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UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF NEW YORK

PEOPLE OF THE STATE OF NEW YORK, by
ELJOT SPITZER, ATTORNEY GENERAL OF THE

STATE OF NEW YORK,
Plalniiffs, - lqdex No. 99-Civ-4953] (CPS)
-againgt- STIPULATED ORDER ON
CONSENT
DELTA FUNDING CORPORATION and DELTA ’
FINANCIAL CORPORATION,
Defendants
..................................... X

This Stipulated Order on Consent (the “Order™) is entered into by and between
plaintiffs THE PEOPLE OF THE STATE OF NEW'YORL by ELIOT SH‘IZER. A'I'IURNE"
GENERAL OF THE STATE OF NEW YORK (“ch OAG"), and defendants DI-.LTA kbNDW
CORPORATION and DELTA FINANC[AL CORPORATION (collectively, “Delta™).

WHEREAS, the OAG commcmcd, -through the ﬂhng of a complaint, the above-
captioncd lawsuit in the United States District Court for the Eastern District of New York,
secking injunctive and monetary relief for Delta's alleged ;riola':ioxis of the Real Estate.
Scttl:mcnt Procedures Act, 12 US.C, §§ 2601 er seq. ("RESPA™), thé Homé Ovmership and
Equity Protection Act, 15 U.S.C. §§ 1635 & 1639, er seq. ("HOEI’A"), the Truth in Lcnﬂing S
15 U.S.C. §§ 1601, et seq. ("TILA™), the Equal Credit Opponuniry-Act, 15 US.C. §§ 1691, !
seq. ("ECOA™), New York State Human Rights Law (Executive Law § 296-a) and Executive

Law §63(12); and .

WHEREAS, Delta has denicd any wrongdoing or liability in this action; and
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WHEREAS, the OAG and Delta desire 1o avoid incurring any further time, costs
and expenses and the uncertainty of fitigation and seek to fully and fnally resolve all matiers
embraced in this actjon as between the OAG and Delta without resort to further litigation; and
) WHEREAS. in cons{deration, infer alia, for entering into this Order, Dclta has
established a “Remediation Fund™ and an “Ameliodoration Fund,” administered in accordance
with specific terms set forth in a separate “Remediation Agreement” entered into between Deltg

and the New York State Banking Department (“the Department™) and dated as of September 17,

1999; and
WHEREAS, in considemtion of the covenants and undcnakingé sl

forth herein and intending to be legally bouad thereby, the OAG and Delta, and each of them,
agree to the rerms of this Order;
NOW THEREFORE, it is hereby Ordered, Adjudged and Decreed during the term
of this Order as follows: | |
Defjnitiong
L As used throughout this Order, the following terms shall have the

following meaningg:

A. The term “Court” shall mean the Unijted States District Coud for the

Esstern District of New York that shail have jurisdiction over this Order and {he parties to this

Order pursuant 1o Paragraph VIILK, below.

B. The term “date of this Order™ shall mean the date this Order is fully

cxecuted by the partics. .

C. The use of the singular form of any word includes the plural and vice

versa.
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D. The “term of this Order” shall mean a per od of time running three years

from the date of this Order.
P[Q: specfive Relicf
) During tha tern of this Order, Delta shall be and hercby is enjoined as follows:

L. Dclra, its directors,. officers and éu;ployecs, and any succcssor in interest shall
refrain from engaging in any act or practice that discriminales on the bésis of the racial or ethnic
composition of the aren in which the bonowér resides as prohibited by Executive Law § 296-a,
the Fair Housing Act, 12 U.S.C, § 3601, er seq. ("FHA™). and EC’OA.

L Delta shall not pay from the proceeds of a morigage loan any borrower-pald
mortgaga broker fee in an amount not reasonably rclated to the valuc of goods and facflltles
provided and scrvices performed. Nothing in this Order shall be decmed to be Inconsistent w.hh
this provision.

IV, Dclta shall nat close and fund mortgage loans in which the broker fee is in excess
of an amoumt reasonably related w the value of goods and fcllides provided and scrvices

performed.
Y. Deha shall not underwrite a HOEPA Louan (defined below) without regard (o tho

AV

ability of the borrower to repay such loan. In particalar, Delin shall comply with the complic

undertakings set forth in Paragraph VI, hereof,

¥l Delta shall impleruent the undertakings desciibed in this Paragraph VI withic: &5

days folkrwing'_dxc date of this Order.

