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If you are having difficulties making your monthly mortgage payments, you are not alone. Missing a 
mortgage payment can lead to a mortgage foreclosure. If you find yourself in this situation, you need to 
get help right away. 
 
The Mortgage Foreclosure Prevention Guide was designed to provide a road map which guides you 
through this most difficult period. This booklet does not take the place of a trusted legal professional or 
a qualified housing counselor. We encourage you to seek the help of a professional advisor to assist 
you with your mortgage delinquency crisis.  
 
This booklet was designed to prepare you the homeowner for the steps you must take to protect your 
financial interest. It also provides information that gives you a general overview of the foreclosure 
process, foreclosure prevention options which may be available to you, methods to document your 
request for assistance under the loss mitigation program, a description of the judicial and non-judicial 
foreclosure process, steps on how to avoid foreclosure scams and much, much more. 
 
Here are some basic steps you must do to protect your home. 
 
1

st
  Get in touch with your lender (or loan servicer) immediately to explain your situation. You should 

be prepared to provide accurate, up-to-date, and documented information to support what 
caused your delinquency. Remember many lenders are willing to work with you to avoid a 
mortgage foreclosure, but you must help them help you! Be prepared and document your 
situation. 

 
2

nd
 Know your state foreclosure process. The foreclosure process differs from state to state. In the 

Mortgage Foreclosure Prevention Guide, we provide a general overview of the foreclosure 
steps for each state. However we recommend that you seek the advice of a local housing 
counseling professional or an attorney to advise you of any changes in local practice and/or 
nuances of your community. To protect your home you must seek professional help; however 
beware of foreclosure scam artists. Beware of anyone who charges a fee.  

 
3

rd
 Request assistance from your lender under its loss mitigation program. There are many options 

available to you that may help you save your home. In the Mortgage Foreclosure Prevention 
Guide we provided a description of the curable and incurable loss mitigation options. 

 
4

th
 Develop a hardship letter that explains the reason(s) for your mortgage delinquency. Your 

letter should include your name; loan number; property address; daytime and evening 
telephone numbers; and a brief explanation of why you are unable to make the mortgage 
payment. Your explanation should spell out for the lender the relief you are seeking and how 
you plan to meet your current and future financial obligations. 

 
5

th
 Develop a crisis budget that shows that you have the financial capacity to make the mortgage 

payments if the mortgage company provides some assistance. Regardless of what loss 
mitigation option you seek, you must have future financial manageability. 

  
6

th
 Contact a local housing counseling agency. Most lenders will refer you to a local HUD-approved 

housing counseling agency in your community. A specially trained counselor can work with you 
to review your budget and establish a workable repayment plan that enables you to bring your 
mortgage current. We have provided a list of community resources that may assist you and your 
family; however beware of Foreclosure Rescue Scams. 

 
The more prepared you are at presenting the documentation needed by the lender, the greater your 
chances are at saving your home from foreclosure. The Mortgage Foreclosure Prevention Guide 
provides the steps to assist you in working with your lender.
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Foreclosure Options 
 
If you do nothing, the outcome is certain – you will lose your home. No one should simply walk away 
from their home; there are options available that may assist you. 
 
Now is the time for you to make a critical decision. First you must decide: Do I want to keep my home, 
or are my circumstances in such a way that I can no longer keep the home? The lender wants to know 
if your situation is curable or incurable. If the reason for your delinquency is curable (you have a job and 
there is adequate income to support the mortgage payment) then you may be offered one of the 
following options: 
 

 Forbearance Agreement – This is an agreement to temporarily let you pay less than the full 
amount of your mortgage payment or suspend payments indefinitely during the forbearance 
period. Lenders may consider this option if you can show that funds from a bonus, tax return or 
other source will allow you to bring your mortgage current at a specified time. You will be 
required to provide documentation of future income. 

 

 Repayment Plan – This is an agreement that gives you a fixed amount of time to repay the 
amount you are behind by combining a portion of the amount past due with your regular 
payment. At the end of the repayment period you have gradually paid back the amount of your 
mortgage that was delinquent. Your crisis budget must show verified income to support the 
repayment plan. If there is a shortage in income you are not eligible for this option.  

  

 Modification – This is a written agreement between you and the lender that permanently 
changes one or more of the terms of your mortgage and note to make your mortgage payments 
more affordable. Under this option the lender may lower your interest rate and/or extend the 
term of your repayment. Both of these options may lower your monthly payment. Your crisis 
budget needs to show adequate income to make the new mortgage payment and meet your 
basic monthly living expenses.  

 

 Claim Advance – There are two claim advance options; one refers to a FHA loan and the other 
to a Conventional loan with Mortgage Insurance (this is insurance that protects the lender 
should there be a default). Monies are advanced to the lender to bring the mortgage current 
(from either FHA or the MI Company). You are then responsible for repaying all monies 
advanced. Depending on the type of loan, repayment could be at the end of the first mortgage 
loan or start immediately. The repayment on the amount advanced is usually paid back interest 
free. Your crisis budget must balance and show that you have the financial ability to repay the 
interest free loan and the normal monthly payments. 

 

 Reverse Mortgage – If you are 62 years of age or older and have some equity in your home, 
this may be an option for you. Reverse mortgages can help homeowners who are house-rich 
and cash-poor stay in their homes and still meet their financial obligations. Contact your local 
HUD office for details. Your crisis budget is not a consideration for this option. 

