JUDICIARY SUBCOMMITTEE ON CIVIL PROCEDURES

Senator Richard Rock, Chairman
March 18, 1992

HB 2838 - UCC, consumer leases, delinquency charges.
PROPONENTS

Mel Battin, Assistant Commissioner of Consumer Credit
OPPONENTS

none appeared

SUBCOMMITTEE RECOMMENDATIONS: to suggest HB 2838 and HB 2746 be withdrawn from the Senate

Judiciary Committee and reassigned to the Senate Committee on
Financial Institutions and Insurance as a more appropriate

Commiittee to consider the topics.

HB 2940 - criminal and civil penalties for equity skimming.
PROPONENTS
Representative Thomas Bishop (ATTACHMENT 1)
Representative Bob Vancrum (ATTACHMENT 2)
Gene Yockers, Kansas Real Estate Commission (ATTACHMENT 3)
Gerald Goodell, Kansas-Nebraska League of Savings Institutions (ATTACHMENT 4)
Karen France, Kansas Association of Realtors (ATTACHMENT 5)
OPPONENTS
none appeared

SUBCOMMITTEE RECOMMENDATIONS: no action for a recommendation be taken by the Subcommittee. but

submit the question to the full Committee without
recommendation.

HB 2098 - shortening redemption period under certain situations.
PROPONENTS

Randy Hearrell, Kansas Judicial Council (ATTACHMENT 6)

Frank Ojile, City of Wichita City Council (ATTACHMENT 7)

Gerald Goodell, Kansas-Nebraska League of Savings Institutions (ATTACHMENT 8)
OPPONENTS

none appeared

SUBCOMMITTEE RECOMMENDATIONS: report to the full Committee without recommendation.

HB 2855 - contempt in child support enforcement proceedings, court may restrict driving privileges.
PROPONENTS

Kay Farley, Office of Judicial Administration Child Support Coordinator (ATTACHMENT 9)

Don Boggs, Topeka
OPPONENTS

Ken Clark, Kansas Department of Revenue, Division of Vehicles (ATTACHMENT 10)

SUBCOMMITTEE RECOMMENDATIONS: to recommend the bill be reported adversely.

Page _1 of _1



STATE OF KANSAS

THOMAS A, BISHOP
“TOM”
REPRESENTATIVE. 91ST DISTRICT
SEDGWICK COUNTY
SO0 W 32ND N.
WICHITA, KANSAS 67204

TOPEKA

HOUSE oF
REFPRESENTATIVES

T0O: Senator Wint Winter
Members of the Senate Judiciary Committee
FROM: Rep. Tam Bishop
RE: Testimony in support of HB 2940
DATE: March 18, 1992

It is my understanding that the cammittee has an
the practice of equity skimming and the effect such a
homeowners, tenants and mortgage holders. Therefore,

COMMITTEE ASSIGNMENTS

MEMBER: ECONOMIC DEVELOPMENT
GOVERNMENTAL ORGANIZATION
PUBLIC HEALTH AND WELFARE

ADVISORY COUNCIL ON AGING

understanding of
practice has on
I will not describe

these effects in detail, rather briefly outline the problem HB 2940 addresses

and how this bill was developed.

A. Problems created by practice of equity skimming.

L
for property debt.

2.
being told they could purchase property.

Misrepresentation to pProperty owners who still remain liable

Tenants are displaced with little or no notice after often

3. Mortgage holders lose equity, suffer property damage and are
forced to evict tenants fram their foreclosed property.

B. What is the source of HB 29407

It is lifted directly from the federal law prohibiting the practicing
Of equity skimming for properties for which the federal government is

mortgage holder, ie,

The
of up to

federal law provides for fines of
five years.

does HB 2940 do?

1. It defines the practice of equity skimming.

up to 5250,
Obvicusly they take this practice quite seriously.

properties with VA, FmHA, FHA, or HUD financing.

000 and prison terms

It creates civil penalties that may be imposed by the court.
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3. It protects the homeowners redemption rights and does not

change current foreciosure or redempticn procedures.
D. Wwhy is law needed?
The practice of equity skimming is widespread and creates personal

and econamic hardships for hameowners, tenants, and mortgage holders.
Federal law recognizes the problem. Kansas law should as well.



STATE OF KANSAS
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BOB VANCRUM
REPRESENTATIVE, TWENTY-NINTH DISTRICT
9004 W. 104TH STREET
OVERLAND PARK, KANSAS 66212
(913) 341-2609
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(919 29677698 REPRESENTATIVES

TOFEKA

TESTIMONY ON HB 2940
BY
REPRESENTATIVE ROBERT J. VANCRUM

Chairman Winter and Honorable Members of the Committee:

Thank you for agreeing to hear testimony on this bill re-
lating to "rent skimming". This is just my latest effort to
restrict the practice of equiteering or rent skimming.

The members of this committee will remember that equiteers
are people who acquire equities of redemption from those un-
fortunates whose homes have been foreclosed. The eguity of
redemption is what allows a debtor to remain in possession of
his home for six months or in some cases one year after it has
been foreclosed before he can be evicted. The historical purpose
of having such a redemption period was to allow the debtor some
time to try to come up with the money to purchase the property
back from the person who purchased the property at the fore-
closure sale (usually the holder of the first mortgage).

The equiteer typically promises to help the debtor regain
possession of his home by helping him find financing, etc. In
its worst permutation, the equiteer persuades the debtor to
leave and allow him to rent the home out to third parties. He
then moves in another desperate family that are willing to pay
him short term, sometimes very high rents, all the time continuing
to promise the debtor that he will help him or her repurchase
the property at the end of the term. However, when the period
of redemption runs out, the equiteer will either redeem the prop-
erty from the mortgage holder if he thinks it's worth more than
the mortgage holder bid or will simply walk away from the property
and let the mortgage holder clean up the mess. In the process,
the mortgage holder has received nothing for the occupancy of
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his property during the redemption period, the debtor receives
nothing for having given away his right to live in the property

for some time (in fact he may be faced with a larger deficiency

because the equiteer or his tenant has removed value from the

property) and only the equiteer has gained.

The federal government for several years has prohibited
rent skimming on HUD and VA financed property. That federal
statute was the basis for HB 2940 of this year. Several states,
including Colorado and California have also recognized that "rent
skimming" is a crime that should be prohibited. There is no
justifiable reason why an equiteer should be able to rent out
the property to third parties during the period of redemption
and pocket the rent. TIf the equiteer is truly trying to help
the debtor get back in possession, all rents should be paid to
the holder of the mortgage in reduction of the mortgage debts
and that's what is permitted by this bill.

The provisions of HB 2940 merely expand what the feds call
a crime carrying a five year or $250,000 penalty to a state offense
in all conventional mortgage cases, carrying a misdemeanor of
$50,000 civil penalty. It may need some further amendments,
however. First, the reference in line 20 to payments due under
the mortgage or deed of trust must be changed to applying rents
in satisfaction of the loan in default since the note and mortgage
may be "merged" at this point. Second, you may want to pick
up the provisions of HB 2848 allowing a private right of action
to collect the civil penalty. You may be sure there are powerful
people who will tell you this bill is anti-consumer --they are
the equiters who have been preying on consumers for years. Let's
let them know we agree with the feds - this practice must stop

in Kansas!



Judiciary Subcommittee on Civil Procedure
March 18, 1992
House Bill 2940

Mr. Chairman and members of the committee:

My name is Gene Yockers, and I am the Director of the Kansas Real
Estate Commission. For several years now, we have had concerns
about the practice of equiteering and feel that HB-2940 is a first
step toward stopping such practice.

We know that the practice is widespread in the state of Kansas. We
also know that equiteering is taking place in Sedgwick, Butler,
Barton, S8Seward, Finney, Johnson, Miami, Franklin, Anderson,
Wyandotte, Douglas, Leavenworth, Shawnee, Geary, Jefferson, Saline
and Riley Counties.

We have been working with the Inspector General's Office of HUD,
and I have a letter from the Inspector General's Office encouraging
the passage of legislation which, in this case, would be HB-2940.

I encourage the passage of HB-2940.
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- U.S. Department of Housing and Urban Development

% OFFICE OF INSPECTOR GENERAL
*H * 5 Kansas City Regional Office, Region VI
& Gateway Tower |1 .
ay pever 400 State Avenue

Kansas City, Kansas 66101-2406

February 27, 1992

Mr. Gene Yockers, Director

Kansas Real Estate Commission & I LR v ity
900 Jackson, Room 501 ?
Topeka, Kansas 66612-1220 MAR 0 2 1992

Dear Mr. Yockers:

KANsAs B
Subject: Butch Lawrence EAL EsTATE COMM,.
Our File: GM 00-49

Enclosed please find a copy of the January 12, 1992 letter by Wendy Fuller
which we discussed by telephone this date.

We sincerely hope that the bills presently being considered by the Kansas
Senate and House are enacted so that people such as Butch Lawrence will not
be able to continue doing business as usual.

Please give me a call at (913) 236-2866 if we can be of any assistance or
provide any helpful information.

