
[image: image1.png]



OFFICE OF THE CITY COUNCIL

	KEVIN E. HYDE

COUNCIL MEMBER

AT-LARGE, GROUP FOUR

OFFICE (904) 630-1398

FAX (904) 630-2906
	November 20, 2008
3:55 p.m.
	SUITE 425, CITY HALL

117 WEST DUVAL STREET

JACKSONVILLE, FLORIDA 32202
E-MAIL: KHYDE@coj.net


Minutes for 11.18.08 Meeting of Ad Hoc “Foreclosure Summit”
   Topic:
Discussion of City government and community responses to the mortgage foreclosure crisis
    Location:
Conference Room G-4, Jacksonville Main Library, 303 North Laura Street, Jacksonville, FL.
   Attendees:
Council Members Kevin Hyde and Jack Webb; Jeff Clements - City Council Research; Michael Figgins, Lynn Drysdale and Robert Wilbert – Jacksonville Area Legal Aid; Wight Greger – Housing and Neighborhoods Department; Hon. Jerry Fund and Paul Glenn – U.S. Bankruptcy Court; Martha Barrett and Deborah Pierson – Bank of America; George Owen – Regions Bank; Kelly White – the McCormick Agency; Martha Cox – Family Foundations; Chip Parker and Patricia Parker – Parker & DuFresne, P.A.; Jim Kowalski Jr. – attorney; Gene Jones and Nancy Garcia – Northeast Florida Association of Realtors; Jim Gilmore – AA&D; Tonyaa Weathersbee – Florida Times-Union; Tillman Kasper
   Meeting Convened: 
2:33 p.m.
Council Member Hyde convened the meeting and thanked everyone for their attendance and interest in the subject of Jacksonville’s response to the mortgage foreclosure crisis.  He stated that the City Council is hearing from numerous constituents about their foreclosure worries and this raises the question of what the City’s official response can and should be.  Forbes Magazine says that Jacksonville will be the number one city for foreclosures in 2009, a position where no city wants to be.  There are a number of good programs and good ideas represented around the table today and it is time for brainstorming about what the City might be able to do.  The City Council is especially looking for anything that might require its legislative action.
Wight Greger, Director of the Housing and Neighborhoods Department, explained that Jacksonville is in line to receive $26.2 million in U.S. HUD funding from the Neighborhood Stabilization Program which is NOT a foreclosure prevention program but rather a program of housing rehabilitation for neighborhood revitalization purposes.  Some of the allowable uses may lend themselves to some aspects of foreclosure prevention.  The City has taken over 1,000 phone calls from citizens related to foreclosure issues and has helped prevent approximately 400 foreclosures in conjunction with its private partners, using relatively little of the $300,000 in SHIP funds the City Council appropriated for the purpose.  Callers to the 630-CITY help line who request foreclosure assistance are referred to the Housing and Neighborhoods Department which then refers them to the Families Foundation or Jacksonville Area Legal Aid, depending on where they are in the foreclosure process.  In answer to a question Ms. Greger noted that the City requires applicants for City assistance to undergo a program of financial counseling before they are eligible for help, and many callers drop out of the system at that point because they want financial assistance but don’t want to attend counseling.
The group discussed the impact of foreclosure on renters, many of whom don’t know that the home in which they are living is in foreclosure until an eviction notice is tacked on the door.  In answer to a question about whether the City could help pay for renter relocation from foreclosed properties, Ms. Greger indicated that SHIP funds may not be used for relocation expenses, but may be used for payment of one-time deposits (such as utilities) which may be of some assistance.  Housing and Neighborhoods also helps with immediate relocation needs by maintaining an inventory of units funded through the City’s affordable housing bond program.  At least it is a source of information on units that might be affordable and available for immediate occupancy.

The Housing and Neighborhoods Department will very shortly be submitting an ordinance to City Council to appropriate the federal Neighborhood Stabilization Program funds to kick off the program by February.  The City will not buy properties directly but will partner with existing affordable housing agencies to fund their acquisitions.  The City is talking with banks and Fannie Mae and Freddie Mac to partner in this program.  The City must pay less than fair market value for the properties and is prohibited from re-selling them for a profit.  End financing for potential buyers will be the biggest challenge in the current market.  The City will hold first mortgages as a last resort if necessary and will sell housing bonds to finance the purchases, assuming there is still a bond market left.  Ms. Greger did not know if the program would compete directly with the private housing market and drive down prices overall.  She suspects that many of the properties to be acquired will be half-finished new construction from halted projects rather than older dilapidated homes.  
The only new source of funding Ms. Greger foresees for related purposes is potentially $2 million from the state.  No more federal funding is on the horizon at this point, except perhaps for some additional assistance for Legal Aid.  The group wondered if, for purposes of promoting neighborhood stabilization, it would be possible to rehab houses and then return the residents who were displaced by the rehabilitation process.  Could a process be devised to bring them back to the neighborhoods to which they may already have substantial ties?  Or could a mechanism be developed to keep owners from being evicted from homes in the first place?
The possibility of creating a “registry” or database of every property starting the foreclosure process was discussed.  If there was a way of identifying these properties at the very beginning of the process it might be possible to get the owners into assistance programs that might help alleviate the problems before they become insoluble.  The Housing and Neighborhoods Department is already doing something along this line but it is extremely labor intensive to search the various public records sources manually.  Could the Clerk of the Court create a registry of all foreclosure filings that could be made available to the City and interested assistance agencies?  Could the Financial News and Daily Record produce such a registry since it already collects and publishes most public record filings?

