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Executive Summary

The number of foreclosure filings in Cuyahoga County and across Ohio continues to rise. There
were 13,729 new residential foreclosure filings in 2007, an eight percent increase from the
previous year. Renters make up a significant portion of Cuyahoga County’s population (more
than one-third) but are often not considered in the foreclosure process. Renting families are often
given little, if any, notice about the house going into foreclosure and may face significant costs
when they leave.

This study investigates how renter families are affected by the foreclosure process. Among the
findings specific to Cuyahoga County:

e An estimated 3,918 foreclosure filings were rental units in 2007, an increase of 29
percent from the previous year. Rental foreclosure filings grew at a higher rate than
owner-occupied foreclosure filings. Rental foreclosure filings represented nearly 30
percent of all residential property foreclosure filings in 2007.

e More than 35 percent of foreclosure filings in Cleveland (2,586) and East Cleveland
(175) affected rental units. The majority of inner-ring suburbs experienced increases in
rental foreclosure filings including: Cleveland Heights (149), Euclid (148), Maple
Heights (123), Garfield Heights (85), Parma (67), Shaker Heights (54), South Euclid
(43), and Lakewood (42).

e Record numbers of tenants are using the First Call for Help (2-1-1) and Cleveland
Tenants Organization (CTO) for help dealing with foreclosure-related issues.

e Tenants receive little to no notice about their rental property being in foreclosure. The
purchaser often evicts tenants immediately, which hurts families financially and can
dramatically disrupt their lives. The Cleveland Housing Court notes a near doubling in
eviction filings against renters because of foreclosure filings.

« Families displaced by a rental foreclosure can face high costs including lost and new
security deposits, increased new rent, moving and storage costs, and property costs.
Based on interviews and intake sheets from the CTO, the average cost for a family is
more than $2,500. Based on the estimated number of rental units, it is possible that renter
families experienced $10 million in losses because of foreclosure filings.

The report ends by recommending:

e Enacting state and federal laws that allow a renters’ tenancy to survive the foreclosure
process.

= Mandating a proper notice of foreclosure to renters of 90 days or more.

e Establishing a revolving, no- or low-interest loan fund to help renters with the new costs
associated with moving.

= Encouraging banks to offer financial incentives rather than evictions.
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Community Costs of Rental Foreclosures:

Based on dozens of intake sheets and several interviews with renters from the Cleveland Tenants
Organization, this section details the costs associated with rental foreclosure filings. We had
difficulty estimating some costs, including those for transportation and those facing friends,
family members, community organizations and government agencies. Further, because most of
the intake sheets and interviews were with city of Cleveland tenants, rent and other expenses
would likely be higher with a more county-wide sample.?® We did not include the price of a first
month’s rent even if landlords require that separately from current month’s rent. Table 4 reveals
that the average family involved in a rental foreclosure filing faces $2,558 in costs.?” The largest
costs for families are the lost and new security deposits. Many families also find that they have
high costs to replace appliances, furniture and other possessions that get damaged in the move,
are too expensive or cumbersome to move, or have to be left behind because there is a lag
between when the old lease ends and when they find new housing. . Many families move in with
family and friends. The cost of this “doubling up” arrangement to the friends or relatives who
temporarily house the evicted family d is difficult to estimate.

Other large expenses are moving and storage costs and the increase in rent that most tenants face
when relocating to another rental property. Many families face increased rent costs because they
have a short time to find a new property or are limited by transportation, work, and school issues.
As previously mentioned, it is important to note that not all foreclosure filings result in a family
being evicted or facing these costs. Based on the estimated 3,918 rental foreclosure filings in
Cuyahoga County, families lost more than $10 million in 2007.

%8 Interview with Mike Piepsny, February 11, 2008.

" This is likely a conservative estimate given that rental costs vary per city and the majority of renter interviews
were with Cleveland tenants, who pay less in rent than inner-ring and outlying suburbs. According to Heading Home
(2007), the average rent in Greater Cleveland is $650, higher than documented in this study.
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Table 4: Estimated costs for a family forced to move because of a foreclosure

Expense Estimated cost per family Estimated total cost in
Cuyahoga County, 2007
Lost Security deposit $474 $1,857,132
New security deposit $503 $1,970,754
Rent change (increase) $50 $600 $195,900 | $2,350,800
Month Year Month Year
Appliances, Furniture,
Clothing, and other $520 $2,037,360
possessions lost
Utility costs $89 $348,702
Moving and storage costs $322 $1,261,596
Legal costs N.A. N.A.
Total costs $2,558 $10,022,244

Note: Tenants that were sampled provided too few responses to draw estimates for legal costs. Many tenants
utilized Legal Aid or simply did not challenge the eviction or foreclosure in court, incurring no legal costs.
Other tenants did not know their costs yet or could not recall them.

Policy recommendations:

Based on the data analysis above, several policy changes would benefit renters and the
community.

First, renters deserve more protection from suddenly losing their home to foreclosure.
Companion bills in the Ohio General Assembly, HB 440 and SB 295, would ensure that rental
leases survive a foreclosure. These bills would not allow the rental agreement to terminate upon
foreclosure of the landlord’s mortgage. Federal legislation, H.R. 3915, offers similar protection
by requiring three months notice of termination of tenancy and continuation of an existing lease
through the foreclosure. Tenants who are paying their rent and fulfilling the conditions of their
leases should not be forced out of their homes because of their landlords’ financial problems. We
recommend passage of both the Ohio and federal bills discussed here.

