





After Falling Behind

##¥% Identify the Problem
- What caused your current situation? (job loss, illness, divorce, lower incame etc.)
- How long do you expect your difficulty ta last?
- What specific type of help do you need?
- How much can you afford to pay toward your mortgage?

##¥ Comunicate
- Speak with your lender’s delinguent loan or loss mitigation specialist
- Explain your situation and ask for a mortgage workout package
- Keep a phone log that shows the date and time of your call, who you spoke to, the persan’s phone
number and/or extension and what was said
- Follow up your phone call with a letter (send by certified mail) and keep a copy for yourself

**#* Pay what you can and save the rest
- Send to the bank as much of the mortgage payment as possible
- If the bank returns your payment, save the money and DO NOT SPEND it on other bills

*¥% Know your Options
- There are many ways your lender can help you if you fall behind on your mortgage. Which one
you choose/need and what the lender allows will depend on your situation.
- SEE HANDOUT ON OPTIONS FOR SAVING YOUR HOME.
» Documentation needed for a workout: (varies from lender to lender)
s Signed and dated Jetter that briefly explains what happened (aka hardship letter)
¢ One month worth of pay stubs or other proof of income
e Two most recent signed federal tax returns and W2s (3 years if self employed)
* An accurate budget showing all of your monthly income and expenses '
» Two months of bank statements
» This package must be complete before the lender will review it
e Keep copies for your file

Other Things to Know

*#% Talk to a lawyer or counselor experienced in defavlt and delinquency counseling
- If you cannot reach a solution with your bank
- If you disagree with the amount the bank says you owe
- If you wish to consider filing bankruptcy
**# Foreclosures move very quickly
- Keep track of deadlines
- Do not wait until the last minute to get help
**¥% Foreclosures are public
- Foreclosure notices appear in newspapers and court records
- Some people may try to take advantage of you by offering a “quick fix”
- Carefully review offers to refinance or consolidate your credit card debts with your mortgage as
this may make matters worse for you
- Avoid “deals” with high interest rates and large fees
- Do not agree to sell your home to anyone whao claims they will lease it back to you
- Talk to a lawyer or counselor before you sign anything

NOTE: This checklist is nat comprehensive and is not intended to provide legal advice. If you need lzgal advice, you should
speak with a lewyer. Feel free to contact our office for legal referrals. SOUCE: National Consumer Law Center 2008
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Avoiding Foreclosure
Nothing is worse than doing nothing — reach out and ask for help!

If you are facing problems making your mortgage payments due to divorce, unemployment, disability, or because of
an increase in your mortgage payments — you can take action to avaid losing your home to loreclosure, Here are

some important steps that you shouid take now:

Call your mortgage company right away to talk about ways to address your situation

If you are behind on your payments or think you may be unable to make your payments in the future, speak with your
mortgage company. You can find the contac! inlormation an your monthly mortgage stalement or coupon book. 1t is
important to act quickly because if you fall farther behind in your payments there are fewer options to avoid
foreclosure.

It you are unable to reach your mortgage company or prefer speaking with a homeownership counselor, contact the
Homeownership Preservation Foundation at 1-888-995-HOPE. Experienced counselors can help you consider
the best plan of action for your persanal financial situation.

Understand your options
Your mortgage company or a homeownership counsefar can help you understand the options available to you to help

keep your home.

« Forbearance — if you face a temporary financial hardship, such as one caused by a job loss, your mortgage
company may agree to temporarily reduce or suspend your payments. This agreement is called forbearance
and means that you pay only a portion of your regular paymeni or o payment at all for a specific periad of
time. At the end of the forbearance period, you will begin rnakmg regular payments and also pay an additional
amount to pay off the past-due amount.

* Repayment Plan — If you have missed some of your monthly paymants, the morigage compény may be
able to heip you catch up by creating a schedule far repaying the past-due amounts.

» Loan Modification — In some cases, the terms of the mortgage can be permanently changed to make
payments more affordable. A loan modification could extend the number of years of the loan or change an
adjustable interest rale to a fixed rate. This might be appropriate if you are facing a long-term financial
problem.

Foreclosure will damage your credit rating and your ability to borrow money — or buy a home — in the {uture. When
the above options don't werk or you know you must move to other housing because you can no longer make your
monthly payment, you may need to self your hame,

» Preforeclosure Sale or Deed-in-Lieu of Foreclasure — If you cannot sell your home for an amount that will
pay off the mortgage loan, talk to your morigage company about a preforeclosure sale. The mortgage
company may be willing to accept a payoff amount less than you owe. If you cannot sell your home ina
reasonable periad of fime, your mortgage company may ask you fo sign a deed transfering the property to
them voluntarily 1o help avoid the impact of a foreclosure on your credit rating.
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