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Delaware Judge Faults Ocwen for
Pushing Homeowners to Bankruptcy

By PEG BRICKLEY

It’s not one of the multibilliondollar settlements or multimilliondollar jury awards
designed to spur reform of such allegedly abusive mortgage-servicing practices as

falsified court documents, improper fees and other misconduct. But a recent ruling from a

Delaware judge is a step forward for people making a last stand in bankruptcy to hang

on to their homes, one attorney says.

Judge Brendan Shannon of the U.S. Bankruptcy Court in Wilmington, Del., on

Friday ordered Ocwen Loan Servicing LLC to pay the fees and costs of a Delaware

couple’s bankruptcy on the grounds that Ocwen’s “unfounded and incorrect assertion”
that they had defaulted on their mortgage loan was what drove them to seek court

protection.

Richard J. and Mary Ann Williams were never materially behind on their mortgage

payments, the judge said, but they were pushed into bankruptcy to keep Ocwen from

taking their home in foreclosure.

“Basically, they were kicking two older people out of their home for no reason whatsoever
other than they think they can get away with it,” was attorney Peter K. Schaeffer Jr.’s take
on his clients’ plight. It still happens, even after a series of reforms designed to rein in
abuses by mortgage lenders and loan services, he said.

“Ocwen is reviewing the court’s ruling to determine the company’s course of action,” said
Margaret Popper, spokeswoman for the company.

To University of California at Irvine law professor Katherine Porter, Judge Shannon’s
decision is proof that regulation, reforms and settlements can only bring so much

improvement to an industry where customers largely remain uninformed and disengaged.

The customers Ms. Porter is talking about aren’t homeowners; they’re investors who buy
the securities backed by mortgage loans and who take losses when the loans go sour.

While the Williamses faced losing their home, “some investor was about to lose money,”
she said. Appointed to monitor the multibillion-dollar National Mortgage Settlement for

California Attorney General Kamala Harris, Ms. Porter says the settlements and reforms

have improved industry practices “without a doubt.”

However, the industry continues to suffer from chronic under-investment in technology

and the lack of a common platform to handle the transfer of loans from one servicer to

another, as well as the special requirements of bankruptcy accounting, she said.

“Ocwen strives to deliver bestinclass servicing and will continue to invest heavily in
technology to support this effort,” said Ms. Popper, the Ocwen spokeswoman.

Illness and job loss caused the Williamses to file for Chapter 13 protection in 2006. The

Delaware couple had their loan transferred to new servicer Ocwen after they emerged

from bankruptcy—a double whammy under Ms. Porter’s analysis. They completed the
five-year repayment plan successfully but ran into trouble with Ocwen shortly after

emerging from court protection.

Judge Shannon found Ocwen had no evidence the Delaware couple had defaulted on

their home loan when it initiated foreclosure proceedings in 2012. It also couldn’t prove
they owed more than $43,000 in back payments, the amount Ocwen claimed was due.

The judge ran the numbers himself and said the couple owed Ocwen about 12 months of

mortgage payments—$16,164.24. That’s how much they had tendered to the servicer
after it had declared them in default, but Ocwen had refused to accept.

“The judge basically said, ‘You have no idea what’s going on here, Ocwen,’” Ms. Porter
said. “This is someone whose technical skills in financial litigation put him in the top
dozen in the country and he has to say, ‘You don’t know what you’re doing, so I can’t
make a ruling based on the facts.’”

Delaware’s financially sophisticated judges are the source of influential proconsumer
rulings, Ms. Porter said. That’s because the Delaware judges “are used to seeing
competent creditor behavior. They know what a large corporation can do, properly

prepared for trial,” she said. When mortgage servicers show up to battle consumers in
bankruptcy court, she said, “the documents aren’t all there. The story doesn’t make
sense.”

Unlike courts where judges overlook such failings to keep their crowded consumer

dockets moving, “judges in Delaware have no difficulty saying, ‘I expect you to have your
case together when you come to my court,’” Ms. Porter said.