Second, if lawmakers are unable to pass protections that will keep tenants in the home, they
should introduce legislation that at least requires a longer notification period before renters can
be evicted and that requires landlords to continue to maintain the property and fulfill their other
responsibilities, even if the building is in the foreclosure process. Additionally, stronger penalties
should be imposed on landlords who continue to collect rent and do not keep up their
responsibilities as a landlord because they are in the foreclosure process.

Third, county auditors should be recording and registering rental units as required by law. Some
cities already attempt to do this type of recording work and could help coordinate the auditor
efforts. This would help track rental foreclosures and also speed availability for purchase of
foreclosed properties.

Fourth, we recommend establishment of a community-based, no-interest, revolving loan fund to
help renters relocate and cover their security deposit, moving, and other costs. This could be
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done at state or more regional levels. The agency could help set up a reasonable payment plan for
the family to pay back the loan, which could then be used for other families in similar situations.
Many of the families indicate that losing their security deposit and transferring utilities are their
biggest financial hurdles. Short-term relief through a renewable loan fund could provide
hundreds of families with the assistance to move their family to a safe and affordable location.

Fifth, occasionally a “cash for keys” program can benefit a family and we encourage banks to
offer well-crafted versions of this voluntary program as an alternative to eviction. This approach,
which varies from bank to bank, generally involves a bank offering a payment of between $500
and $1,500 to a tenant who is willing to vacate the home quickly. This can save the bank time
and costs involved in court evictions, and can provide the tenant with reasonable compensation
to move and find a new home. Although we don’t think all of these programs are perfect, we
recommend that banks consider this approach for tenants who choose it.

Sixth, the Cuyahoga County Sheriff’s Office indicates a willingness to serve tenants a written
notice of their rights upon finding tenants rather than home-owners after a foreclosure filing or
sheriff sale. Working with CTO, Legal Aid, and Don’t Borrow Trouble, the sheriff deputies can
have this document on hand when acting on a foreclosure notice. We encourage the Sheriff’s
office to continue to build on this approach, and we urge cooperation from the court system to
also ensure that tenants have this information in the early stages of the foreclosure filing. Don’t
Borrow Trouble is willing to send postcards and make other attempts to contact tenants in the
early foreclosure stages. These efforts should be replicated on a state-wide level.

Renters make up a large part of the Cuyahoga County community and of communities
throughout Ohio. It is imperative that their rights and financial situations are protected in
Cuyahoga County and throughout the state. As this study shows, foreclosures result in
substantial costs for renting families and the community. By better understanding the way
foreclosures have affected renters and putting in place some of the modest reforms described
above, we can ease the situation for renters when the property that they are living in is foreclosed
upon.
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Appendix 1: Foreclosure Filings in Cuyahoga County
Percent of Percentage of
. . Estimated Estimated Homes
Residential Foreclosures
City Foreclosures . Rental fhat are that are
2007 Foreclosures | Foreclosures | Rentals, Rentals
2007 2006 Census 2007
2000
Bay Village 66 8 0 8% 12%
Beachwood 30 7 0 36% 23%
Bedford Heights 32 19 12 47% 59%
Bedford 157 28 21 40% 18%
Berea 104 17 11 29% 16%
Bratenahl 4 18 1 15% 22%
Brecksville 33 3 6 12% 9%
Broadview
Heights 46 2 3 23% 4%
Brook Park 138 14 10 16% 10%
Brooklyn Heights 8 0 1 10% 0%
Brooklyn 45 8 3 38% 18%
Chagrin Falls 12 1 1 27% 8%
Cleveland Heights 544 149 101 38% 271%
Cleveland 7,333 2,586 2,045 51% 35%
Cuyahoga Heights 2 1 0 25% 50%
East Cleveland 483 175 209 64% 36%
Euclid 624 148 87 41% 24%
Fairview Park 61 12 8 27% 20%
Garfield Heights 544 149 79 20% 27%
Gates Mills 1 0 1 7% 0%
Glenwillow 10 0 0 24% 0%
Highland Heights 31 2 1 3% 6%
Highland Hills 7 3 0 46% 43%
Hunting Valley 5 1 0 16% 20%
Independence 21 3 1 5% 14%
Lakewood 279 42 32 55% 15%
Lyndhurst 65 13 9 12% 20%
Maple Heights 554 123 104 16% 22%
Mayfield Heights 57 5 7 49% 9%
Mayfield Village 10 1 2 18% 10%
Middleburg
Heights 41 2 3 27% 5%
Moreland Hills 17 4 0 5% 24%
Newburgh Heights 30 9 1 37% 30%
North Olmsted 139 20 19 20% 14%
North Randall 6 0 0 72%. 0%
North Royalton 106 15 13 25% 14%
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Oakwood 51 10 6 28% 20%
Olmsted Falls 67 14 3 17% 21%
Olmsted 54 9 4 20% 17%
Orange 21 1 0 4% 5%
Parma Heights 85 14 11 40% 16%
Parma 467 67 36 23% 14%
Pepper Pike 22 1 4 4% 5%
Richmond Heights 66 5 8 37% 8%
Rocky River 72 5 4 29% 7%
Seven Hills 45 8 1 3% 18%
Shaker Heights 229 54 44 35% 24%
Solon 96 10 14 12% 10%
South Euclid 264 43 25 16% 16%
Strongsville 149 25 25 17% 17%
University Heights 77 15 15 25% 19%
Valley View 4 0 0 8% 0%
Walton Hills 9 1 0 3% 11%
Warrensville
Heights 210 43 34 52% 20%
Westlake 92 5 9 25% 5%
Woodmere 4 0 0 69% 0%
Total 13,729 3,918 3,034 29%
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