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“Above the Cloud!” 



First and foremost… 

 I am here to help and inform. This presentation is used 
to inform you of the real estate market relative to your 
options in the next few years. 

 I am here because, according to my market research, 
your loan is larger than how much the house is worth 
and you are behind payments. You may be currently 
feeling the pressure of a large mortgage payment. 

 Your lender may not have disclosed all the information 
about your loan. As a result, interest rate hikes on your 
mortgage payments may be surfacing. 

 You may be enduring a financial hardship that is 
making you unable to continue payment on your 
mortgage 

 



What is a short sale? 

 Sale of real property where sales price is less than 

what is owed on a loan 

 The existing lender, under certain conditions, can 

reduce their loan payoff to accommodate a sale 

 The lender will take a loss on this short sale. 

 

Here is where we are now: 

Short Sale Non-Judicial Foreclosure Process Find buyer 

Postpone 

Trustee 

Sale 



Wait…Why would a lender agree to it? 

 By listing your home as a short sale, a lender avoids 
months of loan payments, interest, foreclosure fees, 
attorney fees, maintenance, marketing and sales 
costs, government involvement… Short sales are a 
lender‟s savior! 

 By listing your home as a short sale, you WIN by 
taking control of your mortgage. The lender WINS 
by saving their company thousands of dollars in 
fees for foreclosure. 

 Both parties walk away content with their decision. 



Why should you do a short sale? 

 Your house will foreclose in 112 days or less (refer to 
your trustee sale date) 

 You have the peace of mind that you can sell your 
house with no future surprises 

 You don‟t pay for the realtor‟s commission– the bank 
pays for the commission on the sale of your property 

 You won‟t have a foreclosure on your credit report 
(roughly a 100 point loss on the FICO!) 

 The Notice of Default (NOD) hits your credit score, but the 
actual process of a short sale allows the lender to report the 
FICO deduction amount, which is good since we are in 
communication with the lender 

 After the short sale, you pay off both 1st and 2nd loans 
and possibly negotiate for debt relief from the lender 



Market Conditions in the past 

 Just last year, short sales have been known to take 

6 months to 1 year to sell.  

 Lenders often stalled to get a short sale done 

 Lenders were often out of state, making it difficult 

for personal communication 

 Lenders play the “it‟s the seller‟s fault” game 

 Buyers often walk away due to impatience 

 



Today‟s Conditions – Improved! 

 More lenders have becoming increasingly responsive. 
Some short sales can take only 2-3 months now 
(Wachovia, Indymac, and Aurora especially) 

 Troubled Assets Relief Program (TARP) funds from 
Obama are going straight to lenders, encouraging them 
to reach out to their borrowers 

 Some lenders are now local, have faces, and we can 
reach them without issues or entering endless loops 

 These results encourage buyers to make offers to your 
home– which means a higher selling price for you and 
less waiting 



Market Analysis of your house 

 See hard copy of CMA 



What‟s the process like? 

 Begin conversation with your lender(s) and authorize us 
to contact them 

 Use the market analysis as an indicator that a short sale 
is recommended (our previous slides justify this) 

 Obtain the lender‟s approval to do the short sale 

 Begin negotiations with lender to release the 
deficiency judgement* 

 List the house on the market and find a buyer 

 
*The remaining balance on your loan will most likely be higher than the sales price. 

The difference in your loan balance and the sales price will be… forgiven! No 
hassles and no surprises to bite you in the future. 



How to prepare for the sale: 

 Sign listing agreement to sell your house (otherwise your 
house will be sold by foreclosure 

 Begin working on a hardship letter to be presented to 
the lender 

 Loss of job, death, disease, changes in financial situation 
(keep it essential and concrete) 

 Hardship is proved by: 

 Paystubs from the past 2 months/ Tax returns for the last 2 years 

 W2‟s for the last 2 years/ Bank statements for the last 2 months 

 Divorce/ Death certificate 

 Get in touch with an attorney and seek tax advice from 
an accountant during this process 



How I will assist the sale: 

 I will work with your lender‟s short sale manager 

 I will get all your loan/home details from you or the 
lender which may include: 