 

 Reinstatement – This occurs when you pay the lender the total amount you are behind, in a 
lump sum and by a specific date. Your crisis budget must show that you have documented 
proof showing your ability to bring the mortgage up to date along with all other fees added. 

  

 Refinance – If there is lots of equity in your home and you are not too far behind in payments, 
this is a great option. The lender may refinance the existing loan and include as part of the new 
loan any late payments and fees giving you control again. 

 
This option usually requires that you incur additional fees and you must also qualify for the loan. 
The lender takes into consideration your income and credit for this option unless your mortgage 
is refinanced through a special program. 
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• Making home Affordable (HAMP) – If you can no longer afford to make your monthly 

payments you may qualify for a loan modification to make your monthly payment more 
affordable.  The home must be your primary residence, amount owed on the first mortgage can 
be no more than $729,750 and the mortgage must have been originated on or before January 
1, 2009.  The servicer of your loan can tell you if you qualify.  Visit the Making Home 
Affordable.gov website for further instructions. 
 

• Making Home Affordable (HARP) – If your mortgage loan is owned by Fannie Mae or Freddie 
Mac, you may be eligible for a Home Affordable Refinance to take advantage of lower interest.  
Only loans owned or guaranteed by Fannie Mae or Freddie Mac are eligible.   You must be 
current and have not missed a payment in the last twelve months. Your mortgage company can 
tell you who owns the loan or you can contact Fannie Mae by calling 1-800-7FANNIE and 
Freddie Mac at 1-800-FREDDIE.  Visit the Making Home Affordable.gov website for further 
instructions. 
 

• Freddie Mac – Foreclosure Prevention Measures – Freddie Mac is giving more time to 
negotiate workouts in states with fast foreclosure processes and reimburses servicers for door-
to-door outreach. The states affected by this extension are Alabama, Alaska, Arizona, 
Arkansas, California, Georgia, Hawaii, Maryland, Michigan, Minnesota, Mississippi, Missouri, 
New Hampshire, North Carolina, Rhode Island, Tennessee, Texas, the District of Columbia, 
Virginia, West Virginia and Wyoming. 

Freddie Mac pays $500 for each repayment plan and $800 for each loan modification on 
Freddie Mac-owned mortgages. Servicers receive $2,200 for each short sale when Freddie Mac 
accepts less than the full amount owed on the mortgage. You must have a Freddie Mac loan to 
gain assistance under this initiative.  

• Housing and Economic Recovery Act of 2008 – Under this program only owner-occupants 
who are unable to afford their mortgage payments are eligible for the program. No investors or 
investor properties qualify. You must certify, under penalty of law, that you have not intentionally 
defaulted on your loan to qualify for this program and must have a mortgage debt to income 
ratio greater than 31 percent as of March 1, 2008. Your lender needs to document and verify 
your income with the IRS.  
 

o New Loan Amount. The size of the new FHA-insured loan is based on what you can 
afford, as determined by FHA; or, 90 percent of the current value of the home. The new 
loan must be 30-year, fixed rate loans. 
  

o Equity & Appreciation Sharing. One requirement of the new loan is equity and 
appreciation sharing, which means that you must share the newly-created equity and 
future appreciation equally with FHA. This obligation continues until the borrower sells 
the home or refinances the FHA-insured mortgage. To get more information about this 
option you must seek the help of a qualified housing counseling professional. 

 
Remember you must ask the hard question, “Can I afford this home?” If the reason for your delinquency 
led to a situation where you can no longer afford the home, there are still more options available to you. 
It is really important that you contact your lender immediately to explain your situation. Here are the 
options that are available to you when your situation is incurable (this is when there is no possibility of 
you, with or without the help of family members being able to save the home from foreclosure).  
 

 Deed-in-Lieu – The lender must agree to this option. This allows you the option of voluntarily 
signing the deed over to the lender to avoid the foreclosure process. You are required to vacate 
the property at the time the documents are signed or on another negotiated date. Your lender 
will request a copy of your crisis budget. 
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 Pre-Foreclosure/Short Sale – The lender agrees to let you sell the property at fair market 
value and agrees to accept the proceeds of the sale even though it is less than the full payoff 
amount to avoid foreclosure. The difference that is left may either be forgiven by the lender (if 
the debt is forgiven you may have to pay taxes on that amount later) or required to be paid 
back. 

 

 Sell Your Home – If you can no longer afford your home, your lender usually gives you a 
specific amount of time to find a purchaser and pay off the total amount owed. You are 
expected to use the services of a real estate professional who can aggressively market the 
property. You must be prepared to not make a large profit on the home or perhaps incur a loss. 

 

 Assumption – A qualified buyer may be allowed to take over your mortgage, even if your 
original loan documents state that it is non-assumable.  

 

 Bankruptcy – This should be your last resort. There are several different types of bankruptcy. 
Some are work-out others are wipe-out. You need to contact a reputable attorney who 
specializes in bankruptcies if you are considering this option. You are also required to pass the 
financial means test. At this point your crisis budget is very important. Your income and allowed 
expenses determine which bankruptcy option you are allowed to take.  
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Beware of Foreclosure Scams! 
 
