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HOMEOWNERS’ GUIDE
DEALING WITH 
DEFAULT

DID YOU KNOW?
Homeowners who received a loan 
modification reduced their annual 
payment by an average of $4,980.
- NeighborWorks® America National Foreclosure Mitigation 
Counseling Program Evaluation Final Report 

HUD-APPROVED 
HOUSING 
COUNSELING IS 
YOUR TRUSTED 
RESOURCE. 
Empowering consumers to make 
informed housing decisions. HUD-
approved housing counseling helps 
more than a million households 
every year.

The approval of a housing counseling agency does not create or 
imply a warranty or endorsement by HUD of the approved agency 
or its employees to a prospective client or to any other organization 
or individual. Approval means only that the agency has met the 
qualifications and conditions prescribed by HUD.

hud.gov/housingcounseling

1-800-569-4287

http://hud.gov/housingcounseling


IT’S NOT
TOO LATE

ASK YOUR HOUSING 		
COUNSELOR ABOUT

hh The length of time before your lender starts the 
foreclosure process

hh Your options based on where you are in the process

hh State, local and federal programs available to you

hh Regaining good standing on your loan

You’ve missed a payment and your lender 
wants to hear from you. Maybe you’ve 
received a call or letter. Don’t panic. You 
don’t have to “hide.” If you are in default or 
at risk of default, there are ways to get back 
on track and avoid foreclosure. Talk with your 
housing counselor about the options and 
alternatives that may be available to you. 

BUT... THE 
CLOCK IS
TICKING

CONSIDER THIS
hh Your lender may have options

hh Open and respond to letters from your lender

hh If you’re worried about falling behind on payments, 
get help creating a workable budget

hh Housing counselors are your FREE resource for 
knowledgeable, impartial advice

Most notices don’t result in foreclosure. 
It’s a process, and you may have time to 
assess your options. Are you having trouble 
understanding the language on a letter from 
your lender? Knowledge and timely response 
are crucial in dealing with default. Now is the 
time to contact a housing counselor. 

HOW WE
CAN HELP

LET’S TALK ABOUT
hh Alternatives to foreclosure

hh The consequences of foreclosure

hh The default/foreclosure process timeline

hh The financial information you’ll need when 
contacting your lender

If you’re facing default on your home 
mortgage, you have a place to turn for 
answers to your questions and concerns. 
Your housing counselor will review your 
mortgage documents with you, explain the 
default/foreclosure process, and even help 
you talk to your lender. You’ll know the steps 
you need to take – now, and in planning for 
the future. 

HOUSING 
COUNSELORS 
COAST TO COAST

Thousands of 

HUD-approved 		
agencies nationwide! 

The road to home is a journey, but you don’t 
have to walk alone. To find your nearest 
HUD-approved housing counseling agency, 
visit hud.gov/housingcounseling or call 
1-800-569-4287. We’re here to help get 

you home!

http://hud.gov/housingcounseling
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Loss Mitigation Options Matrix (Page 1 of 5)  
Revised 02/2017) 

Retention Options  Subset Description Best Use 

Repayment Plan 

A written agreement 

between the borrower and 

the servicer where the 

borrower agrees to cure the 

delinquency by adding an 

additional amount to their 

monthly mortgage payment 

until the loan becomes 

current. 

Available for all loans. A written agreement between the borrower 

and the servicer where the borrower agrees to 

cure the delinquency by adding an additional 

amount to their monthly mortgage payment 

until the loan becomes current.   

 Good option when the homeowner 

has found themselves in the midst 

of a financial crisis that has been 

resolved.  

 The borrower will have to 

demonstrate the ability to make 

the higher payments during the 

agreement period. 

Forbearance Plan 

An agreement to suspend or 

reduce normal monthly 

payments for a fixed period 

of time. At the end of the 

forbearance period, the 

borrower must cure the 

delinquency through a lump 

sum payment, repayment 

plan or modification. 

Standard Forbearance 

Available for all loans, 

unless investor 

guidelines prohibit. 

An agreement to suspend or reduce normal 

monthly payments for a fixed period of time. 

At the end of the forbearance period, the 

borrower must cure the delinquency through 

a lump sum payment or a long-term 

repayment plan.  Generally, a forbearance is 

limited by a requirement that the forbearance 

balance be no greater than 12 months of 

payments. 

 The cause of the default is specific 

and temporary 
 

 There is reasonable evidence that 

the borrower will be able to 

resume making payments by a 

certain date, and will have excess 

income to support a repayment 

plan. When unemployment is the 

cause of the default, reasonable 

evidence may be a good 

employment history, marketable 

job skills and a stable job market.  



Loss Mitigation Options Matrix (Page 2 of 5)  
Revised 02/2017) 

Retention Options Subset Description Best Use 

Forbearance Plan Unemployment 

Forbearance 

Not available if 

investor guidelines 

prohibit. 

 

One year forbearance for all borrowers who 

are eligible for MHA (including Fannie Mae 

and Freddie Mac) and for FHA, VA, and RD 

borrowers.  May require up to 31% of the 

homeowner’s gross income be used for 

payments.  Can be renewed. 

When the homeowner is 

unemployed and unable to make a 

full payment. 

Modification* 

A written agreement that 

permanently changes one 

or more of the original 

terms of the loan, such as a 

rate, payment amount, 

maturity date, or the 

amount of the unpaid 

principal balance 

Reinstatement 

Modification 

Modification that capitalizes the delinquency 

to bring the loan current.  Available for 

conventional loans (including Fannie Mae and 

Freddie Mac), FHA, VA and RD loans as well as 

portfolio loans. 

When a homeowner is delinquent 

but able to make the payment or 

even slightly higher payment but is 

unable to establish a reasonable 

repayment plan or cure the 

delinquency on their own. 

Reinstatement and 

Payment Reduction 

Modification 

Modification that capitalizes the delinquency 

and may extend the term to reduce the 

payments.  Available for conventional loans 

(including Fannie Mae and Freddie Mac), FHA, 

VA and RD loans as well as portfolio loans. 

A modification for the homeowner 

who needs assistance curing the loan 

and may need a term extension or 

principal reduction to make the 

payments more affordable. 

