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Suloprim
Sympathy

With millions of Americans losing their homes,
multifamily pros are welcoming once-and-future renters
back to their markets. But some wonder if forgiving foreclosures
in resident screening turns a blind eye to risk.

ast September, an alarming trend began to emerge

among rental applicants at Drucker & Falk, a third-party

manager of 30,000 apartment units across the Sun Belt. One applicant

in every 20 was coming into the leasing office bearing a credit record

with a mortgage foreclosure. What was even more disconcerting was
the likelihood that those numbers would increase—especially as national headlines
touted the worst housing downturn in a generation.

Kellie Falk-Tillett, principal at Drucker & Falk, could see the writing on the wall as
more consumers defaulted on loans for their homes. But she also knew that these ap-
plicants had likely rented before, and in that reality she saw an opportunity. In rental
markets where competition was starting to pick up due to the “shadow market”—
homeowners trying to rent out their house or condo before getting foreclosed on—

these prospects were a ready-made segment to tap back into for her clients.

By Joe Bousquin
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ation these once-and-future renters face

data among lease applicants and still

Screening Scruples

tise these guidelines to establish a wise screening strategy for rental applicants with

foreciosures in their histories.

@ Identify the market opportunity.
Prospects with foreclosures are
entering back into the market. Decide
as a firm whether that is a potential
renter segment you want to pursue,
and adjust your screening criteria
appropriately.

® Stay stringent. Don't use lowering of
your foreclosure standards as an
excuse to let just anybody through
your doors. Though individuals who
managed to protect their credit aside

today. But they also see a market opportu-
nity—and, in many cases, an obligation—
around supplying for-rent housing to
individuals who have lost the homes that
they gained through subprime mortgages
and the unchecked excesses of the real
estate bubble.

That national trend comes at the
exact moment when resident screening
technology has evolved to a point where

from a foreclosure may be desirable,
many applicants may have destroyed
their credit by trying to save their
dream home.

@ Protect thyself. If you decide to let in

renters with foreclosure histories,
limit your risk by requiring larger
deposits or stagger your lease terms.
If you implement this policy across
the board with your screening
criteria, you will avoid any Fair
Housing issues.

consider them for approval if the rest of
their credit was intact.

“We changed our screening crite-
ria so that those people would still have
opportunities to lease an apartment,”
Falk-Tillett says. “Now, even if they have
a foreclosure, we can look at the rest of
their credit, too. If they're still paying their
other bills, we don'’t hold the foreclosure
against them.”

approximately 11,000 units in 11 states,
Shridhar Shah, vice president of finance,
says the company started working with its
resident screening provider, Richardson,
Texas-based Resident Data, to exclude
foreclosures from its screening criteria
when the number of applicants with fore-
closures began to balloon last December.
In just two months, the firm went from
what Shah describes as “a handful” of
prospects to 163 would-be residents who
had past foreclosures or were facing the
imminent loss of their homes.

RISKY BUSINESS?
But there are those who don’t see the
trend as an opportunity. In fact, their out-
look is much more cautionary. “The pros-
pect that multifamily owners are about to
shoot themselves in the foot is very real,’
says Nevel DeHart, executive vice presi-
dent at First Advantage SafeRent, a rent
screening agency that is advising clients
to stick to traditional criteria in the face
of the subprime meltdown. “You've used
resident screening in the past on foreclo-
sure issues; use it now for the same rea-
son. These things have not changed.”
Indeed, not all multifamily opera-
tors view applicants with foreclosures as
desirable today. “We absolutely do not
want to create any type of an exclusion-
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