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City sets up mortgage triage team

Battle against foreclosures
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Worcester City Manager Michael V. O’Brien, right, and Douglas M. Rawan, chief financial officer of Drew Mortgage Associates of Shrewsbury, are shown at last week’s foreclosure summit at the Main South Community Development Corporation. (T&G Staff/JIM COLLINS)
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WORCESTER— Caught between crushing debt and free-falling real estate values, Massachusetts residents are now defaulting on home and condominium mortgages at unprecedented rates, Telegram & Gazette reporter Chris Pope wrote in February 1991. 

As the state slipped into recession, 4,049 homes across Massachusetts were foreclosed. “Absolutely staggering, totally scary,” one state official said then. 

To put that in perspective, last month alone 800 Massachusetts homes were foreclosed, according to The Warren Group, a pace that, should it continue — and most mortgage experts believe it will accelerate this year, would double absolutely staggering and totally scary. 


Francis D. Paquette, director of NeighborWorks HomeOwnership Center, the city’s storefront effort to stem the foreclosure tide through counseling, education and common sense, said the foreclosure signs that were first evident in Bell Hill and Vernon Hill have now spread citywide, including the West Side and Main South. 

Greater Worcester ranked 32nd among the nation’s 100 largest metropolitan areas in foreclosure activity, according to a national survey done last summer. 

“We’re in the middle of this thing,” Mr. Paquette said. “It could last to 2010 or 2011.” 

“The good old days are over,” concluded Douglas M. Rawan, chief financial officer of Drew Mortgage Associates of Shrewsbury. “Option One is gone. Ameriquest is gone. They had the Rolling Stones doing their commercials.” 

An uncertain economy has added to the seemingly inescapable drag of ballooning mortgage payments and deflated property values for those caught in the subprime quicksand. 

“And it’s not just people who paid too much for houses that no longer are worth what they paid that are in trouble,” Mr. Paquette said. “People lose their jobs, or they get sick. Life happens to them.” 

City Manager Michael V. O’Brien has estimated that, over the next two years, 4,220 city homes are in danger of foreclosure. 

The loss of a home may be a tragedy for the homeowner, but it is also detrimental to the value of neighbors’ homes. Enough foreclosures can degrade an entire neighborhood, Mr. O’Brien told about 50 community activists and city officials at a foreclosure summit last week at the Main South Community Development Corporation organized by District 4 Councilor Barbara G. Haller and William T. Breault, chairman of the Main South Alliance for Public Safety. 

“When the owner goes, the grass doesn’t get cut, windows get broken, there’s trash in the yard,” he said. The cycle of decline begins. “You’ve seen this. One day there’s no footprints in the snow and the house is secure. The next day there’s footprints in the snow and the front door is flapping in the wind.” 

Homeowners faced with a foreclosure notice have three choices, Mr. Paquette said: a short sale, bankruptcy, or loan modification. 

To those three Mr. Rawan added a fourth: “Get a second job if a few hundred dollars more a month in income makes the difference between keeping and losing your home.” 

And don’t leap into bankruptcy, Mr. Rawan said. “You could declare bankruptcy and still lose your home if you can’t make the payments.” 

In a short sale, the bank or mortgage company agrees to take less than balance due on the mortgage, Mr. Paquette said. 

For example, a house with a $300,000 mortgage can be sold to an approved buyer for $250,000 — a price derived from an appraisal — and the note-holder agrees to eat the difference with no harm to the seller other than the loss of whatever equity he thought he had in the property. 

Mr. Rawan said that in his experience short sales can take two months or much longer. A second mortgage on the property adds considerably to the time. 

Jonathan M. Weaver, a counselor at the HomeOwnership Center, reminded those who receive foreclosure notices that they can remain living in the home while the process goes on. 

“You don’t have to pack up and leave,” he said. “You have to be evicted, and that takes time.” 

Be prepared to deal with the bank or mortgage company’s loss mitigation department, Mr. Rowan said. 

“Don’t lose your composure,” he said. “Don’t start yelling and screaming. Keep your head.” 

Last month, Mr. O’Brien launched S.A.V.E., a program the manager described as “a living and breathing action plan” to deal with both the foreclosure crisis and persistent problem properties. 

The acronym stands for stabilize, assist, value and enforce. 

“We want to first stabilize a situation,” Mr. O’Brien said, “to get in quick and do what we can to help the people help themselves.” 

The assistance would likely come from the HomeOwnership Center, he said, in the form of foreclosure education and prevention and helping to manage the debt. Mortgage triage clinics will be held around the city over the next 12 months. 

For troubled multifamily properties “in good condition, with viable tenants and an owner in limbo,” the city manager has proposed putting the dwellings in receivership until the mortgage is resolved and/or a new owner is on board. 

The value comes from “keeping our greatest assets — our neighborhoods strong,” he said. 

To improve the enforcement aspect — which the manager acknowledged has been deficient — Mr. O’Brien has separated the building, code and public health inspection offices out of the Human Resources Division and reorganized the three offices as the Inspection Division with an inspection commissioner. 

The changes, pending City Council approval, would streamline inspection and make it a seven-day-a-week operation. 

“Data will be fed into the system daily,” he said. “We can’t use standards from the 1980s and 1990s to deal with today’s problems.” 

The manager has also created a property review team that involves code inspectors operating alongside police and fire inspectors. 

The city is also partners with the Central Massachusetts Housing Alliance to help relocate tenants evicted because of foreclosure or condemnation. 

“We’re going to throw out there everything in the city arsenal,” Mr. O’Brien said. “We’re here to make sure the crisis doesn’t become a tsunami.” 

Contact Mark Melady by e-mail at mmelady@telegram.com. 