  



Loss Mitigation Options Matrix (Page 3 of 5)  
Revised 02/2017) 

Retention Options Subset Description Best Use 

Claim Advances 

Mortgage insurance 

company, RD or FHA 

advances claim funds to 

cure the delinquency.  

Homeowner signs a 

secured junior mortgage 

for the amount of the 

advance.   

Private Mortgage 

Insurance Claim 

Advance 

Mortgage insurance company advances claim funds to 

cure the delinquency.  Homeowner signs a secured 

junior mortgage for the amount of the advance.  There 

is typically no or a low interest rate and monthly 

payments. 

When a hardship has been resolved 

for a homeowner with an insured 

conventional loan and the 

homeowner is unable to afford a 

repayment plan or modification but 

can afford the monthly payments if 

the delinquency is cured. 

FHA Partial Claim 

or RD Recovery 

Claim 

FHA or RD advances claim funds to cure delinquency 

of an FHA or an RD loan.  Homeowner signs a secured 

junior mortgage for the amount of the advance.  Loan 

is 0% with no monthly payments.  

For any delinquent FHA or RD 

borrowers who were ineligible for a 

modification. 

Reverse Mortgage 

A loan against the equity 

in a property for seniors 

None 

 

A loan that uses the equity in the home to provide 

income to the homeowner, either in a lump sum or in 

monthly payments. 

Homeowners 62 and older who have 

substantial equity in their home. 

Refinance 

A new loan that achieves 

a lower payment. 

Standard 

Refinance 

Homeowner refinances at market rate.   For homeowner with strong credit 

scores and significant equity. 

FHA Streamline A refinance product for FHA borrowers  For FHA borrowers who want to 

refinance their loan.  Can’t be 

delinquent.  No closing costs. 

  



Loss Mitigation Options Matrix (Page 4 of 5)  
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Transition Options Subset Description Best Use 

Full Sale 

A sale of the property  

None A sale of the property where the homeowner has 

enough equity to pay off all liens in full. 

For homeowners who can no longer 

afford their mortgage payments and 

have equity in their home 

Short Sale 

 

A  sale of the property 

where the homeowner 

doesn’t have enough 

equity to pay off all the 

liens on the property and 

the lender(s) has agreed 

to accept the net 

proceeds of the sale to 

satisfy the lien. 

Standard 

(Including Fannie 

Mae and Freddie 

Mac) 

A  sale of the property where the homeowner doesn’t 

have enough equity to pay off all the liens on the 

property and the lender(s) has agreed to accept the 

net proceeds of the sale to satisfy the lien.  The 

homeowner may face a deficiency judgment or be 

required to repay the deficiency to the lender. 

For homeowners with a conventional 

loan that can no longer afford their 

mortgage payments but don’t have 

enough equity in their home to sell it 

and pay off all the lien holders. 

FHA. VA, RD A sale of the property for homeowners eligible for 

FHA, VA or RD where the lender agrees to take less 

than a full pay off to satisfy the lien.  No deficiency 

judgment or repayment of the deficiency is allowed. 

 

For FHA, VA, or RD homeowners who 

can no longer afford their mortgage 

payments but don’t have enough 

equity in their home to sell it and pay 

off all the lien holders. 

  



Loss Mitigation Options Matrix (Page 5 of 5)  
Revised 02/2017) 

Transition Options Subset Description Best Use 

Deed in Lieu 

The homeowner 

transfers title of the 

home to the lender. 

Standard The homeowner transfers title of the home to the 

lender in lieu of a foreclosure sale.  Typically requires 

the homeowner to attempt a sale of the property first. 

When the homeowner is unable to 

sell the home, even at a short sale, 

and the lender wants to avoid a 

costly foreclosure and redemption 

period. 

Also used when the home is in a high 

crime area or a quickly depreciating 

market. 

FHA, VA, RD Same as a standard DIL, but homeowner must have an 

FHA, VA or RD loan 

For FHA, VA, RD homeowners who 

have tried to sell their home as a 

short sale and were unable to find a 

buyer for the property. 

Foreclosure 

Lender takes title to the 

property due to non-

payment of mortgage 

None The lender sells the property to recover its loan 

balance when the homeowner is no longer able to 

make the payments 

For those homeowners who can no 

longer afford their mortgage 

payments and no other option was 

available or successful. 

 

*This matrix does not include the Fannie Mae Flex Modification Program or the Freddie Mac Flex Modification program.  Servicers have between 

April and Oct 31, 2017 to implement the Flex programs.  Therefore, they will be available with some servicers sooner than others.  All servicers 

must have the Flex programs implemented by October 31, 2017. 



Hardship Statement Sample 

 

Date 

Servicer Name 

Address 

RE:  Loan Number  ___________________ 

Borrower(s) Name(s) 

Address 

 

Dear ______________________, 

I am submitting a loss mitigation package because I am: 

❑ Interested in keeping my home ❑ Interested in pursuing a short sale 

My hardship was caused by: 

❑ Unemployment 

❑ Underemployment 

❑ Medical  

❑ Divorce 

❑ Death 

❑ Disability 

❑ Other__________________________________ 

Hardship Status: 

❑ My hardship has been resolved. ❑ My hardship has not been resolved. 

❑ I have worked with a counseling agency to address any budgetary issues. 

Example of explanation 

 "In June of 2011, I lost my job. Over the months of July, August and September I struggled to make my monthly 

payment, but still succeeded. In October I no longer had any savings and even with cutting my spending, I was 

unable to make my mortgage payment.  I have finally found new employment with a salary nearly comparable 

to my former income.  I am certain I can return to making the payments but need assistance with my past due 

amount. 

My contact information is found below. 

Thank you for your consideration. 