Sincerely,

(AL~

A. L. Bahr Regional Inspector
Enclosure General for Investigation
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- To Whom It May Concern: KANSAS OITY CFWE

This letter is being written in an effort to bring. a disturbing practice to the attention of
responsible leaders. It will describe a situation which occurred beginning December
12, 1991. il
In response to an ad placed by Butch Lawrence, my family of five began to pursue
renting a house in Olathe, Kansas. Butch Lawrence was the landlord. His secretary
did most of the phone work. Mr. Lawrence only met people at his homes after they had
already seen it (as he leaves them open) and had made the final decision to rent from
him on a2 month-to-month basis. At the beginning of the week of Decamber 9-13, we
began trying to reach Mr. Lawrence to ask some questions about the property at 1437
Apache in Olathe. Finally, on Wednesday, the 11th, my husband, John Fuller, was able
to reach him.

The main reason my husband chose to talk to Butch prior to meeting him to rent the
property is that the property needed some attention; and my husband wanted to know
Butch'’s intention. Butch informed my husband that the maintenance of the property
would be solely the responsibility of the tenant and that that was the reason for the
below-market rental rate. Although the tenants are responsible for maintenance,
Butch insisted that repair costs would be deductible from the monthly rent.

Based on this reassuring conversation, my husband and Butch decided to meet at the
house on Thursday, December 12 to complete the rental agreement and pay the
$1,033.00 deposit (which included a $35.00 application fee.) | was not able to meet
them due to a prior commitment. My husband and Butch went over the first page of the -
attached contract in great length. Then Butch asked John to sign the document. John
told him that there were still two pages left to read. To this, Butch assured John that

they had discussed the important information already. Therefore, John signed the
agreement. Butch asked him to sign my name as well. John refused and told Butch
that | would have to read the entire contract before | would sign. John paid the deposit,
$3900.00 in cash and $133.00 by check, and they departed.

A few hours after their meeting, | perused the contract and discovered on page three
an important item that Butch had not verbalized to my husband. ltem 16 says:
“NOTICE: Resident(s) understand(s) the property may have been purchased while in
foreclosure and the term of tenancy is on a monthly basis.” | refused to sign the
contract based on this new twist on things. We have a family to be concerned about,
and this new information was critical to our well-being.

John called Butch as soon as | found this and told him that he needed clarification of
this article. Butch admitted that he assumes houses with the full intent of _never paying
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for them . He knows full well that the home will foreclose and that he will pocket
money for possibly 18 months before the residents will be kicked out of their family
home. Based on this admission by Butch, John told him that we did not wish to rent
this property. We refused to abet this man in his scheme against the mortgage holder.

At this point, we asked for our money. Butch refused because of paragraph 4 on the
first page. My husband was very insistent that he get all of our money because we had
been misled by Butch. Mr. Lawrence said that he would give us $499.00 only after he
re-rented the place. John told him that we would not make any deals and thathe - --
should bring our money to his work the following morning of December 13. -«

Friday came and went, and Butch still had not given us the deposit. Saturday morning,
December 14, | called Butch. | {old him that | was calling to offer a better perspective of
what was happening. | explained that our children’s Christmas would not be the same
" now.- | told him how John works very hard for his pay. He is not an office potato; he
labors for his money in a wood mill 80 hours a week. Then | asked Butch, if in the
spirit of the holidays he would reconsider and give us our money. To this he replied,
“No!” And today, we do not have it.

- We know that if we had paid Butch all of the $1,033.00 by check that we'd have all of
our deposit back already since we would have stopped payment on it just as we did on
the $133.00. If you could help us get our remaining $900.00 back, we would
appreciate it. Butch Lawrence’s business address is:

3500 W 75 St, #300

Prairie Village, KS 66208.
His business phone is 381-5222.

| have spent countless hours trying to reach the offices of those toc whom | write this
letter. Most of you seem sad about this situation, but so far no one has agreed that this
behavior on the part of Butch Lawrence is illegal. | don't claim to know that it is. | know
that we've been cheated, and that others are sure to be as well. This practice is

wrong--assuming a property and never meaning to be financially responsible for it.
We all lose in this!

| did a little research on this property. | know that on December 12, the same day John
signed the contract, Butch Lawrence's warranty deed was recorded. | also was told
that the mortgage was last assigned to GNMA. GNMA will ultimately suffer the most
from this fiasco. For those who don't recognize these initials, they mean Government
National Mortgage Association--a government entity. When GNMA suffers financially,
we all suffer. The taxpayer will pay for this scandalous practice.

Butch and | had a few moments of discussion on the rights and wrongs of his practice
on the Saturday morning that | phoned him. Needless to say, we disagree. In fact,
Butch informs me that there are numerous people who would disagree with me. One
nationwide company he mentioned is Caretakers of America.
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| don't know what can be done about this immediately, but | strongly believe legislation
must be passed to stop this practice.

Thank you for your attention to this matter.

Sincerely, .
Wendy Fuller ' . N

cc: Robert T. Stephan, Attorney General
Nancy L. Kassebaum, Senator
Robert Dole, Senator
Joan Finney, Governor
Jack Kemp, Director of Department of Housing and Urban Development
Jacob F. Ruf, Mayor of Olathe, Kansas
Johnson County District Attorney
Stan Cramer, Call for Action
Better Business Bureau
Butch Lawrence



RETAL COEIZT iEp TECET LISTROET
Standard Forzm 1300 .ir2ss i Ravisad October 1991

in consideration of this aqrserent by ind batween Butch Izicer:., Trustee for tre Property Zanagement Trwst ind not personally,
]

\ V-
JoH A % é\/f’o\ 5é]5 < g, 7 _
Dasidentic;, 4w ITusi2e Oerady I2NTIS) to the Zesidentis) :z . ~omcthly basis the property cozmonly kmovn 2s:
j37 fiercmé Oltbe S fpds!

Street) (G} (State! 12ip)

Tra Truztes of ke propevty is Buts: Liwwance, Prrctee for .2 Tt uad net persanidly, knov: 2s _/_ Q’ 3 7 / 55"// CA/ A~
Trust, 7ith a mailing sddress of 3500 ¥ 75th St, Ste 300, Prairie \iliacs, XS 4€20§ idese phode miber is +13-38i-52¢1. The
Trustze zay be contactad from 10 to 11:30 a.m. & 1 to 4 p.n. <eekcays, except aoliiays, or by mail.

For ard in consideration of the mmutuzl obligations of the px-ties Zarvato, the Trustae hersby aqrees to illow Resident(s! to occ
and the Resident(s) agree(s) to remt from Trustee, upor thi: Zoilowins tezms and cenditicns hereto and hersinafter set forth:

1. XERT: EOPLIMHMMOF$SQQ,M PER EOUTH ADVANCE BY cm% Y. IO PERSOMAL CHECKS ¢
FONEY ORDERS WILL BE ACCEFTED. The next remt shall be due o= oo befote ANV %, 19 thereafter on the s:
date each ponth. RENT IS DUE PRIOR TO 5 PX, time being of tot esserce. If Resident(5) is/are late amy two (2) momths, remt wi:
autopatically incrazse §50.00 per momth vithout affecting iny other zarms of this aqreezent. Any momay ordsr, persomzl chack o:
Cashiex's Check tenderad by Residemt(sj to Trustes after the -zuf due date will be retwrmed fo Pesident|s). the rent remaining
wnpaid for that mopth until & CASHTER'S CHECK for that jont®‘s remt, plus the forfeited discomt ani amy ether zpplicable
additiona} charves is tendszad to Trusies. =

2. ADDITIOHAL RENT, RESTAL CORTRACT TERNTHATION, MAD Liial ACTICGH: Resident(s) affira(s) that the consideration for the
rentzl rate specified above and Ior the discount specified buicy, Pasident(s) agres(s) to pay remt on time, whem rent is due.

17 %mz Doeifenbfsy eeibrwa not rnzid vegt by £ oof o 2 ruct dne Aaka. thes Mwzshas will caens a efatwrony 3 DAY 0T

e et aaddleTs - ——

Gegandinc that rert, incuiwiing sy ottar applicable acéit:onzl charges to be paid within 3 DAYS by 5 PR, I 2esilent(s) falifs
pay aii sums due and owing Trustee by tha 3rd day, then pursuant tc state law Trustee will terminate Resident(s) Remtal Conmtract
and a Forcible Detzimer lavsuit will be filed in District Cour: by Trustee against Resident(s). Once Trustee has termimatsd the
Rentz! Conmtract, pursuant to state law, Resident(s) at Trustee's option, may bave the renmtal contract reinstated by paying all
unpaid rant, forfeited discount, a remtal conmtract reinstatemstt fes, legal fees, and costs incurred by Trustee 2s a resuitc of
Resident(s) nonpayment.

