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The use of the material contain in this book is for educational
purposes. Please consult a tax and/or legal professional as to
your particular circumstances. Coping, distribution or use of any
of the material contain herein is not allowed without written
permission. For more information contact us at this E-mail:
r.e.agent.claudia@gmail.com .
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Chapter 171 Introduction 7 The New Exit Strategy

Daily we are hearing about the

Americans losing their homes, unemployment is on a rise, adjustable
rates are increasing the payment amount making mortgage payments
too high. In stead of walking away, or letting the property foreclose or

even claiming bankruptcy more sellers are turning to a Short Sale.

A Short Sale will give you a fresh start, release you from a bad debt,
and let you sleep at night again. This book will cover areas of the
most common questions sellers have about Short Sales. If your
guestion is not answered or you would like a private consolation
please call, 951-675-8795.

Chapter 27 What is a Short Sale?

A short sale happens when a lender will accept less then what is
owed on the mortgage. The | ender comes up

needed to cover the total amount owed on the mortgage. Not all
lenders will accept short sales or discounted payoffs, especially if it

would make more financial sense to foreclose, but we are seeing

more oO6short sal esd as it I'S mor e

cost of forecl ose. Dondt try to
experienced agent working for you. Since a realtor is paid from the

proceeds of the sale, let him do all the work.

Chapter 37 Why do a short sale?
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A Short Sale is your best defense against foreclosure. It is less
embarrassing than a sheriff knocking on your door to vacate the
house or signs posted on the door. It helps the neighborhood, not
having foreclosure signs all over. In fact in some areas a sign may
not be needed at all to sell the house. Here are other reasons a short
sale may be your best option.

9 Doing a short sale will minimize the damage to your credit.

1 With a short sale you and your realtor do have control over

some items like; showing the house, which offer will be sent to

the lender.

You can stay in the house until the close of escrow.

You d ave fotpay the real estate agent to sell the house i

all cost are taken out of the proceeds form the sale.

1 A short sale will have less impact on your current or future
employment. You could be denied employment with a failed
back round check with a foreclosure. Security clearances can
be denied.

1 Some employers routinely do credit checks this could be
grounds for dismissal.

1 Many times you can negotiate with the lender to fully discharge
the O0deficiency Judgment . 6
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. Chapter 41 Qualifications for a short sale

The lender will want to know why you need to do a short sale. The
lender may require proof of your hardship. Some of the reasons for
the hardships are:

~Loss of job or lower income

~Divorce, death, illness

~Owe more than what your house is worth.

~Doyou have an adjustable I oan? | s
to make the new payments?

~ Avoid or stop a foreclosure that is in or near default status.

Chapter 57 Second or investment properties



Yes, you can do a short sale for a second home or an investment
property. You will have to provide the same documents. Be sure you

talk to your tax professional be sure of your tax liability.

Chapter 6 7 What documents will the lender require?

The lender will ask for proof of your financial condition in the form of
tax returns, banks statements, paystubs, W-2 & denders will be
running credit, and verifying asset statements, they want to make
sure you havendét won the | otftherey or a
are assets the lender may not grant the short sale or may ask for a
contribution from the owner, many times you can get this paid for by
the buyer. If you have some unusual activity it may require some

explanation. See Appendix D for a checklist of the following:

A Hardship Letter

A Compl entiakstaterentn a

A Documents proving hardship

A 1TRS tax returns for |l ast two years
ﬁ Pay stubs for | ast two mont hs

Bank statementssfor past four month

The other documents submitted to the lender will reference the offer
presented, they include:

A L g agteément

A Purchase contract
A Preliminary Title Report
A Estimated Sellers €osts or Prel i min:

AComps and market conditions

Chapter 77 Will | have to make a contribution?



The lender may ask for a contribution if you have assets. If you have
other liens on the house (like a HELOC) they may require a
contribution, whether or not you have assets. | t 6 s t he |
get as much as they can. Many times we can negotiate with the buyer
to pay this. This strategy can be discussed with your realtor before

your house even hits the market.

Chapter 81 Third Party Authorization

In order for your realtor to talk to your lender they must have
permission from you. This will give them ability to negotiate on your
behalf. This will take much of the stress off you, as your realtor will
now be taking the calls. You may still receive letters and some calls
as it may take a while for the Automatic computer systems to catch
up. after a reasonable amount of time, if you still are receiving calls
and letters, you may need to call the bank and ask to be put on the
O0no c.oSkdApdendix E.

Chapter 97 The Hardship letter.

