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INTRODUCTION

If you are reading this book, chances are you are going through one of the toughest times in your life.
Maybe you opened a letter from your lender last week that used the word "default." Maybe you got a
notice taped to your front door. Maybe a neighbor mentioned they saw your address on a list somewhere,
and your stomach dropped. Whatever the reason, you are here, and that already tells me something
important about you. You are not the kind of person who hides from a problem. You are the kind of
person who looks for answers.

I want to be straight with you from the start. My name is Alan Hernandez. [ am a real estate broker in
Texas, and I run a team called the SupremeTeam at White Picket Realty. Over the years, | have helped a
lot of homeowners walk through situations that looked impossible from the outside. Foreclosure, divorce
sales, inherited properties with title issues, homes that needed work the seller could not afford, and
everything in between. I have sat at kitchen tables with people who were sure they were about to lose
everything. Some of those conversations ended in tears, but most of them ended in a plan. A real plan,
with real numbers and real next steps.

This book is not a magic wand. I cannot promise that everything will go back to the way it was before.
What I can promise is that there are more options than your lender will tell you about, more options than
the foreclosure rescue scammers will tell you about, and more options than your neighbor or your cousin
or that guy at church will tell you about. I have seen homeowners walk away with tens of thousands of
dollars in their pocket when they thought they had nothing left. I have also seen homeowners do nothing
and lose everything they had built. The difference between those two outcomes is almost always the same
thing. Time and information.

Time is the single most valuable thing you have right now. Every day that passes is a day of options that
quietly close behind you. The lender does not send you a calendar with each option crossed off as it
expires. They just keep moving forward with their process, and one day you wake up and the auction is
next Tuesday and there is nothing anyone can do. I do not want that to be your story.

Information is the other thing. Most people facing foreclosure are working with about five percent of the
information they actually need. They got that five percent from a Google search at two in the morning, or
from a friend who went through something similar twenty years ago, or from a postcard in the mail that
promised to fix everything for a fee. None of that is enough. What you need is the full picture, in plain
language, with no agenda hidden behind it. That is what this book is for.

I wrote this for the homeowner who is one or two payments behind and starting to panic. [ wrote it for the
homeowner who has already received a Notice of Default and is staring at the calendar. I wrote it for the
homeowner whose spouse just left, or whose job just ended, or whose business just slowed down. I wrote
it for the homeowner who inherited a house with a mortgage and does not know what to do next. I wrote
it for the homeowner who is current on payments today but can see the cliff coming three months out.

You are going to read about loan modifications and forbearance plans and how lenders actually think
when they are deciding what to do with your file. You are going to read about short sales and deed in lieu
agreements and what they really do to your credit. You are going to read about how to sell a house
quickly, even one that needs work, and how to figure out if you have equity hiding in the property that
you did not even know about. You are going to read about scams to watch for, because there are a lot of
them and they all sound great until you sign the paperwork. You are going to read about your rights as a
Texas homeowner, and what the foreclosure timeline actually looks like in this state.



I am going to give you the same advice [ would give my own mother if she called me tomorrow and said
her house was in trouble. No fluff, no upsell pressure, no pretending that one option is the only option
when it really is not. By the end of this book, you should be able to look at your own situation and know
what questions to ask, who to call first, and which path makes the most sense for you and your family.

One more thing before we get into it. If you take only one thing from this book, let it be this. You are not
alone, and you are not the first person to be where you are right now. I know it feels like it, because
nobody talks about foreclosure at the barbecue. Nobody posts on Instagram that they are three months
behind on the mortgage. So you sit with it alone, and it gets bigger and scarier in your head every day. But
every single week, real families in Texas are working through exactly what you are working through, and
most of them come out the other side okay. Not the same as before, maybe not in the same house, but
okay. With their dignity intact, with some money in the bank, and with a plan for what comes next.

Let us get started.



Chapter 1: Understanding What You Are Actually Facing

The word foreclosure is one of the scariest words in the English language for a homeowner, and most of
that fear comes from not knowing what the word actually means. So let us start there. Let us pull the
curtain back and look at the machine.

Foreclosure is a legal process. It is not a punishment, even though it can feel like one. It is not a moral
judgment on you as a person. It is a series of steps that a lender takes to recover the money it loaned you
when you bought your home, in the event that you can no longer make the payments. That is it.
Everything else around it is paperwork, deadlines, and procedure. Scary procedure, yes, but procedure.

When you bought your house, you signed two main documents that matter here. One was the promissory
note, which is your promise to pay back the loan with interest over a specific period of time. The other
was the deed of trust, which gave the lender the right to take the house and sell it if you stop paying. That
second document is the one that powers the foreclosure process. Without it, the lender would have to sue
you in court for years to get its money back. With it, the lender has a faster, cleaner path to recovery, and
that path is what we call foreclosure.

Texas is what is known as a non-judicial foreclosure state. That is important, because it means the lender
does not have to go to court to take your house. In some states, foreclosure requires a judge, lawyers on
both sides, and months or years of hearings. In Texas, the lender can foreclose by following a specific set
of steps laid out in state law, and the whole thing can move in a matter of weeks once it gets going. That is
one of the reasons time matters so much here. The Texas foreclosure timeline is one of the fastest in the
country.

Let me walk you through what that timeline actually looks like, because I have found that most
homeowners have no idea. The clock starts ticking the day you miss your first payment. For the first thirty
days, you are simply late. The lender will call you, send letters, maybe assess a late fee. This is the period
where most people fix the problem themselves, either by catching up the payment or by communicating
with the lender about what is going on.

After about ninety days of missed payments, you officially enter what is called default. This is when the
lender starts treating you differently. The friendly reminders stop. The loss mitigation department gets
involved, and the file gets reviewed for what comes next. Sometime in this window, you may receive a
letter called a Demand Letter or a Notice of Intent to Accelerate. That letter tells you that if you do not
bring the loan current within a specific period of time, usually about thirty days, the lender will accelerate
the loan, meaning the entire balance becomes due, not just the missed payments.

