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ALBANY Oversight, Analysis & Investigation

MICHAEL P. KEARNS
Assemblyman 142 District

October 15, 2015

Dear Erie County Legislator:

It is an honor to speak before this honorable body with our partners from the Western New York Law
Center.

The Foreclosure Crisis in the United States presents a budgetary and property tax revenue challenge for
the towns, villages and cities in Erie County, New York. After only two months my office in working in
conjunction with the Western New York Law Center, towns, villages, cities and municipalities in Erie
County was able to identify 800 zombie properties in Erie County. These are properties where the banks
have started the foreclosure process but are letting the residence become blighted and

deteriorated. The costs to towns, villages and cities for maintaining these properties alone is in excess
of $1,174,702.07 with figures being provided by only 6 of 33 municipalities.

Enclosed please find a report on the Foreclosure Crisis in Erie County, a complaint form from the
Department of Financial Services and information on a Foreclosure Crisis Training Forum presented
by the Western New York Law Center. The Training will take place at the Walter J. Mahoney
Building in Buffalo, New York — 65 Court Street , Buffalo, NY 14202 opposite City Hall. The
Training will be on October 19, 2015 at 11:30 AM until 1:30 PM. If you would like to attend
please RSVP by Friday, October 16, 2015.

Your time, energy and attention to this issue of county wide importance is greatly appreciated.

Sincerely,

Mickazs Pdtean

MICHAEL P. KEARNS — NYS Assembly 142nd District

ALBANY OFFICE: Room 431 Legislative Office Building, Albany, New York 12248 « 518-455-4691
DISTRICT OFFICE: 1074 Union Road, West Seneca, NY 14224 « 716-608-6099
EMAIL: kearnsm @ assembly.state.ny.us



Consumer Complaint - DFS Portal https://myportal.dfs.ny.gov/web/guest-app!ications/consumer—complai...

My Apps (/webiguest/myapps) Consumer « (https:lfmyportai.dfs.ny.govﬁ.veblguest—app!icationsloonsumers)

Licensing Rescurces ~ {htips:/imyportel.cifs.ny.goviweb/guest-applications/licensing-resources)

Consumer Complaint Form

Use the form below to submit your complaint
Before you complete the form, please confirm your authorization

- Are you a representative filing out this form for someone eise? o
{ authorize the entity or individual named in this complaint to furnish .
to the Department of Financial Services any information related fo Lo
this matier, * : ;

b : ank
g I I
| Business Name: l !

| First Name: *

* What is your name? DS S . : !r
f Middle Name: ; [ b
. Last Name: * [ ;
: |
NNNN : ; |
. Is address outside of the US? j j
. Address 1: * { ; ]‘
Address 2: i 1
~ City: *
' w ;
What Is your address? *  State: i i -
 Zip: * 3
. Phone: ]
¢ Fax; J
. Email (click + to add i
" another) i @
i E t
" Business Name: i i
First Name: . i i
What |sthe.n.ame of the person/entity you . Last Name: [ - - i
are complaining about? * S SR
) ]
_ Address: ‘ l :
. | H o
. City: ) ' |

of 3 10/13/2015 3:32 PM



Consumer Complaint - DFS Portal

https://myportal.dfs.ny.gov/web/guest-applications/consumer-complaj...

Which product or service best describes : I

your complaint? f )
What was the date of the transaction? : ]L

If you lost money, haw much money did

you lose?

What method did you use to pay? l

What is the date of your complaint to the o

company?

. Name:
. Who did you speak to/contact at the
company? i
pany Title: l i
What was the company's response to | f
you? E |

* Was the product or service advertised? *

Did you sign a contract? *

Has this matter been submitted to ancther
agency or to an attorney? * i

. Is a court action pending for this matter?

*

What do you think
would be a fair
resolution to your

complaint? *

How were you

referred to the
Department of

Financial Services?

”

Please enter the
details of your '
complaint here * ;

Please click "Review"” button to review your complaint. Frem the review screen you will aiso have the apportunity to upload altachments.

You must check the authorization box in question two before centinuing!