A. Definitions: AS used in this Paragraph VI, the following terms shall have

the following meanings:



H:2IAM FROM- ) :
T-611 P OO5S  feyqp

I The term “loan™ shall mcan a transaction secured by a 1-4 family,

owner-occupied property that meets the definltlon of: (i) “credit™ as that tenn is used and defined
by 15 U.S.C. § 1691a and regulations promulgated thereunder: (i) “federally related morngage
loan™ as that term-is used and defined by 12 -U.S.C. § 2602 and regulations promulgated
theveunder; and/or (iii) extension or provision of “crcdit’ as that term is used and defined by New

York Executive Law §296-a.
2, The tecar *“HOEPA Loan™ shall suean any loan which meets the

delimdion in 15 U.S.C. § 1602(an) and regulations promulgated thercunder.
3. The tcuns “close™ or “closing™ or “elnsed” when used in relation to

a loan shall mean the date on which the loan transaction is “consummarcd” as defined in 12

C.F.R. § 226.2(a)(13). (
4. The term “mortguge broker” shall mean a person defined o such in

24 C.FR. § 3500.2.
5. Tho term “par” when used in relation to the interast rate on g loan

shall mean the inwerest rate ar which Delta will grant a loan 1o a given borrower without charging

discount points or paying a “yield spread promium.”
6. The term “yield spread prcmium" shall mean a fee paid by Delta 10

3 mortgage broker, compuled by rafmucc to the interest rate, incident to a lorn in which the

iierest rate is above par.
[7-10: Reserved)

B. Compliance Measures

During the term of this Order, solely with respect to lnans originated during the fery, of

this Order (except with respect to Subparagraph B.12, which shall apply 10 all HOEPA loans),

Delta will conduet itg lending operations as follows:

Rmﬁmw:hmmmmlﬂmmﬂr

11. Delta shall not exténd or otherwise fund any HOEPA Loan which

provides for an “increase in the i intereat rale after default” as set forth in 12 C.F.R. § 226.32(d)(4)

(“Post-Default Interest™).
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12. Delta shall not collect Post-Default [nterest on uny HOEPA Loan.

Practces Kejated To HOEPA:

13. Delta shall not engage in a pattem ur pruclice of extending or
otherwisé funding HUEPA [oans bascd on the borrowers™ collateral without regurd tw the

borrowers” repayment ability, including the borrowers” cument amd expecied income, current

obligations, and employment.

14. Del:a shell not extend or utheiwise fund any HOEPA Loan that
contalns any one of the following chaect=ristics (heicinafier, “*Repayment Waming Signs”),
unless there cxisls 8 HOEPA Justification (defined below) or a Special IIOEPA Justification
(defined below):

(i)  The HOEPA Loan repays a previous loan (whether or not
onginafed by Dclta); thc borrower's total monthly obligations increare by more thas fiva (5)
pereent; and, on the dste the new IIOBPA loan clased, the bnnower’wa.s 60 dayy or more
delinquent in payments of principal or interest on the previous Joan. (For the purpoces of thiz
Paragruph, “60 doys or more delinquent” shall mean an instance in which a borrower is a total of
60 calendar days or mors late in making any payment of principal or interest required to dat‘c by
that borrower's loan. For the purposes of this definition. each payment made by the borrower is
assumed to be in catisfaction of the oldest outstanding payment. Thus, for example, where a
borrower ig required to make a $1,000 payment on the (irst day of each month. and makes a |
$1,000 paymex;! oa the first day of the first, third and fifth months, on the first day of the gixth

month, the borrower, having missed two payments, will be 60 days or more delinquent.)

(i) * Afver subtrocting the boirowers manthly paymentc on the

HOEPA Loan from the borrower's total monthly incnme, the homower is leA manthly residual
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income that ig [ess than 105% of the U.S. Departmen( of Vcterans Aftairs’ residual incorne lmits
for the applicable region.
(1)) The borrower's debt to ncome ralio exceeds SU%,

- 1S. A HOEPA Loan which contains one or more of the above
Repayment Warning Signs will not violate Paragraph VI.B.14 if cla documents in the Joan file
the existence of one or more of the justifications set fortlt in Subparagraph [, below (hcrc'inancr,
"HOEPA Justifications™). A HOEPA Loan which contains onc o more of the above Repayment
Waming Signs and does not contaln 2 HOEFA Justfication nonctheless will nut violate
Paragraph VLB.14 if the Department determines that the loan is In compliance with applicable
law, as sc{ forth in the Remediation Agreement eniered into by Dels and the Department (s

“Special HOEPA Justification™). The Department will determine whether a loan s ju compliance
with applicable law within two days of receipt of Delta’s request for such u determination. IF
during the term of this Order the OAQ concludes, afer appmmiuk ad tinnely consulation with
the Department, that Dela i:.z obwaining Special HOREPA Justifications that constitule o pattcin or

practice of violations of HOEPA, the OAG may scek any and all appropriate relicf from the

Court.
16.  Whenever Delta makes any HOEPA loan that docs ot contain oric

or more of the Repayment Warning Si gns, Delta shall maintain cither clectronically or in tho loan

file inforroation regarding: (1) the borrower's monthly debt paymcnts under the prior loan; (ii) tho

borrower’s past payment history, to the extent availablc; (11i) the borrower's monthly inconte; and

(iv) the borrower's otlrer outstanding monthly debts or obligariuns, if any.