 

Most people who are facing foreclosure are vulnerable. Foreclosure fraud scams are spreading 
throughout the country like wildfire and can end up costing you the home you are desperately 
trying to keep and lots of money that should go to your lender. You are probably wondering, “How 
do these people know I’m in trouble?” It’ is quite simple. When your lender files the foreclosure 
notice, it becomes public record that you are in trouble with your mortgage. Soon, phone calls, 
piles of mail and people from various companies start to hound you. To avoid being victimized, 
here are some scams you should be aware of. 
 

 Phantom help – The scammer charges high fees for basic phone calls and paperwork that 
you could have done yourself. Promises are made to negotiate with your lender, but the 
scammer never follows through. After which it becomes too late to stop the foreclosure from 
taking place. 

 

 Bailout – The scammer bails the homeowner out by helping them get rid of the house. The 
homeowner ends up surrendering the title to the house with the promise that they can stay 
on as renters and buy the house back once things are “fixed.” In the end, of course, the 
homeowner cannot buy the house back and the scammer gets most, if not all of the equity. 

 

 Bait and Switch – The scammer tells the homeowner that they are signing documents for 
a new loan that solves their problems. In reality, they are signing forged documents that 
give the scammer ownership of the house. To make matters worse, the homeowner still 
owes for the mortgage, but will no longer have the house. 

 

 Equity Stripping – An unscrupulous lender comes to the homeowner with the promise of 
getting them a loan. This person is usually aware of your poor financial condition. The 
lender pushes you to exaggerate your income on the application form to get the loan 
approved. You accept the loan, even though you are not sure you can afford the monthly 
payments. The moment you default on the payments, the lender rushes in to foreclose your 
property and strip you of your home’s hard earned equity. 

 
To avoid being scammed, contact your lender and a HUD approved counseling agency 
immediately. 
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Selecting a Housing Counseling Agency 
 

 
If you want to work with a Housing Counseling Agency, we recommend that you interview several. 
Check with your state attorney general, local consumer protection agency and the Better Business 
Bureau to find out if consumers have filed complaints about the provider you are considering. Here 
are some questions to ask: 
 

1. What services do you offer? 
Look for an organization that offers a range of services, including crisis budgeting, 
foreclosure default, reverse equity mortgage and/or eviction counseling. Ask if the 
counselors are trained and certified in housing, consumer credit, money/debt management, 
and budgeting counseling. Counselors should discuss your financial situation, develop a 
personalized plan to address your housing problem and provide direction in working with 
the mortgage servicer. An initial counseling session typically lasts an hour, with an offer of a 
follow-up session.  

 
2. Are you licensed to offer your services in my state? 

Many states require that an organization register or obtain a license before offering some 
counseling services. Do not hire an organization that has not fulfilled the requirements for 
your state. 

    
3. Are your counselor certified and trained to provide housing counseling? It is 

important that you seek out assistance from a trained professional in the area of mortgage 
counseling. You should look for the NCHEC seal of approval. Your counselor should abide 
by the industry code of ethics and the national industry standards. 
 

4. Do you have educational materials? If so, will you send them to me? Are they free? 
Can I access them on the internet? 
You should not have to pay for educational materials, if so, consider this a red flag and go 
elsewhere. 

    
5. What are your fees? Do I have to pay anything before you can help me? Are there 

monthly fees? 
HUD approved counseling agencies usually do not charge a fee for mortgage default 
counseling. However, if you are considering joining a debt management plan, there may be 
a small set up fee and or monthly fees. Beware of companies that charge large upfront 
fees. 

 
6. Will I have a formal written agreement or contract with you?  

Do not commit to participate in a program without being able to review the program 
guidelines and restrictions. Read all documents carefully before you sign them. If you feel 
pressured to act immediately, consider this a red flag and go elsewhere. 
 

7. What are the qualifications of your counselors? Are they accredited or certified by an 
outside organization? If so, which one? If not, how are they trained? 
Try to use an organization whose counselors are trained by an outside organization that is 
not affiliated with creditors. 
 

8. How soon can you take my case? 
If you are past due on your mortgage payments and need assistance immediately, you may 
need to go elsewhere if the counseling agency cannot see you within three business days. 
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9. In addition to helping me solve my immediate problem, will you help me develop a 

plan for avoiding problems in the future? 
The counselor can develop an action plan to help you with long term solutions to avoid 
problems in the future.  

 
10. How are your employees paid? Are the employees or the organization paid more if I 

sign up for certain services, pay a fee, or make a contribution to your organization?  
Employees who are counseling you to purchase certain services may receive a 
commission if you choose to sign up for those services. Many housing counseling 
organizations receive additional compensation from lenders, the local government and 
HUD. If the organization will not disclose what compensation it receives, or how employees 
are compensated, go elsewhere for assistance. 

 
11. What assurance do I have that information about me (including my address and 

phone number) are kept confidential? 
Housing counseling organizations handle your sensitive financial information in the strictest 
of confidence. The organization should have safeguards in place to protect the privacy of 
this information and prevent misuse. 
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Net Income #1___________ Net Income #2____________  Total Income: ___________ 
 

Monthly Budgeted Living Expenses Monthly Payment Revised Status 
Current/Delinquent 

     
Housing Mortgage/Rent    

Homeowners/Renter Ins.    

