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how one looks at the displacement, hardships 
and general impact on city neighborhoods 
triggered by the ongoing foreclosure crisis 

is likely heavily influenced by one’s perspective on 
economic justice. Consider the following perspectives 
and how each might guide a policymaker’s point 
of view when developing policy solutions to the 
foreclosure crisis.

“Let us be dissatisfied until the tragic walls that 
separate the outer city of wealth and comfort and the 
inner city of poverty and despair shall be crushed by 
the battering rams of the forces of justice.”1

– Dr. Martin Luther King, Jr. (August 16, 1967, 
atlanta, ga)

“. . . [D]on’t try and stop the foreclosure process.  Let 
it run its course and hit the bottom.”2 

 – Mitt Romney, former Governor of 
Massachusetts (October 2011). 

eXecutiVe summary
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Introduction
Access to an affordable home in a good neighborhood is a key component of economic 
opportunity and security in America today.  When families live in affordable homes in 
stable neighborhoods, everyone wins - families and neighborhoods, communities and local 
governments, and the economy as a whole.  Homeowners with affordable mortgages are able 
to build equity to protect against unforeseen circumstances and invest in their future.  They also 
have money to maintain their homes and pay taxes, which benefits the entire neighborhood and 
strengthens the local economy. 

Unfortunately, New York’s lingering foreclosure crisis, prolonged by ongoing delays created by 
banks and mortgage servicers, is turning this vision of economic security and opportunity into a 
nightmare for many families and threatens the stability of our neighborhoods and communities. 
Moreover, foreclosures are disproportionately affecting African-American and Latino families and 
communities, substantially reducing their chance at equitable economic opportunity.

State and local policy makers have the tools to move New York past the crisis toward growth and 
opportunity for New York’s families, creating a happy byproduct- economic recovery and security 
for the state and its municipalities.  This report will outline measures that can be taken here in 
New York State to keep more homeowners in their homes, to encourage banks and servicers to 
work constructively with homeowners and municipalities and to help the neighborhoods most 
impacted by foreclosures regain their stability. 

Overview of the problem
To understand where we are in the foreclosure crisis, you need to look both at homes already in 
foreclosure and delinquencies still coming into the foreclosure process. This report uses Monroe 
County, New York as a vehicle to study the foreclosure crisis on the ground, and then puts the 
local findings into state and national context, making recommendations for how to address the 
crisis as a whole.

Contrary to the national media narrative, the foreclosure crisis is not over in Monroe County or 
in New York State. 

•	 While the national foreclosure rate has declined by one-half from its peak of 4.1% in 
2010 to 2.1% in June 2014:

o New York State’s foreclosure rate peaked in 2012 at 6.5% and only declined to 
5.4% by June 2014; and

o Monroe County’s foreclosure rate peaked in 2012 at 3.9% and has remained 
steady ever since. It was at 3.6% as of June 2014.

Contrary to 
the national 
media 
narrative, the 
foreclosure 
crisis is not 
over in 
Monroe 
County 
or in New 
York State.
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Contrary to the National Trend, Monroe County’s Foreclosure Rate Has  
Remained Steady and New York’s Has Only Declined Slightly  

(Foreclosure rate on 1-4 family units)

It is unlikely that New York State and Monroe County will recover from the foreclosure crisis in 
the near future. 

•	 Declines in New York’s and Monroe County’s mortgage delinquency rates (not including 
mortgages already in foreclosure) have stalled since June 2011, indicating that the stream 
of mortgages going into the “foreclosure pipeline” will continue for some time.

o After declining from its peak of 4.9% in 2010, New York State’s delinquency rate 
has remained at about 3.3% from June 2011 through June 2014, and is higher 
than the national delinquency rate of 2.4%; and

o Monroe County’s delinquency rate declined from 3.3% in 2010 to about 2.4% in 
June 2011, and has remained about the same for over three years.

This long-running foreclosure crisis has and will continue to have real consequences for 
homeowners, neighborhoods and municipalities.  It is eroding the ability of all families to access 
real economic opportunity, hurting the stability of neighborhoods and threatening the financial 
stability of municipalities.  Our hope is that this report will make policymakers, lenders and 
citizens more aware of the symptoms of the crisis and will provide clear steps that can be taken 
to eradicate the symptoms and get our neighborhoods and communities on the road to recovery.