17. Whenever Delta makes any loan which containg a Repayment

Waming Slgn, Dclta shall statc in the loan file the Repaymont Warning Sign, and the HOEPA
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Justification or Special HOLPA Justification th exisis. with documenation sufficient (o
demonstrate the cxistence of the HOEPA Juslification or Special HOEPA Justlflcatlon, as

applicable. Such _documentation shall include, with respect (o HHQEPA Justifications,

documentation set forth in Subparagraph F or such othicr documeniation as may be nccessary (o
establish the existence of the HOEFPA justification.
18.  [Reserved]
€3 al Al

9. Deli shall not extend or otherwise fund loans that will have a

negative financlal impact upon the borrower which viulates ECOA or Stctivn 296-a of the New
Yotk Exccutive Law,
| 20, Dchia shall not extend or othenvise fund any loan that contains any
of the following charactcristica (lrereinafier, “ECOA Characleristic™), unless there cxiste an
ECOA Justification (defined below) or a Special ECOA Justification (dcfincd below):

(i) After subtracting the bortowe’s monthly paymcitts o, inc

loan [n question from the borrower’s total monthly Income, the borrower is left with me..y

residual income that Is less than 105% of the U.S. Deparment of Veterans Affairs’ voiiou!

income limits for the applicable region.

(i)  The loan in question (“ncw loan™) repays a proviou. TR

(whctber or not originatcd by Delta); the barrower's menthly payments necessary to servin. [

1.

PRS-

new loan (including both repayment of priacipal and payment of interest) exceed the bory s

“previous monthly payments;” and, the Increage in monthly paymernts exceeds 2.5 percant o UL
Y P Y1 P

“new funds™ which the borrowor obtalned from the naw lean. For tho purposes of this Order, tha

term “previous monthly paymems” shall include the monthly payment (as revesled ¢ s
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borrower’s credit report or, in the absence of such inforrmation, the minimuu monthly payment

imputed based on customary underwriting standards) on all loans and other dcbis rctired by the
new loan. The term “new funds™ shall mean the total principal amount of the new loan, less (1)
the outstanding principal balance of any mortgage debt, installment debr, or credit card debt that
had recurring monthly payments and was retlred by the new loan, (2) any borrower-paid closing
costs disclosed on the HUD-1 Scttlemont Statemen, wherher.paid directly by the borrower or
indirectly out of the principal of the new loan, including but not limited to borrower-pald broker
fees, borrowcr-paid third-party charges such as title and apprisal fecs and borrower-paid fees to
Delta, (3) any late charges paid to Delta with respect o the mortgage loan retired by (he new
loan, (4) any prepayment peuaﬁ(es paid to Deha with respect 1o the mortgage loan retired by the

new loan, and (5) any default interest (f.e., interest in excess of the nole rale) paid to Delta with

respect to the mortgage Joan retired by the new loan.

(iii) The new loan repays a prvvious loan which was also
ariginated by Delta; the previous loan clpséd within 12 months of closing the new loan; Incident
to closing the new iloan, Delta charges (he borrower a prepayment penalty as defined In 12 C.F.R.
§ 226.18(k)(1); and (a) the interest rate on the ncw Joan is noy ot least one full percentage point
lower than the infcrest rate on the previous loan or (L) tha “new [unds™ (as definod in

Subparagrapli B.20(ii) above) provided by the new [oan Are lcss than 20% of the new loan.

21. A loan which cdmaim_ one or more of the abuve ECOA
Characteristics will not violate Paragraph VLB.20 if Delta documents in the luun file the
existence of one or more of the justifications set forth in Subparagruph G, below“(hcrcinaflcr
“ECOA Justilications™). A lcan which contains onc of more of the above CCOA Characterlsties

and does not contain an ECOA Justification noncUsxcless will vot violalc Paragraph VI.B.20 if
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the Department determines that the loan is in compliance with applicable law as set torth n the

Remediation Agreement cntered into by Delra with the Deparument (a “Special ECOA
Justification™). The Department will determine whether a loan is in compliance within two days
of receipt of Delta’s request for such a detcrmination. If during the term of this Order the OAG
concludes, after appropriaté and timely consultation with the Dopartment, that Dcla Is oblaining

Speclal ECOA Justifications that constitute @ pattern or practice ot violations of ECOA, the DAG

may seek ony and all appropriate relief from the Coun.

22.  Whenever Delta makes any loan that does [ipf conlain one or more

of the ECOA Characteristics, Delta shall maintain cither electronically or in the loan file
information regnrding: (1) the borrower's previous monthly payments under the prior loan; (iiy the

new funds obtaincd by the borrower; (iii) the borrower's monthly income. and (Iv) the borrower’s

other outstanding monthiy debts oc obligations, if any. -
23.  Whenever Dclta makes any loan conmlning an ECOA

Characteristic, Delta shall state in the loan file the ECOA Characteristic, and the ECOA
Justificatlon or Speclal ECOA Jusiificntlon that exisls, with documeniation suflicient to

demonstrate the cxistence of the ZCOA Justificativn or Speclal ECOA Justificativn. Such

documentation shall Include. with respect 0 BECOA Justificutions,
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documentztion set forth in Subparagraph G or such other documentation as may be necessary {0

estnblish the existence of the ECOA Justification.