Maintenance    

Taxes    

Association Fee    

Pest Control    

     

Utilities Water    

Electric    

Trash    

Gas    

Cable/ Internet    

     

Phone 
 

Local / Long Distance    

Cellular/Pager    

     

Auto  Gasoline    

Repairs/Tolls    

Insurance    

Payment #1    

Payment #2    

     

Food  Groceries for House    

School Lunches    

Work Lunches    

     

Insurance Life    

Medical    

     

Medical Prescriptions    

Co-Pays    

Deductibles    

     

Domestic Child Support    

Alimony    

     

Child Care Day Care    

After School Care    

Private School    

     

Entertainment Eating Out/Pizza Delivery    

Church/Memberships/Clubs     

Lottery/Beer/Tobacco    

Hobbies    

     

Clothing Dry Cleaning/Laundry    

Children    

Parents    

     

Debts Other:    

Other:    

Other:    

     

TOTALS:     
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Budget Explanation 
 
Your crises budget is very important when it comes to working with your lender to avoid foreclosure. Your 
lender needs a budget which reflects your current situation. When preparing your budget you must show 
that you have the ability to maintain your property. Therefore, your expenses must be realistic and 
reasonable.  
 
If there has been a reduction in income, you also need to show how you plan to resolve your delinquency 
with or without the help of the lender. In most cases you need the help of your lender in resolving your 
delinquency and your budget is a critical component of the lender’s evaluation process when considering 
the options.  
 
When creating your budget all expenses should be based on your net income verses gross income. Net 
income represents your disposable income after taxes, insurance and all other deductions. This is the 
income in that you have available to spend each pay period. If you are facing foreclosure, you need to 
make some adjustments to your budget to show that you can afford your home. 
 
Savings: When you are developing a crises budget you are not able to save a tremendous amount 

of money. Your lender needs to see that you have the financial ability to make the 
mortgage payments if your loan is brought current. The lender also needs to see that 
during the months that you were not able to make the mortgage payments, you were able 
to save some of the money pending negotiation of a repayment plan. 

  
Housing: This category encompasses many shelter related expenses, insurance, pest control and 

maintenance. This category should not exceed 32 percent of your net income.  
 
Utilities: This is somewhat of a flexible expense category. There are many cost cutting tips that can 

be explored to make reductions in this area. It is recommended that this category 
represent not more than 13 percent of your net disposable monthly income. Please note 
that this category should also include your phone expenses. 

 
Auto: This is an area that could easily get out of control. Please watch your spending in this 

area carefully. This category includes all transportation related expenses. With the 
increase in gasoline cost, it is difficult to keep this category in budget; however, it is 
recommended that the budgeted items in this grouping not exceed 13 percent of your net 
monthly income. 

 
Food: When setting up your budget for this category, you should always look at ways to stretch 

your dollars. There are many ways to do this, from coupons to using food banks and 
discount food stores. This category should not exceed 15 percent of your income. 

 
Other: All other expenses represent the remaining amount of your disposable net income, 20 

percent. This includes the following categories: insurance, medical, domestic, child care, 
entertainment and unsecured or secured debts. These categories are flexible and should 
be adjusted based on your spending habits on the above items. You can only spend 100 
percent of your income. Most families get in trouble when their spending pattern exceeds 
100 percent of what they have coming in. If you are still short after making adjustments, 
you have to increase your income to manage the mortgage and other household 
expenses.
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Sample Hardship Letter 
 
 

July 19, 2009 
 
Anyone Smith 
12345 Peter Rabbit Circle 
Winter Garden, WA 12347 
 
Brickstone Mortgage Company 
Loan # 1010101010 
 
Dear Sir, 
 
I’m writing to you to explain why I have unfortunately fallen behind on my monthly payments. I 
lost my job April 24, 2009 due to my employer going out of business. I have been 
aggressively looking for another job, but have been unable to find work. My parents have 
agreed to move in with me to help me out until I can get back on track. I am currently 
collecting unemployment and my teenage son and daughter have been contributing to the 
household.  
 
I have sat down with my family and taken a very hard look at our financial situation and we all 
have agreed to make some sacrifices in order to make certain that this situation never 
happens again. 
 
We have reduced our expenses to a bare minimum. We no longer have cable, Internet or cell 
phones. We are currently using Angel Food Ministries to help with the food cost. I have 
enlisted the help of a HUD approved counseling agency and my counselor has advised me to 
save as much as possible pending a decision from you. I am requesting that I be granted a 
loan modification to a more favorable term as the payment is too much for me to handle. I 
have enclosed my budget for your review along with other documentation that you requested. 
 
My family and I are truly grateful for the opportunity that you’ve given us to own our home and 
be a part of the American dream. Rest assured that we have every intention of keeping it for 
a long time as well as making timely mortgage payments. We appreciate your assistance in 
this matter.  
 
Sincerely, 
 
Mrs. Anyone Smith 
 
        
 
 
  

Your hardship letter should be precise and to the point.  Explain the cause of the 
hardship. Tell the lender what you are willing to give up in order to find a 
workable solution. Be specific in letting the lender know what option you are 
seeking. Be truthful and do not make promises you cannot keep.  
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Lender – Required Documentation Checklist 
 
A foreclosure is something that can happen when you get behind on your mortgage loan. 
Your lender will not automatically put you into a program to bring your loan up-to-date. You 
must put the plan into motion and provide the lender with the documentation they require to 
analyze your financial situation to stop the foreclosure action.  
 