The lender will want to know why you want to do a short sale. What
are the reasons that have led to your current situation? This may be
your only chance to communicate this to the lender. In your letter,
outline the specific details of your hardship. Include dates, specific
details of your situation. Some lenders will only accept a handwritten
letter, but you may want to type it first. Always sign and date your

letter. See sample letters in Appendix C.
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Be sure to include the following information that is relevant to you:

Do not have enough income to make mortgage payments.

Have no assets

Unemployment, reduction of income

Job relocation

Mortgage will reset and wo n 0t be able to
payment

Increase in expenses due to Medical problems (personal or
family), disability, care of family member

Separation or Divorce

Death of spouse or family member

Will not be able to be current again on your loan

The value of the house has gone down

Business failure

Incarceration
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Chapter 107 Working with a realtor

Our experienced short sale team works to facilitate the process.
Having a highly professional and a courteous team will put you at
ease that you are in good hands. We sit down and go over the
whole process to be sure you understand every step. We keep you

informed with up-dates and are always available to answer questions.

Chapter 117 Who pays the realtor and other fees?

All fees, commissions, escrow fees, taxes, HOA fees, are paid out of
the proceeds from the sell of the house. The only time you have any
out of pocket expenses is when the lender will require a contribution

from you toward the loan.

ma k e



Chapter 12T The Lendater 6s N

The | ender 6s net I's what t he isl ender
accounted for. | t 6s t he Dbiowhatahey | i ne f
really care about T what are they going to get after the sale of the
house. This will be found on the HUD-1 ~  GgtiDenipod Housing
and Urban Devel opment whichthdyflwayshdey want
Tthey wil/l fight for it. That 'S why

the deal, to collect as much as they can. See Appendix B

Chapter 137 Setting the Value of the house

If you are selling the house for less then what is owed i then at what
price do you sell it at. The lender will want the current market value
for the property. This is done by your realtor using a Comparative
Market Analysis (CMA). He will check the local sold homes to arrive
at a fair market value for the property. Usuallythe bank wi | | do

own valuation using a BPO (Broker Price Opinion).

Chapter 147 Life of a Short Sale:

Here is a general timeline of events in a short sale:

1. Seller signs a listing agreement with a real estate agent.

2. A buyer makes an offer. Depending on the market area this can
take anywhere from 1 week or more.

3. Realtor collects all supporting documents. 5-10 days.

4. Offer is sent to the lender for approval, with all supporting
documents. This can take anywhere from 30-90 days.

5. Lender accepts, or counters the offer. If the offer is countered it
can take a few days to weeks to negotiate the final offer.

6. Escrow is open and follows the normal escrow flow. This is 10-
45 days



Chapter 157 What gets sent to the lender.

This is called the O6Short Sal e packag

uploaded (via the internet) or e-mailed to the lender. Depending on

the lender and their systems will determine how it is sent to them.
Companieslik e B of A use a system called
can log onto to upload all the documents. B of A also has a site just

for the home owner to upload all of their documents, fill in the

financial information, and any other items required from the lender.

Others you have to fax, then they will scan into their systems. Here is

a basic list that goes to the lender.

Third Party Authorization

Sellerdéds financi al I nformati on
Hardship letter

Listing agreement

Purchase contract

Preliminary Title Report

Estimated Sellers Costs or Preliminary HUD-1

Comps and market conditions
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Chapter 16 7 Who does the realtor deal with at the lender?

Lenders have either a O6Short Sal ed
department. Many times your realtor will submit all the documents to
one person who makes sure everything is there then it is sent on to a
negotiator. Each bank may have different names for each of these
people that it is sent to. They could be a negotiator, Loss Mitigation
Specialist, Loss Mitigation Short Sale Negotiator, or any combination

of them.



Chapter 177 What happens when the lender takes too long?

I have been told by banks that-6they wi
months. | wait the first 30 thirty days, then it is time to Escalate. Most
all lenders will have a department that handles files that are taking
too long or have other problems. Lenders will not let you escalate
until there is a reason to. They each have their time lines and polices
and your realtor needs to follow then as much as possible. When a
reasonable amount of time has passed and there is no movement on
a file and your realtor is getting is the run around then he will need to

0 e s c agktd to thénext level of authority.

Chapter 187 Lenders Approval letter

The sale ¢ a n @ve ahmad until the approval letter is received. It will
state the conditions of the sale and the time allow to close. See

Appendix E for some samples.

Chapter 197 Excepting or rejecting the lenders approval letter

| f you donot | i Kk lerequird aftyou,tpbssiblelfundsd e r  wi
from you, you can back out T but then the bank will foreclosure and
they still may be able go after you for the difference from what the
house sold at and the amount that was due to pay off the mortgage. It

Is better to settle this through a short sale.

1C



Chapter 207 Who Owns your Mortgage?