3. DISCOUNT, RFPAIRS AND MATETPNARCR;. AS AN IBCENTIVE 70 AT XE¥T OF OR BEPORE THE DEADLINE AXD POR ASSTMING RESPONSIBILIL
BORM}LWHDREPAES OF THE PROPERTY AS SPECIPIED BizOW A DISCOUNT IS OFFERED TO THE RESTDENT(S) IX THE ANCURT OF
$ C . each month. Total monthly cost(s) of repaiz shall be limited to the amount of the discount. Any costis) ¢
LABOR IS HOT 10 BE DEDUCTED. Any paintenance and/or repairis) it you ewpect the Trustee to pay, wust be approved by the Trust
in writing, prior to repair(s) being done so the proper Comtrzzi 'k igreement 2xd Lien Release can be approved by Trustee.
Residentis) further agree(s) that oral repair ani meintenance r=-uazts vill met Le effective, mor comstituta proper notice to
Trustes. Any repairts) likaly to excesd $75.00 in costs raquirs- 22 Resident(s) to obtain at least two {2) estimates befores
vriting the Trustee for aporoval. Once the repair(s) bas/have bi»r approved, Dasidamt{s=} shall pay for 52id rapairis) and obtil
receiptis). The asount of the repair(s) shall be ueductad from tiz mext month’s rent. The receipt(s) shall be submitted 7ith
balance of rew :o Trustee on the rent due date. SUCH DISCCUNT ©iTL PR PORPEITED IP REPATR(S) AREY’T HADZ 1S YERDED AND/OR RENT
ARFY’'T PAID PRIOR TO THE DRADLIEE OF 5 PX OH THE RENT DUE DJCl’EE!!‘e

Tae Besidentis) issare advised the Trustee is frequentlv cut of the area and the Trustee will be UNABLE TO OFFER TEE Ri:

OF SUPFOR? HORNALLI PROVIDED TO RESIDZNT(S) BY OTHER OWNERS/MANAG'SS. This is one of the reasons for the rent discount which i
given to compensate the Resident(s) for taking the initiative recr'red as stated above, vithout involving the Trustee. Anviize
nustee is contacted, will result in the loss of W Resident(s) may contact Trustee in vriting by za.

.
e ———

4. NOTICE OF DNTENT TO VACATE: "1 thirty (30) day notice ic - uired by either party to termimate tenancy. If Resident(s)
wit:dra-:m-@ the Application for Occupanc op Remta® 2:ntrazt for 3nv reason other than § prozer _r:hlr':";___f_m_?-
= oathiz vemt vili be yi-:t > by Trustes. IS Desidentts: f2ilis) to give Trustae & OIO

-

a5 =
pplwiuiint=]

Ehass §30 T Seerem 23 retiuirei ov State iaw ope mORTA'S rent ifill de retained by Trustes. If Jesidentis; f211:31 T retiTs
theTavr T T EITITEIT TUST TICIIING toE SrofoTe oL i ¢oiirina'Si heredy AGEEAIST <0 & 2100.00 IaaviII IiiScE.
e 21«3 = -

= ’7;%



. nal) b 3a Wk g < ; - _T £ aies bt o : = : —
~sustas shall be antitlsc =3 any 3csoued remt, costs, o gnper igraad sums; the cost of ill repairs, rsplacss. |, clean:

and -2intenance caused by 2esidant(s), Residentrs) family, pecs, ajditional occupants, or quests; or any other damages which
Trustee his suffered as a result of Resident(s) non-cozplianca with this coniract.

If Resident(s) vishies) to vacate tha property, Residestis) must give Trustee written notice of Intant to vacate not less
than thirty {30} days prior %5 Zesident(s) intanded move-out ..:2 ind prior to the nert remt due date. If ke uritten vacate
notice his bzen prooeziy giver, Rasident(s! is/are only respersibls for payaent of rent through the end of this thirty (30) day
period. If Resident(s) leaveis) or zbanduu(s) the proparty uthou: giving Trustee the required writtan thirty (30) day notice,
Resident(s) shall be responsible for 2ds and remt for this thirty (30) day period, or umtil the property bas been re-remtad and r:
occupied, shichever comes first. If Resident(s) leave(s) witbout giving Trustze the required writtsn thirty (30) day notice, ther
the tairty (30) days will rm from tke point in time when Trustee discovers Resident(s) bas/have left and abandoned the proparty.

5. RESIDERT(S) CBLIGATIONS AKD XEWPONSIBILITIES: Re:sider.tt's: zares(s) tc e [olicwing oblryacions, but.-mot 'lla.li'-;s:t to:
Compliance with all building, housing, occupational, zoning, ueal.n codes or laws; mairtepance of the dwelling in u clzan and
sanitiry manner; removai of garbaje énd txash before it zccumlates.

Resident(s) accapt(s) responsibility for all plumbing repair(s) including faucsts, leaks, stcpped up pipes, frozen pipés-,
vater damage, bathroom caulking; for-all glass, screen and storm door rapair(s). Residemt(s) agrea(s) to conduct hims:z!f/herself,
family, friends, quests, visitors and pets in a manner which won't disturb others or give rise to their complaints.

Resident(s) agree(s), upon rrasonable advance motice for routine visits, to allov the Trustee access to the preperty for
the purpose(s) of inspecting, repairing, showing the proparty for sale or for rent; and to specifically authorize un-amnounced
access anytime rent is late or the contract terminated, for Fwposss of sexving legal notices, pest control, or repair estimates.

Recident{s) agres{s) %o pay raat bivepbily, pius any surfeited discounts, exira occupant clarges, cleaning or Jamage cBa:u-
rental contract zeinstatagent fees, leqal fees, and costs incwrred by Trustee as a result of nompayment, immediately upen rejuest.

Resident(s) is/are respomsibia for paywenmt of all utilities, included but not limitad to, electric, wvater, sever. qas,
telephone charges, cable, garbage. homes association duss, if any, incurred during their temamcy and shall pake arrancements vl
a:l utility somzzming Soo Suoh sarvi~es fn be comnectad and rads tvailsdle. or s-bafore compying i druperty. Jesicent(s)
hereby specific21ly authorizefs) the Frustes to chares :ll umpaiz smounts to them.

6. TROSTEE LIABILITY: No rights of storace are given by this agreement. The Trustee shall not be liable for amy loss or
damage of Resident(s) person(s) o= persopal property in or about the property, amd shall indemmify ard hold harmless Trustes frca
any such potential losses. Resident(s) shall be responsible for resters insurance.

Resident(s) aaree(s) to accept said property and all ¢f *he furnishings and appliances therein as being iz good and
satisfactory condition unless a wvritten statement of any objection(s) is/are delivered to the Trustee yithin three (3 days after
the Resident(s) takeis) possession. Residenmt({s) agree(s) that fzilure to file such statesent shall be proof that ther= are no
defects of note to the property and Resident(s) hereby waive(si all rights to rent abatesment. Any appliance(s) in the property z
loaned, not rented/leased to Pesident(s). Naintenance of any such appliance(s) is the responsibility of the Resident!s) who shal
keep them ir good rapair. .

7. ASSIGENENT AND STSLZTTING: Residemt(s) may not assign chis contract, or sublet this property.

$. CONPLIARCE WITI LW: If any viclztion or this Remtal Cizeract occurs, incleding but not limited to, non-paveent of rent
andjor rents mot paid prior to the deadline of 5 PM. Resident{r) agree(s) to reimburse Trustee the actual or rezsonable cost(s) -
collection, in or out of the court system. Resident(s) agree! s[co zimhurse Trustae these eosts i=medjately vpom dewszd Gillodt
protest. Residentis) agreers! to be tme contact person for the'>.operty. The property must snly be used as a privata residencs -
live in and for no other puryose. Resident(s) may mot use the property for any unlawful activity.

. Resident(s) agqree(s) that the izprovement(s) and the prce:rty on which the improvenent(s) is/are located will noi; be used
by the Resident(s) or others to manuracture, sell, give away, b-*ar, deliver, exchange, or distribute a controlled substance 1n
violation of any local, state, or faderal law(s).

o. [USE OF PROPEP=Y: fszident:s: shall not use the propert: Ior the purpose cf conducting any business, profassien, or X262
1n.  TERNIELTTCY OF <04TRYT POR ILLEGAL DRUGS: IF ceatrazirs i 2 rsntrolisa gunstance maqufactured, distributed. or 20JULILs

2:ava

- w:se.zion of oStzze o0 - czvzl Lzvis! is seized in pe imerevarsnii.. or on e TITperty on dhich the ioprovesentisi i5/2r2
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1oC2v. .RoidenT I¢ 3 .3VITL S82IIs of irrast, and if Resident:s) snail have no defense under State Statutes, 2eside. |, spall

baaa

bave no rurther rightis) to possession of the property, and the Trustee 3ay bring am action for possassion against the Residerti

11. ACCEPTANCE OF PROPERTY: R&s@dentrs) agree(s) to accep- the property in its current state of cleanliness, to return it i.
"clean" condition, apd to pay a speciai-cleaning chargs of 5iC<.20 upon vacatiny the property. ‘

12. ESPCCPISIIITI. In the event any perzion of this Rentr. mirtract shall be found to be unenforceszble or unlawiul under
statz law, the remaining provisions, or portions thereof, shal. ceatinue to be valid with full force and effact and shall be
subject to enforcement in the courts vithout axception.

13. READ THTS CARRTULLY:!! This is not an aversge Remtal Contract. It requires a higher level of Resident(s) responsibilit
tton is roquived im other Linmhzl Coniracis, ) disccunt from ri=is: vents is civan to Resident(s) <o compens.ite Resident(s) for
extra effort Resident(s) will be expending to meet the extra oiirziicezs this Rearal tontract immoses upon Fesident(s).