Here is a list of items needed by your lender in order for them to assist you. 

 
_____ A hardship letter explaining your situation; what did you do to resolve your 

problem and your current status (see sample Hardship Letter on page 15). 
What caused the delinquency? Be able to provide dates and documentation to 
substantiate your claim. 

 
_____  Recent paystubs (usually two if paid bi-weekly and four if paid weekly) 
 
_____  Tax returns and W2 forms (most recent and the year before) 
 
_____  Bank Statements (most recent for three months) 
 
_____  Listing of debts and obligations 
 
_____ Documentation of hardship (reduced income, loss of job, divorce, medical, 
          death in family, etc.) 
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FORECLOSURE PROCESS FLOW 
 

Facing foreclosure is serious business! It is important that you contact your lender for assistance as early as 
possible. Statistics show that 40 percent of homeowners do not contact the lender before going into foreclosure. 
You do not want be a statistic! Many of us feel embarrassed about discussing money and money problems 
with others. Your Lenders wants to help you keep your home because foreclosures are expensive for 
lenders, mortgage insurers and investors. HUD and private mortgage insurance companies, and investors 
like Freddie Mac and Fannie Mae, require lenders to work aggressively to help borrowers who are facing 
foreclosure. This chart gives you a generic overview of the steps the lender/servicer takes before foreclosing on 
your property. TO GET MORE SPECIFIC INFORMATION FOR YOUR STATE SEEK THE HELP OF A 
PROFESSIONAL HOUSING COUNSELOR, CALL YOUR LENDER OR A LOCAL ATTORNEY. 
 

 
 

 

 

#1   
Your mortgage payment is considered 
past due if it does not reach your lender 
on the 1st day of the month.  You are 
considered delinquent; however no late 
fees are usually assessed at this time. 

#2 
Once your loan reaches the 16th day 
past due, a late charge is assessed.  
The lender will attempt to make 
contact with you for an explanation 
and to negotiate a payment 
arrangement. 
 
  
 

#3   
The collection calls become more 
frequent, often several times a week.  If 
no payment is received within 30 days, 
the credit reporting agencies is notified.  
This can affect your credit score. 

#4   
Between 45-60 days, collection tactics 
become more intense.  Someone may 
show up to do an inspection of your 
property and/or you may receive a 
personal visit from a Loss Mitigator. The 
Loss Mitigator works for the bank and is 
seeking to help you work out a plan with 
the bank. 

#5   
At this point the collection calls become 
pretty regularly.  The tone can go from, 
“we are here to help you,” to downright 
aggressive and demanding. Call the Loss 
Mitigation department at the bank for help! 
They do not want your home. 

(See Selecting a Housing Counselor) 

#6   
If you continue to miss payments, this 
is not the time to bury your head in the 
sand and ignore the letters and phone 
calls.  Open all correspondence and 
call the lender for assistance now! 

#7 
Between 61-90 days, the mortgage 
lender may draft a letter called the notice 
of default (NOD) or the notice of intent 
(NOI). This notice puts you on notice that 
the lender is giving you 30 days to bring 
the mortgage current or the property is in 
danger of being foreclosed on. 

#8  
Usually if you have not contacted the lender at 
95-105 days, the lender refers the loan to their 
foreclosure department.  In some states, an 
attorney may be retained and in others a 
trustee appointed to handle the foreclosure 
proceedings.  Depending on the state where 
the home is located, the lender’s attorney may 
record a NOD at the local courthouse and it is 
published in the local newspaper. 
 
 

 

#9 
Once your file is referred to an 
attorney additional fees are 
assessed to your account. It is 
still not too late to negotiate with 
your lender. 

#10 
During this time your lender 
may be able to still offer you 
alternative ways to bring your 
account current. 
 

(See Foreclosure Options) 
 

#11 
If you are in a state that allows the Judicial 

Process you will receive a legal summons of 
foreclosure.  If you are in a state that uses the 
Non-Judicial process (this process moves fast) 

a notice is published in the local newspaper.  
Please do not hesitate to contact your lender; 

there is still time to negotiate. 
(See State Timelines) 

#12 
If you are in a state that allows the Non-
Judicial process, between 120-150 days, a 
notice of sale is filed and the home is 
scheduled to be sold in foreclosure.  
 
If your state allows the Judicial process, a 
court date is scheduled between 180-210 days 
delinquent. You still have time to negotiate with 
your lender. 
 

(This timeline may vary. Please seek the 
help of a professional housing counselor) 

#13 
Once your property is sold you may still have options. Your state may 

have a redemption period. This gives you time to still save your 

home.  his time frame varies from state to state. 

 

(Seek the services of an attorney or a professional housing 

counseling agency for more information about this option.) 

The foreclosure process varies in every state and it is 
critical that you understand the foreclosure process.  
Do not assume that your problem will correct itself.  
Contact your lender now. Time is of the essence!  
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State by State Foreclosure Process 
 
This is a general guide only. Laws change and you need to seek legal counsel, meet with a housing 
counselor or check your state statues for up-to-date procedures. Foreclosure type is most often either 
judicial or non-judicial. Time frame varies from state to state. Deficiency judgments are available in 
some states if the lender loses money through the foreclosure process. Homeowner redemption after 
foreclosure is possible in some states. 