In most cases, homeowners don’t have the resources to litigate, so servicers prevail, Mr.
Schaeffer said. “We won this, but I’m worried about the 99 out of 100 who can’t fight,” he
said.

Ms. Porter has a different take on the economics. Loan servicers work for the loan

owners—ultimately, the investors. When investors start demanding better performance,
such as fewer costly foreclosures and more loan-saving modifications, loan servicers will

start spending on better systems for tracking data, she said.

“A lot of what debtors and their counsel experience as sort of morally bad conduct by
servicers is actually incompetence driven by underinvestment in technology,” Ms. Porter
said. “The mortgage servicer is not setting out to do this kind of stuff, not these days, not
in the regulatory climate we’re in now.”

Write to Peg Brickley at peg.brickley@wsj.com. 

BANKRUPTCY BEAT HOME PAGE

SPONSORED RESULTS

Dividend Stocks To Buy Top 5 Stocks To Buy

Big-Data Analytics 2014 Luxury Sedans

CD Bank Rates Dividend Income Funds

Today's Hot Stocks Best CD Rates

2014 Crossover SUVs Best Stocks To Buy

SEARCH BANKRUPTCY BEAT GO

About Bankruptcy Beat

Joseph

Checkler

Reporter

Melanie Cohen

Editor

Tom Corrigan

Reporter

Stephanie

Gleason

Reporter

Jacqueline

Palank

Editor

Sara Randazzo

Reporter

Katy Stech

Reporter

From Dow Jones Daily Bankruptcy Review,
exclusive coverage of corporate bankruptcies,
companies headed for trouble and the latest
trends in bankruptcy law, distressed investing
and corporate restructuring. Lead writer Pat
Fitzgerald and Daily Bankruptcy Review
reporters in Washington, New York and Wilmington, Del.,
provide insight into the big cases, who’s next to fall and what’s
making news across the bankruptcy market.

Bankruptcy Beat on

Facebook

Wall Street JournalFace Twitt Linke Four Goo You Podc RSS AppStore
Back to Top

Customer Service

Customer Center

New! Live Help

Contact Us

WSJ Weekend

Contact Directory

Corrections

Policy

Privacy Policy

Cookie Policy

Data Policy

Copyright Policy

Subscriber Agreement
& Terms of Use

Your Ad Choices

Advertise

Advertise

Place a Classified Ad

Sell Your Home

Sell Your Business

Commercial Real Estate Ads

Recruitment & Career Ads

Franchising

Advertise Locally

Tools & Features

Apps

Emails & Alerts

Graphics

Columns

Topics

Guides

Portfolio

Old Portfolio

More

Why Subscribe

Register for Free

Reprints

Content Partnerships

Conferences

Mobile Site

News Archive

Jobs at WSJ

Copyright ©2014 Dow Jones & Company, Inc. All Rights Reserved.