14. RBSIDENT(S) UNDERSTAND(S) AND AGREE(S): By siqning this *antal Contract Resident{s) varramt(s) that Resident(s),
undzrstand(s) and aggea(s) to &ll the terms and conditions under vzich the Trustee has agreed to rent the property to Rasident(s
ard Resident(s) are pretarsd to perform the mormal cuties of ‘e Yrustee himself, or <o have them done by someons else at
Resident(s) own expense. , ; '

The individual(s) siqmning this Remtal Contract as Resii=ut(s) warrants that all questions bave been ansvered, that all
provisions are thorougaly understood as to the obligations of .all parties, that Resident(s) agree(s) to Iulfill Resident(s)
obligaticns in every respact or suffer the full financial and legal conmsequences of their action required hereunder. Resident(s
has/have the legal right to bind all others and to sign for ©am it copmitting Eesijeat(s} to this Rental Contract.

15, ADDITTONIT, OOOYOIECY CTIRGE: Congandy 18 for - aduit(s) and 5 childjezrldren. A charge of §100.v0 shzll

piid for each additional sccupant in excess of mmber- stated—srein.
. __.-—-"""‘.-

Resident(s) understand(s) the property may have been purchased while in foreclosure and the term of tenancy is .
- : J

17. APFROVAL OF TRUSTEE: This Rental Comtract is subject *o zpsroval by the Irustee of the Applization for Occupancy.

18. ANENTCHEN?, JOINT LIABILITY AND ACKHOWLEDGARNT: This comtract contains the emtire understanding and all representations
Trustee and Resident(s), and may mot be altered or apended, except in vriting ard siqmed by all parties. Resident{s) shall be
jaointly and severally liable for all rental payments and for tie performance of all cther obligations of Resident(s) contained i
this contract. Resident(s) acknowledge(s) that Resident(s) has/hava read this comtract in its emtirety, more particularly the
portions in bold, understand(s) and ackmovledge(s) this contra::, aad has/have received a signed copy.

TATED Tﬂgé DAY OF bdce’s-.. bes 141/, 57:5»17@71 - SUTR0STEZ FOR THE TRUST AD 5O PERSOMALLY, Xmovnm is

/437 /4//’;4&:1»5_ ., Trust, HATLING ADDRESS: 3500 ¥ 75th St, Ste 300, Prairie Village, KS 66208 913-432-6:

RESTDENT(S): \,Q.,‘(C %Q& | gptne 70/ 33 weme T2 = ¥55
9,

RESTDENT(S): ‘ EnPhne WkPhne

RESTDENT/S) ' EnPhre WkPhme

jacs. Lidress Phene of r::a-—.r;'-'?:a;:'.:'.": ”//4:‘/ ﬁ?f’é"}_g‘iﬁ#-fd"—/c«d 750 - /szé
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KANSAS ASSOCIATION OF REDEMPTION
SPECIALISTS, INC..
NEWSLETTER

I
***************************************************'g*****'k'k******‘k********************************1|

WHAT IS A REDEMPTION SPECIALIST?

A Certified Redemption Specialist is a real
estate agent who specializes in foreclosures.
They are knowledgable| in Real : Estate  Lawy
Credit Law and Bankruptcy Law. They make
a practice of recommending attorneys who
will best handle a case. They also keep
people advised of their options during the
foreclosure. They do not practice scare
tactics or threats which would induce someone
to give up their rights to their home. They
also will advise of people who practice
deception or -other disreputable people who
{ prey on others' misfortune. The Redemption
Specialist makes sure that 1lenders do not
take advantage of the situation and will
press for new Tlegislation which protects
consumers' rights. They abide by a strict
‘code"of itethicst  Their advice 1is normally
free.

i §588

WHAT YOU NEED TO KNOW

Foreclosure Taws in some states protect
the rights of the homeowner better than
other states. Kansas has a fair law. The
time frame in Kansas from the time you are
first served papers to the time you actually
have to give up the property is approximately
ten months. During that time, you can sell
the house, rent the house or 1live in it.
Some Tlenders threaten people and scare them
into moving -out of the house before they
have to. After the Sheriff's Sale you have
redemption rights. You no Tlonger own the
real estate so you can not give a Tlisting
of the property to a real estate company
as you do not have real estate to sell.
You do however own the right of possession,
right to rents and right to profit. Should
you have any questions please <call a
Redemption Specialist in your area.

§88§

PROTECT YOUR RIGHTS

It is people who can keep and advance their
rights in consumer law. MWe need to establish
the twelve month redemption period for all
states. Let your congressman know.

§§6§ %

.
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WHAT TO DO IF YOU HAVE MOVED

You may have equity in your home and may
be missing money owed you. You should
have your zrights ' of . redemptioni®sold to
a Redemption Specialist, and receive money
immediately. Never give up.

888§

WHERE TO FIND A REDEMPTION SPECIALIST

KANSAS REDEMPTION SPECIALISTS

Sedgwick, Butler, Barton, Steward and

Finney Counties

Redemption Managers of Kansas, Inc.
7804 Funston, Suite 214
Wichita, KS 67207 (316) 681-3903

Johnson, Miami, Franklin & Anderson Counties

Redemption Managers of Kansas Corporation
35 Corporate Woods

9101 West 110 Street
Suite 200

Overland Park, KS 66210
(913) 451-9088

—

Wyandotte, Douglas & Leavenworth Counties

Redemption Managers of Kansas, Co. Inc.
11184 Antioch

Suite 405

Shawnee-Mission, KS 66210

(913) 451-9088 -

Shawnee, Geary & Jefferson Counties

Redemption Managers of Kansas Incorporated
2828 Arrowhead
Suite 114
Topeka, KS 66614
§888
Call the Kansas Information Line:
(913) 451-9088 -
_0“‘_
(316) 681-3903

5§58
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October 11, 1990

RECEIVED

Mr. David Pier
Kansas Real Estate Commission

Suite 501 OCT 15 390

900 Jackson St.
Topeka, KS 66612 .
KANSAS REAL ESTATE COMM:

Dear Mr. Pier:

Enclosed are copies of material we discussed
by phone October 2, 1990.

I hope something can be done to elimate

such scams.

Copies are being sent to Rep. Robert Vancrum.

Sincerely,

_;>c%f22252u{%7 Ci%i;flziéb
Stanley Ayers

3109 E. Kinkaid
Wichita, KS 67211



-

SECURITY EQUITIES, INC.

7804 E. Funston, Suite 212
Wichita, Ks. 67207

Bus: (316) 652-7341 SERVING THE COUNTIES OF:
Fax: (316) 681-3773

Barton
Butler
Cowley
Finney
Ford

September 19th, 1990 Heerson

w " Reno
Jay Dee and Elaine Ayers Saline

2404 West Lydia Avenue Sedgwick
Wichita, Ks. 67213 Seward

Sumner

Dear Jay,

A property which you own is presently in foreclosure. Kansas
foreclosure laws make it possible to receive MONEY from the property even
if there is no equity. Security Equities, Inc. and its redemption specialists
have been helping people like yourself receive MONEY from their your
foreclosure for over seven years. If you have moved or thinking of moving,
we can give you CASH today. Even if you have no equity, you are still
entitled to get money from your foreclosure.

We will give you $200.00 to manage the property through foreclosure.

If you could use the additional CASH then just sign the highlighted areas
of the enclosed papers before a Notary Public. A local Bank or car lot offer
Notary services for as little as $2.00. Don't delay sign them today. Just
return them in the envelope provided. Time is rumning out om your
foreclosure. If you have any questions please call me collect so we can
discuss the papers I sent you.

Best Regards,

parr

Tom Tuttle

Redemption Specialist
Security Equities, Inc.

7804 E. Funston, Suite #218
(316) 652-7341



RENTAL CONTRACT

In conslideration of thls agreement by and between the owner and .
, the reslidents, =t

owner hereby rents to them the property known as:
In: i on a month to month baslis.

The Manager of the property ls
whose phone number |[s . The manager may be gontacted from 2 a.
untlil 5 p.m. weekdays when the offlce ls open or by mall.

In consideration of the Owner’s permltting them to occupy the above propert
the Resldent(s) agree toc the following terms and condlitlons:

Te pay rent, IN CASH, CASHIERS CHECK, OR MONEY ORDER, (NO PERSONAL CHEC
ACCEPTEDY In the amount of $ per month In advance of and beginnl
, 19 and monthly thereafter, - Such rental amount
due PRIOR to S P.M. Resldent(s) further agree(s) to pay a late charge
$3.00 for each day rent !s not recelved by the Manager regardless of the cau
lncluding slow mall or dlshonored checks, tlme belng of the essence.
addltlional Service Charge of 320.00 shall be pald to Manager for rent pald
by perscnal or buslness check. If resldent Is late any two (27 months, re
wlll automatically lncrease $25.00 per month without affectling any other ter
of thls agreement.

A DISCOUNT IS OFFERED TO THE RESIDENT(S> IN THE AMOUNT QOF s ec
month, as an incentive to pay rent as speclfied above and for assuming fu
responsibility for all malintenance and repalrs of the premises as speclfl
velow. Total monthly cost of repair shall be llmited. te the amount

discount. Any cost of LABOR 1s NOT TO BE DEDUCTED. Any malntenance ancs
repalr that would exceed the dliscount amount must be approved by the Manag
prlor to work belng done so the proper Contractor Agreement and llen rele:
form can be approved by Manager. Once the repalr has been approved, reside
shall pay for sald repalr and obtaln a receipt. The amount of the rep:
shall be deducted from the next month’s rent and the balance submitted w!
the receipt. SUCH DISCOUNT WILL NOT APPLY IF REPAIRS AREN‘T COMPLETED

NEEDED AND/OR RENTS ARE NOT PAID PRIOR TO THE S P.M. DEADLINE QF THE __ I
OF THE MONTH.