Key Findings
The foreclosure crisis is unlikely to be over for quite a while in Rochester and Monroe County.

•	 Monroe County is facing at least 16 more months of foreclosure filings just to move 
current delinquencies into foreclosure.

•	 As of the beginning of 2014, 70% (2,450) of the 3,504 foreclosures filed on city properties 
from 2009 through 2013 were still pending in the courts.
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o Over 1,100, or 46%, of these pending cases were originally filed more than three 
to four years earlier, in 2009 and 2010.

Growth in the Backlog of City of Rochester Foreclosures  
Filed From January 1, 2009 to Dec. 31, 2013

In Rochester and Monroe County, certain neighborhoods and homeowners are much more 
impacted by foreclosures than others .
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Key Findings 
 
The foreclosure crisis is unlikely to be over for quite a while in Rochester and Monroe County. 
 

 Monroe County is facing at least 16 more months of foreclosure filings just to move 
current delinquencies into foreclosure. 

 As of the beginning of 2014, 70% (2,450) of the 3,504 foreclosures filed on city 
properties from 2009 through 2013 were still pending in the courts. 

o Over 1,100, or 46%, of these pending cases were originally filed more than three 
to four years earlier, in 2009 and 2010. 

 
GROWTH IN THE BACKLOG OF CITY OF ROCHESTER FORECLOSURES  

FILED FROM JANUARY 1, 2009 TO DEC. 31, 2013 
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In Rochester and Monroe County, certain neighborhoods and homeowners are much more 
impacted by foreclosures than others. 
 

 If Rochester’s foreclosures were distributed 
evenly across the city, there would be about 92 
houses per square mile that went into foreclosure 
from the beginning of 2009 through 2013.   

 As illustrated by the map to the left, 
however, some neighborhoods have much higher 
concentrations of foreclosures.  Within just a 
quarter mile radius in this Rochester neighborhood, 
75 mortgage foreclosures were filed from 2009 
through 2013, and 11 more foreclosures were filed 
in 2014 (along with five tax foreclosures).  That is a 
concentration of 430 mortgage foreclosures per 
square mile.  Additionally, fifteen houses in this 
same area are currently vacant, and many of those 
vacancies are properties in foreclosure.   
 
Foreclosures  are  most  heavily  concentrated  in 

communities of color, disproportionately affecting African‐American and Latino homeowners 
and neighborhoods. 

 
 Nearly 50% of African‐American and 37% of Latino homeowners live in the top fifth of 

the Monroe County neighborhoods most impacted by foreclosures, while only 8% of the 
county’s white homeowners live there. 
 
AFRICAN AMERICAN & LATINO HOMEOWNERS ARE MUCH MORE LIKELY TO LIVE IN  

MONROE COUNTY CENSUS TRACTS MOST IMPACTED* BY FORECLOSURES 
THAN ARE WHITE AND ASIAN HOMEOWNERS 

(* Top 20% of all tracts ‐‐ 38 of 192) 

 
 
 
 

% living in top 20% most 
impacted census tracts 

WITHIN A QUARTER MILE OF THE CENTER OF THIS CIRCLE,  
106 HOUSES HAVE EITHER BEEN VACANT, 
IN FORECLOSURE, OR BOTH, SINCE 2009. 

 

 
 

Red properties are foreclosures (75) filed from 2009 through 2013;  
Yellow properties are current vacants (15) and new mortgage 

foreclosures (11) or tax foreclosures (5) filed in 2014. 

Within a quarter mile 
of the center of this 

circle, 106 houses 
have either been 

vacant,
in foreclosure, or 
both, since 2009.

Red properties are 
foreclosures (75) filed 

from 2009 through 
2013; 

Yellow properties are 
current vacants (15) and 

new mortgage
 foreclosures (11) or tax 
foreclosures (5) filed in 

2014.

The 
foreclosure 
crisis is 
unlikely to 
be over for 
quite a while 
in Rochester 
and Monroe 
County.
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•	 If Rochester’s foreclosures were distributed evenly across the city, there would be about 
92 houses per square mile that went into foreclosure from the beginning of 2009 through 
2013 .  

