to assess and make necessary improvements to their information technology systems in order to
ensure compliance with the CFPB’s mortgage servicing requirements. The NY DFS also issued proposed
Cybersecurity Requirements for Financial Services Companies, which are scheduled to take effect in March 2017, and
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which will require banks, insurance companies, and other financial services institutions regulated by the NY DFS to
establish and maintain a cybersecurity program designed to protect consumers and ensure the safety and soundness of
New York State’s financial services industry.
New regulatory and legislative measures, or changes in enforcement practices, including those related to the
technology we use, could, either individually or in the aggregate, require significant changes to our business practices,
impose additional costs on us, limit our product offerings, limit our ability to efficiently pursue business opportunities,
negatively impact asset values or reduce our revenues.
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We are subject to a number of ongoing federal and state regulatory examinations, consent orders, inquiries,
subpoenas, civil investigative demands, requests for information and other actions, which could result in further
adverse regulatory action against us.
CFPB
We are currently engaged with the CFPB in efforts to resolve certain concerns the CFPB has expressed relating to our
servicing practices and technology. These concerns primarily stemmed from a CFPB examination of us that began in
2014. Our negotiations with the enforcement staff of the CFPB could result in a consent order with the CFPB and
could entail payment of monetary amounts by us or injunctive relief, among other consequences. In accordance with
the Financial Accounting Standards Board’s Accounting Standards Codification 450 (ASC 450), we have accrued
$12.5 million as of December 31, 2016 as a result of our negotiations with the CFPB. We have not reached any
agreement with the CFPB and cannot predict whether or when we may reach such an agreement. If we are unable to
agree upon a resolution, the CFPB could bring an adversarial enforcement action against us. An adversarial
enforcement action could be costly to defend, could adversely affect our reputation and could adversely impact our
relationships with counterparties, including lenders, among other consequences. Accordingly, whether or not we reach
an agreement after discussions with the CFPB, it is possible that we could incur losses that materially exceed the
amount accrued as of December 31, 2016, and the resolution of the matters raised by the CFPB could have a material
adverse impact on our business, reputation, financial condition, liquidity and results of operations.
New York Department of Financial Services
In December 2014, we entered into a consent order (the NY Consent Order) with the NY DFS as a result of an
investigation relating to Ocwen’s servicing of residential mortgages.
The settlement contained monetary and non-monetary provisions, including the appointment of a third-party
Operations Monitor to monitor various aspects of our operations and restrictions on our ability to acquire MSRs that
effectively prohibit any such future acquisitions until we have satisfied certain specified conditions. The Operations
Monitor was appointed in March 2015 for a two-year period, extendable for one year at the discretion of the NY DFS.
We must pay all reasonable and necessary costs of the Operations Monitor. The expenses associated with the
Operations Monitor have and will continue to impact us, as the expenses are substantial and we have limited ability to
control, monitor or contest the Operation Monitor’s charges.
We continue to work with the Operations Monitor. If we are found to have breached the terms of the NY Consent
Order or if the NY DFS or the Operations Monitor were to allege non-compliance with New York laws or regulations,
we could become subject to financial penalties or other regulatory action could be taken against us. The Operations
Monitor also makes recommendations to Ocwen on various operational and governance matters. If we do not address
such recommendations in a manner deemed satisfactory by the Operations Monitor and the NY DFS, we could be
subject to additional scrutiny by the Operations Monitor or the NY DFS or other regulatory action could be taken
against us.
California Department of Business Oversight
In January 2015, Ocwen Loan Servicing, LLC (OLS) entered into a consent order (the 2015 CA Consent Order) with
the CA DBO relating to our failure to produce certain information and documents during a routine licensing
examination. The order contained monetary and non-monetary provisions, including the appointment of an
independent third-party auditor (the CA Auditor) to assess OLS’ compliance with laws and regulations impacting
California borrowers and a prohibition on acquiring any additional MSRs for loans secured in California. We were
also required to pay all reasonable and necessary costs of the CA Auditor, and these costs were substantial.
On February 17, 2017, OLS, and two other subsidiaries, Ocwen Business Solutions, Inc. (OBS) and Ocwen Financial
Solutions Private Limited (OFSPL), reached an agreement, in three consent orders (collectively, the 2017 CA Consent
Order), with the CA DBO that terminated the 2015 CA Consent Order and resolved open matters between the CA
DBO and OLS, OBS and OFSPL, including certain matters relating to OLS’ servicing practices and the licensed
activities of OBS and OFSPL. The 2017 CA Consent Order does not involve any admission of wrongdoing by OLS,
OBS or OFSPL. The 2017 CA Consent Order also contains certain monetary and non-monetary provisions, including
the following:
•
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Ocwen agrees to make a cash settlement payment of $25.0 million to the CA DBO, comprised of $20.0 million for the
CA DBO to distribute to Ocwen serviced borrowers at its discretion and $5.0 million in costs, fees, and penalties. We
initially accrued $25.0 million as of September 30, 2016. Additionally, OFSPL and OBS agreed to pay $350,000 in
the aggregate as a penalty.

•

Ocwen will provide $198.0 million in debt forgiveness through loan modifications to California borrowers over three
years, commencing on July 1, 2016. Ocwen’s loan modifications are designed to be sustainable for homeowners while
providing an estimated net present value for mortgage loan investors that is superior to that of foreclosure. Debt
forgiveness as part of a loan modification is determined on a case-by-case basis in accordance with the applicable
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servicing agreement. Debt forgiveness does not involve an expense to Ocwen other than the operating expense
incurred in arranging the modification, which is part of Ocwen’s role as loan servicer.
•The 2017 CA Consent Order rescinds the prohibition on Ocwen acquiring MSRs for loans secured in California.
•The CA Auditor appointment under the 2015 CA Consent Order is terminated.
•OLS, OBS and OFSPL were released from claims relating to the matters covered by the 2017 CA Consent Order.  