The Resident(s) are advised that the Manager is frequently out of the area
that he will be UNABLE TO OFFER THE NORMAL RANGE OF SUPPORT NORMALLY PROVII]
TO RESIDENT(S)> BY OWNERS. This s cne of the reasons for the rental dlsco
whlech 1|s glven to compensate the Resldent(s) for takling the Iinitiat
requlired as stated without Involving the Manager.

A MONTHS RENT OF @ shall be held at appllcatlon to be used upor
thirty-day notice to terminate tenancy by elther party.

Resident(s) agree(s) to the following obligations, but not limited

Compliance with all building, housing, occupational, zoning, health codes
laws. Maintenance of the dwelling In a clean and sanltary manner, removal
garbage and trash before they accumulate. Responsibllity for all plumb
repairs including faucets, leaks, stopped up plpes, frozen pipes, wa



damag., and bathroom caulking. Responsibility for all glass, screen « .. storn
deer repairs. Conducting him/herself, family, frlends, guests, visitors in ¢
manner which won‘t disturb others or give rise to their complaints. Upor
reascnable advance notice for routine visits, to allow the Manager/0wne:
access to the premises for the purpose of lnspecting, repairing or showing the
property: and to speclflcally authorlze un-announced access anytime rent Is
late or the contract termlnated for purposes of serving legal notices, pest
contrel, or malntenance estimates. Paying the rent promptly as requlred plus
any late charges, extra visitor or pet charges, cleanlng or damage charge:
when reguested.

Resident(s) are respconsible for payment of all utllitles, garbage, water
sewer, gas, telephone charges lncurred during thelr tenancy and shall makt
arrangements with utility companles for all such services to be connected an
made available, on or before occupying the premises. They hereby specificall:
authorize the Manager to charge all unpald amounts toc them.

No rights of storage are glven by this agreement. The Manager/0Owner shall no
ne liable for any loss or damage of Resldent(s) person(s) or property In oi
about the premises and shall indemnify and hold harmless Manager/Owner £froct

any such potentlal losses.

Resident(s) agrees to accept sald dwelling and all of the furnishings am
appliances therein as being in good and satisfactecry condition unless
wrltten statement of any objections (s dellvered to the Manager within thre
(3) days after the resident takes possession. Resident(s) agrees that failur
tc file such statement shall be conclusive proof that there were no defects o
ncte in the property. Any appliances in the dwelling are lcaned, not lease
to resldent. Maintenance of any such appliances is the responsibility of th
Resildent(s? who shall keep them in good repalr.

Resident(s) may not sublet thls property.

Qccupancy is for adults and children. A charge o
$100.00 shall be paid for each additional occupant [n excess cf number state
herein.

The resident understands that the property may have been purchased while in
foreclosure and that term of tenancy is month to month.

Thnis rental agreement I3 subject to approval by the property manager of th
applicaticon for occupancy.

DATED THIS DAY QF s L

FOR THE OWNER

THE RESIDENT(S) H#. W .

H#. WH.




KANSAS ASSOCIATION OF REDEMPTION

SPECIALISTS,

INC..

NEWHSLETTER

***************************************************g*********************:*************************'

WHAT IS A REDEMPTION SPECIALIST?

A Certified’ Redemption Specialist is a real
estate agent who specializes in foreclosures.

They are Kknowledgable| in Real :Estate " Law,
Credit Law and Bankruptcy Law. They make
a practice of recommending attorneys who

will best handle a case. They also keep
people advised of their options during the
foreclosure. They do not practice scare
tactics or threats which would induce someone
to give up their rights to their home. They
also will advise of people who practice
deception or ‘other disreputable people who

iprey on . others' misfortune. =~ The Redemption
Specialist makes sure that 1lenders do not
take advantage of the situation and will
press for new legislation which protects
consumers' rights. They abide by a strict
‘code"ofifethicst  Their advice is normally
free.

i 88§88
WHAT YOU NEED TO KNOW

laws in some states protect
of the homeowner better than
other states. Kansas has a fair law. The
time frame 1in Kansas from the time you are
first served papers to the time you actually
have to give up the property is approximately
ten months. During that time, you can sell
the house, rent the house or live in it.
Some Tlenders threaten people and scare them
into moving -out of the house before they
have to. After the Sheriff's Sale you have
redemption rights. You no longer own the
real estate so you can not give a 1listing
of the property to a real estate company
as you do not have real estate to sell.
You do however own the right of possession,

Foreclosure
the rights

right to rents and right to profit. Should
you have any questions ©please call a
Redemption Specialist in your area.

§888§

PROTECT YOUR RIGHTS

It is people who can keep and advance their
rights in consumer law. We need to establish
the twelve month redemption period for all

states. Let your congressman know.

5556 %
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WHAT TO DO IF YOU HAVE MOVED

You may have equity in your home and may
be missing money owed you. You should
have your :rights ' of. redemptioni¥sold’ to
a Redemption Specialist, and receive money
immediately. Never give up. '

858§

WHERE TO FIND A REDEMPTION SPECIALIST

KANSAS REDEMPTION SPECIALISTS

Sedgwick, Butler, Barton, Steward and

Finney Counties

Redemption Managers of Kansas, Inc.
7804 Funston, Suite 214
Wichita, KS 67207 (316) 681-3903

Johnson, Miami, Franklin & Anderson Counties

Redemption Managers of Kansas Corporation:
35 Corporate Woods

9101 West 110 Street
Suite 200

Overland Park, KS 66210
(913) 451-9088 -

Wyandotte, Douglas & Leavenworth Counties

Redemption Managers of Kansas, Co. Inc.
11184 Antioch

Suite 405

Shawnee-Mission, KS 66210

(913) 451-9088 -

Shawnee, Geary & Jefferson Counties

Redemption Managers of Kansas Incorporated
2828 Arrowhead
Suite 114
Topeka, KS 66614
888§
Call the Kansas Information Line:
(913) 451-9088 -~
_O'r‘_
(316) 681-3903

5§58
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October 11, 1990

RECEIVED

Mr. David Pier
Kansas Real Estate Commission

Suite 501 0CT 15 1990

900 Jackson St.
Topeka, KS 66612 .
KANSAS REAL ESTATE COMM.

Dear Mr. Pier:

Enclosed are copies of material we discussed
by phone October 2, 1990.

I hope something can be done to elimate

such scams.

Copies are being sent to Rep. Robert Vancrum.

Sincerely,

Wfé/ 5% s

Stanley Ayers
3109 E. Kinkaid
Wichita, KS 67211
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SECURITY EQUITIES, INC.

7804 E. Funston, Suite 212
Wichita, Ks. 67207
Bus: (316) 652-7341
Fax: (316) 681-3773

September 19th, 1990

Jay Dee and Elaine‘Ayers
2404 West Lydia Avenue
Wichita, Ks. 67213

Dear Jay,

A property which you own is presently in foreclosure. —Kansas
foreclosure laws make it possible to receive MONEY from the property even
if there is no equity. Security Equities, Inc. and its redemption specialists
have been helping people like yourself receive MONEY from their your
foreclosure for over seven years. If you have moved or thinking of moving,
we can give you CASH today. Even if you have no equity, you are still
entitled to get money from your foreclosure.

We will give you $200.00 to manage the property through foreclosure.

If you could use the additional CASH then just sign the highlighted areas
of the enclosed papers before a Notary Public.” A local Bank or car lot offer
Notary services for as little as $2.00. Don't delay sign them today. Just
return them in the emvelope provided. Time is running out on your
foreclosure. If you have any questions please call me collect so we can
discuss the papers I sent you.

Best Regards,

.

Tom Tuttle

Redemption Specialist
Security Equities, Inc.

7804 E. Funston, Suite #2138
(316) 652-7341

Barton
Butler
Cowley
Finney
Ford
Harvey
McPherson
Reno
Saline
Sedgwick
Seward
Sumner

SERVING THE COUNTIES OF:



RENTAL CONTRACT

In consideration of this agreement by and between the owner and
, the residents, tr

owner hereby rents to them the property known as:
in: i on a month to month basls.

The Manager of the property Is
whose phone number ls . The manager may be contacted from 9 a.n
until § p.m. weekdays when the offlce ls open or by mall.

In consideraticn of the Owner’s permlitting them to occupy the above propert)
the Resident(s) agree to the following terms and condltlons:

To pay rent, IN CASH, CASHIERS CHECK, OR MONEY ORDER, (NO PERSONAL CHEC]
ACCEPTED) in the amount cf $___ per month In advance of and beginnl:
, 19 and monthly thereafter, - Such rental amount .
due PRIOR to § P.M. Resldent(s) further agree(s) to pay a late charge «
$3.00 for each day rent ls not recelved by the Manager regardless of the caut
lncludlng slow mall or dlshonored checks, tlme belng of the essence. {
addlticonal Service Charge of $20.00 shall be pald to Manager for rent pald
by perscnal or buslness check. If resldent ls late any two (2) months, rei
wlll automatlcally lncrease $25.00 per month wilthout affectlng any other terr
of this agreement.