Sincerely,



 
 

Credit Bureau Contact Information 
 

 
There are three main credit bureaus that collect and store information relating to consumer 
borrowing. This information can be requested by other potential creditors in order to make credit 
decisions based upon the information found. The three bureaus are: 
 
Experian 
1-800-831-5614 
www.experian.com 
P.O. Box 2002 
Allen, TX 75013 
 
TransUnion 
1-800-888-4213 
Consumer Disclosure Center 
www.transunion.com 
P.O. Box 1000 
Chester, PA 19022 
 
Equifax 
 
1-800-685-1111 
ww.equifax.com 
P.O. Box 740241 
Atlanta, GA 30374 



Crisis Budget  
 

INCOME SOURCES AMOUNT 

Net Income:  Source 1  

Net Income:  Source 2  

Net Income:  Other Sources  

TOTAL NET INCOME  

   

TOP PRIORITY EXPENSES CURRENT AMOUNT ADJUSTED AMOUNT 

1. Mortgage Payment(s)   

2. Housing Related Costs (Taxes, 
Insurance) 

  

3. Groceries   

4. Essential Utilities   

5. Essential Health Care Costs   

6. Car Payment and Insurance   

7. Child Support   

8. Income Tax Debt   

TOP PRIORITY SUB-TOTAL   

HIGH PRIORITY EXPENSES CURRENT AMOUNT ADJUSTED AMOUNT 

9. Student Loans   

10. Court Judgments   

HIGH  PRIORITY SUB-TOTAL   

LOWER PRIORITY EXPENSES CURRENT AMOUNT ADJUSTED AMOUNT 

11. Credit Cards   



12. Loans for Household Goods   

13. Payday Loans, Rent to Own Contracts   

LOWER  PRIORITY SUB-TOTAL   

 

 



Fair Housing
Home / Fair Housing / Laws

Laws

Model Rules of Procedure

Fair Housing Act
Title VIII of the Civil Rights Act of 1968 (Fair Housing Act), as amended, prohibits
discrimination in the sale, rental, and financing of dwellings, and in other housing-related
transactions, based on race, color, national origin, religion, sex, familial status (including children
under the age of 18 living with parents of legal custodians, pregnant women, and people
securing custody of children under the age of 18), and handicap (disability).

Arkansas Fair Housing Act
The Arkansas Fair Housing Act is substantially equivalent to the Federal Fair Housing Act and
also prohibits discrimination in the sale, rental, and financing of dwellings, and in other housing-
related transactions, based on race, color, national origin, religion, sex, familial status (including
children under the age of 18 living with parents of legal custodians, pregnant women, and
people securing custody of children under the age of 18), and handicap (disability).

Arkansas Civil Rights Act of 1993
Arkansas Civil Rights Act of 1993is the state mechanism that provides an individual a means
to redress the deprivation of any rights, privileges, or immunities secured by the Arkansas
Constitution.  It prohibits discrimination based on race, religion, national origin, gender and
disability.

Title VI of the Civil Rights Act of 1964
Title VI prohibits discrimination on the basis of race, color, or national origin in programs and
activities receiving federal financial assistance.

https://ig.arkansas.gov/
https://ig.arkansas.gov/fair-housing/
https://www.hud.gov/sites/dfiles/FHEO/documents/fairhousingact.pdf
http://www.encyclopediaofarkansas.net/encyclopedia/entry-detail.aspx?entryID=8193
http://www.encyclopediaofarkansas.net/encyclopedia/entry-detail.aspx?entryID=7312
https://www.justice.gov/crt/fcs/TitleVI-Overview


Section 504 of the Rehabilitation Act of 1973
Section 504 prohibits discrimination based on disability in any program or activity receiving
federal financial assistance.

Section 109 of Title I of the Housing and Community
Development Act 1974
Section 109 prohibits discrimination on the basis of race, color, national origin, sex or religion in
programs and activities receiving financial assistance from HUD’s Community Development and
Block Grant Program.

Title II of the Americans with Disabilities Act of 1990
Title II prohibits discrimination based on disability in programs, services, and activities provided
or made available by public entities. HUD enforces Title II when it relates to state and local
public housing, housing assistance and housing referrals.

Architectural Barriers Act of 1968
The Architectural Barriers Act requires that buildings and facilities designed, constructed,
altered, or leased with certain federal funds after September 1969 must be accessible too and
useable by handicapped persons.

Age Discrimination Act of 1975
The Age Discrimination Act prohibits discrimination on the basis of age in programs or
activities receiving federal financial assistance.

Title IX of the Education Amendments Act of 1972
Title IX prohibits discrimination on the basis of sex in education programs or activities that
receive federal financial assistance.

https://www2.ed.gov/about/offices/list/ocr/504faq.html?exp
https://www.hud.gov/sites/documents/12-22HSGN.PDF
https://www.ada.gov/ada_title_II.htm
https://www.access-board.gov/the-board/laws/architectural-barriers-act-aba
https://www.dol.gov/general/topic/discrimination/agedisc
https://www.hud.gov/program_offices/fair_housing_equal_opp/fair_housing_and_related_law


Fair Housing-Related Presidential Executive
Orders

Executive Order 11063
Executive Order 11063 prohibits discrimination in the sale, leasing, rental, or other disposition
of properties and facilities owned or operated by the federal government or provided with federal
funds.

Executive Order 11246
Executive Order 11246, as amended, bars discrimination in federal employment because of
race, color, religion, sex, or national origin.

Executive Order 12892
Executive Order 12892, as amended, requires federal agencies to affirmatively further fair
housing in their programs and activities, and provides that the Secretary of HUD will be
responsible for coordinating the effort. The Order also establishes the President’s Fair Housing
Council, which will be chaired by the Secretary of HUD.

Executive Order 12898
Executive Order 12898 requires that each federal agency conduct its program, policies, and
activities that substantially affect human health or the environment in a manner that does not
exclude persons based on race, color, or national origin.

Executive Order 13166
Executive Order 13166 eliminates, to the extent possible, limited English proficiency as a
barrier to full and meaningful participation by beneficiaries in all federally-assisted and federally
conducted programs and activities.

https://www.archives.gov/federal-register/codification/executive-order/11063.html
https://www.dol.gov/ofccp/regs/compliance/ca_11246.htm
https://www.hud.gov/program_offices/fair_housing_equal_opp/fair_housing_and_related_law
https://www.archives.gov/files/federal-register/executive-orders/pdf/12898.pdf
https://www.lep.gov/13166/eo13166.html


Executive Order 13217
Executive Order 13217 requires federal agencies to evaluate their policies and programs to
determine if any can be revised or modified to improve the availability of community-based living
arrangements for persons with disabilities.