• Ocwen will update certain policies and procedures pursuant to an action plan, which was agreed upon with the
CA Auditor prior to the termination of its appointment.

•
Ocwen agrees to attempt to contact 19,295 California borrowers who did not respond to its initial voluntary
solicitation of borrowers who may have been affected by issues disclosed in 2014 relating to erroneously dated
borrower correspondence. 

•Ocwen agrees to establish and maintain a hotline for its California borrowers for three years to supplement Ocwen’s
primary customer service center operations.

•
The CA DBO will select, engage and pay a third party administrator to confirm that Ocwen completes its
commitments under the 2017 CA Consent Order. All costs and expenses of the administrator will be paid by the CA
DBO.
Ocwen National Mortgage Settlement
In December 2013, we entered into a settlement with the CFPB and various state attorneys general and other state
agencies that regulate the mortgage servicing industry relating to various allegations regarding deficient mortgage
servicing practices, including those with respect to foreclosures (the Ocwen National Mortgage Settlement). The
settlement contained monetary and non-monetary provisions, including quarterly testing on various metrics to ensure
compliance with the Ocwen National Mortgage Settlement.
The Office of Mortgage Settlement Oversight (OMSO) reports have detailed a number of instances where our testing
has exceeded the applicable error rate threshold for a metric. Exceeding the metric error rate threshold for the first
time does not result in a violation of the settlement, but rather it is deemed a “potential violation” which then is subject
to a cure period following submission, approval, and completion of a corrective action plan (CAP) to OMSO. Any
further fails in the cure period or the quarter following that cure period would subject us to financial penalties. These
penalties start at an amount of not more than $1.0 million for the first uncured violation and increase to an amount of
not more than $5.0 million for the second uncured violation for certain metrics. In addition, in the event of substantial
noncompliance with the settlement’s servicing standards, it is possible that a party to the settlement could bring an
action to enforce the terms of the settlement and seek to impose on us a broader range of financial, injunctive or other
penalties.
We continue to work with OMSO on ongoing testing and CAPs. While, to date, these issues have not resulted in
financial or other penalties, if we are found to have breached the Ocwen National Mortgage Settlement, we could
become subject to financial penalties or other regulatory action could be taken against us.
State Licensing and Other Matters
Our licensed entities are required to renew their licenses, typically on an annual basis, and to do so they must satisfy
the license renewal requirements of each jurisdiction, which generally include financial requirements such as
providing audited financial statements or satisfying minimum net worth requirements and non-financial requirements
such as examinations as to the licensee’s compliance with applicable laws and regulations. Failure to satisfy any of the
requirements to which our licensed entities are subject could result in a variety of regulatory actions ranging from a
fine, a directive requiring a certain step to be taken, a suspension or ultimately a revocation of a license, any of which
could have a material adverse impact on our results of operations and financial condition. In addition, we receive
information requests and other inquiries, both formal and informal in nature, from our state financial regulators as part
of their general regulatory oversight of our origination and servicing businesses. We also regularly engage with state
attorneys general and the CFPB to respond to information requests and other inquiries. Many of our regulatory
engagements arise from a complaint that the entity is investigating, although some are formal investigations or
proceedings. The GSEs and their conservator, FHFA, HUD, FHA, VA, Ginnie Mae, the United States Treasury
Department, and others also subject us to periodic reviews and audits. We have in the past resolved, and may in the
future resolve, matters via consent orders or payment of monetary amounts to settle issues identified in connection

