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Owing more on properties than they're worth, some local homeowners are voluntarily walking away from their house
notes.
"They don't need to be foreclosed on. They're just turning in the keys," said Martha Lucey, president and chief
executive officer of Fresno-based nonprofit credit counselors, By Design Financial Solutions. "The problem we're
seeing is that (these residents') equity position is compromised. They're upside-down."
They are also willing to accept the disadvantages of foreclosure – the damage to their credit, their ability to re-enter
the housing market and even their capacity to find a job in the future.

Among the signs of the growing interest and acceptance: Entrepreneurs launched a San Diego County business to
show homeowners the steps to take. The state's largest credit union has dedicated a small pool of money to give
some a second chance at homeownership. Workshops are being offered across the region to educate consumers
on all available options, including foreclosure.
Although homeowners often try to renegotiate the terms of their mortgages, lenders are often reluctant or unable to
do so. One mortgage may be held by dozens of investors, and not all of those investors will accede to changes.
"We hadn't had any foreclosures until 2007. Now, we've had a couple walkaways and others insinuating that they
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would," said Paul Rigdon, vice president of lending at North Highlands-based SAFE Credit Union.
Walkaways could be a growing problem – or simply the latest media sensation, said Paul Leonard, California
director of the Center for Responsible Lending. The cases, so far, are anecdotal.
Yet, said Leonard, "the notion is very unsettling that foreclosure is an option (for homeowners). The home is a
palace of things for many. The vast majority of foreclosures are involuntary."
In California, foreclosures are becoming record-setting reality: Lenders mailed homeowners nearly 82,000 default
notices in the fourth quarter 2007, according to real estate tracker DataQuick Information Systems. That's up 12
percent from the third quarter, nearly 115 percent from fourth quarter 2006, and the highest total since DataQuick
began its tally 16 years ago.
In 2007, the Sacramento metropolitan area had the fifth-highest foreclosure rate in the nation with more than
49,500 filings, according to RealtyTrac.
Rigdon and other lenders are trying to persuade homeowners to weather the downturn.
"This is going to affect their credit for quite some time. Some people are just looking at their situation and are
hoping that lenders will relieve them of their problem," Rigdon said. "We don't want to take their homes. With the
market the way it is, foreclosures are in nobody's best interest."
Foreclosure stays on a consumer's credit report for seven years after an initial payment is missed, said Rod Griffin,
senior manager for public education at Dallas-based credit bureau Experian.
Credit scoring doesn't assign point values to foreclosures or repossessions, but it does provide a lender with a
window into a person's credit life, Griffin said. Often, foreclosure is the culmination of a history of late payments in
other areas.
Employers have begun scrutinizing such histories in evaluating the fitness of job candidates, especially those
seeking to manage finances or handle sensitive information, Griffin said.
Nonetheless, home buyers are now using foreclosure as a financial planning tool. At youwalkaway.com, Jon
Maddux and his staff in San Diego County lead homeowners through the steps on how to do it.
On a slow day, the site gets about 2,500 hits, said Maddux, who co-founded the company in January after a career
in finance and real estate. As many as 20 clients a day follow through with the company, he added.
Because they are not real estate agents, You Walk Away also refers clients to agents for assistance and offers a
"Walk Away Protection Plan and Kit."
Many clients come from states ravaged by foreclosures – Arizona, Florida and Nevada, Michigan, Ohio and here in
California. They are people who fell into the trap of home as short-term investment, only to be overwhelmed by
adjustable mortgages with ballooning rates.
Continue reading on next page
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