Family of Slain
Sbarro Employee
Can Go After
Insurance Money

Feds, Bankruptcy
Settle Battle Over
Rothstein Assets

LAWSUITS INTERNATIONAL THE EXAMINERS FEES NEW CASES PEOPLE WHITE-COLLAR CRIME

ARTICLE

LikeLike

Subscribe / Login

News, Quotes, Companies, Videos SEARCH

Email Print

Email Print

Page 1 / 3

http://online.wsj.com
http://online.wsj.com
http://live.wsj.com
http://live.wsj.com
http://www.marketwatch.com
http://www.marketwatch.com
http://online.barrons.com/home
http://online.barrons.com/home
http://portfolio.wsj.com?mod=wsj_port_hat
http://portfolio.wsj.com?mod=wsj_port_hat
http://dj.wsj.com/hub?mod=WSJ_Hat
http://dj.wsj.com/hub?mod=WSJ_Hat
http://djx.wsj.com?mod=ProdX_MktgHub
http://dj.wsj.com/rt/pages/dash?mod=ProdX_MktgHub
https://global.factiva.com/du/global.aspx?mod=ProdX_MktgHub
https://djrc.dowjones.com/?mod=ProdX_MktgHub
http://pevc.dowjones.com/?mod=ProdX_MktgHub
http://online.barrons.com/?mod=ProdX_MktgHub
https://briefcase.wsj.com
http://bigcharts.marketwatch.com/
http://www.efinancialnews.com/
http://professor.wsj.com/
http://www.smartmoney.com/
http://wsjstudent.com/
http://www.marketwatch.com/Game/
http://online.wsj.com/public/page/classified-search.html
http://classroom.wsj.com/
http://www.wsjradio.com/
http://www.wsjwine.com/
http://online.wsj.com
http://online.wsj.com/home-page
http://online.wsj.com/public/page/news-global-world.html?mod=WSJ_stream_topnav_world_main
http://online.wsj.com/public/page/news-world-business.html?mod=WSJ_stream_topnav_us_main
http://online.wsj.com/public/page/new-york-main.html?mod=WSJ_stream_topnav_newyork_main
http://online.wsj.com/public/page/news-business-us.html?mod=WSJ_stream_topnav_business_main
http://online.wsj.com/public/page/news-tech-technology.html?mod=WSJ_stream_topnav_tech_main
http://online.wsj.com/public/page/news-financial-markets-stock.html?mod=WSJ_stream_topnav_markets_main
http://online.wsj.com/mdc/public/page/marketsdata.html?mod=WSJ_topnav_marketdata_main
http://online.wsj.com/public/page/news-opinion-commentary.html?mod=WSJ_stream_topnav_opinion_main
http://online.wsj.com/public/page/news-lifestyle-arts-entertainment.html?mod=WSJ_stream_topnav_lifeculture_main
http://online.wsj.com/public/page/news-real-estate-homes.html?mod=WSJ_stream_topnav_realestate_main
http://online.wsj.com/public/page/management.html?mod=WSJ_stream_topnav_management_main
http://online.wsj.com/public/page/cio-journal.html?mod=WSJ_stream_topnav_ciojournal_main
http://online.wsj.com/public/page/cfo-journal.html?mod=WSJ_stream_topnav_cfojournal_main
http://online.wsj.com/public/page/risk-compliance-journal.html?mod=WSJ_stream_topnav_realestate_main
http://online.wsj.com/itp
http://online.wsj.com/public/page/most_popular.html
http://online.wsj.com/video
http://online.wsj.com/blogs
http://online.wsj.com/home-page?_wsjregion=na,us&_homepage=/home/us
http://asia.wsj.com/home-page?_wsjregion=asia&_homepage=/home/asia
http://europe.wsj.com/home-page?_wsjregion=europe&_homepage=/home/europe
http://online.wsj.com/americas