Edgar Filing: OCWEN FINANCIAL CORP - Form 10-K

18



with examinations or regulatory or other oversight activities.
On occasion, we engage with state Attorneys General and the Department of Justice on various matters. For example,
Ocwen is currently in receipt of a civil investigative demand from the Massachusetts Attorney General’s Office
requesting information relating to our servicing practices.
To the extent that an examination, monitorship, audit or other regulatory engagement results in an alleged failure by
us to comply with applicable law, regulation or licensing requirement, or if allegations are made that we have failed to
comply with the commitments we have made in connection with our regulatory settlements (including commitments
under any CAPs under such settlements) or if other regulatory actions of a similar or different nature are taken in the
future against us, this could lead
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to (i) loss of our licenses and approvals to engage in our servicing and lending businesses, (ii) governmental
investigations and enforcement actions, (iii) administrative fines and penalties and litigation, (iv) civil and criminal
liability, including class action lawsuits and actions to recover incentive and other payments made by governmental
entities, (v) breaches of covenants and representations under our servicing, debt or other agreements, (vi) damage to
our reputation, (vii) inability to raise capital and (viii) inability to execute on our business strategy. Any of these
occurrences could increase our operating expenses and reduce our revenues, hamper our ability to grow or otherwise
materially and adversely affect our business, reputation, financial condition, liquidity and results of operations.
Finally, there are a number of foreign laws and regulations that are applicable to our operations in India and the
Philippines, including laws and regulations that govern licensing, employment, safety, taxes and insurance and laws
and regulations that govern the creation, continuation and the winding up of companies as well as the relationships
between shareholders, our corporate entities, the public and the government in these countries. Non-compliance with
the laws and regulations of India or the Philippines could result in (i) restrictions on our operations in these counties,
(ii) fines, penalties or sanctions or (iii) reputational damage.
COMPETITION
The financial services markets in which we operate are highly competitive. We compete with large and small financial
services companies, including bank and non-bank entities, in the servicing and lending markets. Large banks such as
Wells Fargo, JPMorgan Chase, Bank of America and Citibank are generally the largest participants in these markets,
although we also compete against other large non-bank servicers such as Nationstar Mortgage LLC and Walter
Investment Management.
In the servicing industry, we compete on the basis of price, quality and counterparty risk. Potential counterparties also
(1) assess our regulatory compliance track record and examine our systems and processes for maintaining and
demonstrating regulatory compliance, and (2) consider our third-party servicer ratings. Certain of our competitors,
especially large banks, may have substantially lower costs of capital and greater financial resources, which makes it
challenging to compete. We believe that our competitive strengths flow from our ability to control and drive down
delinquencies through the use of proprietary technology and processes and our lower cost to service non-performing,
non-Agency loans. Notwithstanding these strengths, we have suffered reputational damage as a result of our
regulatory settlements and the associated scrutiny of our business. We believe this has weakened our competitive
position against both our bank and non-bank servicing competitors. In addition, our NY DFS consent order effectively
prohibits us from competing in the market for bulk servicing acquisitions at this time.
In the lending industry, we face intense competition in most areas, including product offerings, rates, fees and
customer service. Some of our competitors, including the larger banks, have substantially lower costs of capital and
strong retail presence, which makes it challenging to compete. In addition, with the proliferation of smartphones and
technological changes enabling improved payment systems and cheaper data storage, newer market participants, often
called “disruptors,” are reinventing aspects of the financial industry and capturing profit pools previously enjoyed by
existing market participants. As a result, the lending industry could become even more competitive if new market
participants are successful in capturing market share from existing market participants such as ourselves. We believe
our competitive strengths flow from our existing role as a mortgage servicer, which provides us with an existing
customer relationship to capture refinance volume from our servicing portfolio and from our customer service.
THIRD-PARTY SERVICER RATINGS
Similar to other servicers, we are the subject of mortgage servicer ratings or rankings (collectively, ratings) issued and
revised from time to time by rating agencies including Moody’s Investors Services, Inc. (Moody’s), Morningstar, Inc.
(Morningstar), Standard & Poor’s Rating Services (S&P) and Fitch Ratings Inc. (Fitch). Favorable ratings from these
agencies are important to the conduct of our loan servicing and lending businesses.
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The following table summarizes our key ratings by these rating agencies:
Moody’s Morningstar S&P Fitch

Residential Prime Servicer SQ3- MOR RS3 Average RPS3-
Residential Subprime Servicer SQ3- MOR RS3 Average RPS3-
Residential Special Servicer SQ3- MOR RS3 Average RSS3-
Residential Second/Subordinate Lien
Servicer SQ3- — Average RPS3-

Residential Home Equity Servicer — — — RPS3-
Residential Alt A Servicer — — — RPS3-
Master Servicing SQ3 — Average RMS3-
Ratings Outlook N/A Positive Stable Stable

Date of last action November 7,
2016 November 7, 2016 August 9, 2016 February 19,