•	 As illustrated by the map above, however, some neighborhoods have much higher 
concentrations of foreclosures.  Within just a quarter mile radius in this Rochester 
neighborhood, 75 mortgage foreclosures were filed from 2009 through 2013, and 11 more 
foreclosures were filed in 2014 (along with five tax foreclosures).  That is a concentration 
of 430 mortgage foreclosures per square mile.   Additionally, fifteen houses in this same 
area are currently vacant, and many of those vacancies are properties in foreclosure. 

Foreclosures are most heavily concentrated in communities of color, disproportionately affecting 
African-American and Latino homeowners and neighborhoods.

•	 Nearly 50% of African-American and 37% of Latino homeowners live in the top fifth of 
the Monroe County neighborhoods most impacted by foreclosures, while only 8% of the 
county’s white homeowners live there.

African American & Latino Homeowners Are Much More Likely to 
Live In Monroe County Census Tracts Most Impacted* 

By Foreclosures than are White and Asian Homeowners
(* Top 20% of all tracts -- 38 of 192)

Disinvestment goes hand in hand with foreclosures.

•	 Many of the neighborhoods most impacted by foreclosures had high levels of subprime 
lending before the crisis and, as seen on the map below, saw much greater declines in 
home purchase lending during the crisis.

•	 The most impacted neighborhoods were more likely to see declines in their home sales 
and/or their assessed values.
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Many Areas with High Concentrations of Foreclosures Saw 
Dramatically Less Home Purchase Lending in 2012 Than in 2006 

(Rochester & Parts of Monroe County)

While the City of Rochester has, so far, avoided a large number of vacancies from foreclosures, 
the lingering foreclosure crisis does raise concerns around vacancies.

•	 As of December 31, 2013, 78% of residential properties (investor and privately owned) in 
foreclosure remained occupied. 

•	 Properties in foreclosure are nearly five times more likely to be vacant than other 
residential properties. 

•	 As foreclosures linger, properties are more likely to become vacant. 
o 16% of the foreclosures filed in 2009, and 20% of the foreclosures filed in 2010, 

are on properties that have since become vacant (through the end of 2013), 
whereas only 2% of the foreclosures filed in 2013 are on properties that have 
since become vacant.

•	 And properties are increasingly more likely to already be vacant when the foreclosure is 
filed.

o 18% of 2013’s foreclosure filings are on properties that were already vacant, six 
times higher than 2009’s rate of only 3%.
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Disinvestment goes hand in hand with foreclosures. 
 

 Many of the neighborhoods most impacted by foreclosures had high levels of subprime 
lending before the crisis and, as seen on the map below, saw much greater declines in 
home purchase lending during the crisis. 

 The most impacted neighborhoods were more likely to see declines in their home sales 
and/or their assessed values. 

 
MANY AREAS WITH HIGH CONCENTRATIONS OF FORECLOSURES SAW DRAMATICALLY LESS HOME 

PURCHASE LENDING IN 2012 THAN IN 2006 (ROCHESTER & PARTS OF MONROE COUNTY) 

 
 
While the City of Rochester has, so far, avoided a large number of vacancies from 
foreclosures, the lingering foreclosure crisis does raise concerns around vacancies. 
 

 As of December 31, 2013, 78% of residential properties (investor and privately owned) 
in foreclosure remained occupied.  

 Properties in foreclosure are nearly five times more likely to be vacant than other 
residential properties.  

 As foreclosures linger, properties are more likely to become vacant.  
o 16% of the foreclosures filed in 2009, and 20% of the foreclosures filed in 2010, 

are on properties that have since become vacant (through the end of 2013), 
whereas only 2% of the foreclosures filed in 2013 are on properties that have 
since become vacant.  

-- Numbers in 
black are the 
% difference 
in lending by 
census tract 
from 2006 to 
2012.