If you do not respond to the Demand Letter, the lender moves to the next step, which is the Notice of
Sale. In Texas, this notice must be filed with the county courthouse and mailed to you at least twenty-one
days before the foreclosure auction. The auction itself happens on the first Tuesday of the month, at the
county courthouse, between ten in the morning and four in the afternoon. This is required by Texas law,
and it is one of the few parts of the process that almost never changes.

On that Tuesday, your house is sold to the highest bidder. Usually that bidder is the lender itself, bidding
the amount you owe so that it can take the property back. Sometimes it is an investor who has been
watching the foreclosure list. Either way, once the gavel falls, the house belongs to someone else.



After the sale, you typically have a short window to leave the property voluntarily before formal eviction
begins. The new owner can file what is called a forcible detainer action to remove you legally, and that
process usually takes another few weeks.

So from start to finish, in Texas, a foreclosure can go from first missed payment to gavel down in about
four to six months. Sometimes faster. Sometimes a little slower, depending on how busy the lender is and
whether you are responding to communications. But four to six months is a useful number to keep in your
head.

Now here is the part that most homeowners do not understand. At every single one of those steps, there
are options. There are off-ramps. There are conversations you can have, programs you can apply for,
alternatives you can explore. The lender is not going to lay all of those options out on the table for you,
because the lender is not your friend. The lender is a business, and its job is to recover its money in the
most efficient way possible. But the options exist, and they get fewer and harder to use the closer you get
to that auction date.

This is why I keep coming back to time. If you are reading this book and you have not missed a payment
yet but you can see one coming, you have the most options available to you. If you are thirty days behind,
you still have most of them. At ninety days, the menu starts to shrink. Once you receive that Notice of
Sale, the menu is much smaller and the deadlines are very real. Once the auction happens, the menu is
basically empty.

I want to address one more thing in this chapter, because I hear it from homeowners every week. There is
a feeling of shame around foreclosure that keeps people from acting. People do not want to call the lender
because they are embarrassed. They do not want to talk to a real estate agent because they think the agent
will judge them. They do not want to tell their family because they feel like they failed.

I have been in this business for a long time, and I want you to hear me on this. Nobody who matters is
going to judge you. The people who work in loss mitigation departments at lenders talk to people in your
situation all day, every day. The good real estate agents and brokers, the ones who specialize in this, see
foreclosure files constantly. We are not shocked, we are not surprised, and we are not looking down on
you. We are looking for a way to help.

Things happen to good people. Jobs disappear. Marriages end. Health problems show up out of nowhere.
Businesses that worked for ten years stop working in a single quarter. Property taxes go up faster than
incomes. Insurance gets harder to find and more expensive when you do find it. The economy throws
curveballs that nobody could have predicted. None of that is a failure of you as a human being. It is just
life. The question is not whether life threw you a curveball. The question is what you are going to do
about it now.

In the next chapter, I am going to walk you through the first conversation you need to have, which is the
conversation with yourself and your family about where you actually are financially. Because before you
can pick a path forward, you have to know exactly where you are starting from. Most people are afraid to
look at the numbers. I am going to give you a way to look at them that does not feel like staring into the
abyss.



Chapter 2: The Honest Conversation with Yourself

Before you call a lender, before you call a real estate agent, before you call anyone, you need to sit down
and have an honest conversation with yourself about where you really are. I know this sounds simple. I
promise you it is not. Most homeowners I have worked with have been carrying around a version of their
financial situation in their head that is missing key pieces, and they have been making decisions based on
that incomplete picture for months or even years.

So here is what I want you to do. Find a quiet hour. Sit down at the kitchen table with a notebook, or a
spreadsheet on your laptop, or whatever you are most comfortable with. Turn off the TV. Put the phone
face down. And we are going to build a complete picture of your situation in four parts.

Part one is your housing situation. I want you to write down the following numbers. What is your current
monthly mortgage payment, including principal, interest, taxes, and insurance? What is the unpaid
balance on the loan right now? You can usually find that on your most recent mortgage statement. How
many months are you behind on payments, and what is the total amount past due? What are the late fees
and penalties that have been added? Is there a second mortgage or a home equity line of credit on the
property, and if so, what is the balance and the monthly payment on that? When did you buy the house,
and what was the original purchase price? What do you think the house is worth today, just based on your
gut and what you know about the neighborhood?

Do not look any of these numbers up yet. Just write down what you think they are. We will refine them in
a minute.

Part two is your income situation. What is your current monthly take-home pay, after taxes? If you are
married or share finances with another adult, what is theirs? Is that income stable, or is it shaky right
now? If it is shaky, why? Is there income you used to have that you no longer have, and if so, what
happened to it? Are there any prospects for new income in the next ninety days that you can count on, not
just hope for?

Part three is your other debts. List every debt you owe, not including the mortgage. Credit cards, car
loans, student loans, medical bills, money you borrowed from family, anything. Write down the balance
and the minimum monthly payment for each one. Add them all up. That number is your monthly debt
service outside of housing.

Part four is your other assets. Do you have any savings? Any retirement accounts? Any investments? Any
vehicles that are paid off? Any other real estate? Anything you could sell quickly if you absolutely had to?
Be honest with yourself about what these things are worth in a real sale, not what you wish they were
worth.

Now look at the picture you have just put together. For most homeowners in foreclosure, the picture looks
something like this. The mortgage payment is a big chunk of the monthly income, often more than it
should be. There are two or three other debts that have been piling up. Income has gone down recently, or
expenses have gone up, or both. Savings are gone or close to gone. Other assets, if they exist at all, are not
liquid.

If that is your picture, do not panic. That is the picture for almost everybody in your situation. The fact
that you can now see it clearly is the first step toward fixing it.



Now we are going to refine some of those numbers. The most important one to get right is the value of
your house. The reason this matters is that the value of your house determines which options are actually
available to you. If you have equity, you have one set of options. If you do not have equity, you have a
different set of options. If you have negative equity, meaning you owe more than the house is worth, you
have a third set of options. Each of these is a completely different game, and you cannot play the right
game until you know which one you are in.