  
 

State 
 

Type of 
Foreclosure 

Time Frame 
 

(The amount of time it takes from the first 
public foreclosure notice until the property 

goes to sale at public auction.) 

 
Deficiency 
Judgment 

 
Redemption 

Period 

 
Alabama Primarily 

Non-Judicial 
30-60 days Allowed 12 Months 

Alaska Both 90 days Judicial only None 

Arizona Both 90 days Varies None 

Arkansas Both 120 days Non Judicial only None 

California Primarily 
Non Judicial 

111 days Judicial only None 

Colorado Both 60 days Yes 75 Days 

Connecticut Judicial/Strict 60-150 days Yes None 

Delaware Judicial 90 days No None 

District of 
Columbia 

Non-Judicial 60 days Yes None 

Florida Judicial 180 days Yes Yes 

Georgia Primarily 
Non-Judicial 

90 days Yes None 

Hawaii Primarily 
Non-Judicial 

160-195 days Yes None 

Idaho Non-Judicial 150 days Yes None 

Illinois Judicial 210 days Yes None 

Indiana Judicial 150 days Yes 3 months 

Iowa Both 160 days No 6 months 
if judicial 

Kansas Judicial 120 days Yes 6-12 months 

Kentucky Judicial 147 days Yes None 

Louisiana Judicial 60 days Yes None 

Maine Primarily Judicial 90-365 days Yes None 

Maryland Judicial 90 days Yes None 

Massachusetts Non-Judicial 90 days No None 

Michigan Both 60 days Varies/ 
Case by case 

6 months 

Minnesota Both 60 days Yes  6 months 

Mississippi Primarily 
Non Judicial 

60 days No None 

Missouri 
 

Primarily 
Non-judicial 

60 days No None 

Montana Primarily 
Non-Judicial 

150 days Judicial only None 

Nebraska Judicial 180 days No None 
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State 

 
Type of 

Foreclosure 

Time Frame 
 

(The amount of time it takes from the first 
public foreclosure notice until the property 

goes to sale at public auction.) 

 
Deficiency 
Judgment 

 
Redemption 

Period 
 

Nevada Primarily 
Non-Judicial 

60-120 days Yes None 

 
New 
Hampshire 

 
Primarily 

Non-Judicial 

 
60 days 

 
Yes 

 
None 

New Jersey Judicial 90-120 days Yes 10 days 

New Mexico Judicial 120 days Yes None 

New York Primarily Judicial 12-19 months Yes None 
 

North Carolina Non-Judicial 60 days Varies/ 
Case by case 

None 

North Dakota Judicial 90 days Yes  60 days 

Ohio Judicial 150 days Yes None 

Oklahoma Primarily Judicial 90 days Yes None 

Oregon Non-Judicial 120-180 days Yes/Judicial None 

Pennsylvania Judicial 90 days Yes None 

Rhode Island Both 60 days Yes None 

South Carolina Judicial Varies Yes None 

South Dakota Both 90 days Varies/ 
Case by case 

Yes/varies 

Tennessee Non-Judicial 60 days Yes None 

Texas Non-Judicial 60 days Yes None 

Utah Both Varies Yes None 

Vermont Both 210 days Yes None 

Virginia Non-Judicial 60 days Yes None 

Washington Non-Judicial Varies Yes/Judicial None 

West Virginia Non-Judicial 60 days No None 

Wisconsin Judicial Varies/90 days-12 
months 

Yes/unless 
waived 

None 

Wyoming Non-Judicial 90 days Yes 3 months 
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Foreclosure Process for Non-Judicial States 
Please see the state-by-state guidelines for foreclosures on pages 19 and 20 to determine the common 
foreclosure practice used in your state. 

 

How the Non-Judicial Foreclosure Process Works 
 
If you are in the midst of a home foreclosure, then it is important that you know how the non-
judicial process for foreclosure works. Non-judicial procedures are used by states that use 
deeds of trust as the security instrument. 
 

 A home enters the foreclosure process when the property owner fails to pay the 
principal, interest, and/or real estate taxes for a period of time, usually about 90 days. 

 

 Non-Judicial foreclosures are based on deeds of trust that contain the power of sale 
clause. The clause enables the trustee to initiate a mortgage foreclosure sale without 
having to go to court. 

 

 Non-judicial foreclosures are processed without court intervention, with the 
requirements for foreclosure established by state statues. 

 

 When a loan default occurs, the lender mails the homeowner a default letter. 
Depending on your state, the lender issues this notice when the homeowner is 
approximately three months delinquent on the mortgage payment. Keep in mind that 
the notice is a threat to sell your property, terminate all your rights in that property, 
and evict you from the premises. 

  

 If the homeowner does not cure the default, a Notice of Sale is mailed to the 
homeowner, recorded at the county recorder’s office and published in area legal 
publications. 

  

 After the legally required time period has expired, a public auction is held with the 
highest bidder becoming the owner of the property. 

  

 Auction of non-judicial foreclosures generally require cash or cash equivalent either at 
the sale, or shortly thereafter.  
 

 The time frame to vacate can be anywhere from 24 hours to several days. Please check 
your state for specifics. 