-- Each green 
dot represents a 
filed foreclosure.
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David P. is a 50-year old veteran and father of three who lives in a suburb of Rochester.  
Having served in the US Army, he is partially disabled as a result of injuries he sustained in 
the line of duty.  David has sole custody of his three children, and has raised them in their 
family home since he was divorced.  Given his situation, David has several forms of household 
income, including VA disability assistance, Social Security Disability, business income, child 
support and rental income.  David’s lender filed for foreclosure in February 2011. 

Due to the complexity of David’s various finances, Empire Justice Center has represented 
him throughout the ongoing foreclosure process.  The lender repeatedly asked for the same 
or more paperwork and updated documentation.  Despite the best efforts of Empire Justice 
Center attorneys, David was denied a loan modification. 

The lender is moving forward with the foreclosure action, and a sale is likely to be scheduled 
in early 2015.  After three long years, it looks like David and his family will lose their home 
and the friends, the school and neighborhood they have known for 13 years. 

David could have saved his home with a principal reduction, but this was a Veterans 
Administration loan subject to servicing rules established by the VA.  As is also true with 
the more numerous FHA loans, the VA does not permit principal reductions.  Although 
the mortgage balance here is $225,000, the fair market value of the home is actually only 
$150,000, and if the home goes through a sale at foreclosure the VA will only receive a 
fraction of that amount.  That means that the VA will lose a minimum of $75,000 by going to 
foreclosure and sale.  If David had been given a principal reduction of just $25,000 he could 
have stayed in his home, saving the taxpayers tens of thousands of dollars and keeping the 
family from losing their home.

Even with Legal 
Representation, 

Delays Caused 
by a Lender 

Mean a Veteran 
will Lose his Home
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Foreclosures on investor owned properties create their own challenges for neighborhoods and 
municipalities.   

In the City of Rochester:

•	 Foreclosures on investor owned properties account for at least half of foreclosures filed 
between 2009 and 2013, and over half of the still-pending foreclosures.

•	 Almost one-third of the investor owned properties with foreclosure actions were vacant - 
either at the time foreclosure was filed or during the foreclosure process.  In comparison, 
only 10% of the owner occupied properties with foreclosure actions were vacant.

•	 At least 75% of the vacant houses pending in foreclosure are investor properties:

New York’s judicial foreclosure process is not the cause of delays in the prosecution of 
foreclosures in Monroe County.

•	 Our review of court records shows that, while Monroe County’s Supreme Court ruled 
on motions quite quickly, delays were almost exclusively caused by the banks and their 
attorneys.  Cases cancelled by banks and started over in 2014 took only nine months to 
get to a final Judgment of Foreclosure.

Delays created by mortgage holders are shifting costs and maintenance burdens further 
down the line to other parties - homeowners, municipalities, new mortgage investors and 
government insuring agencies.

•	 Mortgage holders present numerous obstacles to homeowners trying to get a loan 
modification.  This includes requiring the repeated resubmission of documents, asking 
for non-applicable documents, and giving little support to Limited English Proficient (LEP) 
homeowners or surviving spouses and children.

•	 As in other cities, bank “walk-aways” appear to be a significant problem in Rochester.  
A bank “walk-away” is when the mortgage holder fails to start or follow through 
on a foreclosure action.  Such inaction adds to the backlog of foreclosures, leaves 
homeowners and the city uncertain about the status of homes and burdens 
neighborhoods with additional vacancies. 

•	 Mortgage holders are increasingly making bulk transfers of their mortgage interests, 
including sales of notes, assignments of mortgages, transfers of mortgage servicing rights 
and disposition of certain government-backed troubled assets. 

o In 2013 and 2014, one type of transfer, assignments of mortgages, increased 
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 Properties have become increasingly more likely to already be vacant when the 
foreclosure is filed. 

 18% of 2013’s foreclosure filings 
are on properties that were 
already vacant, six times higher 
than 2009’s rate of only 3%. 
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properties create their own challenges 
for neighborhoods and municipalities.    
 
In the City of Rochester: 
 

 Foreclosures on investor owned 
properties account for at least 
half of foreclosures filed 
between 2009 and 2013, and 
over half of the still‐pending 
foreclosures. 

 Almost one‐third of the investor 
owned properties with 
foreclosure actions were vacant ‐ 
either at the time foreclosure 
was filed or during the 
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comparison, only 10% of the 
owner occupied properties with 
foreclosure actions were vacant. 