To get a reasonable estimate of your home value, you have a few options. The least accurate is to look at
Zillow or Redfin or one of those big websites. Those estimates are usually pretty far off, especially in
Texas, because they do not have access to our MLS data and they are guessing based on incomplete
information. The most accurate is to get a real broker price opinion or a comparative market analysis from
a local agent who knows your neighborhood. Many of us will do this for free, with no obligation,
especially for someone in your situation. You can also pay for a formal appraisal, which is the most
accurate of all, but it usually costs a few hundred dollars.

If you call a local agent and ask for a comparative market analysis, here is what they will do. They will
pull up the homes that have sold near you in the last few months, find the ones that are most similar to
yours in size and condition and lot, and adjust the values for differences. They will give you a range,
usually with a low end and a high end, of what your house would likely sell for if you put it on the market
today. This is real information based on real recent sales, and it is exactly what you need.

While you are at it, ask the agent for the same analysis but for a quick cash sale instead of a traditional
sale. The cash sale number will be lower, usually by ten to twenty percent, because cash buyers are
looking for a discount in exchange for speed and certainty. You want both numbers, because depending on
your timeline, you may need one or the other.

Now you have a real value for your house. Subtract from that value the unpaid balance of your mortgage,
plus any second mortgage, plus an estimate for closing costs and agent commissions if you sold it
traditionally. That number, positive or negative, is your equity. If it is positive, you have options that
involve selling and walking away with money. If it is zero or close to zero, you have options that involve
selling without making money but also without owing anything. If it is negative, you have options that
involve negotiating with the lender to accept less than what is owed.

I want to point out something that surprises a lot of homeowners. Even people who are deep in
foreclosure often have equity in their home. Not always, but more often than you would think. The market
has been strong in most of Texas for many years now. Homes that were purchased five or ten years ago
are usually worth significantly more today than the unpaid balance on the mortgage. If you bought your
home recently or you have refinanced and pulled cash out, you may have less equity, but you should still
check. Do not assume.

I had a client last year who was three months behind on her mortgage and was convinced she was going
to lose everything. She came to me asking how to get her stuff out of the house before the auction. We ran
the numbers and found out she had over sixty thousand dollars of equity in her property. We sold the
house in three weeks, paid off the mortgage and all the back payments and fees, and she walked away
with a check that was enough to put her in an apartment with savings for the first time in her adult life.
She had no idea the equity was there. She had been assuming for months that she had nothing.

I tell that story not to make any promises, because every situation is different. I tell it because the
assumption that you have nothing is often wrong, and you owe it to yourself to find out for sure before
you make any decisions.



The other thing you need to do in this honest conversation is decide what you actually want. This sounds
obvious, but it is not. Some homeowners want to keep the house at almost any cost. Others have already
emotionally moved on and just want to get out without damage. Others want to keep the house if they
can, but they are open to selling if keeping it is not realistic. Each of these is a legitimate goal, and the
right strategy depends on which one is yours.

Ask yourself these questions. If I could keep this house and make the payments comfortably going
forward, would I want to? Or am I already thinking about somewhere else? Is this house tied to memories
I want to preserve, or memories I want to leave behind? If I sold this house and walked away with some
money, would that feel like a relief or like a loss? If I had to choose between keeping the house and
keeping my credit, which would I choose? If I had to choose between keeping the house and keeping my
marriage or my mental health, which would I choose?

There are no wrong answers to these questions. The answers depend on you, on your family, on your
stage of life, on a hundred personal factors that nobody else can weigh for you. But you need to know
your answers before you start exploring options, because every option has a tradeoff, and you need to
know which tradeoffs you are willing to make.

Once you have the financial picture and you have your own goals clear in your head, you are ready to
start looking at the actual paths forward. That is what the rest of this book is about. We will look at the
options that involve keeping the house. We will look at the options that involve selling the house. We will
look at the options that involve walking away. And for each one, I will tell you what it really looks like,
what it really costs, and who it really works for.

But first, in the next chapter, we are going to talk about your lender. Because no matter which path you
end up choosing, your lender is going to be part of the picture, and understanding how they think is going
to make every conversation easier.



Chapter 3: How Lenders Actually Think

If you want to understand your options in foreclosure, you have to understand the lender. Not in a vague
way, but in a real way, because the lender is going to make a lot of decisions about your file in the coming
weeks and months, and those decisions are going to be driven by things that have very little to do with
you personally.

Let me start with the most important thing. The person you talk to at the lender is not the person who
makes decisions about your file. I cannot tell you how many homeowners I have worked with who got
into a friendly conversation with someone at the call center and walked away thinking they had an
understanding. Then a week later something completely different happens, and the homeowner is
confused and frustrated. The call center person was probably being honest, but they do not have authority
over your file. The authority is somewhere else in the building, or more accurately, in a software system
that is making decisions based on rules that the call center person does not even fully understand.

So when you call your lender, you are not negotiating with a human being in any meaningful sense. You
are submitting information that gets entered into a database, and the database is what makes the decisions,
based on programs that the lender has set up and rules that come from somewhere upstream of the lender,
like Fannie Mae, Freddie Mac, the VA, or the FHA. Knowing this changes the way you should approach
every conversation. You are not trying to convince anyone of anything. You are trying to get accurate
information into the database so the software can run the right calculations.

Here is the other thing that surprises a lot of homeowners. Your lender does not necessarily want your
house. I know that sounds backward, because the whole foreclosure process is the lender taking the
house. But the lender did not get into the lending business to own houses. The lender got into the lending
business to collect interest payments on money it loaned out. When your loan goes into foreclosure and
the lender ends up owning the house, that is actually a problem for the lender, not a victory. They now
have an asset they have to manage, list, sell, maintain, insure, and take a loss on.

Foreclosure is expensive for lenders. Industry estimates put the cost of a typical foreclosure at somewhere
between forty thousand and seventy thousand dollars, after you add up the legal fees, the lost interest, the
property maintenance, the discount the lender has to take when they finally sell the house, and the staff
time involved in managing the process. Lenders know this. They are not eager to foreclose if there is
another way to recover their money.

