
• Symbols and 
Numerics •
1003 (Universal Residential Loan 

Application), 200, 209–210

• A •
affordability, defi ned, 10, 124

amortization

defi ned, 10, 12, 104

of principal balance, 157

application packet, submitting, 

87–89, 129–130

appraisal

infl ated, 199–200

obtaining, 98, 172, 221

APR (annual percentage rate)

evaluating for HOEPA violation, 191

versus interest rates, 187

ARM (adjustable-rate mortgage)

defi ned, 106, 203, 255

disclosures, 187–188

positive aspect of, 205

risks of, 10, 28

attorney general (AG), contacting offi ce 

of, 57, 217–219, 251–254

attorneys. See also legal options

bankruptcy, 65

costs, 70–71, 74

foreclosure, 65

hiring, 139, 223–224

loan modifi cation, 64–65

meeting with, 71

real estate, 65–66

auditing loan fi les, 178, 216

auto pay, disclosure by lenders, 189

automatic stay

defi ned, 48, 255

violation, 177

• B •
back-end ratio. See also DTI (debt-to-

income) ratio; front-end ratio

conservative, 37–38

defi ned, 255

determining, 32–34

recommendation, 126–127, 152

balloon payments, triggering, 204

bankruptcy

alternative to foreclosure, 13, 58

attorneys, 65

declaring, 48

defi ned, 255

mentioning in negotiations, 177

myth, 235

BPO (broker’s price opinion), 98, 128

budget, tracking expenditures, 36–37

• C •
calculator, downloading, 168. See also 

loan calculator

cap, disclosure by lenders, 188

capitalization

discussing with lenders, 153

mentioning in agreements, 158

capitalizing delinquencies, 11

Chapters 7 and 13 bankruptcy, 

explained, 48, 255

CHARM booklet, accessing online, 188

closing costs, infl ation by lenders, 204

closing papers, contents, 97

CMA (comparative market analysis), 

98, 128, 255

collection activities

delaying, 43–44

stopping, 139

complaints

contacting professional associations, 

220–221

fi ling with federal regulators, 218–220

fi ling with lenders, 214–215

Index
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complaints (continued)

