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Foreclosure Prevention Essentials

Financial setbacks can happen to anyone. If you are worried about making your mortgage payment, acting early
can give you more time to understand your options and make informed decisions.

Welcome to Foreclosure Prevention Essentials
Falling behind does not automatically mean losing your home. Open notices, contact your mortgage
servicer, and seek trusted help rather than waiting for the situation to get worse.

Life’s Challenges and Homeownership

Job loss, reduced hours, medical bills, rising living costs, divorce, caregiving, natural disasters, and
unexpected repairs can affect mortgage payments. If you expect trouble paying, reach out before you
miss a payment, if possible.

Understanding Foreclosure

Foreclosure is the legal process a lender may use to take ownership of a home when mortgage
payments are not made as agreed. The process varies by state, loan type, and loan documents. Your
servicer manages the account and reviews options; a HUD-certified housing counselor can help you
understand notices and prepare questions.

Understanding the Delinquency Cycle
. 1-30 days late: fees and servicer contact may begin.
. 30-60 days: missed payments may be reported to credit bureaus.
. 60-90 days: collection efforts and formal notices may increase.
. 90+ days: the loan may be seriously delinquent or in default, and foreclosure proceedings may
become possible depending on applicable rules.

These are general stages, not fixed deadlines.

Mortgage Terms Made Simple

Mortgage servicer: company that manages payments and your account. Delinquency: a late, missed, or
incomplete payment. Default: a more serious failure to meet loan terms. Notice of Default: formal
warning that the loan is seriously past due. Notice of Sale: notice of a scheduled foreclosure sale.
Equity: home value minus the mortgage balance.

Mortgage Relief Options and Alternatives to Foreclosure

Loss mitigation is the servicer’s review of ways to avoid foreclosure. Forbearance temporarily reduces
or pauses payments; missed amounts still must be addressed. A repayment plan spreads past-due
amounts over time. A loan modification permanently changes loan terms. An FHA partial claim may
move eligible past-due amounts into a separate, no-interest lien that must later be repaid.
Reinstatement means paying the full overdue amount and fees.

If keeping the home is not possible, a short sale allows a lender-approved sale for less than owed; a
deed-in-lieu transfers ownership to the lender. Cash for keys may provide moving funds under a written
voluntary move-out agreement. Ask your servicer which options may fit your circumstances.




What to Do When You’re Delinquent

Open every letter and message. Call your servicer, explain your hardship, and ask about relief options,
required documents, and deadlines. Gather mortgage statements, income records, bank statements,
monthly expenses, and hardship documents. Review your budget, contact a HUD-certified housing
counselor, and keep a log of calls, names, dates, and next steps.

Your Five-Step Financial Assessment
1. ldentify what caused your hardship.
2.Decide whether it is temporary or long-term.
3. List your current income.
4.Review expenses you can reduce or delay.
5.Decide your goal for the home: stay, catch up, lower the payment, or explore selling.

These answers help guide conversations with your servicer and counselor.

Foreclosure Rescue Scams

Be cautious of guaranteed loan modifications, “phantom” help that does little, rent-to-stay offers
requiring a deed transfer, misleading paperwork, and fake government programs. Warning signs include
upfront fees, pressure to sign quickly, demands to pay someone other than your servicer, or instructions
to stop communicating with your servicer. Verify offers independently and never sign documents you do
not understand.

Mortgage Myths vs. Facts

Myth: One missed payment means immediate foreclosure. Fact: Foreclosure usually does not begin
after one missed payment, but prompt action matters. Myth: Your servicer cannot help. Fact: Relief
options may be available to eligible homeowners. Myth: Housing counseling is expensive. Fact: HUD-
approved nonprofit foreclosure prevention counseling is free. Myth: Ignoring notices buys time. Fact: It
can cause missed deadlines. No company can guarantee it will save your home.

Trusted Resources and Next Steps

Start with your mortgage servicer and a HUD-approved housing counseling agency. Other trusted
resources may include state or local housing agencies, legal aid, consumer protection agencies, and
nonprofit financial counseling organizations.

Before calling, have your mortgage statement, notices, recent income information, monthly
expenses, hardship explanation, deadlines, and questions ready.

Ask your servicer: What is my loan status? Which options may be available? Can | apply for loss
mitigation? What documents and deadlines apply?

Ask a housing counselor: Can you help me review my budget, prepare for my servicer call, understand
relief options, and explore ways to ease pressure from other debts?

Key Takeaway

Do not wait for the problem to get worse. Open notices, ask questions, keep records, and reach out for
trusted help. Early action and an organized plan can help you make informed decisions about your
home and future.
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