A DISCOUNT IS OFFERED TO THE RESIDENT(S> IN THE AMOUNT OF s eal
month, as an incentive to pay rent as specified above and for assuming fu
responsibillty for all malntenance and repalrs of the premises as speclfl:
celow. Total monthly cost of repair shall be llmited. to the amount

discount. Any cost of LABOR l= NQT TQ BE DEDUCTED. Any malntenance and/
repalr that would exceed the dlscount amount must be approved by the Manag
prlor to work belng done so the proper Contractor Agreement and llen relea
form can be approved by Manager. Once the repalr has been approved, reslde

shall pay for salid repalr and obtaln a recelpt. The amount of the repa
shall be deducted from the next month‘s rent and the balance submitted wi
the receipt. SUCH DISCOUNT WILL NOT APPLY IF REPAIRS AREN‘T COMPLETED .
NEEDED AND/OR RENTS ARE NOT PAID PRIOR TO THE 5 P.M. DEADLINE OF THE D

OQF THE MONTH.

The Resident(s) are advised that the Manager is frequently out of the area a
that he will be UNARBRLE TO OFFER THE NORMAL RANGE OQOF SUPPORT NORMALLY PROVID
TO RESIDENT(S)> BY OWNERS. This is one of the reasons for the rental discou
whlch 1s given to compensate the Reslident(s?> for taking the initiati
requlired as stated wilthout Involving the Manager.

A MONTHS RENT OF s shall be held at appllcaticon to be used upon
thirty—-day notice to termlnate tenancy by elther party.

Resident(s) agree(s) to the following obligations, but not limited t
Compliance with all building, housing, occupational, zoning, health codes
laws. Maintenance of the dwelling In a clean and sanitary manner, removal
garbage and trash before they accumulate. Responsibility for all plumbi
repairs including faucets, leaks, stopped up pipes, frozen pipes, wat

"

i



amage, and pbathroom caulking. Responsibility for all glass, screen and. storm
cor repairs. Conducting him/herself, family, frlends, guests, visitors in a
anner which wen‘t disturb others or give rise to their complalnts. Upon
easonable advance notice for routine visits, te allow the Manager/0wner
ccess to the premises for the purpose cof lnspecting, repairing or showing the
roperty: and to speciflcally authorlze un-announced access anytlme rent Is
ate or the contract termlnated for purposes of serving legal notices, pest
ontrol, or malntenance estlimates. Paying the rent promptly as required plus
ny late charges, extra visitor or pet charges, cleanlng or damage charges

hen requested.

esident(s) are responsible for payment of all wutllitles, garbage, water,
ewer, gas, telephone charges lncurred durlng thelr tenancy and shall make
rrangements with utillity companies for all such services toc be connected and

ade available, on or before occupying the premises. They hereby specifically
uthorize the Manager to charge all unpald amounts to them.

o rights of storage are glilven by thls agreement. The Manager/0Owner shall not
e llable for any loss or damage of Resldent(s) person(s)> or property in or
pout the premises and shall indemnify and hold harmless Manager/Qwner from
ny such potentlal losses.

esident(s) agrees to accept sald cdwelling and all of the furnishings anc

ppliances thereln as belng in good and satlisfactory condition unless 2
rltten statement of any objections is dellvered to the Manager within three
3) days after the resident takes possesslon. Resident(s) agrees that faiiure
o file such statement shall be conclusive proof that there were no defects of
ote in the property. Any appliances in the dwelling are locaned, nct leasec
0 resident. Maintenance of any such appliances ls the responsibility of the
esident(s> who shall keep them in good repair.

lesident(s) may not sublet thls property.

Jecupancy ls for adults and children. A charge oi
5100.00 shall be palid for each additional occupant In excess of number statec
erein.

"ne resldent understands that the property may have been purchased while in
‘oreclosure and that term of tenancy is month to month.

"nis rental agreement s subject to approval by the property manager of the
application for occupancy.

JATED THIS DAY QF y L9

"OR THE OWNER

[HE RESIDENT(S) H#. WH#.

H#. Wi .




Suite 51

e &)E James R. Turner, President

2

Saﬂiﬂg {1 ﬂs 700 Kansas Avenue

Topeka, Kansas 66603

L ‘ﬁS{‘t‘l J (913) 232-821

5

March 18, 1992

TO: SENATE JUDICIARY SUBCOMMITTEE
FROM: GERALD L. GOODELL
RE: H.B. 2940; EQUITY SKIMMING

Mr. Chairman. Members of the Committee. The Kansas-Nebraska League
of Savings Institutions appreciates the opportunity to appear before
the Senate Subcommittee on Civil Procedures in support of H.B. 2940
which would impose criminal penalties for engaging in what is
commonly called "equiteering".

The bill is modeled after a 1987 federal law that prohibits
equity skimming on loans in default where the property is secured by
a mortgage and insured by the the Secretary of HUD or the Veterans
Administration. H.B. 2940 would essentially expand and adopt into
Kansas Law the 1987 Federal statute prohibiting equity skimmimg.

For years Kansas financial institutions have had difficulties
reclaiming single family real property after foreclosure when an
equiteer has acquired the redemption rights from the homeowner.
Under existing law, there is no legal right to bar or restrict
equiteering. The only remedy now available is the right to seek a
court appointed receiver as part of the foreclosure case under
K.S.A. 60-2414 (p). To secure a receiver, the lender must prove it
is necessary "...to prevent any waste or destruction of the
premises..." Where the property is occupied by a renter from the
equiteer, the Court would probably refuse to appoint a receiver.

Real estate lenders face substantial problems when recovering
property that has been rented by an equiteer. Many times the
property is in such poor condition that substantial improvements
must be made before trying to resell it. This occurs, we feel,
because many equiteers have no real vested interest in seeing that
the property i1s maintained once it is rented. We also would like to
point out that during the redemption period the equiteer pays no
property taxes. Lenders are essentially forced into paying the
property taxes in order to avoid a state imposed tax lien on the
property.
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Page 2
Senate Judiciary Committee
H.B. 2940

As amended 1in the House the bill would also allow mortgage
holders, Jjudgment creditors or tenants to bring a civil action
against anyone who violate section 1 of the bill. In the case of
the mortgage holder, recovery is limited to the amount of the rent
collected on the ©property. The House Committee also added a
section that requires the purchaser of a dwelling that is subject to
a loan in default to provide written notice of the purchase to the
mortgage holder and tenant.

In closing we would add that we recognize the right of a
homeowner to redeem his/her property has been a fundamental part of
Kansas Law for over 100 years. We do not support taking away that
right even though very few individuals (less than 2%) ever redeem

their homes. However, we do support limiting or stopping those
individuals who profit from the misfortunes of others and at the
expense of Kansas financial institutions. Accordingly we would

request that the Senate Subcommittee recommend H.B. 2940 as amended
favorably.

Gerald Goodell
KNLSI Legal Counsel



KANSAS ASSOCIATION OF REALTO.

Executive Offices:
3644 S. W. Burlingame Road

e Topeka, Kansas 66611
REALTOK Telephaone 913/267-3610

TO: THE SENATE JUDICIARY COMMITTEE
FROM: KAREN FRANCE, DIRECTOR, GOVERNMENTAL AFFAIRS
DATE: MARCH 18, 1992

SUBJECT: HB 2940, EQUITEERING

Thank you for this opportunity to testify. On behalf of the Kansas
Association of REALTORS®, I appear to support HB 2940.

We have been dealing with a growing number of complaints over fhe years
concerning the practice of "equiteers". We strongly support the ability of pro-
perty owners to have and exercise their rights of redemption. We are concerned
that if the practices which we have heard about continue, there will be a move-
ment to shorten or diminish the redemption rights. We support this bill because
we believe it handles the problems which equiteering can cause, without dimi-

nishing redemption rights.

The information we have received indicates that the debtor homeowners lose,
the mortgage holders lose and the renters lose. The only winners are the

equiteers who walk away with money in their pockets.

Under current practice the debtor homeowners are given a sum of money by the
equiteer in return for signing over their redemption rights. They believe this
transaction will absolve them from any further obligations on the property. The
equiteer then rents the property during the balance of the redemption period and

pockets the rent.
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The property, typically is not maintained during the redemption period. Thus,
the value depreciates and when it comes to the end of the redemption period, the
mortgage holder often must take deficiency judgment against the original debtor
who was under the misconception that they were free and clear of any further
obligations. To top it off, the renters are removed by the mortgage holder
without having any forewarning in their lease agreement that this property was

in foreclosure.

House Bill 2940 strikes a reasonable balance between all interested parties.
The debtor homeowner can still retain or sell their redemption rights. The
lender receives the rental payments which will reduce the amount of the
outstanding mortgage and the renter would be put on notice of the redemption

situation at the beginning of the lease.

This practice is already illegal for FHA and HUD insured properties, with
much stiffer penalties than those given here. Also an amendment similar to
this concept was put in SB 514 during Senate debate and will be heard by the
House Federal and State Affairs Committee this afternoon. That amendment
provides that this type of activity would be cause for a person to lose their
license under the Real Estate Salesperson and Brokers Act. We believe these

bills complement each other.