24, In the event that the OAG receives a complaint (a “Complaint™)

that any loan made by Delta after the date of this Order violated the provisions of Paragraphs

VLB.14-17 and/or VI.3.20-23. the OAQ shall refer the Complaint to the Department, and !
notily Delia of the Complaint and

he

Department shall, pursuant to its geneml oversight authority,

request Dclta to respond thercto. Delta shall respond to the Complaint within the time period

required by the Department; a copy of Delta’s response shall be provided to the OAG. Delta
shall provide a copy of the loan flle for the loan that is the subject of any Complaint to the
Department and/or the OAG within 2 reasonablc perod of time (but not longer than 30 days)
following Delta's recelpt of o wrilten request from sither of them. [f the OAG is not satisfied, in
the exercise of its reasonable discretion, with the Department's final resolution of any Complalnt,
the OAG ﬁxay seek any and all appropnate relief from the Court. The OAG shall not, directly or |
indirectly, solicit any third party to make a Complaint regarding any loan made by Delta after the
date of this Order. The foregoing sentence shall not Le consinied o in any way impede e
ability of the OAG 1o engage in consurner education programs and/or to othcrwise carry out 1is
traditional functions. |
clico
25.  Delta will not; (&) in violation of RESPA, glve any yleld spread

premium to any mortgage broker pursuant 10 any agreement or undecstanding, orsl or otherwise,

that business incident to or a part of a real estate settlement scrvice involving a loan shall be

referved to Delta; or (b) pay any yield spread premivm on any HOEPA Loan.
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26.  Delta will be deemed to be in compliance with Paragraph VIB.

25(a) above with respect 10 a loan when. inter alia. either of the following two contentions

(hercinafter the “RESPA Contentinons™) are true over Any six month period in which such loan

was closed: (i) in aggregate, tolal mortgage broker compensation on loans originated by Delta in

which Delta paid yield sprerd premiums was not more than 5% higher than total mortgage broker

compensation on similarly situated loans originated by Delia in which Delta did not pay yield

spread premiums: or (ii) in aggICRALC, up-front broker fees éharged to the borrower arc 5% lower

on loans originated by Delta In which Delta paid yield spread premiums than on similarly
situated loans originated by Delta in which Delta did not pay yleld spread premiums.
C. Income Verification Procedures
27. " Delta will verify the stability and adequacy of borrowers’ inco:ﬁe
in accordancc with penemlly acccpted indusﬁy standards, including the follmying income
verification practices, where applicable: |
a) Automated Ymifwndo'u__s_gﬂim: Subscribe to one or more
of the verious automated services that provide employment data on numerous companies in

various regions throughout the counury, such as wThe Work f for Everyone™ and/or “"The VIE

Mortgage Report™.
b) | Additional Veritication of Tax Refums: Either IRS Fonn
4506 or ane of two reporting services (National Tax Verification and Rapid Reporting) may oC

used by Delta to confirm the validity of tax retums.
c) Repal Confignarign: Delta shall usc, when applicable,

75% of the lesser of the following two numbers 10 determine rental Income for underwriting

purposes: (i) an amount equal to ihe rental incorne shown o the lease and/or renual afTidavit, or
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d on the appraisal. Deita may provide

(i) an amount equal to 10% above the market rent reflecte

additional documentation such as reat receipts and lax retums. but not letters of explanation from

the borrower, to document rental income. In addition to the foregoing. all leases submitted as

ovidence~of rental income shall be examined against the borrower’s signature on the closing

documents to ensure they are genuine,

d) “Side. Jobg™: Borrowers whose income Is
derived from “all cash” employment, or where a portion of their Income (such as tips) is paid in

“cash only,” can have their income qualified through the use of a “job letter.” This letier is 10 be

signed by the borrower’s employer, and set forth the length of time cmployéd. the.nature of the

work and the bomower’s rate of pay. In addition, this leticr must also be countersigned by the

borrower ar or befare the loan closing, effectively alicsting to, and noling the borrower’s

acknowledgment with, the letier and its contents. In cascs where either (i) a bormower is GO «ays

or more delinquent on an existing mortgage loan as defined by Paragraph VL.B.14(i) on the datz

the new loan closes, or (ii) as a result of the ncw loan, the borrower's total monthly oblipatons

will increasc. Delta shall verify by a tclephone call with the botrower's employer eny incume

verified through the use of a “job letter™ and used to quallfy the borrower for the new loan, and

shall include a record of such telephone verification in the loan file.

D. Miscellaneous

28.  Notwlthsunding anythiog to the conuary conrained hercin, Delts

may revise the undermkings conalned in Paragraph VLC o confurm o relevant changes in

generally accepted underwritdng grandards with the written vonsent of the OAQG (whici consaiit

shall not be unreasonably withheld). For purposes of this Paragraph, usc of a proccdure

i3
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g authorized or approved by the Federal Housing Administralion, the Department of Velerans

Affaits, Fannic Mac or Freddic Mac shall be deomed gencrally accepted underwniting standards.

29.  The OAQ and Dclta shall mect pcritwﬁc:'xuy, and in no cvent less

frequently then every six months, to determine whether additional HOEPA Justifications and/or

ECOA Justifications should be added to this Order.