2016
S&P upgraded our servicer ratings from Below Average to Average on August 9, 2016. Among the reasons cited by
S&P for its upgrade were strengthened first and second lines of defense in risk management; good management and
staff experience levels; manageable staff and management turnover rates; and investment in and continued
strengthening of staffing, technology and processes in the internal control environment.
In addition to servicer ratings, each of the rating agencies will from time to time assign an outlook (or a ratings watch
such as Moody’s review status) to the rating status of a mortgage servicer. A negative outlook is generally used to
indicate that a rating “may be lowered,” while a positive outlook is generally used to indicate a rating “may be raised.”
S&P’s servicer ratings outlook for Ocwen is stable in general and its outlook for master servicing is positive.
Failure to maintain minimum servicer ratings could adversely affect our ability to sell or fund servicing advances
going forward, could affect the terms and availability of debt financing facilities that we may seek in the future, and
could impair our ability to consummate future servicing transactions or adversely affect our dealings with lenders,
other contractual counterparties and regulators, including our ability to maintain our status as an approved servicer by
Fannie Mae and Freddie Mac. The servicer rating requirements of Fannie Mae do not necessarily require or imply
immediate action, as Fannie Mae has discretion with respect to whether we are in compliance with their requirements
and what actions it deems appropriate under the circumstances in the event that we fall below their desired servicer
ratings.
See Item 1A. Risk Factors - Risks Relating to Our Business for further discussion of the adverse effects that a failure
to maintain minimum servicer ratings could have on our business, financing activities, financial condition or results of
operations.
ALTISOURCE VENDOR RELATIONSHIP
Each of Ocwen Financial Corporation and Ocwen Mortgage Servicing, Inc. (OMS) are parties to a Services
Agreement, a Technology Products Services Agreement, an Intellectual Property Agreement and a Data Center and
Disaster Recovery Services Agreement with Altisource Portfolio Solutions S.A. (Altisource). Under the Services
Agreements, Altisource provides various business process outsourcing services, such as valuation services and
property preservation and inspection services, among other things. Altisource provides certain technology products
and support services under the Technology Products Services Agreements and the Data Center and Disaster Recovery
Services Agreements. These agreements expire August 31, 2025. Ocwen and Altisource have also entered into a
Master Services Agreement pursuant to which Altisource provides certain loan origination services to Homeward and
Liberty, and a General Referral Fee agreement pursuant to which Ocwen receives referral fees which are paid out of
the commission that would otherwise be paid to Altisource as the selling broker in connection with real estate sales
services provided by Altisource.
We are currently dependent on many of the services and products provided by Altisource under these long-term
agreements, many of which include renewal provisions. Our servicing platform runs on an information technology
system that we license from Altisource. If Altisource were to fail to fulfill its contractual obligations to us, including
through a failure to provide services at the required level to maintain and support our systems, or if Altisource were to
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become unable to fulfill such obligations, our business and operations would suffer. In addition, if Altisource fails to
develop and maintain its technology so as to provide us with a competitive and effective platform, our business could
suffer.
Certain services provided by Altisource under these agreements are charged to the borrower and/or mortgage loan
investor. Accordingly, such services, while derived from our loan servicing portfolio, are not reported as expenses by
Ocwen. These services include residential property valuation, residential property preservation and inspection
services, title services and real estate-related services. Similar to other vendors, in the event that Altisource’s activities
do not comply with the applicable
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servicing criteria, we could be exposed to liability as the servicer and it could negatively impact our relationships with
our servicing clients, borrowers or regulators, among others.
NEW RESIDENTIAL INVESTMENT CORP. RELATIONSHIP
During 2012 and 2013, we sold rights to receive servicing fees with respect to certain non-Agency MSRs (Rights to
MSRs), together with the related servicing advances, to NRZ, for serviced loans with an original UPB of $202.4
billion based on UPB at the time of sale and a current outstanding UPB of $118.7 billion at December 31, 2016 (the
NRZ/HLSS Transactions). We have completed a total of ten Rights to MSRs transactions. We continue to service the
loans for which the Rights to MSRs have been sold to NRZ and receive a servicing fee plus the right to retain
ancillary income (other than net earnings on custodial and escrow accounts). In the event NRZ were unable to fulfill
its advance funding obligations, as the servicer under our servicing agreements with the RMBS trusts, we would be
contractually obligated to fund such advances under those servicing agreements. At December 31, 2016, NRZ had
outstanding advances of approximately $4.1 billion in connection with the Rights to MSRs.
References to NRZ as the counterparty in this annual report include Home Loan Servicing Solutions (HLSS) and
HLSS Holdings, LLC (Holdings) for periods prior to April 6, 2015 because, following HLSS’ sale of substantially all
of its assets (including the stock of Holdings) on April 6, 2015, NRZ, through its subsidiaries, is the owner of the
Rights to MSRs and has assumed HLSS’ rights and obligations under the associated agreements.
On April 6, 2015, in consideration for OLS’ consent to the assignment by HLSS to NRZ of all HLSS’ right, title and
interest in, to and under our agreements with HLSS, we amended our Master Servicing Rights Purchase Agreement
and Sale Supplements (the Amendment). The Amendment extends the term of the agreements to the extended
servicing fee reset date noted in the table below unless, as of the original reset date, there is an uncured termination
event with respect to an affected servicing agreement due to a servicer rating downgrade of our residential primary
servicer rating for subprime loans to below average or lower by S&P or to “SQ4” or lower by Moody’s Investors Service,
Inc. (Moody’s). Based on our current servicer ratings, the extended reset date will apply unless our servicer rating for
either S&P or Moody’s is downgraded to its below average category and such rating is in effect on the original reset
date listed below.
Rights to MSRs Transaction Original Reset Date Extended Reset Date
1 February 10, 2018 February 10, 2020
2 May 1, 2018 April 30, 2020
3 August 1, 2018 April 30, 2020
4 September 13, 2018 April 30, 2020
5 September 28, 2018 April 30, 2020
6 December 26, 2018 April 30, 2020
7 March 13, 2019 April 30, 2020
8 May 21, 2019 April 30, 2020
9 July 1, 2019 April 30, 2020
10 October 25, 2019 April 30, 2020
As described below, the Amendment also limits NRZ’s ability to transfer the servicing of any or all of the servicing
agreements underlying the Rights to MSRs until April 6, 2017 even if further OLS servicer rating downgrades were to
occur.
Through the Amendment, we were also able to secure the future monetization of certain clean-up call rights we own.
The Amendment provides that we will sell to NRZ, on an exclusive and “as is” basis, all economic beneficial rights to
the “clean-up call rights” to which we are entitled pursuant to servicing agreements that underlie Rights to MSRs owned
by NRZ, for a payment upon exercise of 0.50% of the UPB of all performing mortgage loans (mortgage loans that are
current or 30 days or less delinquent) associated with the applicable clean up-call. Generally, a clean-up call allows a
servicer or master servicer to purchase the remaining loans and REO out of a securitization, after the stated principal
balance of the loans in the securitization falls below a specified percentage (e.g., falls below 10% of the principal
balance of the loans as of the cut-off date under the securitization). We also agreed to compensate NRZ for certain
increased costs associated with its servicing advance financing facilities, including increased costs of funding, to the
extent such costs are the direct result of our 2015 servicer rating downgrade. This compensation requirement ran for a
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period of 12 months beginning June 2015.
The servicing fees payable under the servicing agreements underlying the Rights to MSRs are apportioned between
NRZ and us as provided in our agreements with NRZ. NRZ retains a fee based on the UPB of the loans serviced, and
OLS receives certain fees, including a performance fee based on servicing fees actually paid less an amount calculated
based on the amount of servicing advances and cost of financing those advances. The apportionment of these fees with
respect to each tranche of
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Rights to MSRs sold to NRZ is subject to negotiations required to be commenced by NRZ no later than six months
prior to the applicable servicing fee reset date. If the parties are not able to agree on servicing fees prior to the
servicing fee reset date, NRZ is required to continue paying under the existing fee structure and the agreements
between the parties will continue in effect with respect to each underlying servicing agreement unless and until NRZ
directs the transfer of servicing under such servicing agreement to a third-party servicer with respect to which all
required third-party consents and licenses have been obtained. Under the agreements with NRZ, we are required to
reimburse NRZ for reasonable out-of-pocket costs incurred in connection with obtaining any required third-party
consents to transfer any servicing agreements underlying the Rights to MSRs.
To the extent that we are terminated as servicer under any servicing agreements underlying Rights to MSRs, NRZ is
entitled to payment of an amount equal to an amortized percentage of NRZ’s purchase price for the related Rights to
MSRs.
Under our agreements with NRZ, the legal ownership of the MSRs and certain other rights under the servicing