fi ling at state level, 217–218

following through on, 221

consumer support Web sites, 245–247

contract

loan modifi cation agreement as, 162

using as seller fi nancing vehicle, 52

conversations, recording, 133–134

correspondence, following up with, 

18, 135–138

counteroffers versus offers, 21

credit cards, lowering interest rates for, 

229

credit counselors, contacting, 

66, 79, 228

credit rating

impact of loan modifi cations on, 114

credit score, myth, 234

credit report, obtaining, 95

criminal charges, pressing, 224

customer service numbers, 242–244

• D •
debt

cancelled, 51

computing payments on, 31–32

consolidating, 45–46

good versus bad, 32

reaffi rming, 48

secured versus unsecured, 46

debt collectors, keeping at bay, 89–90

debt payments

defi ned, 255

prioritizing, 229

debt-to-income (DTI) ratio. See DTI 

(debt-to-income) ratio

deed

checking details of, 157

defi ned, 256

exchanging in lieu of foreclosure, 

53–54

using as seller fi nancing vehicle, 52

defaults

avoiding repetition of, 164–166

curing, 102–103

defi ned, 256

myth, 234–235

deferred payment, defi ned, 256

defi ciencies

avoiding payment of, 48

catching up on, 153

discharge through redemption, 54

occurrence of, 51

defi ciency judgments

advisory about, 14

defi ned, 256

delinquencies

capitalizing, 11

waiving, 12

DIL (deed in lieu of foreclosure), 

defi ned, 14, 256

documents

arranging, 127

closing papers, 96–98

dating, 134

keeping copies, 134

loan statements, 95

monthly bills and expenses, 96

mortgage statements, 93–95

organizing, 134

proof of hardship, 92–93

proof of income, 92

DTI (debt-to-income) ratio. See also 

back-end ratio

back- versus front-end, 168

calculating, 32–34, 95

defi ned, 256

front-end goal, 152

requirements, 168–169

durable power of attorney, defi ned, 256

• E •
equity

cashing out, 200

defi ned, 256

negative, 112

equity stripping, defi ned, 179, 203

ERATE, accessing mortgage rate history 

on, 198

escrow, defi ned, 257

escrow accounts

disclosure by lenders, 189

requirement of, 159

exempt assets, defi ned, 257

expenses, accounting for, 35–37

experts. See professionals

extension, negotiating, 139

264 Loan Modifi cation For Dummies  
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 Index 265

• F •
fairness, determining, 168–170

Fannie Mae. See also Freddie Mac

defi ned, 257

role in mortgage meltdown, 25, 87

Web site, 57, 247

FBI (Federal Bureau of Investigation) 

Web site, 247

FDIC (Federal Deposit Insurance 

Corporation) Web site, 248

federal agencies Web sites, 247–251

federal regulators, fi ling complaints 

with, 219–220

Federal Reserve Board Web site, 248

Federal Trade Commission (FTC), 

contacting, 90, 228, 248–249

fees. See also penalties and fees

disclosure by lenders, 185–186

excessive or unwarranted, 204–205

list on HUD-1 form, 204

myth, 237–238

reasonable amounts, 205

FFIEC (Federal Financial Institutions 

Examination Council), 219

FHA (Federal Housing Authority)

defi ned, 257

role in loan modifi cation, 87

Web site, 248

Financial Services Modernization Act of 

1999, 25

fi nancial statement

creating, 123–127

defi ned, 257

fi xed interest rate

benefi t, 104

opting for, 154

fl oat rate versus step rate, 154

FMLA (Family and Medical Leave 

Act), 93

forbearance. See also principal 

forbearance

alternative to foreclosure, 13

defi ned, 257

negotiating, 43–44

foreclosure

alternatives, 13–15

applying produce the note strategy, 

165

attorneys, 65

avoiding, 78

deed in lieu of, 14, 53–54

defi ned, 257

doing nothing about, 56–57

estimating lender losses in, 172–173

impact, 1, 42

remaining open to alternatives, 58

rescue scams, 72

researching alternatives to, 57–58

forfeiture clause, explained, 52

forms, fi nding on Web sites, 79

Freddie Mac. See also Fannie Mae

role in mortgage meltdown, 25, 87

Web site, 249

front-end ratio. See also back-end ratio

defi ned, 32–34, 257

recommendation, 126, 152

FTC (Federal Trade Commission), 

contacting, 90, 228, 248–249

• G •
GFE (Good Faith Estimate)

comparing to HUD-1, 208–209

fi nding in closing papers, 97

Glass-Steagall Act of 1933, repeal, 25

GNMA (Government National Mortgage 

Association), 257

government legislation, availability 

of, 22

government loan programs, alternative 

to foreclosure, 13

gross versus net pay, 34

GSEs (government-sponsored 

enterprises), 25

• H •
hardship letter

answering questions in, 119–120

examples, 120–122

following up on, 135

goal of, 118

hardships

providing proof of, 92–93

recognizing, 118–119

HOAs (home association fees), 

paying, 32
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266

HOEPA (Home Ownership and Equity 

Protection Act), 22. See also 

legal rights

explained, 190

identifying non-compliance issues, 

190–191

reporting violations, 192

violations, 191

home equity line of credit, defi ned, 258

home equity loan, defi ned, 258

home loan, calculating total cost of, 

160–161

home sale

alternative to foreclosure, 13

to break even with short sale, 50–51

to investor, 14, 51

for profi t, 49–50

home valuation

defi ned, 98–99

obtaining, 172

homebuying process, documenting, 

207–208

homeowner interview

preparing for, 148

presenting case in, 148

undergoing, 20

homeowners

fairness for, 168–169

insurance statement, 94

uniting to fi le complaints, 218

homes. See also property

abandoning, 14

holding onto, 238

keeping, 104

selling and buying back, 52–53

selling and renting back, 53

staging, 50

walking away from, 235

HOPE NOW Web site, 58, 78, 246

house payments. See also monthly loan 

payments

estimating affordability, 37–39

lowering, 107–108

making affordable, 152

missing, 11–12

H.R. 1 (Stimulus Bill), 117

HSA (HomeSaver Advance) program, 

13, 43, 103, 153

HUD (Housing and Urban Development)