30.  Except as otherwise expressly stated herein, for purposes of this
Order. Delta may rely on representations of fact made to .t by borrowers, other than any such
representation that is patently unreasonable,
E. [reserved]
F.  HOEPA Jugtifications & Suppoiting Documentation
(AA) TIOEPA Justificatiou for monthly obligation increase on
dellngnent lonns (Paragraph VI.R.14(i))
L (8)  Factor: Borrower has suffercd a temporary reduction of incoine of more than 10
percent due (o unique circumstances within the preceding 24 months.

(d)  Documentation: Income and employment documentation together with Jetter .1
explanation from the borrower or other evidence demonstrating that the temporary reductos: ..
income was due fo unique circumstances that po lopger exist and that the borrower's fnccis ..
resumed to at lcast 80 % of its prior level.

2, (a) Factor; Borrower has suffered a temporary loss of cinployment or employmci..
income of more than 10 percent due to unique circumstances within the preceding 24 nionth .

() - Documeniation: Income and employmem documentation together wiuj letter .

cxplanation from the borrower or other cvidence démnmraﬂng that the temparary loss wie due

to “unlque circwnstances™ that no longer exist and thet the burruwer™s prior income has resuacd
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to at least 80 % of its prior level.
3. () ‘Factor: Borrower changes from self-employcd to salaried employment where the
new income is equal to or reater than the annual income when the borrower was self-employed,
not to include those Instances where sa!@ is paid out of borrower’s own company.

(b))  Documentation: Income and employment documcmadbn.

4. (@)  Factor: Bormowor had medical or health problemis resulling in increased expenses
of more than 10 percent within the preceding 24 months. | |
(b)  Documentation: Income and employment docgincmarion together with letter of
explanation from borrower and other evidence demonstraling that the medical problem was of a
temporary nature and no long& requires a commitinent of the borrower’s funds.
5. (@)  Factor: Borrowsr has suffered a temporary ﬁnancia!'mncrgency that consumed
more than iO pcrcém of the Borr'owéf_“s income streamt and was dug o unique clchmgtmccs
within the-brcccding 24 months.

(b)  Documentation: Income and employment documentation together with lefter of

explanation from borrower and othier ovidonce demonstrating that the cmporsry flnancial

-emergency was due to ‘unique circumstances™ that no longer cxist

6. (8)  Factor: Divorce judgment, scparation agreement or similar division of [inanctal
responsibilitics entered or agreed to within preceding 24 months.

(b) Documentation: Copies of judgment, decree or agreement, together with incoime
and employmc'nt documeniation demonstrating abllity to repay.
1. (8)  Factor: Deod transfer that adds new borrower, so long as (i) the new burrower is a

relative or residcs al the property sccured by the morigage, and(ii) after payruent of the monthly

mortgage payment, the new borrower's (o, in the casc of co-burrowers that reside together as @

is
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family, the combined borrowers’) income MeEts residual income requireiments sct forth under

this Order.

(b) Documentation: Income and employment documentation of new borrawer

demonstrating sufficient residual income after payment of the monthly morigage payment.

8. (n) Factor: Mortgage loan includes new cosigner of other obligar, so long as (i) the

new borrower is a relative or resides at the property secured by the morigage, and (ii) aNer

payment of (hic inonthly nortgage payment, the new borrower’s (0. ln e case of co-borrowery

that reside together as a family, the coinbined berrowers’) fncome meets residunl income

requirements set forth under this Order,

(b) . Documentation: Income and employment dogutnieutation of ncw borrower

demonstrating sufficient residual fncome afler payment of the nonthly mortgage paymeni,

9. ® Factor: Morigage proceeds used 10 pay off ballovn movigage, so long as balloon

mortgage is coming duc within twelve months of the date oi‘appllcation for the mortgage loan.

Documcntation: Incorme and employment documentation and cvidence of price

(b
loan.
(00R) HOEPA Justification for Residual income (Puragraph
VILD.14(GD)
1. (a)  Factor: A reduction in monthly obli gu;ioxxs (such reduction shall be at least 10
perecn? with regpect to borrowers who, on the datc the new loan ls closcd, are 60 days or moi

declinquent,” as defined in § YI.B.14(0) of this Order) whero, cxcept in tic caso of balloon

mortgages, the remaining term of tho old mortgage Joan is at [cnst threo years.

(b) Dacumentstion: Incomo and amployment Jdocumentstion and evidencs of the

terms and monthly paywents of tha prior loan.
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2. (a)  Factor: Mortgage praceeds used to pay off balloon mortgage. so long as balloon

mortgage i3 coming due withia twelve months of the date of application for the mortgage loan.

(b)  Documentation: Income and employment documentation and evidence of the

terms and monthly payments of the prior loan.

3. (a2) Factor: Total dcbt-to~income ratio of 39% or less and no “60-d8y delinquency™ o3

defined in §VLB. 14(i) of this Order.
(h)  Documcntation: lucome and debt documentation.

4. (a) Factor: Mortgage proceeds to be used lo add, repeir, or renovate.an lncome-

producing unit provided that the borrower’s residual income is 90% of the amount requlred by

this Order.

