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Attorneys at New Havel Legal Assistance and Greater Hartford Legal Aid achieved a major victory to protect thousands of tenants nationwide who were at risk of eviction from foreclosed properties.



On December 14, 2008, the Federal National Mortgage Association (FNMA) announced in a letter to New Haven Legal Assistance that it has agreed to construct a new and comprehensive national plan to reach out proactively to renters in foreclosed properties to offer them the opportunity to enter into leases and remain in the premises while the property is marketed (see attached).

Fannie Mae issued this policy statement in response to a demand letter sent on December 8, 2008 by attorneys at New Haven Legal Assistance Association (see attached).  The demand letter threatened legal action against the Federal National Mortgage Association (“Fannie Mae”) if it does not immediately cease evictions against tenants living in properties foreclosed on by the mortgage-finance company.   New Haven Legal Assistance raised this issue on behalf of tenants who were current on their rent and being evicted simply because the landlord had fallen behind on the mortgage, and the property had now been foreclosed upon by Fannie Mae.  The attorneys explained that the decision to evict tenants from foreclosed properties violates protections recently implemented in the federal bailout legislation, and was inconsistent with the goals of the government conservatorship of Fannie Mae, and the billions of taxpayer dollars that have been provided to Fannie Mae as part of the federal bailout plan.

Section 109(b) of the Emergency Economic Stabilization Act, passed on October 3, 2008, requires governmental entities to “permit bona fide tenants who are current on their rent to remain in their homes under the terms of their lease.”  The law requires Fannie Mae to conduct a case-by-case analysis of foreclosed properties to determine if it is possible to allow tenants to stay.  Fannie Mae had not been doing so.  

Fannie Mae acknowledged that it had a practice of primarily offering “cash for keys” to tenants to encourage them to move out, and evicting those who remained.   Such policy of emptying tenants from foreclosed properties wreaks havoc on the lives of tenants, who face the stress of having to find new affordable apartments, switch their children to new schools, and pay moving expenses.   The evictions also decimate communities and neighborhoods by emptying out properties and leaving them vacant while the mortgage company attempts to market the property.  Property values fall and crime rates rise as the buildings sit vacant.

On November 20, 2008 Fannie Mae had announced a suspension of all such evictions.  However, the suspension applied to the completion of evictions only (i.e., the marshall or sheriff arriving to eject the tenant).  Since the announcement of the suspension, 17 new eviction actions had been filed in Connecticut, alone.  Moreover, around the country tenants were moving out and signing court agreements to vacate, thinking that there was no choice to remain.  

The new policy is to go into effect by January 9, 2008.  In the meantime, Fannie Mae has agreed to a nationwide moratorium on all evictions.  Fannie Mae has directed its attorney and broker network to stay all eviction proceedings and cease any activity related to any eviction proceeding regarding the approximately 4,000 renters living in properties foreclosed by Fannie Mae.

The moratorium will provide immediate relief to the 36 households presently under eviction in Connecticut and another 10 households in which tenants signed court stipulations to vacate imminently. 

“As legal aid lawyers working most closely with the people and neighborhoods being devastated by the foreclosure crisis, we had seen the detrimental impacts of Fannie Mae offering cash for keys to tenants and evicting the rest.  We had seen bona fide renters who were current on their rent being forced to leave their homes, without ever being asked if they were current on rent or if they wanted to remain while the property was being marketed,” explains Attorney Amy Marx. 

“We are delighted that Fannie Mae took our concerns seriously and has agreed to change its practice of emptying tenants from foreclosed properties.  We eagerly await the implementation of the new polices by Fannie Mae and are hopeful that they will be comprehensive, nationwide, and in compliance with the bailout legislation, ” says Marx.

“Tenants in properties foreclosed by Fannie Mae are only a part of the national problem.  In addition, there are thousands of innocent renters in properties foreclosed upon by private banks.  Unfortunately, Fannie’s new policy does nothing to protect them,” notes New Haven Legal Assistance attorney Amy Eppler-Epstein.  “We have contacted our state legislators to develop legislation in Connecticut that will provide the same protections for all tenants.   We hope to expand our advocacy to federal legislation as well.” 

The funding crisis currently facing the legal services programs in Connecticut puts at risk the ability of legal services to perform such important advocacy in the future.   

Attorney Patricia Kaplan, Executive Director of New Haven Legal Assistance, comments, “This landmark nationwide success demonstrates the importance of the work done by legal aid attorneys.  This change in national policy began with two legal aid attorneys at Greater Hartford Legal Aid who represented one low-income tenant in Hartford Housing Court.  New Haven Legal Assistance picked up on this work and filed appearances in two cases in New Haven Housing Court.  From these three cases, a national advocacy strategy was developed which has achieved a result that will assist tens of thousands of renters around the country.”

The legal services programs in Connecticut are facing an $8-9 million budget shortfall and face lay offs of over a third of their staff, due to the precipitous drop in IOLTA funds. (see attached fact sheet).  Attorney. Elam Lantz Jr., Executive Director of Greater Hartford Legal Aid, further explains, “One of the attorneys who worked on this critical issue has already been issued a lay-off notice and many others are at risk, if we don’t find additional funding for legal services during this upcoming legislative session.”  