http://online.wsj.com/portuguese
http://cn.wsj.com/gb/index.asp
http://cn.wsj.com/big5/
http://jp.wsj.com?_wsjregion=asia,jp&_homepage=/home/jp
http://kr.wsj.com?_wsjregion=asia,kr&_homepage=/home/kr
http://indo.wsj.com/home-page?_wsjregion=asia,indo&_homepage=/home/indo
http://india.wsj.com/home-page?_wsjregion=asia,india&_homepage=/home/india
http://www.wallstreetjournal.de/
http://online.wsj.com/public/page/russia.html
http://www.wsj.com.tr/home-page?_wsjregion=europe,tr&_homepage=/home/tr
http://online.wsj.com/public/page/news-business-us.html
http://online.wsj.com/user/profile/myprofile
http://online.wsj.com/user/mynews/pages/reader
http://online.wsj.com/page/my-saved-main.html
http://portfolio.wsj.com?mod=wsj_port_mj
http://ds.wsj.com/wsjportfolio/portfolio?cmd=mainwindow&mod=wsj_portold_mj
http://online.wsj.com/public/page/email-setup.html
http://online.wsj.com/community
https://customercenter.wsj.com/view/home.html?mod=WSJ_Login
http://online.wsj.com/logout
http://online.wsj.com/community/member/mailbox
http://blogs.wsj.com/bankruptcy
http://blogs.wsj.com/bankruptcy/2014/07/23/family-of-slain-sbarro-employee-can-go-after-insurance-money/?mod=newsreel
http://blogs.wsj.com/bankruptcy/2014/07/23/family-of-slain-sbarro-employee-can-go-after-insurance-money/?mod=newsreel
http://blogs.wsj.com/bankruptcy/2014/07/23/feds-bankruptcy-settle-battle-over-rothstein-assets/?mod=newsreel
http://blogs.wsj.com/bankruptcy/2014/07/23/feds-bankruptcy-settle-battle-over-rothstein-assets/?mod=newsreel
http://blogs.wsj.com/bankruptcy/category/lawsuits/
http://blogs.wsj.com/bankruptcy/category/international/
http://blogs.wsj.com/bankruptcy/category/the-examiners/
http://blogs.wsj.com/bankruptcy/category/fees/
http://blogs.wsj.com/bankruptcy/category/new-cases/
http://blogs.wsj.com/bankruptcy/category/people/
http://blogs.wsj.com/bankruptcy/category/white-collar-crime/
http://blogs.wsj.com/bankruptcy/category/consumer-bankruptcy/
http://blogs.wsj.com/bankruptcy/2014/07/22/delaware-judge-faults-ocwen-for-pushing-homeowners-to-bankruptcy/
http://blogs.wsj.com/bankruptcy/2014/07/22/delaware-judge-faults-ocwen-for-pushing-homeowners-to-bankruptcy/tab/comments/
javascript:void(0)
javascript:void(0)
javascript:void(0)
javascript:void(0)
javascript:void(0);
javascript:void(0);
https://www.documentcloud.org/documents/1226975-williamsocwenruling.html
javascript:close();
http://blogs.wsj.com/bankruptcy/2014/07/23/bankruptcy-judge-sanctions-girls-gone-wild-founder-joe-francis/?mod=blog_flyover
http://blogs.wsj.com/bankruptcy/feed/
http://topics.wsj.com/person/C/joseph-checkler/7055
http://topics.wsj.com/person/C/melanie-cohen/7052
http://topics.wsj.com/person/C/tom-corrigan/7947
http://topics.wsj.com/person/G/stephanie-gleason/7049
http://ie8.smoothfusion.com/WallStreetJournal/view.aspx
http://online.wsj.com
http://setup1.wsj.com/pznsetup/sub/pvemail/setup.html?mod=WSJ_footer
http://setup1.wsj.com/pznsetup/sub/ksemail/setup.html?mod=WSJ_footer
news-assistant
Highlight