defi ned, 258

Web site, 57, 250–251

HUD-1

comparing GFE to, 208–209

fi nding in closing papers, 97

HUD-approved credit counselors, 

contacting, 79

• I •
income

providing proof of, 92

tallying on monthly basis, 30

index

defi ned, 258

disclosure by lenders, 187

installment plan, instituting, 102–103

insurance statement, providing, 94

interest rates

addressing issues related to, 153–154

adjustable versus fi xed, 104

adjusting, 112, 159–160

versus APR, 187

checking, 153

disclosure by lenders, 185

discriminatory, 204

fi nding, 46

increases in, 164

infl ated, 198–199

lowering, 107–108, 151

lowering for credit cards, 229

lowering after dot-com crash, 24

reducing and fi xing, 10

searching history of, 198

step increases in, 159

interest-only loan

avoiding, 154

considering, 112–113, 204

investment income, tallying, 30

investor losses, lessening, 147

investors

fairness for, 169–170

selling home to, 14

selling to quickly, 51

teaming up with, 51–53

Loan Modifi cation For Dummies  
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 Index 267

• J •
judicial foreclosure, state requirement, 

165

junior liens

defi ned, 258

getting erased, 53

junk fees, examples, 185–186

• L •
late fees. See fees

late payments

adding to mortgage balance, 102

rolling into principal, 109–110

law enforcement, contacting, 224

lawsuit, fi ling, 221–223

lawyers. See attorneys

lease-option agreement, defi ned, 52, 258

legal action, taking, 22

legal agreements, understanding before 

signing, 156

legal claims, anticipating lender’s 

response to, 212

legal options, considering, 216. See also 

attorneys

legal pressure, applying, 177–178

legal rights. See also HOEPA (Home 

Ownership and Equity Protection 

Act); lender disclosures; TILA 

(Truth in Lending Act)

maintaining, 163–164

public versus private (civil), 183

legal waivers, advisory about, 163–164

legislation, availability of, 22

lender agreements, getting in writing, 

140

lender delays, dealing with, 138–139

lender disclosures, loan terms and 

costs, 184–188. See also legal 

rights

lender losses

estimating in foreclosure, 172–173

lessening, 147

from loan modifi cations, 173–175

lender solutions

modifying existing loan, 42–43

negotiating forbearance, 43–44

principal forbearance, 44

reinstating loans, 43

lender violations, identifying, 209–210

lender-affi liated business relationships, 

disclosure, 189–190

lenders. See also predatory lending

anticipating response to legal claims, 

212

asking about timelines, 89

calling, 83, 135

contacting, 81

contacting regarding programs, 57

dealing with directly, 16

defi ned, 2

describing situation to, 84–85

documents required by, 88

fairness for, 169–170

fi ling complaints with, 214–215

full disclosure of, 22

getting contact information, 88–89

getting fax number, 88–89

getting shipping address, 88–89

identifying noncompliance issues, 

190–191

myth about negotiations, 237

perspective of, 144

policies and restrictions, 85–87

privacy policy, 99

providing information to, 79

receiving initial offer from, 21

rejecting offers from, 71

reminding about affordability, 

170–171

requirements for saying “Yes,” 126

responsibilities of, 22

Web sites, 77–78, 87, 242–244

willingness and capabilities, 85–87

lender’s representatives. See 

representatives

lending practices, legislation, 22

letter of authorization, example, 100

letter of complaint, sending to lenders, 

214–215

liens

advisory about, 53

junior, 258

senior, 261

life insurance, single premium, 188

loan applications

altering, 200–201

appealing, 154

denial, 154

fi nding in closing papers, 97
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Loan Modifi cation For Dummies  268