agreements may be transferred to Holdings or a third party as described below. The parties have agreed to a standstill
of the transfer period that extends through April 6, 2017, such that a transfer to Holdings will not occur and NRZ will
not take action to direct a transfer to a third party except under certain limited circumstances.
Beginning April 7, 2017, we will be obligated to transfer legal ownership of the MSRs to Holdings (now owned by
NRZ) if and when Holdings obtains all required third-party consents and licenses. If and when such transfer of legal
ownership occurs, OLS will subservice the loans pursuant to a subservicing agreement, as amended, with Holdings,
and the subservicing agreement will have a subservicing fee reset date comparable to the servicing fee reset date
described above.
Also beginning April 7, 2017, NRZ will have a general right to direct us to transfer servicing of the servicing
agreements underlying the Rights to MSRs to a third party that can obtain all required third-party consents and
licenses, provided that the transfer is subject to our continued right to be paid the servicing fees and other amounts
payable under our agreements with NRZ.
Pursuant to our agreements with NRZ, if a termination event occurs with respect to a servicing agreement, NRZ has
the right to direct the transfer of servicing with respect to an affected servicing agreement to a replacement servicer
that obtains all required third-party consents and licenses. Following any such transfer, we would no longer be entitled
to receive future servicing fee revenue with respect to the transferred servicing agreement. Under the Amendment,
NRZ agreed to a standstill through April 6, 2017, to not take action with respect to any termination event that is
related to any servicer rating downgrade in any such affected servicing agreement except under certain limited
circumstances.
In the third quarter of 2016, NRZ announced it was qualified, through its wholly owned subsidiary New Residential
Mortgage LLC, to own MSRs in all 50 states and is an approved FNMA and FHLMC Servicer and FHA Lender.
While we have not sold any Rights to MSRs since 2013, we may, in the future, enter into transactions to sell Rights to
MSRs (or enter into transactions which have similar economic effects) due to the benefits such transactions have in
allowing us to carry less capital on our balance sheet and devote the capital that we do have to less capital intensive
activities such as loan servicing and loan origination. Obviously, any future transactions would need to be on terms we
deem to be economically attractive - it is not possible to determine exactly when or if we might agree on terms for
such transactions.
USVI OPERATIONS
As part of an initiative to reorganize the ownership and management of our global servicing assets and operations
under a single entity and cost-effectively expand our U.S.-based origination and servicing activities, Ocwen formed
OMS in 2012 under the laws of the USVI where OMS has its principal place of business. OMS is located in a
federally recognized economic development zone and in 2012 became eligible for certain benefits, which may have a
favorable impact on our effective tax rate.
EMPLOYEES
We had a total of approximately 9,700 and 10,500 employees at December 31, 2016 and 2015, respectively. We
maintain operations in the U.S., USVI, India and the Philippines. At December 31, 2016, approximately 6,300 of our
employees were located in India and approximately 800 were based in the Philippines. Of our foreign-based
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employees, more than 80% were engaged in our Servicing operations as of December 31, 2016.
SUBSIDIARIES
For a listing of our significant subsidiaries, refer to Exhibit 21.1 of this Annual Report on Form 10-K.
AVAILABLE INFORMATION
Our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and all amendments to
those reports are made available free of charge through our website (www.ocwen.com) as soon as reasonably
practicable after such material is electronically filed with or furnished to the SEC. The public may read or copy any
materials we file with the
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SEC at the SEC’s Public Reference Room at 100 F Street, NE, Washington, DC 20549. The public may obtain
information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. The SEC
maintains an Internet site that contains reports, proxy and information statements and other information regarding
issuers, including Ocwen, that file electronically with the SEC. The address of that site is www.sec.gov. We have also
posted on our website, and have available in print upon request (1) the charters for our Audit Committee,
Compensation Committee, Nomination/Governance Committee, Compliance Committee, Risk Committee and
Independent Review Committee, (2) our Corporate Governance Guidelines, (3) our Code of Business Conduct and
Ethics and (4) our Code of Ethics for Senior Financial Officers. Within the time period required by the SEC and the
New York Stock Exchange, we will post on our website any amendment to or waiver of the Code of Ethics for Senior
Financial Officers, as well as any amendment to the Code of Business Conduct and Ethics or waiver thereto applicable
to any executive officer or director. We may post information that is important to investors on our website. The
information provided on our website is not part of this report and is, therefore, not incorporated herein by reference.
ITEM 1A. RISK FACTORS
An investment in our common stock involves significant risk. We describe below the most significant risks that
management believes affect or could affect us. Understanding these risks is important to understanding any statement
in this Annual Report and to evaluating an investment in our common stock. You should carefully read and consider
the risks and uncertainties described below together with all of the other information included or incorporated by
reference in this Annual Report before you make any decision regarding an investment in our common stock. You
should also consider the information set forth above under “Forward Looking Statements.” If any of the following risks
actually occur, our business, financial condition and results of operations could be materially and adversely affected.
If this were to happen, the value of our common stock could significantly decline, and you could lose some or all of
your investment.
Risks Relating to Government Regulation and Financial Regulatory Reforms
The business in which we engage is complex and heavily regulated. If we fail to operate our business in compliance
with both existing and future regulations, our business, reputation, financial condition or results of operations could be
materially and adversely affected.
Our business is subject to extensive oversight and regulation by federal, state and local governmental authorities,
including the CFPB, HUD, the SEC and various state agencies that license, audit and conduct examinations of our
loan servicing, origination and collection activities. From time to time, we also receive requests (including requests in
the form of subpoenas and civil investigative demands) from federal, state and local agencies for records, documents
and information relating to the policies, procedures and practices of our loan servicing, origination and collection
activities. In addition, we operate under a number of regulatory settlements that subject us to ongoing monitoring or
reporting. See the next risk factor below for examples of matters we settled in 2014 and 2015, respectively, with the
State of New York and the State of California. The GSEs (and their conservator, the FHFA), Ginnie Mae, the United
States Treasury Department, various investors, non-Agency securitization trustees and others also subject us to
periodic reviews and audits.
In the current regulatory environment, we have faced and expect to continue to face heightened regulatory and public
scrutiny as an organization as well as stricter and more comprehensive regulation of the entire mortgage sector. We
must devote substantial resources to regulatory compliance, and we incur, and expect to continue to incur, significant
ongoing costs to comply with new and existing laws and governmental regulation of our business. If we fail to
effectively manage our regulatory and contractual compliance obligations, the resources we are required to devote and
our compliance expenses would likely increase.
We must comply with a large number of federal, state and local consumer protection laws including, among others,
the Dodd-Frank Act, the Gramm-Leach-Bliley Act, the Fair Debt Collection Practices Act, RESPA, TILA, the Fair
Credit Reporting Act, the Servicemembers Civil Relief Act, the Homeowners Protection Act, the Federal Trade
Commission Act, the Telephone Consumer Protection Act, the Equal Credit Opportunity Act, as well as individual
state licensing and foreclosure laws and federal and local bankruptcy rules. These statutes apply to many facets of our
business, including loan origination, default servicing and collections, use of credit reports, safeguarding of
non-public personally identifiable information about our customers, foreclosure and claims handling, investment of
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and interest payments on escrow balances and escrow payment features, and mandate certain disclosures and notices
to borrowers. These requirements can and do change as statutes and regulations are enacted, promulgated, amended,
interpreted and enforced. See “Business - Regulation” for additional information regarding our regulators and the laws
that apply to us.
To be successful, we must structure and operate our business to comply with applicable laws and regulations and the
terms of our regulatory settlements. This can require judgment with respect to the requirements of such laws and
regulations and such settlements. While we endeavor to engage regularly with our regulators in an effort to ensure we
do so correctly, if we fail to interpret correctly the requirements of such laws and regulations or the terms of our
regulatory settlements, we could be found to be in breach of such laws, regulations or settlements.
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Our failure to comply with the terms of our regulatory settlements or applicable federal, state and local consumer
protection laws, regulations and licensing requirements could lead to any of the following:
•loss of our licenses and approvals to engage in our servicing and lending businesses;
•governmental investigations and enforcement actions;
•administrative fines and penalties and litigation;