 At least 75% of the vacant 
houses pending in foreclosure 
are investor properties:  
 

 
 
 
New York’s judicial foreclosure process is not the cause of delays in the prosecution of 
foreclosures in Monroe County. 
 

 Our review of court records shows that, while Monroe County’s Supreme Court ruled on 
motions quite quickly, delays were almost exclusively caused by the banks and their 
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EVEN WITH LEGAL REPRESENTATION, DELAYS CAUSED BY A 
LENDER MEAN A VETERAN WILL LOSE HIS HOME 

David	P.	is	a	50‐year	old	veteran	and	father	of	three	who	lives	in	a	
suburb	of	Rochester.		Having	served	in	the	US	Army,	he	is	partially	
disabled	as	a	result	of	injuries	he	sustained	in	the	line	of	duty.		
David	has	sole	custody	of	his	three	children,	and	has	raised	them	in	
their	family	home	since	he	was	divorced.		Given	his	situation,	David	
has	several	forms	of	household	income,	including	VA	disability	
assistance,	Social	Security	Disability,	business	income,	child	
support	and	rental	income.		David’s	lender	filed	for	foreclosure	in	
February	2011.		
	

Due	to	the	complexity	of	David’s	various	finances,	Empire	Justice	
Center	has	represented	him	throughout	the	ongoing	foreclosure	
process.		The	lender	repeatedly	asked	for	the	same	or	more	
paperwork	and	updated	documentation.		Despite	the	best	efforts	of	
Empire	Justice	Center	attorneys,	David	was	denied	a	loan	
modification.		
	

The	lender	is	moving	forward	with	the	foreclosure	action,	and	a	
sale	is	likely	to	be	scheduled	in	early	2015.		After	three	long	years,	
it	looks	like	David	and	his	family	will	lose	their	home	and	the	
friends,	the	school	and	neighborhood	they	have	known	for	13	
years.		
	

David	could	have	saved	his	home	with	a	Principal	Reduction,	but	
this	was	a	Veterans	Administration	loan	subject	to	servicing	rules	
established	by	the	VA.		As	is	also	true	with	the	more	numerous	FHA	
loans,	the	VA	does	not	permit	principal	reductions.		Although	the	
mortgage	balance	here	is	$225,000,	the	fair	market	value	of	the	
home	is	actually	only	$150,000,	and	if	the	home	goes	through	a	sale	
at	foreclosure	the	VA	will	only	receive	a	fraction	of	that	amount.		
That	means	that	the	VA	will	lose	a	minimum	of	$75,000	by	going	to	
foreclosure	and	sale.		If	David	had	been	given	a	principal	reduction	
of	just	$25,000	he	could	stay	in	his	home,	saving	the	taxpayers	tens	
of	thousands	of	dollars	and	keeping	the	family	from	losing	their	
home.	
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substantially in Monroe County. 
o The Federal Housing Administration (“FHA”), under the direction of the 

Department of Housing and Urban Development (“HUD”), and Fannie Mae and 
Freddie Mac (under the Federal Housing Finance Authority, or “FHFA”) are each 
under pressure to reduce their portfolios of delinquent loans.  They have begun 
to conduct bulk note sales to investors who are subject to lesser oversight by 
regulators.  Advocates are concerned these transfers will impede the ability to 
negotiate successful loan modifications, and there is no assurance these investors 
will not just abandon their interests on vacant properties, leaving cities holding 
the bag.  

•	 If bulk transfers (many of which go unrecorded in public records) become the “new 
normal,” the increased number of properties lost or tied up in these transfers will create 
additional delays and headaches for municipal officials trying to address abandoned 
foreclosure proceedings or vacant and abandoned properties.

Recommendations
I.   Preserve Home Ownership To Stabilize Neighborhoods 

Maximize continued occupancy of homeowner properties.
1.   Allow homeowners in settlement conferences to use reduced tax 

assessments as evidence of decreased value.  This would shift the obligation to 
the mortgage holder to show it is negotiating in good faith if it fails to consider a 
principal reduction that reflects the decreased assessment.