(b)  Documentation: Income and employment documentation together with (i) contraci

with licensed contractor demonstraung that loan proceeds arc sumciént 1o complete the job; (11)

documentation demonsuraung anticlpared market rent for the new unit; and (iii) evidence of ot

|cast two months of savings sufficlent 10 allow the borrowet to meet ail monthly obligations.

5. (@ Factar; Documented financial emergency requiring significant commitzeat of

funds.

(b)  Documentation. Ducumentation vorifying the financial cmergensy.

6. (a) Pactor; Ability to manage credit obligationy a3 cvidencod by borrower having

been no more than 30 days delinqueat on a prior mortgage within the preceding 12 months with

Jess than 20% increse in monthly obligatons.

()  Documentativa: Credit report and/or verification of mortguge-

7. (8)° Factor: Martgage prucceds used for business Of INVEStMONT puUrposos provided

that the borrower's residual income is 90% of the amount required by this Order.

16
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(b)  Documentation: Income and employment documentation together with (1)

purchasc contrac! evidencing investment; and/or (ii) business plan.

Faclor: Mortgage proceeds 10 be used for cducation of borowcer ar person

8. (a)

associated with borrower providetd that the borrower’s residual income is 90% of the amount

required by this Order.

(d)  Documentation: Income and employmen documeniation together with cvidence

of acceptance or enrollment at an educatonal institution.

(CC) HOEPA Justification for DI greuter than 50% (Paragrapl

YI.B.14(11))

1 (8), Factor: A reduction in monthly obligations (such redustion shall be at least 10
percent with respect (o borrowers who, on the date the new [oan is closed. are “60 days or more
dclinquent™ as defined tn § VI.B.14(i) of this Order) wherce, cxocpt in the casc of balloon
mortgages, the remaining term of the old mortgage loan is at least three yoars,
(b)  Documentation: Income and amployment documenintion and cvidence of tha
terms and monthly payments of the prior loan,
2. (Q) Factor. Mortgoge proceeds used to poy ofl balloon mon.gage, so long os balloon
mortgage is coming duc within twelve months of the dato of epplication for the mortgage loun.
)] _ Documontation: Income and employment dooumcatation and evidence of the
terms and monthly payments of the prior loan.

3 (8)  Factor: Mortgage proceeds to be used for business or investment purposes

provided that the borrower's DTI ratlo does not excesd 55%.

M) Doocumentation: Income and employment documentation together with (i)

purchase contract evidencing Investment, and/or (ii) business plan.

17
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4, (a)  Faclor: Mortgage procecds to be used for education of borrower or person

associated with borrower provided that the barrower’s DTI ratio does not exceed 55%.

(b) Docymentation: Income and emplaymcm documentation together with evidence
of acceptance or enrollment at an cducational institute.
G. ECOA Justifications & Supporfing Documentation
(AA) LCOA Justification for residual Income (Paragraph

VI.B.20(1))

. (a) Factor: A reduction in monthly obligations (such reduction shail be at least 10
percent with respect to borrowers who, on the date the new loan [s closed, are “060 days or more
delinquent” as defined in § YI'.B.M(i) of this Order) where. except in the case of balloon
mortgages, the remaining term of the old moctgage loan is at Jeast three years.

(b)  Documentation: Income and employment documentation and evidence of the

terms and monthly payments of the prior loan.

2. (a) Mortgage };rocneds used to pay-ofYf balloon morigage so long as balloon nortgags
is coming due within twelve months of the date of application for the morigage loan.

(b)  Documentation: Incomo and employment documentation and cvidence of thi
terms and monthly payments of the prior loan.
3. () Factor: Total debt-to-income ratio of 39% or less and nv “60¥day delinquency™ s .
defined in TVI.B.14(}) of this Order.

® ‘Documentaton; Income end debt documentation.
4. (a) Factor: Mortgage proceeds w0 be used 10 add, repair, or renovate an in.comav

producing unit, provided that the borrower’s residual Income s 90% of the mniaunt required by

this Order.

18
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()] Documentation: Incorme and employment documentation together with (i) contract

with licensed contractor demonstrating that loan proceeds are sufficicnt to complete the job: (it)

documentation dempnstrating anticipated market rent (or the new unit; and (iii) evidence of at

lcast twomonths of savings sulliclent to allow the borrower to meet all mouthly obligations.

5. (a)  Factor: Documented financial emergency requiring significant commitment of

funds.
) Documentadon; Documentetion verifying the financial cmergency.

1 obligations as evidenced by borrower having

been no more than 30 days delinquent on a prior mart

6. (®) factor; Ability to manage credi
gage within the preceding 12 moning wiily -

less than 20% inerease in monthly obligations.
(b) Documentation: Credit report and/or verification of mortgage.

1. @) " Factor: Mongage proceeds used for business of investment purposes provided

that the borrower’s residual income is 90% of the amount required by this Order.