We do have an amendment to offer. We ask that the phrase "with intent to
defraud" on line 15 be removed from the bill. This language is in the federal
law referred to earlier and conversations with HUD personnel indicate that
proving the intent to defraud is difficult. We believe that the prohibitions
outlined in the bill sufficiently describe the offense and activity of that type
should, on its face, constitute the wrongdoing. If a felony conviction were

involved a showing of intent may have been warranted. However, the bill only



calls for a class A misdemeanor and thus intent would not be needed. We think
that requiring proof of intent to defraud may reduce the effectiveness of the

bill, due to its difficult enforcement.

To summarize, we support HB 2940 because we believe it handles the
problems which have arisen, without diminishing redemption rights. We ask for

your support of our proposed amendment and of the bill as a whole.



JUDICIAL COUNCIL TESTIMONY ON HB 2098
SENATE JUDICIARY SUBCOMMITTEE ON CIVIL PROCEDURE
MARCH 18, 1992

1991 House Bill No. 2098 contains the recommendations
of the Judicial Council Civil Code Advisory Committee for
amendments to K.S.A. 60-2414,

K.S.A. 60-2414 sets forth rights and procedures for
statutory redemption of real property from execution sale.

During the 1990 session, the House Judiciary Committee
had before it two bills (1990 HB 2642 and 2972) which contained
proposed amendments to the redemption statute. At the request of
the House Judiciary Committee, these bills were assigned for
study by the Judicial Council.

1990 HBR 2642 contained extensive revisions to K.S.A.
60-2414. Lewis "Pete" Heaven, Jr. was primarily responsible for
the drafting of HB 2642. As a member of the Executive Committee
of the Real Estate, Probate and Trust Section of the Kansas Bar
Association, Pete was requested to develop recommended changes to
K.5.A., 60-2414. The eventual result of Pete's recommendations,
and the responses to them, was HB 2642.

1990 HB 2972 was requested by officials of the City of
Wichita and was aimed at situations in which property, subject to
a mortgage, has been abandoned. The property is often run down
and being used for drug-related or other criminal activity. The
City is interested in seeing the property removed or repaired.
However, the City is hesitant to take action on property which
serves as collateral. Mortgage holders are not interested in
taking action on the property until the expiration of the
redemption period. Consequently, HB 2972 was designed to shorten
the redemption period in cases of abandonment to promote quicker
action in regard to such property.

In developing HB 2098, the Civil Code Committee
considered both HB 2642 and 2972 and met with their proponents.

The House Judiciary Committee held a hearing on HB 2098
in 1991, however, no action was taken on the bill. Since that
time, the Judicial Council received correspondence from
Representative Don Smith and Byron Springer, an attorney in
Lawrence, suggesting amendments to HB 2098. Based on this
correspondence, the Judicial Council approved a limited number of
technical and clarifying amendments to HB 2098.

Historically, Kansas has had legislation on the right

of redemption since 1861. With some amendments, the basic
features of K.5.A. 60-2414 have been in effect since 1893.
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The basic elements of K.S5.A. 60-2414 state: (1) Who
can redeem (the defendant owner, such owner's assignee or
transferee, lien creditors), (2) The amount that must be paid to
redeem (the basic factor being the sale price), (3) The time
periods for redemption (which vary for different classes of
persons) and (4) The effects of redemption.

One purpose of the redemption statute is to give the
mortgagor or other person entitled to exercise the right of
redemption additional time to refinance and save the property.
However, it appears to the Civil Code Committee that the primary
purpose of the statute is to apply the property as fully as
possible to satisfy claims against the defendant owner and to
avoid, as much as possible, deficiency judgments against the
defendant owner. It is the goal of the statute to put pressure
on foreclosing creditors to bid the value of the property at
sale, at least up to the amount of the underlying debt.

The first change made by HB 2098 appears on page 1 in
lines 22 and 23 and concerns the rate of interest to be paid on
the amount necessary for redemption. The amendment provides for
interest at the judgment rate specified in K.S.A. 16-204(e)(1).
Presently, the statute does not specify a particular rate of
interest. Appellate cases indicate the appropriate interest rate
is that of the lien foreclosed. The Civil Code Committee adopted
Mr. Heaven's reasoning that the successful bidder at sale may
have had to borrow money to purchase the property and it makes
more sense to use a definite rate of interest which bears some
relationship to current economic conditions rather than that of a
note which could be many years old.

On lines 25 through 30 of page 1, langquage is inserted
to allow the court, after hearing, to find the property has been
abandoned or is not occupied in good faith and to shorten or
extinguish the redemption period. Presently in such cases, the
court can shorten the redemption period to six months. This new
provision would appear to satisfy in large measure the concerns
raised by the City of Wichita.

Amendments on page 1 in lines 32 through 43, and
continuing on page 2, reword the existing provisions on waiver of
redemption rights. The new language is intended to retain the
ability of corporations and partnerships to waive redemption
rights and to protect individuals from such waiver in regard to
agricultural land or single or two-family dwellings. The new
language should allow other entities such as joint ventures or
syndicates which are purchasing real property for investment
purposes, to waive redemption rights.

The amendments to subsection (b) on page 2 are intended
to clarify the redemption period for a redeeming creditor where
there has been a waiver of redemption rights by the defendant
owner or a shortening or extinguishing of such owner's redemption
rights. As amended, the subsection also implements the concept
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that there should be only one redemption by a creditor. Redemp-
tion among creditors seldom occurs and the provisions on
creditor-to-creditor redemption are generally perceived as
confusing. The Advisory Committee saw some value in retaining
the potential of redemption by one creditor in that the possibil-
ity of such redemption should promote the foreclosing lienholder
bidding the amount of his or her judgment at the sale. The
Advisory Committee also believes that allowing only one creditor
to redeem will promote creditors bidding at the sale if they
believe there is any further value to be realized from the
property.

The elimination of creditor-to-creditor redemption
allows the deletion of considerable language in subsection (4)
and the entirety of current subsections (e), (f), and (g).

In subsection (d) on page 3 in line 21, the advisory
committee adopted Mr. Heaven's suggestion that the holder of the
certificate of purchase be able to recover money spent to prevent
waste during the redemption period in that such a provision will
promote preservation of the property.

Subsections (e) and (f) relate to redemption by a
creditor and its impact on what the defendant owner must pay to
redeem from the creditor and the consequences of a subsequent
redemption or failure to redeem by the owner. For the most part,
the amendments represent an elaboration or adjustment of the
existing law on these issues. Essentially, the redeeming
creditor must make a determination whether the value of the land
satisfies the creditor's claim. If the creditor deems the land
sufficient, the creditor only files a statement of the amount
unpaid due on the claim of that creditor. If the defendant owner
wishes to redeem, the defendant owner must add the unpaid amount
of the creditor's claim to the redemption amount to redeem the
property and the claim of the creditor is satisfied. TIf the
defendant owner does not redeem, the property is deemed to have
satisfied the claim of the creditor and such claim is extinguish-
ed., If the redeeming creditor does not believe the land is
sufficient to satisfy the creditor's claim, the creditor may file
a statement of a lesser amount the creditor is willing to credit
on the claim of the defendant owner in the event of redemption.
The defendant owner must then only pay that additional amount in
order to redeem from the creditor, the creditor's lien is
extinguished but the creditor has a deficiency for the difference
between the unpaid amount of the creditor's claim and the lesser
amount as stated in the creditor's affidavit. If the defendant
owner does not redeem, the creditor's claim is reduced by the
lesser amount included in the creditor's statement. It would
appear unfair to require the defendant owner to pay the full
amount of the creditor's claim in order to redeem and, in the
failure of such redemption by the defendant owner, let the
creditor realize some satisfaction of the creditor's claim from
the property and retain a deficiency judgment for the full amount
of the creditor's unpaid claim.
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In regard to subsection (Jj) on pages 5 and 6, Mr.
Heaven pointed out the ambiguity as to who may be held respons-
ible for injury or waste against the property. The amendment is
intended to clarify that any person committing or permitting
injury or waste is liable.

The Advisory Committee also adopted Mr. Heaven's
recommendation in regard to subsection (m) on pages 6 and 7. Mr.
Heaven characterized the intent of the subsection as allowing the
court to reduce the redemption period in situations where the
land owner has an insignificant amount of equity in the property.
He observed that confusion has resulted with regard to what
"indebted ness" is to be used to determine whether one-third of
the indebtedness has been paid, or what "indebtedness" should be
measured against the market value of the property. The last
sentence of the subsection reflects that events justifying a
shorter redemption period under subsection (a) may have occurred.

House Amendments to HB 2098

As mentioned previously, Byron Springer provided the
Judicial Council with suggested amendments to HB 2098. Due to
the proposed deletions in lines 28 through 32 of page 3, Mr.
Springer suggested adding a reference to a redeeming creditor to
avoid any interpretation that such a creditor cannot make and
recover the expenditures as are set out in subsection (d). It
was the opinion of the Civil Code Committee that the phrase
"holder of the certificate of purchase" would include a redeeming
creditor, however, to avoid any possible misinterpretation the
committee approved Mr. Springer's suggestion. The committee also
agreed with Mr. Springer that the last sentence of subsection (b)
may arguably miss certain expenditures allowed under (d) such as
insurance premiums, sums necessary to prevent waste and interest
or sums due upon any prior lien or encumbrance. The committee
adopted a parallel amendment in lines 20 and 21 of page 1. 1In
subsection (g) on page 5 relating to redemption of property sold
in parcels, the committee adopted Mr. Springer's suggestion to
clarify that a redeeming creditor's claim is added pro rata to
the parcels "sold" and not just to those "redeemed".