 Prepayment penalties 

 Neg/am loan information 

 Costs and fees to do a short sale 

 HOA 

 A timeline where you can expect deadlines and make 
future plans 

 A settlement statement which shows all the detailed 
expenses 

 An exceptional marketing campaign for your house and 
get it sold fast at the best possible price 

 



Crossroads– Options now 

 1) Continue with no action: Continue struggling to make 

payments, thus bringing the foreclosure date closer 

 Endure major losses, fees, huge ding to credit score 

 2) Work More: Make more money to cover the 

increasing mortgage 

 Economic forces could prevent this from happening after the 

foreclosure date, which is only months from now 

 Could result in being overworked; may have to neglect 

family or other obligations 



Crossroads– Options now 

 3) Mod/Refi: If still current on the loan, negotiate refinance 
or loan modifcation 

 Could lower payments and interest rate, but may not solve the 
underlying problem 

 Pay fees for what could be a temporary solution 

 Some may be scams 

 4)Short pay refi: If still current on the loan, do a short pay 
refinance 

 Some lenders will allow you to refinance your loan at the current 
market rate 

 Entails paying a large sum of money upfront to perform it (up to 
15%) 

 Qualify only if you are not late on payments 

 

 



Crossroads– Options now 

 5)Do a short sale 

Walk away with losing less, have control over your loan 

again 

 Save your credit score from dropping more than it 

would in a foreclosure 

 Have pride and piece of mind knowing you were able 

to get out of harm‟s way 

 Could finish in 45 days or less if you have Wachovia 

The choice is yours and options are available. 



“I can just walk away from the home” 

 “I hear people can just „walk away‟ and do the 

foreclosure. Why don‟t I just do this? 

 Response:  If your 1st mortgage forecloses, then if you 

have an existing 2nd loan, you will still be liable for it. 

The 2nd lender has lost the right to collect money from 

the house, but still reserves the right to collect money in 

a judicial foreclosure 



“I can just delcare bankruptcy.” 

 “I hear that declaring bankruptcy will free me from 

the obligation to pay and it will also stop the 

foreclosure.” 

 Response: Delcaring bankruptcy will not stop the 

foreclosure, it will only stall the foreclosure 

 Short sales appear on a credit report only in the form 

of a lowered FICO score 



“Foreclosure or Bankruptcy, I‟ll just 

start over again.” 

 “I can just deal with the foreclosure or go through 
bankruptcy, but I‟ll bounce back, start anew, and get 
back on my feet.” 

 Response*: To rebuild your credit to qualify for a loan, you 
must wait: 
 5 years for a foreclosure to reestablish credit and stays listed on 

your credit report for 7 years 

 2-4 years for bankruptcy depending on dismissal/discharge date 
and stays on your credit report for 10 years 

 2-3 years for short sale and does not appear on your credit 
report! 

 
*Source taken from Fannie Mae publication: 

https://www.efanniemae.com/sf/guides/ssg/annltrs/pdf/2008/0816.pdf 



“A short sale still makes me liable for 

future collections.” 

 “OK, so my 1st lender foreclosed on me. Even after the 

short sale, the 2nd lender will come after me as a debt 

collector in the future. So I shouldn‟t do a short sale.” 

 Response: The lenders can come collect debts even if there is 

no short sale. 

 If your lender is willing to do a loan mod for you, then go 

for it. 

 During a short sale, a real estate agent can negotiate that 

the existing debt on the 2nd loan be waived. The 

negotiations may take time, but with the right real estate 

agent, the negotiations may be successful. 



“Debt Forgiveness = taxable income” 

 “Great– so if the lender forgives my debt, that sounds 
wonderful. But I know from accounting that debt 
forgiveness will be treated as taxable income. Will I 
get a 1099 when it‟s time to disclosure my income?” 

 I am not a tax accountant so I cannot give you advice on 
this, however the Mortgage Forgiveness Debt Relief Act of 
2007* states that tax payers may exclude debt forgiven on 
their principple residence if the loan balance was $2 million 
or less, which means you do not have to pay taxes on it. 
Please seek professional legal advice to confirm this. 

 
* Source taken from http://www.irs.gov/irs/article/0,,id=179073,00.html 



Questions? Comments? 