 

 It is important to note that each non-judicial foreclosure state has different procedures. 
Please check the State Guideline for Foreclosure Chart to determine the common 
foreclosure practice used in your state.   
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Foreclosure Process for Judicial States 
Please see the state-by-state guidelines for foreclosures on pages 19 and 20 to determine the common 
foreclosure practice used in your state. 

 

How the Judicial Foreclosure Process Works 
 
If you are in the midst of a home foreclosure, it is important that you know how the judicial 
process for foreclosure works. The home foreclosure process is complex, but not really that 
difficult. This process range is anywhere from six to 12 months. 
 

 A home enters the foreclosure process when the property owner fails to pay the 
principal, interest, and/or real estate taxes for a period of time, usually as early as 
three months. 

 

 Judicial foreclosures are processed through the courts, beginning with the attorney for 
the lender filing a complaint and recording a notice of Lis Pendens. 

 

 The complaint states what the debt is and why the default should allow the lender to 
foreclose and take the property given as security. 

  

 The homeowner is served a notice usually by a process server at the home or work 
place. 

  

 If the process server cannot locate the homeowner to serve the notice, the notice is 
published in a local newspaper. 

  

 The homeowner usually has 20 calendar days to respond to the complaint. It can take 
longer for your state. Note that service of the notice is important, since under the law, 
the homeowner should be given a chance to defend him/herself in court. 

  

 If the homeowner fails to respond, they are generally not given an opportunity to 
present his or her side of the case to the judge. A final judgment may be entered 
against the homeowner. 

   

 During the hearing, both the complainant and the homeowner are given a chance to 
present and defend his or her case. 

  

 If the court finds the debt valid and in default, it issues a judgment for the total amount 
owed, including the costs of the foreclosure process. 

  

 Thirty days later, after the judgment is entered, a writ is issued by the court 
authorizing a sheriff’s sale. 

  

 The sheriff’s sale is an auction, open to anyone, and held in a public place, usually the 
court house.  
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 The Sherriff’s sale requires either cash paid at the time of sale or a substantial deposit 
with the balance paid later that same day. Depending on the state in which you live, 
this may vary. Please check your state for specifics on the sheriff’s sale. 

  

 After the court has confirmed the sale, a sheriff’s deed is prepared and delivered to 
the highest bidder. 

  

 When the deed is recorded, the highest bidder is the owner of the property. 
 

 The homeowner is served a notice to vacate the property. The time frame to vacate is 
anywhere from 24 hours to several days. Please check your state for specifics. 

 

 Some states have a redemption period; refer to the State Guideline for Foreclosure for 
your state’s redemption period. 
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Community Resources Directory 
 
This directory includes a list of resources available to you. We provided a list of national, state and 
local level organization that may be able to provide assistance to you on credit, homebuyer education, 
foreclosure education/prevention and other resources. 
 
I. National Resources 
 
Homeownership Preservation Foundation 
www.995hope.org  
888-995-HOPE  
 
Consumer Credit Counseling Services (CCCS)  
www.nfcc.org 
801 Roeder Road 
Suite 900 
Silver Spring, MD 20910 
Telephone: 301-589-5600 
 
(Please note: the local CCCS agency may go by a different name. Please confirm with the main office 
in Silver Spring, Maryland at the number listed above.) 
 
U.S. Department of Housing and Urban Development (HUD)  
www.hud.gov 
Contact HUD for a list of certified housing counseling agencies – the list includes agencies nearest 
you that provide credit and housing counseling services. 
 
National Credit Reporting Agencies 
 
Equifax: 800-685-1111, www.equifax.com 
Experian: 888-397-3742, www.experian.com 
Trans Union: 800-888-4213, www.transunion.com 
Fair Isaac and Company, www.myfico.com (Credit scores are provided for a fee.) 
 
For a free credit report: www.annualcreditreport.com 
 
Other Organizations and/or Agencies 
Federal Trade Commission www.ftc.org 
 
Habitat for Humanity www.habitat.org 
 
Board of Governors of the Federal Reserve System  www.federalreserve.gov 
 
U.S. Financial Literacy and Education Commission www.mymoney.gov  
 
Administration for Children & Family www.acf.hhs.gov 
 
National Endowment for Financial Education (NEFE) www.nefe.org  
 
National Consumer League www.nclnet.org 
 
The National Financial Planning Association www.fpanet.org 
 

http://www.995hope.org/
http://www.995hope.org/
http://www.nfcc.org/
http://www.hud.gov/
http://www.equifax.com/
http://www.experian.com/
http://www.transunion.com/
http://www.myfico.com/
http://www.annualcreditreport.com/
http://www.ftc.org/
http://www.habitat.org/
http://www.federalreserve.gov/
http://www.mymoney.gov/agency.shtml
http://www.mymoney.gov/
http://www.acf.hhs.gov/
http://www.nefe.org/
http://www.nclnet.org/
http://www.fpanet.org/
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Consumer Action www.consumeraction.gov 
 
National Association for Housing Finance Agencies www.ncsha.org 
 
Cooperative State Research, Education and Extension Service www.csrees.usda.gov 
 
National Urban League www.nul.org 
 
National Council of LA RAZA www.nclr.org 
 
NeighborWorks America www.nw.org  
 
ACORN www.acorn.org 
 
The Enterprise Foundation www.enterprisefoundation.org 
 
National Puerto Rican Coalition (NPRC) www.batelink.org 
 
 
II. State/Local Resources 
 
State, cities and counties provide a wealth of resources. Each jurisdiction may set up their services in 
a specific location within their agency. Upon contacting them you would ask for consumer resources 
that provide credit counseling and foreclosure prevention counseling. 
 