This is the foundation of every loss mitigation conversation you might have. The lender has options other
than foreclosure, and many of those options are better for the lender than foreclosure is. The lender will
not always offer these options to you. You sometimes have to ask for them. But they exist, and the lender
has incentives to use them if you can make a credible case that you can hold up your end.

Let me walk you through the main programs that lenders use.

The first one is called a forbearance. Forbearance is when the lender agrees to let you skip or reduce
payments for a defined period of time, usually three to six months, sometimes longer. At the end of the
forbearance period, you have to come up with a plan to deal with the payments you missed. Sometimes
you add them to the end of the loan, sometimes you pay them back in installments, sometimes you do
what is called a deferral where they get added to the principal balance and you pay them off when you sell
or refinance. Forbearance is typically used for short-term hardships, like a job loss that you expect to
recover from, or a medical issue that has a clear endpoint.



The second option is called a loan modification. This is when the lender actually changes the terms of
your loan to make it more affordable. They might lower the interest rate, extend the term, add the missed
payments to the back of the loan, or in some cases reduce the principal balance, although that last one is
rare. The result is a new monthly payment that you can actually afford. Loan modifications are typically
used for long-term hardships, where the change in your situation is permanent or at least extended.

The third option is called a repayment plan. This is the simplest one. You agree to pay your regular
monthly payment plus a little extra each month for a defined period, until you have caught up on the
missed payments. Repayment plans work when you can afford your regular payment again but you need
time to catch up on what you missed.

The fourth option is called a deed in lieu of foreclosure. This is where you voluntarily sign the house over
to the lender, and in exchange the lender agrees not to foreclose. The advantage to you is that it is less
damaging to your credit than a foreclosure, and there is no public auction. The disadvantage is that you
lose the house and you do not walk away with any money, even if you had equity. Lenders usually only
accept deed in lieu when they believe a foreclosure would result in a similar or worse outcome for them,
so this option is most common with underwater properties or properties in poor condition.

The fifth option is called a short sale. This is when the lender agrees to let you sell the house for less than
what you owe, and the lender takes the proceeds and either forgives the rest or, in some cases, requires
you to sign a promissory note for the difference. Short sales involve a real estate agent, real buyers, and
real market conditions. They take time and they require a lot of paperwork, but they can be a good option
for homeowners who are underwater and need to walk away cleanly.

The sixth option, and the one most lenders will not bring up unless you push for it, is a traditional sale
where you simply sell the house on the open market, pay off the lender in full, and walk away with
whatever equity is left. This is not a loss mitigation program. This is just selling your house. But it is the
right answer for many homeowners in foreclosure, especially in markets like Texas where home values
have risen significantly. The lender does not have to approve this because they are getting paid in full at
closing.

Now, here is where it gets complicated. Different lenders handle these programs differently. Loans backed
by Fannie Mae or Freddie Mac have one set of rules. Loans backed by the VA have another set. FHA
loans have yet another set. Private loans, sometimes called portfolio loans because the lender keeps them
on its own books, can have their own rules that vary lender to lender.

When you call your lender, one of the first things they should tell you is what kind of loan you have. If
they do not volunteer that, ask. Ask whether your loan is owned by Fannie Mae, Freddie Mac, FHA, VA,
or another investor. The answer determines which programs you are eligible for and what the timelines
look like.

You also need to know what a loss mitigation application looks like. Every lender has one, and they all
want similar information. They want a hardship letter explaining what happened. They want recent pay
stubs or proof of income. They want bank statements. They want a budget showing your income and
expenses. They want recent tax returns. Some want a list of your other debts and assets. The packet is
usually thirty or forty pages of forms and supporting documents.

The biggest mistake homeowners make with these applications is sending them in incomplete. The lender
will not call you back to ask for the missing pieces. The application will just sit there, marked incomplete,
while the foreclosure clock keeps ticking. You can be doing everything you think you are supposed to be



doing, and the lender will still move forward with the foreclosure because your application was never
officially considered.

So when you send in an application, make a complete copy of everything. Send it certified mail with
return receipt, or upload it through the lender's portal and screenshot every step. Call a few days later to
confirm receipt, and ask whether anything is missing. Get the name of the person you spoke with. Make
notes of every conversation. This is your file. You are the project manager.

I have one more thing to say about lenders, and this is important. When you are dealing with the lender,
never lie, never make promises you cannot keep, and never go silent. Lying gets caught eventually, and
once it is caught the lender stops trusting anything you say. Promising payments you cannot make leads to
broken agreements, which makes the lender less willing to work with you. Going silent makes the lender
assume the worst and accelerate the foreclosure.

What you should do instead is be honest about what happened, be realistic about what you can do, and
stay in regular contact. If you are going to miss a deadline, call them before the deadline and tell them. If
your situation changes, update them. Treat it like a business relationship, because that is what it is.

The lender is not your enemy, even though it can feel that way. The lender is a business with a problem,
and you are a homeowner with a problem, and you are both trying to figure out the best way to resolve the
situation. If you can approach it that way, you will have better conversations and better outcomes.

In the next chapter, we are going to look at the options for keeping the house, in more detail, so you can
figure out whether any of them make sense for your situation.



Chapter 4: Options for Keeping the House

For a lot of homeowners, the first instinct is to do whatever it takes to keep the house. That instinct makes
sense. The house is home. It is where your kids grew up, or where you raised a family, or where you
finally felt like you had made it. The thought of leaving it behind feels like losing a piece of yourself.

I respect that feeling, and I want to walk you through the options that exist for keeping the house. But |
also want to be straight with you, because not every homeowner can keep the house, and chasing that goal
past the point where it makes sense can cost you in ways that matter more than the house itself.

Let us go through the options one by one.

The first option is to catch up on the missed payments yourself. This is called reinstatement. You write a
check for all the past due payments, plus late fees, plus any legal fees the lender has already incurred, and
the loan goes back to current. You go back to making your regular monthly payment, and the foreclosure
is over. This is the cleanest option if you can do it.

The question is whether you can. To reinstate, you usually need to come up with several months of
payments at once, sometimes plus a few thousand dollars in fees. If you are in foreclosure because you
ran out of money, then by definition you do not have a big chunk of money sitting around. But some
homeowners can borrow from family, take a loan from a retirement account, sell a vehicle or other asset,
or otherwise pull together a one-time lump sum. If that is realistic for you, reinstatement should be your
first consideration.