•civil and criminal liability, including class action lawsuits and actions to recover incentive and other payments made
by governmental entities;
•breaches of covenants and representations under our servicing, debt or other agreements;
•damage to our reputation;
•inability to raise capital; or
•inability to execute on our business strategy.
Any of these outcomes could materially and adversely affect our business and our financial condition, liquidity and
results of operations.
Since the financial crisis that began in 2007, the trend among federal, state and local lawmakers and regulators has
been toward increasing laws, regulations and investigative proceedings with regard to residential mortgage lenders
and servicers. Over the past few years, state and federal lawmakers and regulators have adopted a variety of new or
expanded laws and regulations and recommended practices. Since its formation, the CFPB has taken a very active role
in the mortgage industry, and its rule-making and regulatory agenda relating to loan servicing and origination
continues to evolve. Individual states have also been active, as have other regulatory organizations such as the MMC.
We also believe there has been a shift among certain regulators towards a broader view of the scope of regulatory
oversight responsibilities with respect to mortgage originators and servicers. In addition to their traditional focus on
licensing and examination matters, certain regulators have begun to make observations, recommendations or demands
with respect to such areas as corporate governance, safety and soundness and risk and compliance management. We
must endeavor to work cooperatively with our regulators to understand all of their concerns if we are to be successful
in our business.
Following the November 2016 Presidential and Congressional elections, a level of heightened uncertainty exists with
respect to the future of regulation of mortgage lending and servicing, including the future of the Dodd Frank Act and
CFPB. We cannot predict the specific legislative or executive actions that may result or what actions federal or state
regulators might take in response to potential changes to the Dodd Frank Act or to the federal regulatory environment
generally. Such actions could impact the industry generally or us specifically, could impact our relationships with
other regulators, and could adversely impact our business and limit our ability to reach an appropriate resolution with
the CFPB with which we are engaged to attempt to resolve certain concerns relating to our mortgage servicing
practices, as described in the next risk factor.
The CFPB and state regulators have also increasingly focused on the use, and adequacy, of technology in the
mortgage servicing industry. In June 2016, the CFPB issued a special edition supervision report that stressed the need
for mortgage servicers to assess and make necessary improvements to their information technology systems in order
to ensure compliance with the CFPB’s mortgage servicing requirements. The NY DFS also issued proposed
Cybersecurity Requirements for Financial Services Companies, which are scheduled to take effect in March 2017,
which will require banks, insurance companies, and other financial services institutions regulated by the NY DFS to
establish and maintain a cybersecurity program designed to protect consumers and ensure the safety and soundness of
New York State’s financial services industry.
New regulatory and legislative measures, or changes in enforcement practices, including those related to the
technology we use, could, either individually or in the aggregate, require significant changes to our business practices,
impose additional costs on us, limit our product offerings, limit our ability to efficiently pursue business opportunities,
negatively impact asset values or reduce our revenues. Accordingly, they could materially and adversely affect our
business and our financial condition, liquidity and results of operations.
Governmental bodies have taken regulatory actions against us in the past and may in the future impose regulatory
fines or penalties or impose additional requirements or restrictions on our activities that could increase our operating
expenses, reduce our revenues or otherwise adversely affect our business, financial condition, results of operations,
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ability to grow and reputation.
We are subject to a number of ongoing federal and state regulatory examinations, consent orders, inquiries,
subpoenas, civil investigative demands, requests for information and other actions that could result in further adverse
regulatory action against us.
We are currently engaged with the CFPB in efforts to resolve certain concerns the CFPB has expressed relating to our
servicing practices and technology. These concerns primarily stemmed from a CFPB examination of us that began in
2014. Our negotiations with the enforcement staff of the CFPB could result in a consent order with the CFPB and
could entail payment of monetary amounts by us or injunctive relief, among other consequences. In accordance with
ASC 450, we have accrued $12.5
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million as of December 31, 2016 as a result of our negotiations with the CFPB. We have not reached any agreement
with the CFPB and cannot predict whether or when we may reach such an agreement. If we are unable to agree upon a
resolution, the CFPB could bring an adversarial enforcement action against us. An adversarial enforcement action
could be costly to defend, could adversely affect our reputation and could adversely impact our relationships with
counterparties, including lenders, among other consequences. Accordingly, whether or not we reach an agreement
after discussions with the CFPB, it is possible that we could incur losses that materially exceed the amount accrued as
of December 31, 2016, and the resolution of matters raised by the CFPB concerns could have a material adverse
impact on our business, reputation, financial condition, liquidity and results of operations.
In December 2014, we entered into the NY Consent Order with the NY DFS as a result of an investigation relating to
Ocwen’s servicing of residential mortgages. The settlement contained monetary and non-monetary provisions,
including the appointment of a third-party Operations Monitor to monitor various aspects of our operations and
restrictions on our ability to acquire MSRs that effectively prohibit any such future acquisitions until we have satisfied
certain specified conditions. The Operations Monitor was appointed in March 2015 for a two-year period, extendable
for one year at the discretion of the NY DFS. We must pay all reasonable and necessary costs of the Operations
Monitor. The expenses associated with the Operations Monitor have and will continue to impact us, as the expenses
are substantial and we have limited ability to control, monitor or contest the Operation Monitor’s charges.
We continue to work with the Operations Monitor. If we are found to have breached the terms of the NY Consent
Order or if the NY DFS or the Operations Monitor were to allege non-compliance with New York laws or regulations,
we could become subject to financial penalties or other regulatory action could be taken against us. The Operations
Monitor also makes recommendations to Ocwen on various operational and governance matters. If we do not address
such recommendations in a manner deemed satisfactory by the Operations Monitor and the NY DFS, we could be
subject to additional scrutiny by the Operations Monitor or the NY DFS or other regulatory action could be taken
against us.
In January 2015, OLS entered into the 2015 CA Consent Order with the CA DBO relating to our failure to produce
certain information and documents during a routine licensing examination. The order contained monetary and
non-monetary provisions, including the appointment of the CA Auditor to assess OLS’ compliance with laws and
regulations impacting California borrowers and a prohibition on acquiring any additional MSRs for loans secured in
California. We were also required to pay all reasonable and necessary costs of the CA Auditor, and those costs were
substantial.
On February 17, 2017, OLS, and two other subsidiaries, OBS and OFSPL, reached an agreement in the 2017 CA
Consent Order with the CA DBO that terminated the 2015 CA Consent Order and resolved open matters between the
CA DBO and OLS, OBS and OFSPL, including certain matters relating to OLS’ servicing practices and the licensed
activities of OBS and OFSPL. The 2017 CA Consent Order does not involve any admission of wrongdoing by OLS,
OBS or OFSPL. The 2017 CA Consent Order also contains certain monetary and non-monetary provisions, including
the following:

•

Ocwen agrees to make a cash settlement payment of $25.0 million to the CA DBO, comprised of $20.0 million for the
CA DBO to distribute to Ocwen serviced borrowers at its discretion and $5.0 million in costs, fees, and penalties. We
initially accrued $25.0 million as of September 30, 2016. Additionally, OFSPL and OBS agreed to pay $350,000 in
the aggregate as a penalty.

•

Ocwen will provide $198.0 million in debt forgiveness through loan modifications to California borrowers over three
years, commencing on July 1, 2016. Ocwen’s loan modifications are designed to be sustainable for homeowners while
providing an estimated net present value for mortgage loan investors that is superior to that of foreclosure. Debt
forgiveness as part of a loan modification is determined on a case-by-case basis in accordance with the applicable
servicing agreement. Debt forgiveness does not involve an expense to Ocwen other than the operating expense
incurred in arranging the modification, which is part of Ocwen’s role as loan servicer.
•The 2017 CA Consent Order rescinds the prohibition on Ocwen acquiring MSRs for loans secured in California.
•The CA Auditor appointment under the 2015 CA Consent Order is terminated.
•OLS, OBS and OFSPL were released from claims relating to the matters covered by the 2017 CA Consent Order.  
•
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Ocwen will update certain policies and procedures pursuant to an action plan, which was agreed upon with the
CA Auditor prior to the termination of its appointment.