State Housing Finance Agency 
 
Local Housing Finance Agencies 
 
City/County Housing and Community Development 
 
County Office of Housing 
 
Neighborhood Housing Services 
 
County Extension Services 
 
Consumer Action 

http://www.consumeraction.gov/
http://www.ncsha.org/
http://www.csrees.usda.gov/
http://www.nul.org/
http://www.nclr.org/
http://www.nw.org/
http://www.acorn.org/
http://www.enterprisefoundation.org/
http://www.batelink.org/
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Glossary of Mortgage Terms 
 
 

Acceleration Clause – The clause in a mortgage or deed that can be enforced to make the 
entire debt due immediately if the borrower defaults on an installment payment. 
 
Adjustable Rate Mortgage (ARM) – A loan with an interest rate that fluctuates based on a 
specified financial index, such as treasury securities, etc. 
 
Arrears – Generally, being overdue in an installment. 
 
Assumable Mortgage – A mortgage that is taken over (assumed) by the buyer when a home is 
sold. If the interest rates have risen, an assumable mortgage at a low rate may prove a selling 
point for the property. 
 
Bankruptcy – An action filed in a federal bankruptcy court that allows a creditor to re-organize or 
discharge credit obligations due to insolvency. A property owner may halt foreclosure action by 
filing bankruptcy. 
 
Collection – Obtain payment or liquidation of a debt, either by personal solicitation or legal 
proceedings. 
 
Deed-in-lieu of Foreclosure – A process whereby the owner with the approval of the lender, 
deeds the property to the lender to avoid foreclosure. Lenders are usually reluctant to accept a 
“deed-in-lieu” unless the title is free and clear of any other liens. 
 
Default – The failure to make payments in full, on time, or at all or to live up to any other 
obligations placed on the borrower by the loan agreement. 
 
Deficiency Judgment – A judgment entered in a lawsuit when a property is sold for less than the 
amount of the loan.  
 
Delinquency – A condition when the payment is being made late but not yet in default. 
 
Demand Letter – Also known as a breach letter or notice of intent to foreclose. Notice to the 
borrower that he/she is in “breach” of the terms of the note and advising of the right to “cure” the 
default. 
 
Department of Housing and Urban Development – A federal department that focuses on 
programs regarding housing and renewal of city communities. 
 
Fair Market Value – The amount at which property would change hands between a willing buyer 
and a willing seller, neither being under any compulsion to buy or sell and both having reasonable 
knowledge of the relevant facts. 
 
Fannie Mae – The official name of the Federal National Mortgage Association, which is one of 
the largest agencies that buys mortgage from lenders and re-sells them as security on the 
secondary mortgage market. 
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Foreclosure – A legal procedure whereby property used as security for a debt is sold to satisfy 
the debt in the event of default in payment of the mortgage note or default of other terms in the 
mortgage document. 
 
Freddie Mac – A secondary mortgage market provider. Like Fannie Mae, it buys mortgages from 
lenders and re-sells them as securities. 
 
Judgment – The final decision of the court resolving the dispute and determining the rights and 
obligations of the parties. 
 
Insurer – Insures the lender/investor in case the homeowner defaults on the loan. 
 
Investor – The owner of the mortgage loan. The investor suffers the loss should the loan go into 
foreclosure. 
 
Judicial Foreclosure – A foreclosure process that is executed via a court action. 
 
Lien – A claim or charge on a property for payment of some debt, obligation, or duty. 
 
Lis Pendens – A term meaning “legal action pending” that gives notice of an action or 
proceeding affecting the title of the property. 
 
Loss Mitigation Department – A department that helps homeowners avoid foreclosure. The 
lender tries to help a borrower who has been unable to make loan payments and is in danger of 
defaulting on his or her loan. 
 
Mortgage – An interest in land created by a written instrument providing security for the 
performance of a duty or the payment of a debt. 
 
Mortgage Servicer – Responsible for customer service, processing the mortgage payments, and 
working with delinquent homeowners. 
 
Non-Judicial - Foreclosure is processed without court intervention, with the requirements for the 
foreclosure established by state statues. 
 
Notice of Default (NOD) – A notice that is sent out by the lender when a mortgage payment is 
late in an attempt to cure or make the loan current. 
 
Notice of Sale – The notice of an impending foreclosure sale required by the state. It provides 
the legal description of the property being foreclosed upon and gives the time, date and place of 
the pending sale. 
 
Real Estate Owned (REO) – Property acquired back by the lender after it goes to auction. 
 
Redemption Period – The time allotted to the mortgagor to reclaim his/her property after it is 
sold at an auction. 
 
Sheriff’s Sale – The sale of a property to satisfy a debt or judgment. 
 
Short Sale – The sale of a property under or at market value that is lower than the loam balance. 
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Tax Lien – A lien on real estate in favor of a state or local government that may be foreclosed on 
for nonpayment of taxes. 
 
Trustee’s Sale – An auction where a trustee may sell a property that has defaulted in an effort to 
pay the outstanding debt that is owed. 
 
Vacate – To make vacant or empty. 
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