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Code Enforcement
The following code enforcement representatives participated in the session:
Chicago: First Deputy Commissioner Kimberly Brown and Director Fast Track Demolition Pura Bascos
Dearborn: Deputy Director of Building Safety Dept. John Cascardo and Manager of the Property Assessment Division Keith Woodcock
Las Vegas: Code Enforcement Supervisor Pamela Hines
Riverside: Field Operations Manager Doug Leeper
Los Angeles: Mark Morrow, Supervising Inspector for the Problem Property Resolution Team, had planned to attend but had an emergency, but he left a slide-show presentation (available here in PDF)demonstrating many of the conditions and complications the city of Los Angeles routinely encounters.  

It was universally acknowledged that a city’s response and solution to a problem property will usually be more costly and possibly much more aggressive than a servicer’s would be.  The city’s concern is with protecting the surrounding community, not with protecting the servicer’s investment, and as a result, they may demolish a property that the servicer could have salvaged if the servicer had been aware of and involved with the security issues that created hazardous conditions.

All code enforcement representatives agreed that it is of the utmost importance that servicers exchange contact information with them.  If the cities have information that will help them reach the responsible parties when a problem property is discovered, they will try to work with servicers to correct conditions of immediate concern.  Similarly, if servicers have information that allows them to stay in regular contact with code departments, they can stay on top of any issues and address any concerns before they develop into problems that the city must act on.

It was also noted that code enforcement departments, working in concert with local law enforcement agencies, can be of enormous assistance to servicers who are dealing with adverse occupants or other issues complicating the security of their assets. 

Chicago’s representatives, Pura Bascos and Kimberly Brown, provided an overview of their demolition procedures (regular court-ordered demolition and the Fast-Track demolition program).  They reemphasized the importance of direct communication between the lender and the municipality, and they reminded servicers that demolition can sometimes happen as soon as 45 days after notice.  They urged servicers to act quickly upon receiving notice from a city code department.

They also noted that the city has some discretion as far as time they can allow to repair, extent of work required, etc.  Their program is designed to encourage voluntary compliance with the code, so if they find that the servicer is cooperative and is making all reasonable efforts to meet the city’s requirements, the city will cooperate and assist the servicer however they can.

Doug Leeper from Riverside also urged prompt action by servicers who receive city notices.  He reiterated the fact that the city is not concerned with whether the servicer will be able to claim reimbursement for work performed.  He asked servicers to consider what they would want done and how quickly they would expect action if the property were in their own neighborhood or next to one of their own homes.

He also suggested that servicers who are concerned about their right to take action at pre-sale properties should look to their rights under the mortgage contract, as well as rights and protections that may be available to them under local ordinances that require prompt action at troublesome properties. 

The Dearborn officials, Keith Woodcock and John Cascardo, also stressed the importance of communication and working together.  They talked about the city’s history and the role that Ford Motor Company, which is heavily invested in the city, has played in the development of more aggressive and effective code enforcement policies.  

Dearborn referenced the vacant property registration form they have put together to facilitate contact with servicers.  They advised that field officers who have contact information will call the responsible party from site when they find a problem property.

They also explained Dearborn’s Certificate of Occupancy requirement.  Whenever title to a property changes hands, the seller must obtain a certificate from the city--​either a full certificate, attesting that the property is habitable and up to code, or a closing-only certificate, if the title is being transferred but the property will not be occupied until after rehab.  Servicers can obtain closing-only certificates to convey title to properties without completing repairs that the code would require for a full Certificate of Occupancy: the closing-only certificate serves to assure the city that the seller has fully disclosed all property issues to the purchaser.  It is a violation to transfer title without obtaining one or the other certificate.

Dearborn does require contractors to pull permits before performing work, and the officials advised servicers to call the city if work is required on an emergency basis and there is no time to wait for a permit.  The officials also noted that there is a state regulation in Michigan requiring that rehabilitation be performed by licensed contractors.

All the code officials agreed that they would prefer to work with servicers to secure and salvage properties rather than demolish, but if they cannot work with a servicer, and the choice comes down to a vacant lot or an unsafe structure, all indicated that they would have no alternative but to demolish the house.

All the representatives also emphasized the importance of servicers’ recording their assignments, though Dearborn conceded that they only do title searches on properties going into demolitions; short of that, the city will notice the last holder of the Certificate of Occupancy and/or the servicer who has provided contact information/completed the Vacant Property Registration.  

Pam Hines, representing the city of Las Vegas, reported that their code enforcement department is still developing their policies and procedures, as they shift from a reactive approach to code enforcement to a proactive one, but they too consider communication and contact between the servicers and the municipality to be the most important component of successfully addressing the concerns and dangers associated with abandoned and unsecure properties. Servicers should establish contact about problem properties in the jurisdiction: Las Vegas does want to work cooperatively to cure unsafe conditions, and they will halt demolition or other remedial action if the owner or responsible party acts in good faith to correct the situation.

Various representatives commented that once they become aware of an unsafe property, they and their departments are also exposed to liability should any injury or loss occur as a result of the unsafe condition.  They therefore have a multitude of reasons why they must assure that problem conditions are corrected promptly.

In answer to a question about what to do when there are violations on occupied properties or properties with current loans, Doug Leeper of Riverside pointed out that California code, at least, does give the servicer the right to take action in these cases if necessary; moreover, the standard mortgage contract identifies the borrower’s failure to maintain the property in a condition that is up to local code as a breach of the terms of the mortgage, and servicers can send their borrowers notices of default for uncured violations.  This circumstance was also pointed to as another example of the importance of assuring all records and filings are current, so that the city can provide notice to the servicer of a violation on a loan that may be current.

Several servicers commented that the issue of code enforcement is heating up across the country, and more and more municipalities are passing stricter statutes and ordinances, and they are not facing any objections.  The code officials remarked that they have an obligation to answer to their citizenry, and so they are asking servicers to give them something to say to their constituents, to assure them that their concerns are being heard and addressed.  

Servicers were also encouraged to make use of city resources, to call code enforcement, police departments, etc. for help ensuring the safety and security of vacant properties. 

All of the code representatives echoed the same core sentiment:  communication between the servicers and the municipalities is absolutely essential.  Safeguard noted that servicers and code officials alike have commented on the vast improvements in communication over the past couple of years since code officials started participating on panels and in other discussions with the mortgage industry.  Various entities have commented that, through these discussions, they have a better understanding of the concerns of other parties involved with distressed properties.  Safeguard also observed that, with this increased awareness, more and more cities are developing web sites and other means for publishing information about abandoned and dangerous properties.