•
Ocwen agrees to attempt to contact 19,295 California borrowers who did not respond to its initial voluntary
solicitation of borrowers who may have been affected by issues disclosed in 2014 relating to erroneously dated
borrower correspondence. 

•Ocwen agrees to establish and maintain a hotline for its California borrowers for three years to supplement Ocwen’s
primary customer service center operations.

•
The CA DBO will select, engage and pay a third party administrator to confirm that Ocwen completes its
commitments under the 2017 CA Consent Order. All costs and expenses of the administrator will be paid by the CA
DBO.
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In December 2013, we entered into the Ocwen National Mortgage Settlement with the CFPB and various state
attorneys general and other state agencies that regulate the mortgage servicing industry relating to various allegations
regarding deficient mortgage servicing practices, including those with respect to foreclosures. The settlement
contained monetary and non-monetary provisions, including quarterly testing on various metrics to ensure compliance
with the Ocwen National Mortgage Settlement.
OMSO’s reports have detailed a number of instances where our testing has exceeded the applicable error rate threshold
for a metric. Exceeding the metric error rate threshold for the first time does not result in a violation of the settlement,
but rather it is deemed a “potential violation” which then is subject to a cure period following submission, approval, and
completion of a CAP to OMSO. Any further fails in the cure period or the quarter following that cure period would
subject us to financial penalties. These penalties start at an amount of not more than $1.0 million for the first uncured
violation and increase to an amount of not more than $5.0 million for the second uncured violation for certain metrics.
In addition, in the event of substantial noncompliance with the settlement’s servicing standards, it is possible that a
party to the settlement could bring an action to enforce the terms of the settlement and seek to impose on us a broader
range of financial, injunctive or other penalties.
We continue to work with OMSO on ongoing testing and CAPs. While, to date, these issues have not resulted in
financial or other penalties, if we are found to have breached the Ocwen National Mortgage Settlement, we could
become subject to financial penalties or other regulatory action could be taken against us.
In February 2015, we received a letter from the staff of the SEC informing us that it was conducting an investigation
relating to the use of collection agents by mortgage loan servicers. The letter requested that we voluntarily produce
documents and information. We believe that the February 2015 letter was also sent to other companies in the industry.
In February 2016, we received a letter from the Staff informing us that it was conducting an investigation relating to
fees and expenses incurred in connection with liquidated loans and REO properties held in non-agency RMBS trusts.
The letter requested that we voluntarily produce documents and information. We have been cooperating with the Staff
on these matters.
Our licensed entities are required to renew their licenses, typically on an annual basis, and to do so they must satisfy
the license renewal requirements of each jurisdiction, which generally include financial requirements such as
providing audited financial statements or satisfying minimum net worth requirements and non-financial requirements
such as examinations as to the licensee’s compliance with applicable laws and regulations. Failure to satisfy any of the
requirements to which our licensed entities are subject could result in a variety of regulatory actions ranging from a
fine, a directive requiring a certain step to be taken, a suspension or ultimately a revocation of a license, any of which
could have a material adverse impact on our results of operations and financial condition. In addition, we receive
information requests and other inquiries, both formal and informal in nature, from our state financial regulators as part
of their general regulatory oversight of our origination and servicing businesses. We also regularly engage with state
attorneys general and the CFPB to respond to information requests and other inquiries. Many of our regulatory
engagements arise from a complaint that the entity is investigating, although some are formal investigations or
proceedings. The GSEs (and their conservator, FHFA), HUD, FHA, VA, Ginnie Mae, the United States Treasury
Department, and others also subject us to periodic reviews and audits. We have in the past resolved, and may in the
future resolve, matters via consent orders or payment of monetary amounts to settle issues identified in connection
with examinations or regulatory or other oversight activities.
On occasion, we engage with state Attorneys General and the Department of Justice on various matters. For example,
Ocwen is currently in receipt of a civil investigative demand from the Massachusetts Attorney General’s Office
requesting information relating to our servicing practices.
To the extent that an examination, monitorship, audit or other regulatory engagement results in an alleged failure by
us to comply with an applicable law, regulation or licensing requirement, or if allegations are made that we have failed
to comply with the commitments we have made in connection with our regulatory settlements (including
commitments under any corrective action plans under such settlements) or if other regulatory actions of a similar or
different nature are taken in the future against us, this could lead to (i) loss of our licenses and approvals to engage in
our servicing and lending businesses, (ii) governmental investigations and enforcement actions, (iii) administrative
fines and penalties and litigation, (iv) civil and criminal liability, including class action lawsuits and actions to recover
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incentive and other payments made by governmental entities, (v) breaches of covenants or representations under our
servicing, debt or other agreements, (vi) damage to our reputation, (vii) inability to raise capital and (viii) inability to
execute on our business strategy. Any of these occurrences could increase our operating expenses, reduce our
revenues, hamper our ability to grow or otherwise materially and adversely affect our business, reputation, financial
condition, liquidity and results of operations.
Our regulatory settlements and public allegations regarding our business practices by regulators and other third parties
may affect other regulators’ and rating agencies’ perceptions of us and may increase our operating expenses.
Our regulatory settlements and public allegations regarding our business practices by regulators and other third parties
may affect other regulators’ and rating agencies’ perceptions of us. As a result, our ordinary course interactions with
regulators may be adversely affected. We may incur additional compliance costs and management time may be
diverted from other aspects of
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our business to address regulatory issues. It is possible that we may incur fines or penalties or even that we could lose
the licenses and approvals necessary to engage in our servicing and lending businesses.
Our regulatory settlements have significantly impacted our ability to grow our servicing portfolio or maintain its size.
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