2.   Strengthen New York’s required settlement conferences by making it easier for courts
to consider challenges to current property valuations, taking into account such 
factors as the effect of concentrations of foreclosures in the immediate area.

3.   Require lenders to expedite the loan modification process and provide
affordable loan modifications in line with the actual value of the property.

4.   Ensure that funding for housing counseling and direct legal representation
programs for homeowners is made permanent.

5.   Invest settlement dollars in, and adequately fund, a non-profit vehicle able to 
compete

withprivate investors for the purchase of discounted pools of distressed mortgage 
notes and properties located in New York such as the Community Restoration Fund 
proposal of New Yorkers for Responsible Lending, which is detailed in Appendices C 
and D.   

II.  Greater Transparency

Better information and data for municipalities to evaluate, prepare for and monitor 
problem properties.
1.   Link court filings to a property information database through the use of

common identifiers, such as real property tax account numbers, to allow cities and 
planners to conduct essential policy analyses.
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2.   Have banks or state regulators that now get delinquency notices from
servicers provide those notices to municipalities, or at least make them readily 
available to municipalities on request.

3.   Require all mortgage interest holders, i.e. lenders, servicers, mortgage
assignees or other mortgage servicing rights (MSR) transferees, to notify 
municipalities when a delinquent mortgage or property in foreclosure becomes 
vacant.

III. Greater Leverage 

Provide municipalities with improved tools to pursue proactive neighborhood 
stabilization strategies.
1.   Use state law to require lenders and loan servicers not currently subject

to federal supervision to adopt three “sound banking practices” identified by federal 
regulators.  Namely that they (1) update their current property valuations in order to 
determine whether to proceed with a foreclosure or abandon it, and if abandoning 
the property require they (2) notify the borrower and (3) notify the municipality in 
order to reduce the number of vacancies created by unnecessary delays.

2.   Use state law or regulation to assure that both lender/servicers
and municipalities each designate a single point of contact to facilitate 
communications regarding the status of foreclosures and maintenance of properties.

3.   Remove procedural obstacles in the current New York State law for taking
title to abandoned dwellings, Real Property Actions and Proceedings Law (RPAPL) 
Article 19-A, to eliminate unnecessary obstacles that currently impede municipalities 
from  taking title to abandoned properties.

4.   As a supplement to RPAPL Article 19-A proceedings, amend RPAPL Article
13 to permit municipalities to intervene “as of right” when there is a private 
foreclosure case.  This would require banks to proceed diligently with their cases 
instead of allowing them to languish.

5.   Strengthen the rules governing HUD’s and FHFA’s distressed asset sales
to ensure that they result in homeowners being able to stay in their homes where 
possible, and that these properties are dealt with in a way that does not further 
destabilize neighborhoods.

6.   Empower courts to order mortgage interest holders to post undertakings
and establish maintenance plans as a condition of foreclosure adjournment on 
investor properties.

IV.  Fund Damage Control

The municipalities least able to afford it have borne the brunt of the foreclosure crisis.  
Going forward, the cost of addressing the crisis should be a shared responsibility, with 
funds coming from the state and through the real estate financing process, as a way to 
increase resources to stabilize impacted neighborhoods.
1.   Designate and appropriate state funds to assist the most impacted

municipalities now carrying the fallout from foreclosures on their own (i.e. state 
supplement to offset diminished tax base).
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2.   Provide municipalities with state funding for demolition of vacant and
abandoned properties or, at a minimum, eliminate unnecessary state fees (i.e. 
environmental notice fee).

3.   Establish a registry of vacant properties, and require posting of a bond
by the owner or any mortgagee not relinquishing the mortgage, in order to assure 
ongoing maintenance.

4.   Fund community land banks, as well as other community development
entities and organizations, at a scale sufficient for necessary acquisition and 
rehabilitation, possibly paid in part by a state or local assessment on investors 
relinquishing portfolio properties.

5.   Explore the potential for establishing a statewide mortgage recording fee
in order to create a state fund for mitigating the impacts in areas with high 
concentrations of foreclosures. A slight fee could generate a substantial fund due to 
the huge volume of transactions in the state.  
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