A word of caution. Make sure that whatever you do to come up with the reinstatement money does not
just delay the problem. If you take a loan from your 401k and you cannot pay it back, you have created a
new problem on top of the old one. If you borrow from family and you cannot pay them back, you have
damaged a relationship that matters more than the house. The reinstatement only works if it actually fixes
the underlying problem, which means you need to be confident that you can make the regular payments
going forward. If you are not confident about that, reinstatement is probably not the right move.

The second option is a forbearance plan, which I introduced briefly in the last chapter. Let me go deeper
here.

Forbearance is best suited for short term hardships with a clear end date. Examples include a job loss
where you have realistic prospects to find a new job within a few months, a medical issue where you
expect to be back at work after recovery, a temporary income disruption that you can document, or a
natural disaster recovery situation. The lender wants to see that the hardship is temporary, not permanent.

When you apply for forbearance, the lender will ask for documentation of the hardship and your current
financial situation. They will typically grant a forbearance of three to six months, with the possibility of
extension if the hardship continues. During the forbearance period, you either make no payments or make
reduced payments, depending on the terms.

The big question with forbearance is what happens at the end. There are usually four ways the missed
payments get handled, and you need to understand which one your lender is offering before you sign
anything.



The first is a lump sum repayment, where you owe all the missed payments at the end of the forbearance
period. This is the worst option for most homeowners, because if you could not afford the payments
during the forbearance, you probably cannot afford to pay them all at once at the end. Avoid this if you
can.

The second is a repayment plan, where the missed payments get spread out over a defined period after the
forbearance ends, and you pay your regular payment plus a portion of the missed payments each month
until you catch up. This works if you can afford the increased payment.

The third is a deferral, where the missed payments get added to the end of the loan as a non-interest-
bearing balance that becomes due when you sell or refinance. This is the friendliest option, because your
monthly payment goes back to normal and you do not have to deal with the deferred balance until
something else triggers it.

The fourth is a loan modification at the end of the forbearance, where the lender restructures the loan to
incorporate the missed payments and create a sustainable new payment going forward.

Make sure you know which of these options applies to your forbearance before you accept it. Get it in
writing. [ have seen too many homeowners who thought they had a deferral and then got hit with a lump
sum demand at the end of the forbearance period.

The third option is a loan modification. This is one of the most powerful tools in the loss mitigation
toolbox, and it deserves a section of its own.

A loan modification permanently changes the terms of your existing loan. The lender does not give you a
new loan. They just rewrite the terms of the one you have. The most common changes are extending the
term to lower the monthly payment, lowering the interest rate, adding the missed payments to the
principal balance and recasting the loan, or in rare cases reducing the principal balance.

To qualify for a loan modification, you typically need to show the following. A hardship that has caused
you to fall behind, ideally documented with paperwork like a layoff notice or a medical bill. Current
income that is sufficient to make a modified payment, even though it is not enough to make the original
payment. A budget that shows the modified payment is sustainable for you going forward. A history of
homeownership where you have generally been a responsible borrower.

The lender will calculate a target monthly payment based on a ratio of your gross monthly income,
usually somewhere around thirty-one percent. If the modified payment hits that target and is sustainable,
the modification is likely to be approved. If your income is too low to support even a modified payment at
that ratio, the modification may not be possible.

Loan modifications take time. From the day you submit a complete application, it typically takes two to
four months to get an answer. During that time, if you have not already received a Notice of Sale, the
foreclosure process pauses. If you have already received a Notice of Sale, things get more complicated,
and you may need a lawyer to make sure the sale does not proceed while your application is being
reviewed.

There is a federal regulation that says if you submit a complete loss mitigation application more than
thirty-seven days before a scheduled foreclosure sale, the lender is not allowed to proceed with the sale
until they have made a decision on your application. This is called the dual tracking prohibition, and it is a



major protection for homeowners. Use it. If you have a sale date and you submit your application in time,
the sale should be postponed.

The fourth option for keeping the house, and one that is less commonly discussed, is refinancing the loan
with a different lender. If you have equity in your home and your credit has not been too badly damaged
yet, you might be able to refinance with a new lender that pays off your current lender entirely. This gives
you a fresh start with new terms.

The challenge with refinancing while in foreclosure is that most traditional lenders will not refinance a
loan that is delinquent, and most will not refinance someone whose credit has recent late payments. So
refinancing usually only works if you catch the situation early, before your credit has been too damaged,
or if you have substantial equity that makes you attractive even with bad credit.

There are also some non-traditional lenders, sometimes called hard money or private money lenders, who
will refinance based on the equity in the property rather than your credit. These loans usually have higher
interest rates and shorter terms, sometimes only one or two years, with the expectation that you will
refinance again into a traditional loan once your credit recovers. This can be a useful bridge in the right
circumstances, but the terms are not friendly, and you need to be very careful that you can actually make
the payments on the bridge loan and that you have a realistic plan to refinance again at the end.

A fifth option that comes up occasionally is having someone else, like a family member, buy the house
from you and rent it back to you, with an option to buy it back later. This is sometimes called a sale-
leaseback. It can work when there is a family member or close friend who has the resources and the trust
to participate. It rarely works with strangers or with companies that advertise this kind of arrangement,
because the terms tend to be predatory and the homeowner often ends up losing both the house and any
money they put into the deal. If a stranger offers you a sale-leaseback, walk away. If a family member
offers and you trust them and the numbers make sense, it can be a real solution.

Now I want to address the question that homeowners sometimes ask, which is whether you can just file
for bankruptcy to stop the foreclosure. The short answer is yes, sort of, but it is not a long term solution
by itself.

Filing for bankruptcy triggers an automatic stay, which immediately stops the foreclosure process. The
lender cannot proceed with the sale while the bankruptcy is active. This can buy you time, sometimes a
lot of time, especially with Chapter 13 bankruptcy, which is a reorganization that lets you pay off debts
over three to five years.