Contact Us

Fair Housing Commission
Address: 900 West Capitol Avenue, Suite 310
Little Rock, AR 72201

Phone: 501-682-3247
Toll Free Number: 1-800-340-9108

https://www.hud.gov/program_offices/fair_housing_equal_opp/fair_housing_and_related_law


FORECLOSURE
Consumer Protection Home

Struggling making mortgage payments?
Immediately contact your mortgage servicer and request information about in-house or
government loan modification services that may be available. Beware of third-party
scammers offering relief if you pay a fee upfront.
Continue to work closely with your lender and promptly provide required materials and
information. This information is usually time-sensitive and critical to initiate mortgage relief
options.
Should your lender offer you help that alters the terms of your mortgage or changes your
payment amount, always get the offer in writing.
Do not take up offers from people who try to convince you that they can “save” your home if
you sign or transfer the deed to your home over to them.
Ask for assistance from a counselor certified by the U.S. Department of Housing and Urban
Development (HUD). Help is free. Visit MakingHomeAffordable.gov or call the Department’s
Homeowner’s HOPE hotline at (888) 995-HOPE (4673).

Receive default notice or are you in foreclosure?
Be aware that the foreclosure process often moves quickly. If you feel that errors have been
made by your lender or servicer, the most direct and effective course of action is always to
contact a private attorney to assist in disputing the foreclosure.
Contact your lender or servicer immediately upon notice of default to explore what in-house
options for a loan modification may be available to you.
Revisit the terms of your mortgage note. In most cases, the mortgage note will clearly lay out
how the bank, lender, or servicer will execute the default phase into the foreclosure phase.
Review your income and budget so you can have information on hand to make the
modification process more efficient with your lender.
Do not ignore letters from your lender or servicer. Arkansas Act 885 of 2011 directs mortgage
servicers to provide the names and contact information for any loss mitigation or loan
modification services that may be available to you prior to the foreclosure.
Stay in your home for now. It is possible that you will not qualify for assistance if the property
has been vacated or deemed abandoned.
Contact a HUD-approved housing counselor for options such as Making Home Affordable or
other programs that may apply to your situation. Contact HUD at (800) 569-4287
or HUD.gov. If your loan is backed by Fannie Mae or Freddie Mac, it is appropriate to contact
them if your servicer is unresponsive to your needs.
Mortgage relief or home retention services should be engaged only with non-profit
counselors or with government agencies that deal directly with your lender, bank, or servicer.
These services should always be performed at no charge to you.

Scammers frequently target distressed homeowners and charge fees. Read more on foreclosure
rescue and loan modification scams.

https://arkansasag.gov/consumer-protection/
https://arkansasag.gov/consumer-protection/home/
https://www.makinghomeaffordable.gov/pages/default.aspx
http://portal.hud.gov/hudportal/HUD
https://arkansasag.gov/consumer-protection/home/foreclosure/foreclosure-rescue-and-loan-modification-scams/


HOME SOLICITATIONS
Consumer Protection Home

Sometimes, it is not opportunity knocking when it comes to home solicitation sales. Arkansas
consumers often feel like they are pressured into making a decision when approached by a door-
to-door salesperson. Because of this, consumers have the option to cancel any home-solicitation
sale made within three days of purchase of the item or service. The Arkansas Home Solicitation
Sales Act provides consumers with three days to cancel a sale made in the home or a location that
is not the seller’s permanent place of business. Under the Act, consumers have until midnight of
the third business day after the sale to cancel purchases of $25 or more and demand a full refund.
Consumers may cancel for any reason, or no reason at all.

Under the Act, the salesperson must verbally inform consumers of their cancellation rights at the
time of the sale, and provide two copies of a cancellation form as well as a copy of the contract or
receipt.

Helpful Tips:
Be wary of salespeople who start their sales pitch by saying that they are “just taking a
survey” or “trying to get rid of extra inventory.”
Never let a salesperson into your home unless you have seen proper identification and have
determined exactly what he or she wants.
Take a couple of days to consider the offer presented, no matter how attractive the deal
appears to be.
Shop around. If the salesperson says the deal is for “today only,” then it is probably not the
deal for you.
In order to protect your right to reconsider and exercise your right to cancel, never let the
salesperson install any product on your property until after you have had a chance to think
the deal over. But even if you do, you can still cancel for any reason within three days and
receive a full refund.
If the salesperson says your home has been specially selected, that is probably not true.
Nothing is “free.” If the salesperson says equipment or installation is “free,” the truth is that
you will have to pay for it in some other charge.
The Home Solicitation Sales Act does not apply to repairs of personal property, such as
appliances, when the consumer requests a home visit.

https://arkansasag.gov/consumer-protection/
https://arkansasag.gov/consumer-protection/home/


 

 
Avoiding Identity Theft…Don’t Be A Victim! 

 

 Limit the personal information you carry in your wallet or purse. Only carry what you need on 
a daily basis. Secure your wallet or purse to avoid theft, even in familiar settings like home 
and office. 
 

 Keep a complete list of your credit cards in case your wallet or purse is lost or stolen. Call 
and cancel those cards immediately. 
 

 Have your mail delivered to a secure location. Have it held at the post office if you expect to 
be gone for any period of time. 
 

 Keep track of your bills and statements and review them carefully. Call your creditor 
immediately to report inaccurate or suspicious charges. 
 

 Opt Out of solicitations. This will limit mail solicitations that could be stolen.   (800-567-8688) 
 

 Shred all personal information prior to disposing in the trash. Anything with your name, 
address, and / or account information should be destroyed. 
 

 Limit the personal information stored on your computer or laptop. Protect your computer 
from hackers and viruses with a good firewall and security software. 
 

 Protect your computer and web based accounts with private intricate passwords. Keep them 
private and hidden from site. 
 

 Be very careful of supplying personal information to websites. Many websites are created for 
the specific purpose of capturing personal information by phishing. 
 

 Beware of telephone solicitations. Never provide personal information to someone who 
contacts you over the phone. 
 

 Obtain a copy of your credit report at least once a year. Carefully review for inaccurate, 
obsolete, and incomplete information. 
 

 Report suspicious activity and correct inaccurate information. 
 

 Consider Credit Monitoring / Insurance services. 





Welcome to your 
Homeowner’s Guide to Success 
Hardships create difficult situations and require difficult 
decisions.  

If you’re experiencing a hardship, you might be wondering 
what bills to pay and if you can still afford your home. If 
you’re having trouble paying your mortgage, your 
mortgage servicer may provide mortgage assistance 
options to help you avoid foreclosure. Mortgage assistance 
may provide options to keep you in your home with an 
affordable payment or help you with a graceful exit from 
your home.  

