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This publication is designed to be informative. It is provided with the understanding the author is simply offering 
information and that such information may change from time to time and is outside the control of the author. The 
author is not engaged in rendering legal, accounting, or other professional services. The reader is advised content 
discussed in this e-book serves only as informative.  
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Introduction 
 

Foreclosure Facts 
 
Know Your Options 
 
Yes you do have options when it comes to foreclosure. However many of today’s 
homeowners do not understand the foreclosure process.  
 
• In this e-book we will provide the information to empower you with the 

knowledge needed to make an intelligent decision. 
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Chapter 1 

 
Your 4 Foreclosure Options 

 
Choose Carefully 
 
You have 4 options to select from when walking down the foreclosure road. 
 
1. Foreclosure 
2. Short Sale 
3. Deed-In-Lieu  
4. Deed-For-Lease 
 
There Are 2 Main Types of Foreclosures 
 
1. Judicial—supervised by a court with formal legal proceedings (civil law suit) 
 
2.  Non-judicial—non-court supervised 
 
In both types of foreclosure you receive the legal notice of foreclosure, the legal 
notice is published in the local paper (in most cases), and the home is then sold at 
public auction.  
 
• For judicial foreclosures you will be served with legal notice of the pending 

action and the court will approve or set the foreclosure date and sale. 
 
The process and timing of a foreclosure can vary by state laws, and many other 
factors.  
 
• However your mortgage company can begin preparing the default notice/

foreclosure proceedings on your home as early as 30 days after you have 
missed your first payment.  

 
That’s why you should take action early to begin working with your mortgage 
company to resolve your payment problems immediately. 
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Chapter 2 

 
Foreclosure 

 
Definition 
 
A foreclosure is the termination of all your rights as a homeowner to the lender. 
The process begins when your mortgage is delinquent. When this happens the 
lender issues you a Notice of Default. (typically when you are 3 payments late) 

Impact Foreclosure Impact Details 

1. Lasting Remains as public record on your credit history for 10, or 
more, years. 

2. Credit Score Lowers your credit score between 200 to 300 points. 

3. Credit Ability You may not qualify for another home loan for up to 7 years.  
 
Also impedes additional lines, and methods, of credit.   

4. Employment Can hinder both non-secured and secured employment. 

5. Deficiency  
Obligation & 
Amount 

Bank has right to seek deficiency amount. 
 
Judgement amount tends to be more due to increased time 
and expense lender incurs during foreclosure. 
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Chapter 3 

 
What Is A Short Sale? 

 
Definition 
 
It is the sale of a home for less than the amount outstanding, currently remaining, 
on your mortgage. A short sale is also called a pre-foreclosure sale. Your mortgage 
company must agree to a short sale. If it does you can sell your home and pay off 
all, or a portion, of your outstanding balance with the proceeds from the sale. 
 
Here is a quick overview of a short sale vs. a foreclosure. 

Topic Short Sale  Foreclosure 

Primary 
Residence 

You can apply for another 
mortgage in 2 years 

You can apply for another 
mortgage in 5 years 

Investment 
Property 

You can apply for another 
mortgage in 2 years 

You can apply for another 
mortgage in 5 years 

Mortgage Application 
Disclosure 

You have no requirement 
to disclosure a short sale 

You must disclosure a 
previous foreclosure 

Credit Score  
Impact 

Lowers score 50 to 100 
points with 2 year impact 

Lowers score 200 to 300 
points with 3 year impact 

Credit History 
Impact 

Not reported and has 
no specific impact 

Is reported and has 
10 or more year impact 

Deficiency Obligation 
Impact 

Bank may release you 
from deficiency amount. 

Bank has right to seek  
deficiency amount. 

Deficiency Obligation 
Amount 

May be less due to faster 
sale & lender approval. 

Tends to be more due to 
increased time & expense 

Present & Future 
Employment Impact 

Short sale is not reported 
& therefore not an issue 

Employers check credit 
and may cause issues 
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Chapter 4 

 
What Is A Deed-In-Lieu? 