The volume of foreclosures appears to be increasing.  Last year there were approximately 4,000 foreclosures in Jacksonville, but in the last couple of months there have been nearly 1,000 filings per month.  It was agreed that it would be better for all concerned if interventions could be started before legal proceedings are instituted, but how can troubled loans be identified before papers are filed in a public record?  The state of California has started a new program that allows lenders with failing mortgage loans to share the names of the loan holders with non-profit consumer counseling services to start the workout process before papers are filed.  Could Florida adopt laws to the same effect?

Reality check – there will always be some unavoidable foreclosures for a variety of reasons (serious life-changing events, bad financial decisions, house overbuying).  You can’t save everyone from bad luck or bad decisions.

The group discussed the idea of establishing a dedicated foreclosure court, including how it might work and how it might be funded.  A South Florida county has already established such a program.  Like other specialized courts (juvenile court, drug court, bankruptcy court) a foreclosure court would focus attention on the problem, build understanding on the part of the judges of the intricacies of the law in that area, build a rapport among the parties involved in that area of law (judges, attorneys, mortgage lenders, mortgage servicers, non-profit assistance agencies, etc.), and allow easier tracking and quantification of the scope of the problem.  Judges Funk and Glenn of the U.S. Bankruptcy Court noted that home mortgages are the only form of debt that a bankruptcy court cannot alter or adjust as part of a bankruptcy proceeding, probably because mortgages form such an integral part of the national economy as we have recently seen.  At the very least, could a system be devised locally to provide support to the state court judges who hear foreclosure, bankruptcy and debt collection cases?   They particularly need help in determining who has standing to be in their court with regard to foreclosure issues on a piece of property and in determining a clear assignment of title and debt on the property.  Two Jacksonville judges are retiring from the civil court bench and will need to be replaced, and a third is transferring back to the civil division from another division.  This might be the perfect opportunity to educate the judges about the particular intricacies of foreclosure issues and processes.
It’s important to catch people early in the foreclosure process and not let them get too far behind in payments and too discouraged to even try to save their home.  Approximately 99 of 100 foreclosures are uncontested in court – the owner simply gives up and the lender wins the case by default.  The City could provide a real service by helping to produce and distribute a packet of information and concrete referral options to troubled homeowners in a form that they will pay attention to.  People with loans in foreclosure are bombarded with mail from lawyers and sub-prime finance companies to the point that they throw away everything in the mail and don’t recognize legitimate information that might help them in their situation.  How can the City reach these people with concrete advice and potential solutions to their problems?

The state law was changed recently to, as one participant put it, allow Clerks of the Court to charge various kinds of new fees for whatever legitimate court purpose they see that needs funding.  Perhaps Jim Fuller could be approached about levying a new fee to fund foreclosure prevention activities.
Credit Abuse Resistance Education (CARE) is a 3-hour program (taught in two 90-minute blocks) of practical financial education taught to high school seniors in 9 of the 19 Jacksonville public high schools.  The program, managed by Jacksonville Area Legal Aid, is taught by a pro bono attorney with assistance from law school students and is currently funded by a $10,000 grant from the Jacksonville Jaguars Foundation.  The program teaches the financial basics such as use of a checking account, proper use of credit including loans and credit cards, and other practical skills needed by young people, many of whom will soon be living independently and entering into financial contracts for the first time in their lives.  JALA would love to expand the program to all high schools if resources could be found.
Wight Greger stated that anyone who uses City housing assistance dollars must go through 8 hours of home buyer counseling and their foreclosure rate is nearly zero.  The Housing and Neighborhoods Department reviews the loans of people using City downpayment assistance funds and can flag predatory loans.  Bank of America finds the same thing for persons who participate in their home buyer counseling program – little or no foreclosures. Question – will there be a conflict of interest problem if the City helps buyers with home purchases, especially if the City holds a mortgage, and then the homeowner files a complaint with the City’s Human Rights Commission over a problem with the mortgage? 

JALA is investigating the possibility of filing a class action lawsuit against predatory lenders as a means of dealing with systemic problems that show up in many, many individual foreclosure cases.  The will probably be deciding whether or not to proceed in the next month or two.

Summary – what can the City do right now?

· Information brochure to distribute to borrowers in trouble.  Aurora IL sent their brochures out in their utility bills to all customers; some may be homeowners in financial trouble, but even renters and folks not in difficulty themselves may know of family or friends who are.

· Registry of failing loans.

· Use of City funds for eviction relocation expenses.

· Talk to Chief Judge Moran about the possibility of a foreclosure court and/or mortgage mediation program.

· Talk to Chief Judge and Clerk of the Courts about a  new fee on lis pendens filings to fund assistance programs.
· Mechanism to certify legal standing to participate in foreclosure proceedings.

· Neighborhood Stabilization Program – allocate some funding for consumer counseling.

· Regulate foreclosure relief companies.

It was suggested that Habijax be invited to participate in the next meeting because of their involvement as a provider of affordable housing.  Council Members Hyde and Webb stated that they would hold a noticed meeting to talk about the suggestions made today while someone meets with Judge Moran.  After those meetings take place the group will reconvene in a couple of weeks.
Meeting Adjourned:  4:20 p.m.

Minutes taken by:  Jeff Clements, Council Research Division.
Please contact Alison Miller, Assistant to Kevin Hyde, Council Member At-Large, Group 4, at (904) 630-1398 for additional information or correspondence.
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