This booklet provides you with practical guidance on what 
to expect, and what choices you may have when you’re 
having trouble paying your mortgage. 

What happens if my payment is late? 
It’s important to always pay your mortgage on time. Your 
payment is due on the 1st of every month. If your payment 
is late, your servicer may charge you a late fee and attempt 
to contact you. The good news is that, you have until the 
15th of the month to make your payment before a late fee 
is charged.  A late fee can be charged for each month that 
you miss a payment.  Additional fees can also be charged if 
you go into default (more than 30 days late). If you miss a 
mortgage payment, your loan will be “past due.” If your 
loan is 30 days past due, it may be reported on your credit 
report. A single late or missed payment on your credit 
report can reduce your credit score. 

Free, expert help is available  
Your mortgage servicer or a HUD-approved Housing 
Counseling Agency can help at no cost to you. The sooner 
you call your servicer or a housing counselor, the more 
options you will have.   

Mortgage Servicer 

 

Your mortgage servicer manages your 
mortgage account. The servicer accepts 
your regular monthly payment, will 
advise you of potential upcoming rate 
changes, and, if you make escrow 
payments, submits your property taxes 
and/or insurance payments on your 
behalf. 

 

If at any point you struggle to make your 
mortgage payment, your servicer may 
be able to help you with assistance 
options.  

Your mortgage servicer may or may not 
be the company that provided your 
mortgage.  It is normal for a mortgage to 
move from one servicer to another over 
the life of a loan. 

 
Mortgage 

Investor/Guarantor/Insurer

 

Other participants in the mortgage 
finance industry include investors, 
insurers and guarantors.  In some cases, 
these different entities may require your 
servicer to follow guidelines that can 
impact what options your servicer can 
offer you.   However, your mortgage 
servicer will know these guidelines and 
will work with you to service your 
account. 

An investor is the company that owns 
your loan. Investors may include private 
companies such as Freddie Mac and 
Fannie Mae.  There may also be 
government agencies that guarantee or 
insure lenders and investors against 
certain losses that result from a 
defaulted loan.  These government 
agencies may include entities like Ginnie 
Mae, FHA, USDA, and the VA. 

BE WARY of foreclosure rescue scams or 
anyone who wants you to pay a fee to avoid 
foreclosure. Click link to get more 
information on scams or click the Find a 
Housing Counselor link→  

https://www.consumerfinance.gov/about-
us/blog/consumer-advisory-dont-fall-for-a-foreclosure-

relief-scam-or-bogus-legal-help/ 

https://www.consumerfinance.gov/about-us/blog/consumer-advisory-dont-fall-for-a-foreclosure-relief-scam-or-bogus-legal-help/
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How can your mortgage servicer help you?  
If you are having trouble with your mortgage, your servicer will try to understand your 
situation. If there is a hardship, your servicer will explore mortgage assistance options with 
you. Options might include a repayment plan, loan modification, short sale or Deed-In-Lieu of 
foreclosure. If a mortgage assistance solution cannot be reached, and the account remains 
delinquent, your home may be foreclosed on.

Reach out to your servicer now! 

 Your servicer will send you a list of the documentation 
that you will need to provide to be evaluated for help; 
examples include paystubs, bank statements, and 
award letters (or other types of formal documentation 
that identifies certain monthly benefits to which you 
may be entitled – such as Social Security). Some 
documents may need updating periodically and 
therefore, may be requested several times.  

 You may need to provide a “hardship letter” and proof 
of hardship to your servicer. The hardship letter should 
be detailed so your servicer can better understand 
your situation.  

 You may also be asked to sign documents to allow the 
servicer to check your credit report or seek tax 
information to confirm some of the financial 
information you provide. 

How will these documents be used? 

Your servicer will use the documentation to determine 
your eligibility for mortgage assistance options. 

Tip: A housing counselor can assist you with your hardship 
letter and any other questions that you may have.  

What are the important 
dates to know? 

 
As soon as you think you 
can’t make your payment, 
contact your mortgage 
servicer or housing 
counselor 
 

 30 days past due 
Your servicer may report you 
to credit reporting companies 
as delinquent on your loan 
  

 36 days past due  
Your servicer is required to try 
and make live contact with 
you  
 

 

45 days past due  
Your servicer is required to 
assign you personnel to 
respond to your inquiries and 
assist you with available 
assistance options, and send 
you a written notice 

121 Days past due 
Your loan may be referred to 
foreclosure attorneys unless 
you have an active loss 
mitigation application package 
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A housing counselor can help! 
A HUD-approved housing counselor is a trained professional who can advise you on choices 
that may be available to prevent foreclosure.  The U.S. Department of Housing and Urban 
Development (HUD) supports a network of housing counseling agencies throughout the 
country. Housing counseling is available in many languages.  The HOPE Hotline provides 
assistance from a housing counselor by telephone 24 hours a day, 7 days a week at (888) 995-
HOPE (4673). 

A Housing Counselor Will: How to Find a Housing Counselor: 

 

Help you to understand your 
current situation, explain your 
mortgage assistance options and 
review what documents you will 
need to provide to your servicer.  
 
Be able to contact the servicer 
and help prepare and submit 
your application to the servicer 
on your behalf.  
 

Help you make a budget to 
help you pay your monthly 
mortgage payment and other 
expenses.  
 

 

Provide information about 
local resources that may be 
helpful to you. 

 

            
www.hud.gov/findacounselor or 
http://www.consumerfinance.go
v/find-a-housing-counselor/ 

                 

             

 

HOPE Hotline at  
(888) 995-HOPE (4673) 

 

Hearing and speech impaired individuals 
can use the following TTY number for 
assistance: 877-304-9709. 

 

There is no charge to work 
with a HUD-approved 
housing counseling agency 
when you’re having 
trouble paying your 
mortgage – Help is free! 

http://www.hud.gov/
http://www.hud.gov/findacounselor
http://www.consumerfinance.gov/find-a-housing-counselor/
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What types of mortgage assistance options 
might be available to you? 

