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Loan modification scams
and how to avoid them

So you've
made the decision
to try to mod-
ify your mortgage
payments. Now
what? Should
you call an attor-
ney? A real estate
broker? A mort-
gage broker? A
“certified” loan
modification spe-
cialist? Or maybe
call the lender directly?

There are many variables so there’s no
easy answer but I would say to at least try
to call the lender yourself. If you're going
to Do-It-Yourself, here are some steps to
get you started:

» 1 Ask for the loan modification depart-
ment. They may have other names for
this department like loss mitigation, loan
workout, client retention, etc. Just tell the
customer service department that you
want to apply for aloan modification.

» 2 Request for aloan modification
package. Most lenders will have a set of
forms for you to fill out including a hard-
ship letter and will also request to have
your last 2 years of financial information.
This would include paystubs, W2, tax
returns, bank statements of all accounts,
and any other financial information that
would document income and assets.

» 3 After returning the full loan mod-
ification package with all supporting
documents back to lender, follow up with
them to make sure they have received
your information. They are notorious for
losing stuff. Then just follow their direc-
tion and instructions.

» 4 Don't be surprised if each time you
callin, you get a different response. Allow
at least a few months for them to assess
your file. Many lenders don't have a pro-
gram in place yet so they may give you a
temporary modification program for 3-6
months so they can work on the perma-
nent program.

» 5 Ifyou get turned down, you can
always try to re-submit for reconsider-
ation.

For more information on loan mod-
ification assistance, you can visit:
stbayareashortsale.com for their Do-It-
Yourself Loan Modification Guide.

If you are going to seek help from a
loan modification company, there are a
few important things to know. The state
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of California requires that a loan mod-
ification company is either an attorney
or alicensed real estate broker under the
California Department of Real Estate
(DRE).

When using an attorney, make sure
that the attorney can demonstrate their
experience in handling this process and
that they are going to be actively work-
ing on your file. The state bar association
has started to crack down on attorneys
that are“renting” their name to unli-
censed companies to do the work while
the named attorney continues their other
practice. The state bar association frowns
on this type of relationship and is warn-
ing their members against it.

If you're considering a licensed real
estate broker for loan modification assis-
tance, then there are 2 sites you may visit
that may help screen out some potentially
bad companies and increase your chances
of finding a good one that can really help.

The first site is where DRE has pub-
lished a list of companies that they have
issued Desist and Refrain orders: www.
dre.ca.gov/cons_drs.asp. These per-
sons and entities have been served with a
Desist and Refrain Order and/or Accu-
sation by the Department of Real Estate
resulting from a loan modification and/
or foreclosure rescue transaction. These
companies are not allowed to engage in
loan modification services.

‘The other site www.dre.ca.gov/cons_
adv_fees_list.asp has alist of individuals
and/or companies that have submitted
Advance Fee Agreements for Loan Mod-
ification and/or similar services to the
Department of Real Estate for review
and have received no objection” letters
regarding their use.

DRE has not endorsed these com-
panies so the consumer should still
research these companies thoroughly
before retaining their services. However,
if a real estate company is not on this list,
they cannot accept any form of payment
from a consumer until a loan modifica-
tion is successfully completed or“services
are rendered.” Justifying the entire or par-
tial fee by calling it a processing fee, or

the like, is prohibited.

For more tips and help on Short Sales,
please visit sfbayareashortsale.com. Home
Buyers Alliance offer consultations,
document packaging, and lender
negotiation services.
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Short sales, they're
complex, they take time

So whatis a
short sale?
Itis a sales
transaction that
does not l'lélVe
enough funds
to cover all the
costs, loans, and
all other items
like liens, delin-
quent property
taxes or IRS pay-
ments just to name a few that will be due
to complete the transaction.
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What do you as a seller need to
know if you are considering a
short sale ?

» 1 Be patient, short sales take time. You
need to start by getting to the lender via
the Department of Loss Mitigation and
getting all the paperwork filled out and
sent back to the lender including finan-
cial statements, income and expense
reports, pay stubs, tax returns, submis-
sion of a payment modification plan, a
hardship letter etc.

» 2 ‘There will certainly be a hit to your
credit report so expect up to a 100 point
decline in your FICO score

» 3 You will need the advice of a CPA
as there could be tax consequences to a
short sale. The Federal government did
pass alaw in 2007 that helped to relieve
from income taxes any forgiveness of
debt by your lender on your short sale —
the law forgives up to 1 million dollars if
you are single and up to two million dol-
lars if you are married but all the forgiven
money has to have been used as purchase
money for the property or for renova-

tion of the property. If any of the money
on the loan was used for other purposes
(to pay off debt, purchase a car, take cash
out) that amount will be still be consid-
ered income to you and taxable. Also, in
California there is no law to forgive the
tax due on the forgiveness of the debt

so there will be a state tax due. Thus,

get that CPA advice so you won't have a
problem with the IRS later on.

» 4 You have keep making the mort-
gage payments or the lender will put you
into default.

» 5 Some lenders will forgive the debt
but not approve the sale unless you sign
anote for the amount they have forgiven
which means that you agree to pay back
what they are forgiving.

» 6 'The lender will want to know if you
can raise the funds yourself—they will
want to know if you can borrow from a
401K, what about a loan from family, can
you sell other assets etc... so expect these
questions.

» T Your property will need to be listed
on the multiple listing service as “sub-
ject to the approval of the lender” so that
buyers will know it is a short sale.

» 8 You will need to notify any other
parties that have a lien or encum-

brance against your property to get their
approval to participate in the sale and
they need to put in writing their will-
ingness to cooperate with the sale even
though they may not receive any pay-
ments for the amounts they are due.