But bankruptcy is not a magic stop button. The lender can ask the bankruptcy court for what is called
relief from stay, which means permission to proceed with the foreclosure even though you are in
bankruptcy. If you are not making payments during the bankruptcy and you have no plan to make
payments, the lender will usually get that relief. The foreclosure restarts and the sale happens.

In a Chapter 13, you can include the missed mortgage payments in the bankruptcy plan and pay them off
over the life of the plan, which is three to five years. This can let you keep the house and catch up on
payments through the bankruptcy. But you have to be able to make your regular monthly mortgage
payment going forward, plus the bankruptcy plan payment, plus your other expenses. If you cannot afford
all of that, bankruptcy will not save the house. It will just delay the inevitable while you spend money on
legal fees.



Bankruptcy is a serious decision with significant long-term consequences. Talk to a bankruptcy attorney
before you file. Most will offer a free or low-cost initial consultation. Do not file just to stop the
foreclosure unless you have a realistic plan to deal with the underlying debts.

There is one more thing I want to mention in this chapter, and that is what to do if you have a second
mortgage or a home equity line of credit on top of your first mortgage. These are separate liens, and they
have to be dealt with separately. You can work out a loan modification with your first mortgage holder
and still have problems with the second. The second lien holder might be willing to settle for a discount,
especially if there is little or no equity left to cover their lien, but you usually have to ask. Do not assume
the second lien will just go along with whatever you work out with the first.

So to summarize this chapter. Keeping the house is possible in many situations, but it requires a clear-
eyed assessment of whether you can really afford to keep it long term. The options include reinstatement,
forbearance, loan modification, refinancing, and sale-leaseback arrangements with family. Bankruptcy
can pause the process but is not by itself a solution. Each of these options has tradeoffs and requirements,
and you need to know which one fits your situation.

If after reading this chapter you are pretty sure that keeping the house is the right goal for you, the next
steps are to gather your documents, contact the lender's loss mitigation department, and submit a complete
application. Keep careful records of everything. Be patient but persistent. And get help from a HUD-
approved housing counselor if you want a free advocate in your corner.

If after reading this chapter you are starting to think that keeping the house might not be the right answer,
the next chapters are going to walk you through what selling looks like, both traditionally and in
distressed situations. There is no shame in selling. For many homeowners, it is the cleanest path to a
better future.



Chapter 5: Selling the House the Right Way

I want to start this chapter by saying something that might surprise you. Selling your house is not failure.
It is not giving up. For a lot of homeowners I have worked with, selling was the smartest financial move
they ever made, and they walked out of the situation in a much better position than they would have been
in if they had clung to the house.

The reason this is hard for homeowners to hear is that there is a story we tell ourselves about real estate,
which is that owning is always better than renting and that selling at the wrong time is always a mistake.
Sometimes those things are true. Sometimes they are not. The right answer depends on your specific
situation, and you have to be willing to look at it honestly.

Let me lay out the case for selling. If you have equity in your home, selling allows you to extract that
equity in cash. Depending on the amount, that cash can be the foundation of your next chapter. It can pay
off other debts, fund a deposit on a rental, cover moving expenses, leave you with savings, or all of the
above. Equity that stays trapped in a house heading toward foreclosure does you no good. Equity that you
pull out in a clean sale is real money you can use.

Selling also protects your credit much better than foreclosure does. A foreclosure typically takes one
hundred fifty to two hundred fifty points off your credit score, and it stays on your credit report for seven
years. Even after that, certain lenders will be hesitant to work with you for longer than that. A sale, even a
quick or distressed sale, does not show up as foreclosure on your credit report. It just shows that you paid
off your mortgage, which is what every successful sale does.

Selling also gives you control over the timeline. You decide when to list, when to accept an offer, when to
close, and when to move out. In a foreclosure, the lender decides those things, and they tend not to be
considerate about your situation.

Now let me walk you through what selling actually looks like, depending on which path you take.

The first path is the traditional sale on the open market through a real estate agent. This is what most
homeowners think of when they think of selling a house. You list the property on the Multiple Listing
Service, which is the database that real estate agents use. The property gets marketed to buyers and other
agents. Showings happen, offers come in, you accept one, the buyer arranges financing and inspections,
and eventually you close.

The advantages of a traditional sale are that you typically get the highest price, you have a pool of
potential buyers competing for your house, and you have a professional managing the process for you.
The disadvantages are that it takes time, usually anywhere from a few weeks to a few months, and during
that time the foreclosure clock is still ticking.

If you have enough time before a foreclosure sale, a traditional sale is usually the right answer for
homeowners with equity. The agent commission costs you about five to six percent of the sale price in
most cases, but you typically make that back and more in the higher sale price compared to other options.
If you are interviewing agents, look for someone who has worked with homeowners in foreclosure before.
They will know how to communicate with your lender, how to manage the timeline, and how to handle
the complications that come up.



The second path is a quick cash sale to an investor. There is a whole industry of buyers, sometimes called
wholesalers or flippers or cash buyers, who specialize in buying homes quickly. They typically offer
below market value, often somewhere between sixty and eighty percent of what the house would sell for
traditionally. In exchange, they close fast, often in two weeks or less, they buy the house as is so you do
not have to make any repairs or even clean, and they take care of the paperwork.

This path makes sense in some situations. If you do not have time for a traditional sale before the
foreclosure auction, a cash sale might be the only realistic option to get out with any equity. If your house
needs significant repairs that you cannot afford to make, a cash sale takes that problem off the table. If
you want certainty and a fast close, cash buyers can deliver that.

The downside is the price. You leave money on the table when you sell to a cash buyer. Sometimes a lot
of money. So if you have time for a traditional sale, that is almost always the better financial choice.

I want to be very honest with you about cash buyers, because there are good ones and bad ones in this
industry. The good ones are real businesses with track records, who pay fair prices given the speed and
certainty they offer, who close on time, and who do what they say they will do. The bad ones tie up your
property with contracts that have escape clauses, try to renegotiate at the last minute, drag out closings,
and sometimes are not really buying at all but just trying to assign the contract to someone else.