Below is a list of mortgage assistance options that your mortgage servicer might make 
available to you.  The first time that you complete an application for mortgage assistance (also 
called loss mitigation), your servicer must evaluate you for all options available to you. It’s 
important to work with your mortgage servicer or housing counselor to try to find the 
mortgage assistance option that works best for you.  If you bring your account current any 
time after submitting your first completed application, you can re-apply in the future and your 
servicer must fully review your new complete application. 

The programs below are general types of mortgage assistance solutions that are often 
available to homeowners. However, you should be aware that each mortgage servicer and 
investor may offer customers different types of solutions that have different eligibility 
requirements. Every situation and solution is unique; and what your mortgage servicer can 
offer you will depend on your situation and the requirements of your loan’s investor.  For 
additional information, see the helpful terms list on page 9 of this document. 

Does this sound like me? How does it work? 
A reinstatement may 
be right for me if… 

I had a temporary financial hardship 
that prevented me from making my 
monthly mortgage payment, but 
now I have the money to pay the 
amount that I owe. 

No formalized plan 

Simply repay the amount owed.  

A forbearance plan 
may be right for me 
if…. 
 

 

I am experiencing a temporary 
financial hardship but will resume 
my previous level of income in the 
next few months. For example, I am 
a victim of a natural disaster and 
need some time to take care of my 
home and my family. 

Pay a reduced payment during 
temporary hardship. 

Loan will continue to accrue 
interest and arrearages will be due 
at the end of the forbearance plan. 
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Does this sound like me? How does it work? 
A repayment plan 
may be right for me 
if… 

I missed a few payments but can 
afford to pay more than my monthly 
mortgage payment for the next few 
months to catch-up. 

Pay an increased payment 
temporarily until the mortgage 
debt is brought current. 

Repayment plans are generally 
between 2 and 6 months but may 
be longer. 

A modification may 
be right for me if… 

 

I want to keep my home, but I can 
no longer afford the payment 
because  

• I experienced a change in 
marital status such as death 
of a spouse or divorce.  

• I am making less money than 
I was before. 

• My expenses have increased.   
 

An attempt is made to reduce your 
monthly mortgage payment to an 
affordable amount and bring your 
loan current by adding those 
missed payments to the amount 
you owe. 

Modifications may require a three 
or four-month trial plan, which 
requires you to make consecutive, 
on-time payments before the loan 
is modified. 

A short sale may be 
right for me if… 

 

I can no longer afford my monthly 
mortgage payment, and I owe more 
on my mortgage than my home is 
worth. I would like to sell my home, 
and I prefer to manage the process 
myself. 

Available if your mortgage balance 
exceeds the value of your home. 

You work with your servicer to 
determine the listing price. 

A deed in lieu of 
foreclosure may be 
right for me if… 

 

I can no longer afford my monthly 
mortgage payment. I would like to 
sell my home but prefer not to 
participate in the selling process. 

You work with your servicer to 
relinquish ownership of the 
property in exchange for relief from 
some or all of the mortgage debt. 
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Understanding your Numbers 
Calculate your additional income 

To feel comfortable with your monthly mortgage payment, it is important 
to understand how much you have to spend on other expenses after you 
pay your monthly mortgage payment. 

Total monthly income after taxes $
Proposed monthly mortgage payment from my 
mortgage servicer - $ 
Monthly car payment(s) - $ 
Student loan payment(s) - $ 
Monthly credit card payment(s) - $ 
Other financial obligations - $ 
My remaining monthly amount to cover living 
expenses any other debt and obligations 

This money must cover your utilities, groceries, child care or child support, 
health insurance, repairs, and everything else. If this isn’t enough, consider 
options such as buying a less expensive home or paying down debts. 

=  $ 
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Helpful Terms 
Delinquent A mortgage is considered delinquent or late when a scheduled 

payment is not made on or before the due date.  

Default 
A mortgage is considered in default when you fail to make any 
payments due and such failure continues for a period of 30 days or 
more. 

Temporary Hardship 
A temporary hardship is a hardship that will come to an end and your 
previous level of income will return within a few months. Examples 
include temporary unemployment or a natural disaster. 

Scheduled Payment 
Increases 

To get you the most help possible, a temporary low initial interest rate 
may be applied. Later the rate will be "stepped up" incrementally until 
you are set at a normal standard rate. 

Principal Forbearance 
To achieve a lower monthly payment, a portion of the principal is 
deferred and becomes non-interest bearing. You will have to pay this 
portion back at the end of the loan. 

Balloon Amounts 
A balloon amount is a portion of your loan’s principal balance that is 
not paid by your scheduled monthly payments. This amount is due at 
the end of your loan term and may or may not accrue interest. 

Term Extension 

Adding additional months onto your loan term may result in a lower 
monthly payment because the same loan balance is spread over a 
longer period of time. Modification terms can extend the duration of 
your loan, but are generally not longer than 40 years.  

Fair Housing Information 
Does this sound like me? I believe my lender or my mortgage servicer discriminated against me (or 

against someone associated with me or my home) under the Fair Housing 
Act because of race, color, religion, sex, familial status, national origin or 
disability or under ECOA because of race, color, religion, national origin, sex, 
marital status, age, because I receive income from a public assistance 
program, or because I have in good faith exercised any right under the 
Consumer Credit Protection Act. Then… 

A complaint under the Fair Housing Act or the Equal Credit Opportunity Act 
(ECOA) may be right for you. 

How does it work?  You may file a fair housing complaint with HUD at: www.hud.gov/fairhousing 
or by calling 800-669-9777 or TTY 800-927-9275.  For more information on 
filing an ECOA complaint, see: https://www.justice.gov/crt/equal-credit-
opportunity-act-3. 

http://www.hud.gov/fairhousing
https://www.justice.gov/crt/equal-credit-opportunity-act-3
https://www.justice.gov/crt/equal-credit-opportunity-act-3
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State Foreclosure Laws Recaps 
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Key to State Foreclosure Law Recaps 
 
 
 

Judicial 
Foreclosure 

Yes.   

 
 

Non Judicial 
Foreclosure 

Yes.                                    

 
 

Security 
Instrument 

Mortgage  

Deed of Trust 

 

Mediation 

Statewide 

Counties 

None 

 
 

Redemption 

Yes 

 
 

Deficiency 
Judgment 

Yes 

White denotes a state whose foreclosure process is 
takes longer than 6 months. 
If the box is marked “Yes.” then the judicial process 
will be outlined in the notes below.  Sometimes, it is 
marked “Yes. Rare.”  In those cases, only a brief 
outline of the process is presented. 

