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Disclaimer:

This information will allow Arizona residents experiencing mortgage 
difficulties to become better prepared when working with their 
lenders, servicers and HUD approved non-profit housing counseling 

iagencies.  

This presentation is not intended to provide you with legal advice.  
Please contact the State Bar of Arizona at 1 866 48 AZBAR to findPlease contact the State Bar of Arizona at 1-866-48-AZBAR to find 
an attorney who can provide you with legal counsel

For permission to reprint this document in part or in whole forFor permission to reprint this document in part or in whole for 
anything other than personal use:

Contact 
AZFPTF Education Committee Chair

Cheri Horbacz
Don’t Borrow Trouble® Pima County

520-792-3087
cheri@dbtaz.org
www.dbtaz.org



The Foreclosure Information 
Workbook

A tool designed to inform, educate and/or help deal with a 
potential foreclosure 

•Offers clear direction on what information you will need to know & gather
•Provides information to help in decision making
•It provides contact information for reputable HUD Approved HCA’sp p pp

Other tools include a 
• Sample letters
• Financial worksheetsFinancial worksheets
• State wide Community Resources

•Working with Parts of this tool todayg y

Download a Full Copy of This workbook at www.dbtaz.org



Lender/Servicer Defined

ServicerServicer



Arizona Delinquency Cycle

Current on 
Due Date

30 Days 60 Days 90+ Days Refer to 
Foreclosure

D
ay

s

Take Action Now!

Collections                             Loss Mitigation – Home Preservation – Work Out Plans

M ti bTake Action Now!
Call your Lender 

for assistance 
l !

More options may be 
available when you ask for 

assistance early!
early!

Page 8- workbook



Role of The HUD Approved, 
NonprofitNonprofit 

Housing Counseling Agency

Page 10- workbook



Role of The HUD Approved, Nonprofit pp , p
Housing Counseling Agency

• Are familiar with the various workout arrangements  

• Will help you assess your financial situation

• Help to establish a monthly budget plan 
• Discuss options available to you

• Help to determine course of action that make sense• Help to determine course of action that make sense
• Have dedicated phone numbers to Servicers/Lenders
• Help to negotiate with Servicers /Lenders



Role of The HUD Approved, Nonprofit pp , p
Housing Counseling Agency

•Have information on services, resources and programs available 
i l lin your local area

•The HUD Approved Non-profit Housing Counseling Agency 
Counselor will require very specific information from home owner

•The more information provided, the easier it will be to assess 
expectations and situation



Finding A Participating Counseling g p g g
Agency

•Workbook page 12



Understanding the Financial 
Situation

Preparing For The Servicer/ HCA Conversation 

Servicers Will Typically Require A 
Hardship Letter  

Please Turn to Page 13 in the Workbook



Preparing For Your Conversation
ith th S i d/ HUD A d N fit A H iwith the Servicer and/or HUD Approved Non-profit Agency Housing 

Counselor

A h d hi l tt i b i f d t th i t i f th•A hardship letter is a brief and to the point overview of the 
homeowner’s situation.  

•Think about Your Situation•Think about Your Situation
Be prepared to tell about your situation
Use the worksheet to summarize your circumstances.  

When did you miss your first payment (date)?  
Why did you miss this and any other payments? 

Page 13 - Workbook



Preparing For Your Conversation
ith th S i d/ HUD A d N fit A H iwith the Servicer and/or HUD Approved Non-profit Agency Housing 

Counselor

•How have you tried to fix your financial situation?
Do you expect your situation to change soon?Do you expect your situation to change soon?
Do you have any other resources to help you?

Please be as accurate and detailed as possible 

Once you complete the exercise, WB13 
page 14 gives outline of  what the paragraphs should contain
page 15 – is a Sample Hardship letter to help write apage 15 – is a Sample Hardship letter to help write a 
Personal Hardship Letter.  



Preparing For Your Conversation
H d hi L tt S lHardship Letter Sample

Page 15 -
Workbook



Options
There are a number of solutions for a distressed homeowner.  

Solutions are individualized and based on all of the following:

Reason for delinquency  
Ability and willingness to pay; payment history; current financial 
condition 
How delinquent you are
The investor or owner of your loan; servicer must follow  investor 
requirementsq
The number of mortgages on your home
Occupancy status of the home



IRS Debt Cancelation & The Mortgage 
Forgiveness Relief ActForgiveness Relief Act 

Forgiven or Cancelled Debt -- How does it work?
•Is It always Taxable?   Not Always; There are some exceptions

The Mortgage Forgiveness Debt Relief Act of 2007 

•Allows you to exclude certain cancelled debt on principal residence   
•Debt reduced through a mortgage restructuring may qualify for the relief of 
taxable income

• Loan Modification
• Deed in Lieu
• Short Sale

Turn to Workbook 
page 25

Short Sale 
• Foreclosure

•Please be sure to consult with a tax professional

For a list of exceptions visit http://www.irs.gov; 
This special relief applies to calendar years 2007 through 2012.