() Documentation: Income and employment documicntation together with (i)

purchase contract evidencing investmont; and/or (if) business plan.
8. (3)  Faclor: Morlgage proceeds used for cducation of bOrTOWer OF Person assnsiat.

with botrower provided that the borrower's residual incomo is 90% of the amount required ty

this Order.  (O) Documentation: Income and cmployment documention togethe: ©i...
cvidence of acceptance or enrollment at an educational institute.
(BB) ECOA Justification for monthly obligations increasicg by
more thun 2.5% of new funds (Paragraph Y1.B.20(l)).

1. @ Foctor: New mortgage shortens term of oid mongage by 23% of more.

T

1y
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()  Documentation: Copy of note and/or verification of mortgagc.

pR (a)  Factor: i.ioiignge proceeds used to pay off balloan mortgage, so long as either (1)

balloon mortgage i$ coming duc within twelve months ol the date ot application lor the mongage

loan. or (@i) less than one third of the term of the balloon morigage remains outstanding.

(o)  Documentation: Income and employment documentation and evidence of prior

joan.
3. (a) Factor: New loan is fixed rate and old loan is adjuswble rate-
(b) Documentation: Copy of note and/or verlfication of mongage.
4. (@)  Foctor: Mortgage procecds used to prevent foreclosure when the borrower is 90
or more days delinquent. .

(b)  Documentation: Ceedit reportar verilicatlon of mortgage demonstrating that the

borrower is 90 or more days delinquent

5. (8  Factor:. Monyape pruceeds used lo pay olT back 1eal cstatc taxcs that constitute 6

llen on tho borrower's property.
®) Documentation: Title report, tax search and/or tax bills.
(€C) ECOA Justification for prepayment penalty (Paragraph

Y1.B.20(ii))

1. (1)  Factor: Now montgage shortens term of old mortgage by 25% or more

()  Documcntation: Copy of note and/or verification of mortgage.
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Complial
YiL

- A, Acgess. Upon request(s) by the OAG., Delia shall pmmplly provide the
OAG with such documents and/or other Information (including copies ol luan files) as aic
reasonably necessary for the OAG 10 determine, 10 8 reasonable degrec of satistical certainty,
Delta’s compliance with this Order. Deka reserves tho right o challenge, in & motion on notice
before the Court, the OAG "3 access Lo such documents and information on the grounds that such
documents and/or information are not reasonably necessary for the OAG to determing, to a
reasonable degree of swlistical cerlainty, Delta’s compliance with this Order.

B. Lxpert If an expert is retained to annlyze the infornation and
docunents ublained puisuant _16 Paragraph VILA, above, Delta shall pay ol reosonable costs and
fees of such cxpent ta the exient that the expert is engaged in detsrmining, to 2 reasonable degree

of statistical ccrsinty, Delta’s compliance with the undertakings set forth in Paragraphe 17T, IV,
VI.B.11, VLB.12, VLB.14-VILB.17, VIB.20-VLB.23, V.B.26 and VLB.27 of this Ordez. Az
GCOI:t of such expétt relating to the matters set forth in this paragraph shall automatically bs
sdrissible in evidence in any proceeding in this matter. Reports covering Delta’s complitics

with all othor aspects of the Order shall be admissible in evidence in any praceeding in this

matter to the full extont pormitted by the Federal Rules of Evidence.

e Dispute Resolution, If at any time. the OAG determiines that Deltd is

engaged in a pattern and practice of violating the undertakings of this Order, or has nol

demonstrated the RESPA Contentions sot forth in Parngraph VI.B.26 of this Order, the 0AG

shall provide written notice to Defta’s undersigned eonunsel. The notice shall include: (i) the

21
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determination of violations; and (i) any fact finding that snpports the detcrmination of violatlous.

Foilowing such notice, the parties shall meet and cenfer inan ellort 1o resolve any dispute.

on gnd r Provisions

Vil
A This Order shall remain in effect for 2 period of threc years following the

datc of this Ordec, unless sooner stayed, modified, tevminatad, suspended Of complicd with {n

full, to the OAG's satisfaction, a3 signified-in writing by the OAG.
B.  ‘This Order, when fully executed and performed by Delta 1o the reasonable

Sau'sﬂu:ﬁpn of the OAG, will 1esolve all the issucs perween ‘Delia and its altiliates (including,

without limitation, Delia Financial Corporation), and the OAG respecting this Action.
C. The entry Into this Order shall not be deemed ur constiued to be an

admission of, or evidence of, any violation of any staiuiv, lsw or regulatlon or of any lisbilily or

wrongdoing or of the uth of any of the claima or pllegadons contained in the complaint and may -

not be uscd against Delta in sny other action of pmcecding.' The OAG acknowledges and agrécs

that Delta’s compliance with the terms and couditlons of this Order constitte a “compelling
buslness necessity™ for purposes of sny federal or slale law prohibiting discrimination. .
‘D, [rescrved]
L. Notwithstanding any provision in this Order to the coutrary, the OAQ

noay, in its sale discrction, grant written cxteasions of time to Delta to comply with any provision

of this Order. ‘

*

£ This Order shall become effective upon the exccution by ali parties and

ctry by the court.
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- G.  The signatories of this Order are duly authorized by their respeciive parties
to entcr into this Order.
H. _ This Order may be executed in multlple counterparts, each of which shall

be deemgd a duplicegtc original.