Reset

]
j

Cancel

HELP AND INFORMATION
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PREFACE

Banks need to be good neighbors and their inaction and willful neglect in not completing the
foreclosure process is impacting the hard working neighbors in Western New York and
throughout the state of New York. This is why I am reaching out to community groups, not for
profits, block clubs and local officials and started a “Shame Campaign” concerning these
absentee caretakers,

According to the NYS Department of Financial Services — Report on New York’s Foreclosure
Process: May 2015, “In Upstate New York, approximately 31% of properties underlying the
foreclosure actions filed from January 1, 2010 through September 30, 2013, started out vacant or
became vacant at some point during the foreclosure process, compared with approximately 8%
Downstate. Servicers also reported that they - have not initiated a foreclosure action in the first
instance on approximately 47% of already-vacant Upstate properties and approximately 34% of
already-vacant Downstate properties. Some servicers explained that they decline to initiate a
foreclosure based on an analysis of the potential recovery measured against the cost of
foreclosing. The longer a vacant and abandoned property remains in foreclosure, the greater the
deterioration of the property, which results in a lower expected recovery upon foreclosure sale.
The lower the expected recovery, the less likely such recovery will sufficiently offset the legal
costs required to complete the lengthy foreclosures where the underlying property was vacant at
the time of the discontinuance.”

It is time for all of us to work together and take reasoned and considered action to make these
lending institutions responsible and act as good neighbors to the rest of us. The Furman Center
in its Policy Brief of February 2013 states, “For policymakers and community groups to respond
most effectively to the negative effects of foreclosure in a neighborhood, they must Jearn quickly
which properties are abandoned and which properties are being neglected. Thus, strong working
relationships between policy-makers and community based groups who see problems on the
ground are critical for crafting effective solutions.”

We wish to thank the following people and groups for their assistance in gathering data and
informing our analysis in this report: Western New York Law Center, Kate Lockhart, Joe
Kelemen, People United for Sustainable Housing and all the towns, villages, cities and
municipalities in Erie County, who provided us with information on Zombie properties in their
areas.

MICHAEL P. KEARNS —NYS Assembly 142nd District



EXECUTIVE SUMMARY

Recently, I have been assisting concerned citizens in Erie County by bringing attention to the
impact that the foreclosure crisis is having in our neighborhoods with a bank shaming
campaign. Over the past four years bank representatives have blocked my bills in the NYS
Senate by claiming the foreclosure crisis is more perception than reality. This occurred despite
these bills having the support of over 300 certified resolutions from town, village, city and
county legislatures.

On Friday, August 21, 2015 I placed the first lawn sign identifying Bank of America as the
owner of a property in Buffalo’s Old First Ward that has been sitting and remained in foreclosure
limbo since 2010. We have seen property values increase in the Old First Ward and throughout
Erie County but run down and foreclosed properties are stifling appreciation of the property
values for those houses surrounding these eyesores. The banks are holding onto these properties
as a miser holds onto his money.

One example of the neglectful conduct of these banks in my Assembly District can be seen with
20 Sidway, which is less than one mile away from a $750 million investment in Solar City, but
has been in foreclosure since 2010. Several of my constituents have complained that their
housing values have been hurt because of this property. Evidence of how much this impacts the
surrounding area can be found in Kathleen Engle’s book, The Subprime Virus, which states,
“Foreclosures in Jow- and moderate-income areas, [studies have found] that for each foreclosure
within one-eighth of a mile of any given home, the value of the home dropped by 1.4 percent.”

In order to find out the scope of this problem, I reached out to the people of Erie County, asking
them to provide my office with the addresses of "banking blight" in their neighborhoods. My
office put all those addresses on a map and we are sharing it through the Internet and on my
website at:

http://assembly.state.ny.us/mem/Michael-P-Kearns/

The results are more pervasive than anticipated. My office received phone calls, Facebook
posts, Tweets and emails from towns, villages and not-for-profits identifying over 800 properties
in Erie County that are examples of banking blight. Regrettably, I am sure this list will continue
to grow as more of these properties are identified and my office is notified of them.

With this stark proof before us, we have to provide solutions beyond foreclosure and eviction.
That short-sighted process is bad for people, bad for neighborhoods, and bad for banks. A long-
term solution is available provided we demonstrate the leadership and the will needed to design
one. We have the resources and ability to correct this bank-inflicted wound on our community.
By a directed effort, we can transform these properties into opportunities for people who will



make them homes again, who will become good neighbors while raising families, who will
repair this torn fabric of our community and reinforce the fundamental foundation of community
- a warm and welcoming home.