If the box is marked “Yes.” then the non-judicial 
process will be outlined in the notes below.  
Sometimes, it is marked “Yes.  Common.”  In states 
that allow both processes, the non-judicial is often 
favored as it costs less and is quicker. 

This indicates the security document that drives the 
foreclosure process.  Most states only use one 
instrument.  Some use both.  If it is a deed of trust 
state, then a trustee is generally responsible for 
managing the foreclosure process.  In a mortgage 
state, that responsibility falls to the lender. 

If marked yes, details about the redemption process and 
timeframes will be outlined in the notes below. 

If marked yes, details about the deficiency judgment 
process and guidelines will be outlined in the notes 
below. 

In some states, mediation is state law and therefore, 
statewide.  Other states have implemented mediation 
through the court systems and so it is on a county by 
county basis.  If through the court systems, it may be 
statewide but may also only be in certain counties.  
Most non-judicial states have no mediation. 
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Rescue Funds 

Statewide  

Regional 

 
 

Assistance 
Website 

Yes 

HUD 

 
 

Rescue Scam 
Laws 

Yes 

 
 
 
  

If marked “Statewide”, it indicates that there is financial 
assistance available to families facing foreclosure on a 
statewide basis.  Website links are provided to access 
information about the assistance.  If marked 
“Regional”, there are pockets of assistance locally or 
regionally and links will be provided.   

 

If there is a “Yes”, it indicates that there is a state 
foreclosure website for contacting counselors and the 
website link will be found in the notes below.  If it marked 
“HUD” it means there is no state link and the link listed is 
the HUD website map for locating counselors  

If it is marked “Yes.”, then there are state laws that govern 
issues about rescue scams.  A brief description and a link 
to the legislation will be provided in the notes.   
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Foreclosure Information Recap Arkansas 

 

Judicial 
Foreclosure 

 Non-Judicial 
Foreclosure 

 Security 
Instrument 

 Mediation  Foreclosure 
Timeframe 

Yes. Rare.   Yes. Common.  
Mortgage 

Deed of Trust 
 

None  
 

5-6  Months 

 

Redemption  Deficiency 
Judgment 

 Rescue 
Funds 

 Assistance 
Website 

 Rescue Scam 
Laws 

Jud Only  Yes  No  HUD  No 

 (Updated September 2016) 
 
Judicial Process 
A summons and complaint is filed and the court determines the amount to be paid.  The court notifies the 

borrower of the amount and allows the borrower a short time to cure the default.  If the borrower does not 

cure the default the court advertises the property for sale one time in one newspaper at least 10 days 

prior to the sale.  The sale procedure is the same as a non-judicial foreclosure. 

 

Non-Judicial Process 

If the deed of trust or mortgage contains a power of sale clause and specifies the time, place and terms of 

sale, then the specified procedure must be followed. Otherwise, the non-judicial power of sale foreclosure 

is used.  It is required that the property be appraised prior to the sale. 

 
Pre-Foreclosure Notice 

A Pre-Foreclosure Notice must be sent using standard mail 10 day prior to mailing the notice of default.  It 

includes:  

• A true copy of the note, mortgage and deed of trust 

• If the note has been lost or is unavailable to the lender, then a statement detailing the good faith 

efforts the lender has made to locate the documents must be issued 

• The name of the holder and the physical location of the original note 

• A payment history including the date of default 

• Phone number and/or internet address of available loan modification programs that are either 

provided by a government agency or the lender itself 

 

Notice of Default 

A Notice of Default and Intent to Sell must include: 

• Name, address of the party initiating foreclosure 

• Name of the parties to the mortgage or deed of trust 

• Date, time, place of the sale 

• Legal description of the property 

• The notice shall also include in conspicuous type the warning:  

YOU MAY LOSE YOUR PROPERTY IF YOU DO NOT TAKE IMMEDIATE ACTION.   
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Public Notice 

The notice must be recorded in the county in which the property is located.  The notice is also published 

in a newspaper of general circulation once a week for four consecutive weeks.  The final publication must 

be no less than ten days prior to the sale. 

 

Borrower Notice 

The notice of default and intent to sell must be mailed via certified and first class mail to the last known 

address of the borrower within 30 days of the recording. 

 

Sale Procedures 

In order to conduct a foreclosure sale 60 days must have elapsed since the recording of the Notice of 

Default.  The lender must also give the trustee a certification that the homeowner did not meet the 

requirements of loan modification programs or forbearance assistance. This information must be 

documented in a notice that is sent to the homeowner by certified first class mail at least ten days before 

the sale.  

 

The sale shall be held at the date and time as stated in the Notice of Default and Intent to Sell.  The sale 

is held between 9:00 AM and 4:00 PM.  It may be held at either the property or the front steps of the 

county courthouse.  Sales are held on Saturday, Sunday or any legal holiday.  The lender or trustee 

appoints a third party to act as auctioneer to conduct the sale.   

 

The property is auctioned to the highest bidder.   If the property does not sell for at least 2/3rd of the 

appraised value it cannot be sold. It may be placed for sale again any time within twelve months without 

regard to the appraised value 

 

The person conducting the sale may postpone the sale.  Notice of postponement shall be given by public 

announcement by the person conducting the sale or a written notice posted at the time and place of the 

sale. No other notice of the postponement is given unless the sale is postponed for longer than 30 days.  

If the postponement goes beyond 30 days, then the notice process must be redone.   

 

The proceeds of the sale will be applied in the following order: 

1.  To the expenses of the sale  

2.  To the indebtedness owed;  

3.  To all junior lien holders in the order of the priority; and  

4.  Any surplus to the borrower. 

 

Mediation 

There is no mediation. 

 

Redemption 

Judicial: The borrower has one year from the date of the sale to redeem the property. 

Non-Judicial:  There are no redemption rights. 
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Deficiency Judgment 

Judicial: If the property does not sell for the amount of the loan balance the lender may seize other 

property from the borrower.   

 

Non-Judicial:  The lender may sue for deficiency within twelve months of the sale for either the 

difference between the sale price and the balance due or the difference between the fair market value 

and the balance due, whichever is less. 