loan applications (continued)

labeling pages, 128

processing time, 131–132

reasons for rejection, 145

loan calculator. See also calculator

availability of, 46–47

using, 107

loan documents

comparing GFT to HUD-1, 208–209

inspecting Universal Residential Loan 

Application (1003), 209–210

mortgage, 210–211

promissory note, 210–211

loan fi les, requesting internal audit of, 

178, 216

loan fl ipping, defi ned, 179, 203

loan modifi cation agreements

capitalization language in, 158

capitalizing penalties and fees, 

161–162

example, 163–164

interest rate adjustments, 159–160

monthly payment details, 158–159

negotiating, 165

promise to pay, 157

reference to former mortgage, 156–157

take it or leave it threat, 162–163

unpaid balance part of, 157

waiving penalties and fees, 161–162

loan modifi cation services, using, 

68–72. See also professionals

loan modifi cation. See also mortgages

as alternative to foreclosure, 13

application processing time, 19

applying for, 61, 87–89

assessing tax implications, 115

attorneys, 64–66

benefi ts, 2

completing process of, 22

contact log, 133

cost, 63

curing default, 102–103

defi ned, 9, 258

effect on former loan, 114

effect on pursuing future actions, 

114–115

example, 12

exploring other options, 140

following process of, 18–22

forecasting effect on credit rating, 114

gathering essential documents for, 17

hiring professionals for, 15–16

homeowner interview, 20

keeping home, 104

lender losses in, 173–175

logging correspondence, 18

lowering monthly payment, 103–104

money-back guarantees, 63–64

myths, 233–238

negotiating, 70, 81, 149

objectives, 101–102

outcome, 102

paying for, 73

pitching counteroffers, 21

plotting timeline, 17–18

preparing application, 19

on primary residences, 238

qualifying for, 14–15, 238

receiving, 13

signing and submitting agreements, 22

step-rate adjustments, 108

structuring, 151–154

submitting application, 19

timing, 236

understanding objective of, 116

workout plans, 20–21, 42–43

loan offi cers, identifying, 67–68

loan originators, faulty practices, 

200–201

loan payments. See monthly loan 

payments

loan statements, providing, 95

loan terms and costs, disclosure by 

lenders, 184–188

loan workout, defi ned, 258

loans

calculating total cost of, 160–161

high-risk, 203–204

impact of modifi cations on, 114

modifying other types of, 228–229

modifying via MHA initiative, 151

re-amortizing, 12–13, 104

refi nancing, 150–151

reinstating, 43

unaffordable, 201–203

loss mitigation

defi ned, 259

goal of, 147

three C’s, 144–146

LTV (loan-to-value) ratio

defi ned, 45, 259

desirable percentage, 150–151
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 Index 269