» 9 In addition to all the paperwork you
will need to provide to the lender a“hard-
ship letter” explaining why they should
approval a short sale — for example job
loss, a death etc. works but not having a

valid reason means the sale will proba-
bly be denied.
» 10 If the lender approves the sale
remember that they will not pay for
any liens from the IRS, HOA dues in
arrears, property taxes due, PMI insur-
ance due etc... so you need to work with
these entities to work out how to settle
their claims.
» 11 Make sure that you get a letter
from the lender made out to your title
escrow company stating exactly what
they will pay for and to what amounts,
what they will not pay for, what com-
mission will be paid to the agents
representing you and the buyer and lastly,
make sure that the letter has an expira-
tion date and the signature of the person
authorized to approve the sale.
» 12 Your real estate agent if you give
them written permission can help you
through the process but you need to be
involved so that you have a good under-
standing of the process, meet all the
timelines, and provide the correct infor-
mation

Assume short sales could take several
months. Remember they are complex
with many entities involved. The lender
may deny the sale and still default and
foreclosure on your property so get
everything lined up and in order—con-
tact the department of loss mitigation,
get the paperwork, fill it out, make sure
the lender gets it back, get advice from
a CPA and meet the timelines. It just
makes good sense to do it right as it
improves your chance of success.

If you are behind on your mortgage or have difficulty making
your moritgage payments, you need to find out now what
options are available to you other than foreclosure.

Deed-in-lieu of Foreclosure

Short Sale
Bankruptey

Refinance up to 125% of your home value
Loan Modification under special government programs

Negotiate a forbearance agreement
Discounted Note Purchase and Rent Back

Call today to schedule a free 30 minute consultation.

(650) 697-1200
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EL GRANADA -PRICED TO SELL!

Call Jim Irizarry at (650)704-1117

tomsudano.com.

BUSINESS IS GREAT AT TERRACE ASSOCIATES

ERRACE ASSOCIATES

OPEN HOUSE SUNDAY 8/23/09, 1PM TO 4PM

336 ORCHARD AVENUE, REDWOOD CITY, CA -

LARGE PRIDE OF OWNERSHIP 2/3 BEDROOM HOME WITH 1.5 BATHS
Plus complete] BR/IBA legal in-law unit above garage w/separate entrance! Bonus family room downstairs. Large dining area. Separate den or office
room. Large 9,000 sq.ft. lot w/3 car garage. Inside laundry room w/2nd toilet. Beautiful patio & deck area w/fern garden & waterfall. Large separate
workshop building. Pristine condition! Call Tom Sudano (650)670-2593

820-822 CLINTON STREET, REDWOOD CITY, CA - 100% REMODLED DUPLEX
New Everything Top to Bottom! Move In, Turn Key Condition. Must see to appreciate. Both Units are 2Br/1Ba/l car private garage. Very large lot
w/ huge back yards. Call Pam Tyson (650)274-1500
1430 GORDON STREET, UNIT “P”, REDWOOD CITY, CA - WELL MAINTAINED TOWNHOUSE!
Complex consisting of 17 units. Large Pool Area. Strong Association. Large 3 Bedroom Townhouse of over 1,600 sq.ft. Each bedroom has a balcony.
Private patio area. Call Rich Thomas (650)369-7331 Ext. 32
160 OXFORD STREET, SAN FRANCISCO, CA - CHARMING SAN FRANCISCO PORTOLA DISTRICT HOME
Light, bright & lovely 2Br/IBA home with a formal dining room, living room plus eat-in kitchen & 2 car tandem garage. Hardwood floors,
skylights and crown molding throughout. Close to public transportation and Cornerstone Academy. Contact Denette Bartoli 650-787-9885 or

denettebartoli@yahoo.com
OPEN HOUSE SUNDAY 8/23/09, 2:30PM TO 4:30PM

68 FAY AVENUE, SAN CARLOS, CA - GREAT DEVONSHIRE CANYON HOME
Like New. 2Br/2Ba. New Kitchen Cabinets w/Granite Slab Counter Tops. Both Bathrooms are Very Nice one with Steamer Shower & one with Stall
Shower and Jacuzzi Tub. Just grab your tooth brush & move in. Call Tim McKeegan 650.740.1110 or visit website www.timmckeegan.com

BY APPOINTMENT ONLY

This 3Br/2Ba/2 car garage Home is priced below market. Completely remodeled kitchen with granite counters, tile floors, new stainless appliances,
oak cabinets. Light-filled, lots of windows. Extra RV parking & storage.Fireplaces. Close to beach, ocean, trails. Excellent investment opportunity!

REDWOOD CITY - EMERALD HILLS LOT WITH APPROVED ARCHITECTURAL PLANS!
Lot is situated on a cul-de-sac, among many trees & sloped down from the street. Don’t miss this wonderful opportunity to build & live in Emerald
Hills! Call Denette Bartoli at (650)787-9885.

BELMONT - FANTASTIC LOCATION IN WEST BELMONT FOOTHILLS
Great value in this 3 unit investment property w/bay view & within walking distance to the beautiful little town of Belmont. Each unit has its own
private garage. The triplex consists of two 2Br/1Ba units, & one 1Br/1Ba unit. All this for only. Call Tom Sudano at (650)670-2593 or visit www.

HALF MOON BAY- TWO EXCELLENT VALUE & INVESTMENT OPPORTUNITIES
Two new homes- one has 3Br/2Ba/2 Car garage, the other 2B1/2Ba/2 Car Garage (sold separately). Both have built in kitchen appliances w/granite
counter tops. Gas fireplaces & hardwood floors. Fully landscaped & fenced. Close to downtown, shops, transportation, beach & trails. Possible
seller financing to qualified buyers. Call Jim Irizarry at (650)704-1117
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