One of the issues you may run into is; Who owns the mortgage? In
the last several years loans have been bundled together as mortgage
backed securities(MBS) and sold in big lots to other banks or
investors on Wall Street. Most subscribe to systems called MERS
(Mortgage Electronic Registration System) that keeps track of who
owns the note, and who services the note. With many of the melt
down of banks and these thrown into the pot that it is hard to unravel
who owns the note. The loans are usually assigned to a servicer i
like Country Wide was. Most servicers can sell the note but if it is out
of the range of market value they may have to get the approval from
the investor. This seems to be a bigger problem with second (Jr)
liens. The servicer may not even know who owns the note, for them
to deal with. To find out who owns your note try these sites:

MERS: http://www.mers-servicerid.orqg/sis/

FannieMae - http://loanlookup.fanniemae.com/loanlookup/

Freddie Mac - https://ww3.freddiemac.com/corporate/

Chapter 217 Can the bank foreclosure on me while I am doing a
short sale?

Yes, they can. Many times the left hand does not know what the right
hand is doing. Your realtor may be asking the lender weekly if there is
a trustee sale date and they may be telling him no, but in fact there
may be. If you are still living in the home if you receive mail from a
lawyer that there is a sale date set, be sure to give copies to your
realtor right away. He can call the lender and have it postponed or

stopped. If you are not living in the home the realtor should be

11
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checking your house from time to time to be sure it is secure, there
will be a notice posted on the door. Be sure your lender has your
correct mai |l ing address, donot

when you change your address with your other bills it will then be

changed on your credit reports.

Chapter 22 - Talk with your Tax professional or a lawyer.

Please note that each circumstance is unique and may have different
liabilities we encourage you to consult a tax or legal professional for
specific tax or legal advice. We are professional Realtors and not
gualified as professional tax or legal advisors. There are many factors
that come into play whether or not a lender can go after you for the
difference between what the lender sold the house for and what the
loan amount was. Some differences are whether the loan was a
purchase money loan, a recourse or non recourse loan. Lenders do
sue people everyday, however, the debt is forgiven most often.
Lenders will still send a 1099-C form for this difference, talk to your
tax and legal professional about this and about insolvency, debt

forgiveness, and your tax liability.

Chapter23i When a Short Sale Doesnoét

Not every short sale will be approved there will be a very small
percentage that will be denied. One reason a lender may decline the
short sale is due to the junior liens, or liens from other creditors. If
there is mortgage insurance, the lender may receive more if they

foreclose. But most the time if the bank will make even a few more
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dollars doing a short sale then they will approve it. If you are denied,

talk to your realtor about other options.

Chapter 247 New Government guides & HAFTA

A book can be written on the government programs, guidelines, and

services. So | have included links that explain this better.

Making Home Affordable - http://makinghomeaffordable.gov/
Money Matters form the FTC - http://www.ftc.gov/moneymatters

13
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Appendix AT Expense Worksheet

Name: Property Address:
MONTHLY EXPENSES Amount
HOME ENTERTAINMENT
First Mortgage Payment Dining Out
Property Taxes Movies/Shows

Home Owner Association Fees
Second Mortgage Payment
UTILITIES
Electricity
Gas
Water
Sewer/Garbage
Phone
Cable/Internet
Cell PhondPager
NECESSITIES
Groceries
Household Supplies
TRANSPORTATION
Car Insurance
Car Payment #1 (Model, Yr below)

Car Payment #2 (Model, Yr below)

Car Fuel
Car Repair Allowance
Mass Transit
INSURANCE
Medical/Dental
Life/Disability
Homeowner's Insurance
MONTHLY DEBTS
Credit Card #1
Credit Card #2
Credit Card #3
Student Loans
Personal Loans
Other
CHILD CARE/EDUCATION
School Lunch
Tuition/Books
Child Support
Daycare

MEDICAL EXPENSES
Pharmacy/Prescriptions

Hospital/Clinic

Hobbies

MISCELLANEOUS
Misc Expense #1
Misc Expense #2

TOTAL MONTHLY EXPENSES

MONTHLY INCOME
FIRST HOMEOWNER
Full-Time Job
PartTime Job
Self-Employment
Pension #1
Pension #2
Unemployment
Disability
Child Support
Alimony
Rental Income #1
Rental Income #2
Rental Income #3
SECOND HOMEOWNER
Full-Time Job
PartTime Job
SelfEmployment
Pension #1
Pension #2
Unemployment
Disability
Child Support
Alimony
Rental Itome #1
Rental Income #2
Rental Income #3

TOTAL INCOME

Amount

MONTHLY TOTALS

INCOME
EXPENSES ( subtract)

TOTAL CASH FLOW
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Appendix B - HUD
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