• M •
mandatory arbitration, requirement, 

206

margin

defi ned, 259

disclosure by lenders, 187–188

market value, documenting, 98–99

MBS (mortgage-backed security), 

25–26, 110, 259. See also 

securitization

MFDRA (Mortgage Forgiveness Debt 

Relief Act), 48, 115

MHA (Making Home Affordable) plan

extent of, 168

fee waivers, 157, 162

goal, 87, 152

guidelines for DTI ratio, 168–169

impact of, 154

modifying loan, 151

qualifying for, 203

reducing principal balance, 11

refi nancing loan, 150–151

waiving penalties and fees, 12

waterfall approach, 20–21, 112

Web site, 246

military servicemembers, resources 

for, 194–196

missed payments

adding to mortgage balance, 102

rolling into principal, 109–110

monthly bills, totaling, 35, 96

monthly budget, considering for house 

payment, 38–39

monthly income, tallying, 30

monthly loan payments. See also house 

payments; loans

calculating, 12, 170–171

calculating over life of loan, 174

lowering, 103–104, 160–161

making affordable, 21, 168

percentage of income, 203

mortgage audit, ordering, 222

mortgage brokers, identifying, 67–68

mortgage calculators. See loan 

calculators

mortgage insurance, accounting for, 

175

mortgage problems

causes, 24

clueless consumers, 27–28

Fannie Mae and Freddie Mac, 25

government policies and 

legislation, 25

historically low interest rates, 24–25

irresponsible borrowing, 28

lack of regulatory oversight, 25

profi ts from brokering loans, 27

relaxed underwriting practices, 27

subprime boom, 26

Wall Street demand for securities, 

25–26

mortgage rate history, accessing, 198

mortgage satisfaction, defi ned, 259

mortgage term. See term of mortgage

mortgagee, defi ned, 259

mortgages. See also loan modifi cation; 

refi nancing

checking details of, 157, 210

defi ned, 259

de-pooling, 174

fi nding in closing papers, 97

modifying, 13

mortgagor, defi ned, 259

• N •
NAR (National Association of Realtors), 

49, 67–69, 220

NCUA (National Credit Union 

Association) Web site, 249

negotiations

conducting with lenders, 175

of lower mortgage payments, 227

persevering in, 176–177

preparing for, 171

role of lenders in, 237

by self, 236

net worth, defi ned, 259

notice of default, defi ned, 260

NPV (net present value) test, applying, 

169–170

• O •
offers versus counteroffers, 21

• P •
pay, net versus gross, 34

payments

deferring portion of, 11

discussing with lenders, 153
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Loan Modifi cation For Dummies  270

payments (continued)

making affordable, 20–21

spreading over longer term, 108–109

penalties and fees, waiving, 12, 102, 153, 

157, 161–162. See also fees; 

prepayment penalties

PITI (principal, interest, taxes, 

insurance), 43, 124

PMI (private mortgage insurance)

paying, 94, 175

using, 87

POA (power of attorney)

defi ned, 260

limited or specifi c, 258

predatory lending. See also lenders

altered loan applications, 200–201

approval of unaffordable loans, 

201–203

defi ning, 179, 197

discriminatory interest rate, 204

equity stripping, 203

excessive fees, 204–205

high-pressure sales tactics, 206–207

high-risk loans, 203–204

infl ated appraisals, 199–200

infl ated interest rates, 198–199

loan fl ipping, 203

mandatory arbitration, 206

prepayment penalties, 205–206

sales tactics related to, 206–207

voicing concerns about, 178

prepayment penalties. See also 

penalties and fees

defi ned, 11, 45

excessive, 205–206

removing for term extension, 161

principal balance

adjusting, 109–111

amortization of, 157

analyzing in agreements, 157

defi ned, 105, 262

determining, 172

reducing, 11

principal forbearance. See also 

forbearance

considering, 44, 103, 111

defi ned, 260

pro se, defi ned, 260

produce the note strategy, 165

professional associations, contacting 

about complaints, 220–221

professionals. See also loan 

modifi cation services; 

representatives

bankruptcy attorneys, 65

benefi ts, 61–62

credit counselors, 66

disadvantages, 63

foreclosure attorneys, 65

hiring, 60, 211–212

loan modifi cation attorneys, 64–65

loan offi cers, 67–68

mortgage brokers, 67–68

real estate agents, 67

real estate attorneys, 65–66

taking backseat to, 63

teaming up with, 74

trusting, 202

promise to pay, acknowledging, 157

promissory note

defi ned, 259

examining, 211

fi nding in closing papers, 97

property. See also homes

ditching, 53–55

documenting market value, 98–99

redeeming post-auction, 55–56

property values

impact of foreclosures on, 42

rise and decline, 49

• R •
reaffi rm debt, defi ned, 48, 260

real estate agent, working with, 

49–50, 67

real estate attorneys, identifying, 65–66

re-amortizing loans, 12–13, 104

recidivism, defi ned, 260

redemption

alternative to foreclosure, 14

defi ned, 55–56, 260

living rent-free through, 54–55

refi nancing. See also mortgages

alternative to foreclosure, 13, 150–151

consolidating debts, 45–46

plain and simple, 47

short re-fi , 47–48

register of deeds, defi ned, 260

regulatory oversight, lack of, 25–26

reinstatement, defi ned, 13, 43, 261

rental income, tallying, 30
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 Index 271