1099-C IRS Form

•check carefully…. Notify the lender immediately if any of the information shown is 
incorrect. (qualified written request)incorrect.   (qualified written request)
• Pay particular attention to the amount of debt forgiven (Box 2) and the value 
listed for their home ( Box 7).



Foreclosure Scams

How They Work
h h OWhat to Watch Out For

Common Types
Where to File a Complaint

Where to Report Fraud

17



How Foreclosure Scams Work
Scams target people of all backgrounds, ages and income 

levels
Scams succeed because of two thingsScams succeed because of two things

looks like the real thing
It appears to meet your need or desire
You need to ask questions and think carefully 

Secondly, 
scammers manipulate you by ‘pushing your buttons’ toscammers manipulate you by pushing your buttons  to 

produce the automatic response they want

Variety of “rescue” scam but you should be
18

Variety of rescue  scam, but you should be 
aware of the common elements and red flags



Red Flags Elements
Guarantees to stop the foreclosure process – no 
matter what your circumstances
Off t k l ff d bl d h lOffers to make your loan more affordable and help 
you avoid foreclosure
Instructs you not to contact your lender, lawyer, orInstructs you not to contact your lender, lawyer, or 
credit or housing counselor
Collects a fee before providing you with any services
Accepts payment only by cashier’s check or wire 
transfer

19

Turn to Workbook 
page 15



Red Flags Elements
Encourages you to lease your home ; can buy it back over time
Tells you to make your mortgage payments directly to it, rather 
than your lenderthan your lender
Tells you to transfer your property deed or title to them
Offers to buy your house for cash at a fixed price that is not set 
by the housing market at the time of saleby the housing market at the time of sale
Offers to fill out paperwork for you
Pressures you to sign paperwork you haven’t had a chance to 
read thoroughly or that you don’t understandread thoroughly or that you don’t understand

Turn to Workbook 

20
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Common Foreclosure Scams
Phony Counseling or Phantom Help –

The “rescuer” tells the borrowerThe rescuer  tells the borrower
can negotiate a deal with the servicer to save the 
house 
if the borrower pays a fee first.

Once the fee is paid
rescuer takes off with the money and provides no 
assistance.

21

Turn to Workbook 
page 30



Common Foreclosure Scams

Lease or Buy-Back – We'll buy the property, lease it to you, 
you have the option to buy it back

Sign over the deed
Told will be able to remain in the house as a renter 
and eventually buy it back
Usually, terms are so demanding; buy-back becomes 
impossibleimpossible
Homeowner gets evicted and the “rescuer” walks off 
with most or all of the equity

22



Common Foreclosure Scams
Bait and Switch –

Homeowners believe signing documents for a new 
loan to make the mortgage currentloan to make the mortgage current
However  sign away your home and are left 
holding the mortgage g g g

Refinance Fraud –
‘We'll get you a new loan and solve all these difficulties’

offering to refinance loan; afford the payments
consider total loan amounts also, not just the 
monthly payments

23

monthly payments
May trick you into signing over the ownership



Common Foreclosure Scams
Bankruptcy Foreclosure -- Bankruptcy does NOT STOP 

foreclosure; puts a hold on foreclosure which can allow 
you time to reorganize your financesyou time to reorganize your finances 
Every area has reputable attorneys who handle 
bankruptciesp
Spend the time to find one and spend the time to know 
what you have to do and when.
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How Do You Tell Difference?
There are many honest, qualified and caring professionals 
who are trying to help the millions of American homeowners 
who are struggling with their mortgages and at risk of losingwho are struggling with their mortgages and at risk of losing 
their homes. 

They are easy to find
•Department of Housing and Urban Development (HUD)

www.hug.govg g

•Page 12 – Finding a Participating Counseling Agency 



No Legitimate Housing 
Counselor will:

• Guarantee to stop a foreclosure 
• Tell you not to contact your lender or lawyer

C ll t f b f idi ith i• Collect a fee before providing you with services 
• Ask for payment only by cashier’s check or wire transfer 
• Encourage you to lease your home and buy it back over 
time 
• Collect mortgage payments from you directly 
• Tell you to transfer your property deed or title 
• Offer to buy your house for cash 
• Offer to fill out paperwork without explaining it in detail
• Pressure you to sign paperwork you haven’t had a chance 
to read thoroughly or that you don’t understand. 

page29



Report Fraud page31

•Put the scammer out of business
•File a complaint with one of these agencies: 

•Federal Trade Commission
1-877-FTC-HELP 

ftc gowww.ftc.gov
• Arizona Attorney Generals Office

602-542-4266
www.azag.gov

•Better Business Bureau
1-877-291-62221 877 291 6222
www.bbb.org



Questions ?????

Contact Information: 

Cheri Horbacz
520-792-3087

www.DBTAZ.orgg
cheri@dbtaz.org