 
Definition 
 
The lender takes over ownership of the home. The lender then sells the home to 
recover all, or part, of the mortgage owned to the lender by the homeowner. This 
option may not be permitted by your primary lender if additional creditors have 
liens on the property.  
 
• Lender usually demands the homeowner first try to sell the home for 90 days 

at current market value before a deed-in-lieu is approved. 

 Benefits 

1. Debt Your mortgage debt is either reduced or eliminated.  

2. Impact You may avoid the negative impact of a foreclosure. 

3. Assistance You may be eligible for relocation assistance. 

4. Credit Your credit is rebuilt quicker as compared to foreclosure. 
This may allow you to receive another mortgage in as little 
as 2 years as compared to 7. 

5. Deficiency  
Obligation & 
Amount 

Bank has right to seek deficiency amount.  
 
However you may be able to negotiate such obligation lower 
or to eliminate it completely. 
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Chapter 5 
 

Your Deed-For-Lease™ Option 
 
What Is A Deed-For-Lease? 
 
Allows you to transfer ownership of your home to your mortgage company. This 
is known as a Deed-in-Lieu of Foreclosure. You are released from your mortgage. 
You can then rent your home from your mortgage company for an agreed period 
of time. (typically for 12 months) 
 
Is Deed-For-Lease An Option for You? 
 
Yes it very well may be if… 
 
1. You are unable to refinance or qualify for modification. 
2. You are encountering a long-term financial difficulty. 
3. You are several payments behind on your mortgage. 
4. You owe more mortgage money than the current value of your home. 
5. You have been unsuccessful when trying to sell your home. 
6. Your situation demands you remain in your home for the short-term. 
 
What Are The Benefits of Modification? 
 
You will enjoy the following… 
 
1. You can rent at current market rates for 1 year. (Term extension is negotiable) 
2. A security deposit is not required to stay in your home under the new lease. 
3. You have time to begin repairing your credit history. 
4. You save on the cost of relocation. 
5. You may qualify for another mortgage in as little as 2 years as compared to 7 if 

you had gone through a foreclosure. 
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Chapter 6 

 
Possible Tax Consequences of a Foreclosure 

 
Please Consult An Expert 
 
Your real estate agent is NOT an expert when it comes to the tax consequences of 
a short sale. For this reason you must consult an accountant or seek legal advice to 
fully understand all tax considerations. 
 
The Mortgage Forgiveness Debt Relief Act of 2007 
 
The US government has updated tax laws with respect to foreclosures. Here is a 
brief summary of the December 11, 2007 update. 
 
• The Mortgage Forgiveness Debt Relief Act of 2007 generally allows taxpayers 

to exclude income from the discharge of debt on their principal residence. Debt 
reduced through mortgage restructuring, as well as mortgage debt forgiven in 
connection with a foreclosure, qualify for this relief. 

• This provision applies to debt forgiven in calendar years 2007 through 2012. 
Up to $2 million of forgiven debt is eligible for this exclusion ($1 million if 
married filing separately). The exclusion doesn’t apply if the discharge is due 
to services performed for the lender or any other reason not directly related to 
a decline in the home’s value or the taxpayer’s financial condition. 

 
Recommendation 
 
We urge you to consult with a legal advisor and/or accountant with respect to the 
tax implications of a foreclosure. 
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Chapter 7 

 
Summary & Recommendations 

 
Seek Additional Help 
 
1.  About Your Finances 
 
• Have you given thought to credit counseling? 
• Have you sought advice from your bank? 
• Have you a contacted your accountant? 
 
2.  About Your Legal Options 
 
• Have you contacted an attorney? 
• If so, did you discuss other legal ways to maintain your home? 
 
3.  About Your Home 
 
• Have you contacted a real estate professional? 
• If so, have they provided you with an opinion of value for your home? 

Consider Contacting An Agent  
 

The real estate professional providing this informative  
E-book can assist you during this difficult process. 

 
At the very least you ought to request a CMA  

to discover the value of your home in today’s market. 
 

Such service is free and without obligation. 