repayment plan, defi ned, 261

representatives. See also professionals

authorizing to speak with lenders, 

99–100

bypassing automated systems, 82

calling, 135

making initial call, 80–81

speaking to right person, 83

taking names and extensions, 84

reset, defi ned, 261

RESPA (Real Estate Settlement and 

Procedures Act)

defi ned, 22, 260

penalties for violations, 194

violations, 193–194

right of rescission, disclosure by 

lenders, 188–189

rights, maintaining, 22, 163–164

• S •
SCRA (Servicemember’s Civil Relief 

Act), 194–196, 261

SEC (Security and Exchange 

Commission) Web site, 250

secured loan, defi ned, 261

secured versus unsecured debt, 46

securitization, defi ned, 26, 261. See also 

MBS (mortgage-backed security)

senior lien, defi ned, 261

servicer, defi ned, 2, 19, 261

sheriff’s deed and sale, defi ned, 261

short fi nancing, alternative to 

foreclosure, 13

short re-fi , doing, 47–48, 261

short sale

alternative to foreclosure, 14

defi ned, 262

negotiating with lender, 50–51

state attorneys general offi ces, 

contacting, 217–219, 251–254

state regulatory agencies, fi ling 

complaints with, 218

step-rate adjustment

example, 108

explained, 21

versus fl oat rate, 154

step-rate increase, applying, 159, 164

Stimulus Bill (H.R. 1), 117

subprime boom, effect, 25–26, 187–188, 

203

• T •
TARP (Troubled Asset Relief Program), 

154

tax lien, defi ned, 262

taxes

on cancelled debt, 51

impact of discharged debt on, 115

term extension, inspecting, 160–161

term of mortgage

adjusting, 112

defi ned, 262

disclosure by lenders, 185

extending, 10–11

TILA (Truth in Lending Act). See also 

legal rights

defi ned, 22, 262

explained, 190

noncompliance issues, 190–191

reporting violations, 192

violations, 191

• U •
Universal Residential Loan Application 

(1003), 200, 209–210

unsecured loan, defi ned, 262

unsecured versus secured debt, 46

UPB (unpaid principal balance). See 

principal balance

U.S. Department of the Treasury’s 

Financial Stability Web site, 57

• V •
VA (Veterans Affairs) department

defi ned, 262

role in loan modifi cation, 87

Web site, 251

• W •
warranty deed, defi ned, 262

Web sites

accessing for lenders, 77–78

American Bar Association, 223

Annual Credit Report Request 

Form, 95

Appraisal Institute, 221

calculator, 168
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Loan Modifi cation For Dummies  272

Web sites (continued)

CHARM booklet, 188

consumer support, 245–247

counseling agencies, 228

credit reports, 95

customer service numbers, 242–244

Debt Collection FAQs (FTC), 90

Don’t Borrow Trouble initiative, 245

ERATE mortgage rates history, 198

Fannie Mae, 57, 247

FBI (Federal Bureau of Investigation), 

247

FDIC (Federal Deposit Insurance 

Corporation), 248

federal agencies, 247–251

federal regulators, 219

Federal Reserve Board, 248

FFIEC (Federal Financial Institutions 

Examination Council), 219

FHA (Federal Housing Authority), 248

Financial Stability, 57

fi nding assistance on, 78–79

forms on, 79

Freddie Mac, 249

FTC (Federal Trade Commission), 

248–249

Home Loan Learning Center, 245

Homeownership Preservation 

Foundation, 245–246

HOPE NOW, 58, 78, 246

HUD (Housing and Urban 

Development), 57, 250–251

interest rates, 46

lenders, 242–244

loan calculators, 46–47

MHA (Making Home Affordable) plan, 
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