If you are going to sell to a cash buyer, here are the questions to ask. Are you the actual buyer, or are you
assigning this contract to someone else? Show me your proof of funds before I sign anything. How many
properties have you closed on in the last year, and can you give me references? What is your timeline, in
writing, and what happens if you do not close on that timeline? Are you willing to put up earnest money
that I get to keep if you back out?

A legitimate cash buyer will answer all of those questions readily. If you get evasive answers or pushback,
walk away.

The third path is what I would call a hybrid approach. This is where you list the house on the open market
with an agent, but with the understanding that you may need to accept a quick sale offer if a traditional
buyer does not come through in time. In this scenario, the agent markets the property, takes the traditional
offers, and also evaluates any cash offers that come in. You make the decision based on the best
combination of price and timeline at each point in the process.

This approach gives you the best of both worlds in the right market. If a traditional buyer comes through
at a strong price, you take it. If not, you have cash offers to fall back on. It requires an agent who is
comfortable working both sides of the market, but for homeowners with limited time, it can be the right
approach.

Now let me talk about pricing your house. This is where I see homeowners make the biggest mistakes, in
either direction.

Some homeowners overprice. They are emotionally attached to the house, or they have a number in their
head that they need to walk away with, and they list at that number even though it does not reflect the
market. The house sits, the days on market pile up, and eventually they end up dropping the price multiple
times. By that point, buyers and agents see a stale listing and assume there is something wrong with the
property, and the final sale price is often lower than it would have been if the seller had priced it right
from the start.



Other homeowners underprice. They are in a hurry, or they are scared, or they do not trust the market, so
they list low and hope for a fast sale. They get the fast sale, but they leave thousands or tens of thousands
of dollars on the table that they could have collected with a slightly higher price.

The right price is the one supported by the data. Your agent should be able to show you recent comparable
sales, current active listings, and pending sales in your area. The right price is in line with what
comparable houses have actually sold for recently, adjusted for differences in size, condition, and lot.

There is a lot of psychology in pricing too. A house priced at three hundred ninety-nine thousand will get
more attention than a house priced at four hundred one thousand, even though the difference is only two
thousand dollars, because buyers search in brackets and the lower price is in a different bracket. Your
agent should think about these things and price accordingly.

Now let me talk about preparing the house for sale. In a normal market with a normal timeline, the
homeowner would do a lot of things to maximize the sale price. Fresh paint, professional staging, deep
cleaning, minor repairs, professional photography. All of these add value and help the house sell faster
and for more money.

But you may not have time or money for all of that, and that is okay. Here is what matters most, in order
of priority.

First, clean the house. Even if you do nothing else, a clean house shows better than a dirty one. If you can
hire a cleaner for a day, do it. If you cannot, do it yourself. Pay particular attention to kitchens and
bathrooms. Buyers care most about those rooms.

Second, declutter. Take out everything you can. Family photos, personal items, excess furniture. The
house should feel as open and spacious as possible. If you have a garage or storage space, fill it with
whatever you can move out.

Third, address any obvious safety issues. A loose railing, an exposed electrical wire, a broken step. These
things show up in inspections anyway, and they make the house look neglected to buyers walking
through.

Fourth, do cheap cosmetic fixes. Paint over scuffs and marks if you can. Replace burned out light bulbs.
Make sure light fixtures and switches work. If a door does not close right, fix it.

Beyond these basics, do not put money into major repairs or upgrades unless your agent specifically
recommends them based on what is going to make the house more sellable. The return on investment for
major repairs in a quick sale situation is usually poor, and you are better off pricing the house to reflect its
current condition and letting buyers handle the work themselves.

If you are selling as is, which many homeowners in foreclosure end up doing, make sure the listing makes
that clear. Buyers who are willing to buy as is are a specific subset of the market, and you want to attract
them rather than waste time with buyers who expect a turnkey property.

Now let me talk about the closing process. Once you have an accepted offer, there are usually a few
weeks before closing where things have to happen. The buyer applies for financing if they are not paying



cash, an inspection happens, an appraisal happens, the title company does its work, and various
documents get prepared.

If you are in foreclosure, you need to keep the lender informed. The lender will want documentation that
the sale is in progress. If the sale will close before the foreclosure auction date, the lender will usually
postpone the auction. If the sale is taking too long, the lender may proceed with the auction even though
you are working on a sale. You need to be in regular communication with the lender, sending them the
sales contract, the appraisal, the closing disclosure when it is ready, and any other documentation they ask
for.

The closing itself is usually straightforward. You sign a stack of documents, the buyer signs a stack of
documents, the title company collects the buyer's money, pays off the lender, pays the agents and other
parties involved, and gives you a check for whatever is left over. That check, if there is one, is your
equity, and it is yours to use however you choose.

A few final pieces of advice for selling.

Be honest in your disclosures. Texas requires sellers to fill out a Seller Disclosure Notice listing known
defects and issues with the property. Do not hide things. Disclosed problems can be addressed in the
transaction. Hidden problems become lawsuits later.

Get legal advice if anything looks complicated. Most sales in Texas do not need a lawyer because the title
company handles the paperwork. But if your situation involves a divorce, an estate, a deed issue, a tax
lien, or any other unusual factor, get an attorney involved early. Real estate attorneys often charge less
than you might think for these consultations, and a few hundred dollars in legal fees can save you
thousands in problems.

Do not stop making payments without a plan. Some homeowners stop paying the mortgage as soon as
they decide to sell, thinking they will just use the sale proceeds to catch up. This can work if the sale
closes quickly, but if it takes longer than expected, you can end up deeper in foreclosure than you started.
If you are making payments, keep making them until you have a closing date.

And finally, do not let perfect be the enemy of good. The best sale is not always the highest price. The
best sale is the one that closes on time, takes care of your obligations, and leaves you in a position to
move forward. Sometimes accepting an offer that is a few thousand dollars below your ideal number is
the right choice because it removes risk from your situation.

In the next chapter, we are going to talk about short sales, which is a specific type of sale for homeowners
who owe more than the house is worth. It is a different process with different challenges, and it deserves
its own discussion.