BUSINESS

Log In

Bankruptcy Beat
An inside look at companies in trouble from Daily Bankruptcy Review

BEYOND BANKRUPTCY LIQUIDATION

5:17 pm ET
Jul 22, 2014 CONSUMER BANKRUPTCY

COMMENTS

Delaware Judge Faults Ocwen for
Pushing Homeowners to Bankruptcy

By PEG BRICKLEY

It’s not one of the multibilliondollar settlements or multimilliondollar jury awards
designed to spur reform of such allegedly abusive mortgage-servicing practices as

falsified court documents, improper fees and other misconduct. But a recent ruling from a

Delaware judge is a step forward for people making a last stand in bankruptcy to hang

on to their homes, one attorney says.

Judge Brendan Shannon of the U.S. Bankruptcy Court in Wilmington, Del., on

Friday ordered Ocwen Loan Servicing LLC to pay the fees and costs of a Delaware

couple’s bankruptcy on the grounds that Ocwen’s “unfounded and incorrect assertion”
that they had defaulted on their mortgage loan was what drove them to seek court

protection.

Richard J. and Mary Ann Williams were never materially behind on their mortgage

payments, the judge said, but they were pushed into bankruptcy to keep Ocwen from

taking their home in foreclosure.

“Basically, they were kicking two older people out of their home for no reason whatsoever
other than they think they can get away with it,” was attorney Peter K. Schaeffer Jr.’s take
on his clients’ plight. It still happens, even after a series of reforms designed to rein in
abuses by mortgage lenders and loan services, he said.

“Ocwen is reviewing the court’s ruling to determine the company’s course of action,” said
Margaret Popper, spokeswoman for the company.

To University of California at Irvine law professor Katherine Porter, Judge Shannon’s
decision is proof that regulation, reforms and settlements can only bring so much

improvement to an industry where customers largely remain uninformed and disengaged.

The customers Ms. Porter is talking about aren’t homeowners; they’re investors who buy
the securities backed by mortgage loans and who take losses when the loans go sour.

While the Williamses faced losing their home, “some investor was about to lose money,”
she said. Appointed to monitor the multibillion-dollar National Mortgage Settlement for

California Attorney General Kamala Harris, Ms. Porter says the settlements and reforms

have improved industry practices “without a doubt.”

However, the industry continues to suffer from chronic under-investment in technology

and the lack of a common platform to handle the transfer of loans from one servicer to

another, as well as the special requirements of bankruptcy accounting, she said.

“Ocwen strives to deliver bestinclass servicing and will continue to invest heavily in
technology to support this effort,” said Ms. Popper, the Ocwen spokeswoman.

Illness and job loss caused the Williamses to file for Chapter 13 protection in 2006. The

Delaware couple had their loan transferred to new servicer Ocwen after they emerged

from bankruptcy—a double whammy under Ms. Porter’s analysis. They completed the
five-year repayment plan successfully but ran into trouble with Ocwen shortly after

emerging from court protection.

Judge Shannon found Ocwen had no evidence the Delaware couple had defaulted on

their home loan when it initiated foreclosure proceedings in 2012. It also couldn’t prove
they owed more than $43,000 in back payments, the amount Ocwen claimed was due.

The judge ran the numbers himself and said the couple owed Ocwen about 12 months of

mortgage payments—$16,164.24. That’s how much they had tendered to the servicer
after it had declared them in default, but Ocwen had refused to accept.

“The judge basically said, ‘You have no idea what’s going on here, Ocwen,’” Ms. Porter
said. “This is someone whose technical skills in financial litigation put him in the top
dozen in the country and he has to say, ‘You don’t know what you’re doing, so I can’t
make a ruling based on the facts.’”

Delaware’s financially sophisticated judges are the source of influential proconsumer
rulings, Ms. Porter said. That’s because the Delaware judges “are used to seeing
competent creditor behavior. They know what a large corporation can do, properly

prepared for trial,” she said. When mortgage servicers show up to battle consumers in
bankruptcy court, she said, “the documents aren’t all there. The story doesn’t make
sense.”

Unlike courts where judges overlook such failings to keep their crowded consumer

dockets moving, “judges in Delaware have no difficulty saying, ‘I expect you to have your
case together when you come to my court,’” Ms. Porter said.

In most cases, homeowners don’t have the resources to litigate, so servicers prevail, Mr.
Schaeffer said. “We won this, but I’m worried about the 99 out of 100 who can’t fight,” he
said.

Ms. Porter has a different take on the economics. Loan servicers work for the loan

owners—ultimately, the investors. When investors start demanding better performance,
such as fewer costly foreclosures and more loan-saving modifications, loan servicers will

start spending on better systems for tracking data, she said.

“A lot of what debtors and their counsel experience as sort of morally bad conduct by
servicers is actually incompetence driven by underinvestment in technology,” Ms. Porter
said. “The mortgage servicer is not setting out to do this kind of stuff, not these days, not
in the regulatory climate we’re in now.”

Write to Peg Brickley at peg.brickley@wsj.com. 
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