Although the data is neither exhaustive nor comprehensive it represents a snap shot of the
foreclosure crisis in Exie County. This report is a culmination of data collected from towns,
villages, cities, residents and not-for-protfits



Present and Potential Tax Implications of Zombie Properties

Akron 1 S 116,400 § 1,211.56 S -

Alden 5 S 528,000 S 11,602.95 § 9,531

Amherst 34 S 4,680,000 S 102,060.84 § 37,966 S 237,000.00
Angola g S 341,700 § 19,498.44 § 18,559

Aurora 17 S 1,017,800 S 43,539.33 § 20,666

Boston i5 S 2,046,800 § 36,297.64 S 23,121

Bowmansville 1 S 105,000 S 1,979.56 S -

Buffalo 122 5 6,002,100 S 74,543.56 $ 32,211

Cheektowaga 180 S 14,738,700 5§ 461,379.68 S 43,208 § 210,647.36
Clarence 9 $ 2,805,000 § 38,492.87 S 6,945

Clarence Center 7 S 1,273,000 § 21,476.99 § 7,200

Colden S 63,800 S 1,796.35 S -

Concord 27 S 1,281,810 S 42,770.28 § 27,658

Depew 4 5 426,000 S 5,869.74 § -

Derby 3 S 298,000 § 8,505.90 $ -

East Amherst 6 5 1,255,000 S 17,639.96 S -

East Aurora 5 S 258,200 S 9,52551 § -

Eden 7 S 511,100 $§ 15,100.09 S 10,372

Elma 13 $ 95,300 $ 23,810.78 § 8,933

Evans 15 S 1,378,000 S 44,25585 § 6,048 S 164,825.00
Grand Island 3 S 387,000 $§ 5,189.35 § -

Hamburg 71 S 4,808,800 S 157,877.73 § 43,171 §  338,224.72
Kenmore 10 S 489,500 S 20,734.17 & 6,047

Lackawanna 21 S 1,173,400 § 13,034.88 § 634

Lakeview 1 S 76,800 S 2,251.82 § -

Lancaster 3 S 282,600 S 12,159.06 § - S 3,005.00
Orchard Park 14 S 1,323,200 § 36,252.21 S 13,246

Sloan 2 S 125,600 § 3,857.81 § 3,755

Springville 14 S 435,800 S 13,077.07 § 6,786

Tonawanda 82 5 3,672,200 S 195,967.32 S 99,567 S  221,000.00
Woest Seneca 91 5 4,645,900 S 240,54532 § 64,084 S 16,845.00
Williamsville 8 S 1,344,500 § 16,853.64 S 7,189

Totals | 80 |[$ 57,997,010 | $ 1,699,258 [$ 501,904 | § 1,191,547.07




A TALE OF TWO FORECLOSURE’S IN BUFFALO, NY

ONE SENECA TOWER, FORMERLY
ONE HSBC CENTER

Buffalo’s Taltest Building

January 2005 Seneca One Realty, LLC
takes our Mortgage

Summons and Complaint filed December,

6, 2013 by Lasalle Bank {part of Bank of America),
NA as Custodian for Welis Fargo

RJI filed December 26, 2013
Seneca One Realty files answer
February 2014

April 2015 Order of Reference and

Motion for Summary Judgement

August 2015 Judgment of Foreclosure and
Sale signed by Judge

Property will be auctioned off October 1, 2015

290 GERMANIA

Buffalo’s Tallest Grass on Front Lawn

Octoher 2005 Loan taken out

Borrower defaults January 2008

Lis pendens filed by HSBC Mortgage
August 2009, Affidavit of Service
dates August 19, 2009 property
vacant

Rl filed January, 2010
Borrower did not show up for
settlement conference, {property

vacant)

HSBC gets Order of Reference,(step
before judgement) October 2010

Nothing happens for 2 years

HSBC refiles the lis pendens July
2012

Nothing happens for 2 years
Foreclosure cancelled by HSBC
November 2014- Bank stops paying
taxes and files a release of mortgage

February 2015

Property sits vacant, nuisance to
Buffalo community
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