L This Order shall bind the parties and th;:ir respsclive BUCCBSSOrs,

1. This Order may be amended or modified only pursuant to a writing
cxecuted by all parties hereto and approved by the Court if requesied by cither party, '

R The Couﬁ.shuﬂ;r:tain jusisdictiun over the partics and of this maticr for
three years frum tic date of this Order. The @ul‘l shall retain the power to o.rdclt all applienble
cquiﬁble remedles to ensure conxpliaigcc with this Oracr. i;acluding but not limited to contompt.

L.. The Wf@jud&dicﬁcn in this sction over the partice and this matter shall
not be affécted or dimlnish;d, In any way, by any agreoment between .u borrower and Dulta
requiring that'diaputcs bctwccn.‘thc boahwcf end Delta be i?solved though arbitration or .some:'
other alternative dispule rcsoluhon mochamsm

M. This Ondor supmodg: and rendere null and void any and all ptior

undertakings or agrecments, written or. pral,  between the OAG and the Delta regarding the

subject matter hereof.

N. The OAG and Delta hereby waive, and shall not have, any rGgi‘t_tn appenl
any of the terms of this Order or In any other way to challenge the validity of any of the terms of

this Order in any forum. Nothing herein shall preclude either party from contesting or appealing

any other order relating to this Order and/or Action.
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O.  All of the terms of this Order are contractual and not merely reclials, and

none may be madified or changed except by a writing signcd by the OAG and Delta or their

respective authorized legal counsel.

p.  Ifany of the provisions, tsrms or clauses of this Order are declared illegal,

unenforceable, or incffective in o legal forum, those provisions, terns and cluuses shall Lo -

decmed severable, such that all other provisions, erms und clause of this Order shall semain

valid and binding on the OAG and Dela
Q. This Order shall inure to the benefit of sand be binding upon the legal

representatives and any successof-agency or 3UCCesSSOr in interest of Ure OAG and Delta.

R.  The OAG and Delta may seck W calorce this Order, by motion before the

Coug, to the full extent of ths law.
S. ’No!bing in this Order is intended to confer any right, remedy, obligation or

linbility upon any person or entity other than the parties hercto and their respective Successors.

T. In the cvunt of o dispute among the parties regarding any issue that arices
under this Order, the parties shall seek In good faith to resolve b dispute among themsslves

before resorting to litigation.

U. If. during the term -of this Ocder, ths OAG determines that Dalls hes

engoged in 2 pattemn and practice of violations of this Order. prior 10 seeking rellef froin the

Court, the OAG shall (in addition to any other obligations under this Order), engage i

nppropriate and timely consultation with the Dcpam'nen( and shall sllow the Department

Such eongultation thell not

reasonablo oppottunity to take appropriate rogulatory action-

unreasonably delay the OAG's ability to Asek ralisf from the Court.

T-611  P.025/027  F-102
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V. Al commmicaions regardinig this Order ahall he sent to:

Androw Q. Colll, )z, E2a Thomas J. Nolo, Isq.
Chief, Civii Rights Buruu Engerw: R, Licker, E¢-
. Offica of tha Attormey Genem!  Klkpatrick & Luckhat LLD.
- 120 Broadway 1231 Aveuue of Anugices
New Ynrk, NY 10020

New York, NY 10271

IN WIINESH WHHRROF, thu OAG wr Delin,
hesimal herchy, have excentod this Onhr vn the dalc

{mu‘ﬁm tn he legally bes
wrillon below.
Doted: New York, Now York
September 17, 1977
' DELTA FUNDING CORPOKATION
WU Waodbuq Rowd
Wandhury, NY 177

© 516-364-2500

nuaum
mecnl nd Lh()

[signatwes contlnucd on noxt pup) |

as.

TaTAL, P

o et e s et —————— 1 ¢ ¥
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ELIOT SPUIVRR
Attomey Generl of the
Stte nf New York

120 Rroadwuy
New Vork, Naw York 10271

(213) 416-9250 . '
- ANDREW (i, «.EHLLI_YS{WR:JSQ;ET i
ineau Chief, Civil Riglus '

QX (1. PRTERS (MP-3735)
uly Rurenn Chief, Ciwil Rights

s

KIRKPATRICK & LOCKI IART, LLP
1251 Avenue of Uk Awmericas

New Yark, New York 10020
(217) 363916

.
.

Hy -
T TR F. ARMIS URUNG (MF- )
EOGENE LICKER (R )
THOMAS 2 MO CPN- )
MELANLE [ ITITDS. '

§TROGK & STROOK & TAVAN, LLT
140 Malden Lune

TANYA WASTUNGTON (I'W-5312) Now Yok Now York 1003¥

MARX FLEISCHER (MFE:0493) (117) 8UG-SMG - '

LISA LANDAU (LL-051 9

ASSisfRITt ATOMEY ¥ Genernl y. : S
: ~ RODERT ABRAMS (RA- - )
Counsel for the QAQ - : }OSEQH L. I’QRSTADT (F-
S;O ORNDFRED: ; _‘,_
US.D.. . .
e .
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