Based on discussions with interested ©persons,
Representative Don Smith provided the Council with certain
suggested amendments, The technical amendments provided by
Representative Smith were included in the amendments recommended
to the House by the Council. However, a more substantive change
relating to use of the property by an assignee or transferee of
statutory redemption rights was not included. The proposal
forwarded by Representative Smith would have deleted "or by agent
or tenant" in line 34 of page 5. This proposal appeared to be
aimed at abuses by "equiteers," persons who purchase redemption
rights and rent out the property during the redemption period.
It is the position of the Civil Code Committee that the rights of
a defendant owner during the redemption period as they exist
under the present law should be continued in new legislation in
this area. During the redemption period, the defendant owner
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currently has the right to (1) stay in the property, (2) rent the
property or (3) transfer the owner's redemption rights. The
Civil Code Committee viewed the new language on lines 33 through
36 of page 5 as a recognition of these currently existing rights
and did not support changing such rights. The House Committee
deleted the entirety of the proposed new language in lines 33
through 36. It is our opinion the deletion leaves intact the
currently existing rights of the defendant owner.

The House Committee also amended line 26 on page 1 to
provide for 21 days' notice of a hearing to shorten or extinguish
redemption rights due to abandonment.



TESTIMONY OF FRANK M. OJILE, VICE MAYOR OF

THE CITY OF WICHITA, REGARDING HOUSE BILL 2098

MARCH 18, 1992

Mr. Chairman and Members of the Senate Judiciary Subcommittee on Civil
Procedure, my name is Frank Ojile. I am the Vice Mayor of the City of
Wichita and I am a practicing attorney here in the State of Kansas,
specializing in Real Estate Law. As a member of the Wichita City
Council, I see several times a month, properties come before the City
Council for condemnation. VYesterday we set a hearing date for April 28,
1992 to review fifteen (15) properties. These properties come before us
because they are run down, have been abandoned, are eyesores to the
neighborhood and pose a severe safety problem to our city. By safety
problem, I mean that they are usually open to curious children in the
neighborhood and are great places for gang members and drug dealers to
meet to plan their next course of illegal activity. The City is
reluctant to demolish a house which is currently in foreclosure due to
the fact that we would be reducing the value of the leader’'s security.
On the other hand, the lender is uneasy in putting money into an
abandoned house in fear of future vandalism. By reducing the period of
redemption from the current mandatory six-month period, it would allow
lenders who have no rights during the redemption period to regain the
property and to put it once again on the housing market. This is a

win/win situation for the following reasons:
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1)

2)

It will cut out City expenses in the continued monitoring of the

property.

Remove blight from the neighborhoods.

Lenders will be able to get the property back on the market at a

faster rate and hope to help solve the affordable housing shortage.

It will help improve neighborhood safety.

Reduce the number of "crack houses" and gang "hangouts."

I would like to briefly walk through with you an actual case of property

that is currently on the condemnation list and is currently in

foreclosure:

1)

2)

3)

The Housing Code case was filed on July 6, 1990 - notice was sent and

no response received.
Loan payment due July 1, 1991 was not made by the owner.

City sent a condemnation letter to the owner on July 31, 1991 -

letter was returned unclaimed.

On October 7, 1991, condemnation was initiated on the structure due
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5)

8)

9)

As

to the open condition and vandal damage that have been done to the
interior. In addition, there were two dilapidated metal sheds and a

considerable amount of debris on the premises.

November 4, 1991, the property was presented to the Board of Code

Standards and Appeals, who recommendation was 10 days to start and 10

days to complete removal of the structure.

On November 21, 1991 our firm filed our petition to foreclose on the

subject property.

December 10, 1991, the mortgage lender has the property boarded and

premises cleared. The Wichita City Counsel granted 90 day

continuance to the lender.

January 8, 1992, the Journal Entry was filed in the foreclosure case.

Sheriffs sale was held on February 18, 1992, and the redemption

period expires on August 18, 1882, five months from today.

you can see, this is a terrible waste of time, money and resources.

In conclusion, I would like to point out to the committee that this is

not just a Wichita problem but a problem throughout the State of Kansas.

I am holding in my hand, current foreclosures that I am presently

personally handling where the property is vacant and which will sit

vacant for six months until the end of redemption. All this time,

possibly standing open, subject to vandalism and having its value reduced
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even more as the six month redemption period expires. As Yyou can see,
this is a serious problem which needs to be corrected as soon as

possible.

I thank you for your time and attention and I will now answer any

questions at this time.



James R. Turner, President

Suite 512
Sa\nﬂgs t‘ nS 700 Kansas Avenue

P Ansy

t\l ‘J Topeka, Kansas 66603

(913) 232-8215

March 18, 1992

TO: SENATE JUDICIARY SUBCOMMITTEE
FROM: GERALD GOODELL, GENERAL COUNSEL, KNLST
RE: H.B. 2098 - MORTGAGE FORECLOSURE REDEMPTION LAW CHANGES

The Kansas-Nebraska League of Savings Institutions appre-
ciates the opportunity to appear before the Senate Subcommittee on
Ccivil Procedures in support of H.B. 2098. The measure makes
important revisions to the present Kansas redemption law. Many of
the changes are technical in nature, however one provision would
provide for reduced or extinguished redemption periods for the
mortgagor. The right of redemption would remain intact for the
legitimate homeowner who may be experiencing financial difficulty.
The major changes would allow a creditor to request the Court to
reduce or extinguish the redemption period where the property has
been abandoned by the defendant owner.

The bill amends K.S.A. 60-2414 to make several changes in the
mortgage foreclosure redemption law. The changes include:

1. Where the property before or after the sale is abandoned or not
occupied in good faith, the court may shorten or extinguish the
owner's right of redemption. Current law only allows a six
month shortened period.

Bia Technical changes are made in the law for only one redemption
by a lien creditor after the owner's exclusive redemption
period has expired.

3. Holders of the certificate of purchase are allowed to add sums
spent to prevent waste to the amount the owner must pay to
redeem.

4. Technical changes are made 1in the procedure to seek a

deficiency and how property is to be redeemed.

Gerald L. Goodell
General Counsel
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HOUSE BILL No. 2855
Senate Judiciary Civil Subcommittee
March 18, 1992

Testimony of Kay Farley
Child Support Coordinator
Office of Judicial Administration

Senator Rock and members of the subcommittee:

I am pleased to be here today to discuss 1992 House Bill
2855 with you.

This bill amends statutes relating to contempt of court
and adds a sentencing alternative in child support enforcement
proceedings.

The Office of Judicial Administration and the District
Court Trustees strongly support this bill. As a rule, contempt
is only used as an enforcement tool in child support
enforcement cases for obligors who are unemployed or
self-employed. Realistically, once the obligor is found in
contempt, the judge has few sentencing alternatives. DMost
often, the obligor is admonished to pay the support and/or
actively seek employment. The case is then set for a review to
monitor the obligor's compliance with the court's order. 1In
situations where the obligor is repeatedly brought before the
court on contempt proceedings, judges will sometimes order the
obligor time in the county jail. However, because of limited
space in county jails and a federal appellate decision that
limits this as a sentencing alternative, this alternative can
not be extensively used.

It has been our experience that obligors see these
contempt hearings as inconvenient and a hassle, but for many
obligors they do not have the desired effect of bringing the
obligor into compliance with the order of the court to pay
support. We believe that restricting an obligor's driving
privileges will get the attention of nonsupporting parents.

We believe that the restriction of driving privileges
will provide a strong incentive for obligors to pay their child
support. This bill be give the judges an effective sentencing
alternative.

We recommend passage of this bill.

Thank you for the ocoportunity to discuss HB 2855 with
you.
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STATE OF KANSAS

Betty McBride, Director

Robert B. Docking State Office Building
915 S.W. Harrison St.

Topeka, Kansas 66626-0001

(913) 296-3601
FAX (913) 296-3852

Department of Revenue

Division of Vehicles
To: House Judiciary Committee
From: Betty McBride, Director of the Division of Vehicles

Kansas Department of Revenue
Date: March 18, 1992
Subject: House Bill 2855
Mr. Chairman, members of the Committee,

My name is Betty McBride. I am the Director of the Kansas Division of
Vehicles, and I am appearing before you on behalf of the Kansas Department
of Revenue regarding House Bill 2855.

While the Department of Revenue supports the efforts of the Department of
Social and Rehabilitation Services to collect delinquent child support.
Implement this bill would require additional administrative staff, and
additional funding.

If the estimates of the number of enforcement cases that reach contempt
proceedings are correct-2,500 to 3,000-it will cost the division $2,678 in
FY '92, and $19,484 in FY '93. The costs for FY '92 are based on the cost to
establish a work area for the Office Assistant II, which would process the
restrictions handed down by the court. We are asking for a full-time
position because for every restriction placed on a license for non-
compliance, we will be asked at some point to remove the restriction once
the conditions of the court have been met. This alone will be a full-time job.
The division already has a full-time person in our Titles and Registration
Bureau hired to process liens on vehicles owned by delinquent parents.

If this committee passes favorably on this bill, I ask that you also recommend
granting our request for the necessary funding to implement this legislation.

I stand for your questions.
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