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Courting foreclosures

Relations between struggling homeowners and lenders reach a new low

Homeowners facing foreclosure are now using a new tactic to coax banks into renegotiating loans: "unclean hands" lawsuits.

The argument claims lenders knowingly approved unaffordable mortgage loans — hence they have "unclean hands" in the matter — that put homeowners at risk of losing their properties. Legal experts say the lawsuits generally lead banks to renegotiate the loans.

For example, a Bowie couple who is suing Wells Fargo bank admit they agreed to a loan without fully understanding it — and cannot afford to make the monthly payments — but say the bank should also suffer consequences since it is the lender's duty to filter out bad loans. The couple is asking the bank to work out a way that allows them to keep their home.

It appears that in at least some of the foreclosure cases both the homeowners and the banks exercised poor judgment so there is little sympathy for those involved — except for the judicial system, which seems to be the popular method for sparking talks between the parties.

Legal experts estimate hundreds of these "unclean hands" lawsuits have been filed in the region.

Ideally, lenders willing to renegotiate loans will do so before lawsuits are filed to prevent the piles of legal paperwork. In the Bowie case, Wells Fargo has asked the court to fine the couple's lawyer $5,000, claiming she filed the lawsuit to harass the company.

With Prince George's continuing to lead the state in foreclosures, the lawsuit filings are unlikely to stop. In the most recent quarter, the county's 3,427 default and foreclosure activities made up about 36 percent of all the filings in Maryland.

There are some deals that simply cannot be worked out amicably, if at all. Those cases understandably can end up in court. However, the vast majority of the "unclean hands" cases are being resolved after the threat of a lawsuit — meaning there likely was a way out even before lawyers became involved. Such situations lend credence to a number of lenders' requests that arbitration occur before problems head to court.

Clearly, some bad decisions were made all the way around. However, lenders and homeowners need to find a way to work out their agreements without unnecessarily dragging the court system into the problem.
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