 

Rescue Funds 

No statewide funds are available. 

 

Counseling Assistance 
Foreclosure assistance can be found by contacting: 

Websites:  

• http://www.arlegalservices.org/foreclosure 

• http://www.hud.gov/offices/hsg/sfh/hcc/fc/ 

 
Rescue Scam Laws 
There are no rescue scam laws.  Information about rescue scams at 
http://www.consumer.ftc.gov/articles/0100-mortgage-relief-scams 

 
  

http://www.arlegalservices.org/foreclosure
http://www.hud.gov/offices/hsg/sfh/hcc/fc/
http://www.consumer.ftc.gov/articles/0100-mortgage-relief-scams
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Building Better Credit

Good credit is an increasingly important part of a consumer’s financial 

power, but good credit is no accident. It’s the result of discipline and  

planning. Start today, and your good credit will pay off with better loan 

terms, lower interest rates, and greater financial opportunities in the future.

Recognize the Value of  
Good Credit
A good credit history increases the confidence of 
lenders and creditors when they loan money to you. 
When they see that you have paid back your loans as 
agreed, lenders are more likely to extend credit again. 
With good credit, you can borrow for major expenses, 
such as a home, car, or education, and you can borrow 
money at a lower cost — ultimately saving you money.

Understand Your Credit Score
When you apply for credit, one of the first things a 
lender will do is request a copy of your credit report 
from a credit reporting agency. Your credit report will 
display a history of your credit activities, along with your 
credit score. Your credit score is computer generated 
using a formula that provides a snapshot of your  
creditworthiness, predicting how likely you are to repay 
your debts. There are many formulas utilized today,  
but the most commonly known one is from the  
Fair Isaac Corporation (FICO). According to their  
Web site (www.myfico.com), if your credit score is 
determined using their formula, it will be calculated 
using the following factors:

	Payment History (35 percent) – Have your pay-
ments been made on time? Have you ever filed for 
bankruptcy or lost your home to foreclosure? How 
frequently have your bills gone to collections?

	Amounts Owed (30 percent) – How much do you 
owe to creditors and lenders?

	Length of Credit History (15 percent) – How long 
have you had credit?

	New Credit (10 percent) – Does your credit report 
indicate that you have made numerous applications 
for new credit and are potentially taking on too much 
debt? Did you recently receive multiple lines of credit 
in a short period of time?

	Types of Credit Used (10 percent) – Does your 
credit report show a “healthy” mix of credit types  
in use?

Establish and Maintain Your  
Good Credit
Learning how to use credit wisely can put you one step 
closer to purchasing a home. The credit decisions you 
make today will impact your financial future. But, before 
you can begin to use credit wisely, you will need to 
establish your credit. Here are a few tips to help  
get you started:

	Open checking and savings accounts. When you 
open a checking and savings account, try to always 
exceed the minimum balance, never bounce checks, 
and make regular deposits.

	Use credit cards carefully. Credit cards are con-
venient and easy to use, but using them recklessly 
can hurt your credit. If you allow your credit cards to 
reach high, unpaid balances, or if you only pay the 
minimum amount due, they can cost you hundreds 
or thousands of dollars in interest alone. On the 
other hand, if you pay them in full or on time each 
month, credits cards can help you build excellent 
credit and reap the benefits that follow.

	Establish credit independently. It’s important for 
both partners in a marriage or relationship to estab-
lish their own credit to help achieve financial goals 
and to protect against unforeseen circumstances like 
death, divorce, or other life changes. Partners should 
regularly discuss household and personal expendi-
tures to ensure that neither has an excessive amount 
of charges that cannot be repaid.

	Honor your promise to pay. It is essential that you 
honor your promise to repay loans or credit cards on 
time and in the amounts scheduled. Contact your 
lender or creditor immediately if you are experiencing 
difficulty making payments.



For More Information
	Contact a lender, real estate professional or housing counselor to learn more about the mortgage and  

homebuying process.

	CreditSmart® is a free suite of educational resources to support financial capability and homeownership  
education. The curriculum covers important topics such as credit, money management and responsible  
homeownership. To learn more, visit http://www.freddiemac.com/CreditSmart

	CreditSmart® Homebuyer U is a free, online consumer education course offered within the CreditSmart  
suite that presents key learning principles for homebuyer preparedness and education. To learn more, visit  
http://www.freddiemac.com/CreditSmart/HomebuyerU

	Visit My Home by Freddie Mac® for information on buying a home and the mortgage process, as well as a  
suite of tools to help you make informed decisions. https://myhome.freddiemac.com/

	To find a HUD-approved housing counseling agency near you, visit www.hud.gov or call 800-569-4287.

	Know what’s in your credit report. Check  
your credit report at least once each year from  
www.annualcreditreport.com to ensure its accuracy. 
If you are planning a large purchase, check your 
credit report prior to the purchase to avoid  
any surprises and to allow you plenty of time to  
correct any errors.

Restore Your Credit
There may have been a time in your history when 
you experienced a financial setback resulting in credit 
problems. If so, there are ways to restore your credit to 
a more positive position:

	Contact former creditors with whom you’ve 
had a good payment record. They may be  
willing to extend you credit to help you re-establish 
your credit.

	Carefully review any credit card offers you 
receive. You do not want to acquire too many;  
usually two credit cards will suffice.

	Avoid disreputable credit repair companies  
at all costs. Those that promise a quick, easy  
fix could take your money and get you into more 
debt. Instead, contact a reputable nonprofit credit 
counseling organization. 

Take Action to Start Improving 
Your Credit Today
By understanding credit and credit evaluation systems, 
you’ll be on the right path to realizing your goals and 
making good decisions. Start now, and your good 
credit will give you a financial advantage with better 
loan terms, lower interest rates, and greater financial 
opportunities down the road, especially when you  
want to buy a home.

Remember that no credit score lasts forever. It changes 
over time, so you can improve it over time. Every time 
you make an on-time payment, lower a balance, or pay 
off debt, you add another entry to your credit report. 
Managing your credit well will ultimately result in a 
higher credit score.

Source
Content adapted from Freddie Mac’s award-winning CreditSmart, a multilingual financial education curriculum designed to help  
consumers build and maintain better credit, make sound financial decisions, and understand the steps to sustainable homeownership.
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