Chapter 6: Short Sales Explained

A short sale is one of the most misunderstood transactions in real estate. The name itself is confusing.
Most homeowners hear short sale and think it means a sale that happens quickly. It does not. A short sale
is when the lender agrees to accept less than what is owed on the mortgage as full satisfaction of the debt.
The sale is short, meaning short of the full payoff, not short in time. In fact, short sales often take longer
than traditional sales, not shorter.

You need a short sale when two things are true. First, you owe more on the mortgage than the house is
worth, or so close to it that there is no equity to cover the costs of selling. Second, you cannot afford to
bring money to closing to make up the difference, so the lender has to either accept less or get nothing.

This is the underwater situation that I talked about earlier in the book. Underwater means the loan balance
plus the closing costs of a sale exceed the value of the property. In that situation, a traditional sale is not
possible without you bringing cash to closing, because the proceeds of the sale will not pay off the loan. A
short sale solves this by having the lender voluntarily accept less than the full balance.

Why would a lender ever agree to this? Because the alternative is worse. If you do not sell, the lender has
to foreclose. Foreclosure costs the lender a lot of money. By the time you add up legal fees, lost interest,
property maintenance during the foreclosure process, and the discount the lender has to take when they
finally sell the property as a real estate owned listing, the lender is usually better off accepting a short sale
than going through foreclosure.

So in many cases, lenders are willing to consider short sales, but the process is bureaucratic, slow, and full
of documentation requirements. You need to know what you are getting into before you decide this is the
right path.

Let me walk you through how a short sale typically works.

The first step is to get a real estate agent involved. Specifically, you want an agent who has done short
sales before and understands the process. A general agent who has never handled one is going to be in
over their head, and the transaction is going to suffer. Ask any agent you are considering how many short
sales they have closed, what lenders they have worked with, and how long their typical short sale took.
The answers will tell you whether they really know what they are doing.

The agent will help you list the property at a price that reflects the current market value, which is what the
lender will eventually require. The agent will also help you put together a short sale package to submit to
the lender. This package typically includes a hardship letter explaining why you cannot continue making
payments, financial documentation including pay stubs, bank statements, and tax returns, a budget
showing your income and expenses, an authorization form allowing the agent and the lender to
communicate with each other, and a comparative market analysis showing the value of the property.

You submit this initial package to the lender even before you have a buyer. The lender uses it to determine
whether you qualify for a short sale based on your financial hardship. If they preliminarily approve, the
property gets listed and you start receiving offers.

When you receive an offer that you want to accept, the offer goes to the lender for approval, along with an
updated short sale package. The lender will order what is called a Broker Price Opinion or BPO, which is



an evaluation of the property's value by a real estate professional that the lender hires. The BPO
determines whether the lender thinks the offered price is fair. If the offered price is below what the BPO
shows, the lender may counter at a higher price or reject the offer entirely.

This back and forth between the lender and the buyer, mediated by the agents and the listing agent, can
take weeks or months. Buyers who are not experienced with short sales sometimes get frustrated and walk
away during this period. So when you list a property as a short sale, your agent should be screening offers
for buyers who understand the timeline and have the patience to see it through.

Eventually, the lender either approves the sale, counters with different terms, or denies it. If they approve,
you proceed to closing more or less like a traditional sale, with the lender taking the proceeds at closing as
payment in full or as agreed upon partial payment.

If the lender denies the short sale, you are back to looking at other options, including foreclosure if
nothing else works.

Now let me talk about the things that can complicate a short sale.

If you have a second mortgage or home equity line of credit, that lender also has to approve the short sale,
because they are also taking less than what they are owed. Second lien holders sometimes balk at this,
especially if they are getting little or nothing from the proceeds. They may demand cash on the side from
someone, which can blow up the deal. Working with experienced short sale negotiators who know how to
deal with second lien holders is critical.

If your loan is insured by Private Mortgage Insurance, the PMI company also has to approve the short
sale. They may demand a contribution from you in exchange for their approval, often in the form of a
promissory note that you pay back over time. This is something you should know about before you accept
any short sale terms.

If your loan is backed by Fannie Mae or Freddie Mac, they have their own short sale program with
specific guidelines about what is allowed. The same is true for FHA, VA, and other types of loans. The
program your loan belongs to will determine what kinds of short sales are possible.

The most important thing to understand about short sales is what happens to the deficiency. The
deficiency is the difference between what you owed and what the lender accepted. So if you owed two
hundred thousand and the lender agreed to accept one hundred sixty thousand, the deficiency is forty
thousand dollars.

In some cases, the lender forgives the deficiency completely. This is the best outcome for you. The
mortgage is paid off, the lien is released, and you walk away owing nothing more.

In other cases, the lender requires you to sign a promissory note for some or all of the deficiency, meaning
you still owe them the difference but on different terms. This is a worse outcome for you, because you
still have debt hanging over your head.

In other cases, the lender retains the right to come after you for the deficiency later, even if they do not
require you to sign anything at closing. This is the worst outcome, because you could get a collection
notice years later for an amount you thought was forgiven.



Texas has specific laws about deficiency judgments, and they are generally homeowner friendly. In Texas,
after a foreclosure sale, the lender has limited time to file for a deficiency judgment, and the calculation of
the deficiency must use fair market value rather than the foreclosure sale price. After a short sale, the
situation depends on what was agreed to in the short sale agreement, which is why it is so important to
understand and negotiate the deficiency treatment as part of the short sale process.

You should also be aware of the tax implications. Forgiven debt is generally considered taxable income
by the IRS. So if the lender forgives forty thousand dollars of debt in a short sale, you might owe income
tax on that forty thousand dollars, depending on your situation. There are exclusions and exceptions,
especially for forgiven debt on a primary residence under certain circumstances, but you need to talk to a
tax professional about your specific situation before you assume you will not owe taxes.

I know this all sounds complicated, and it is. Short sales are not for the faint of heart. They require
patience, good professional help, and clear-eyed understanding of what you are giving up and what you
are getting.

But for homeowners who are underwater and need to walk away, a short sale is often the best alternative
to foreclosure. It is less damaging to credit, it can preserve some dignity and control over the timeline,
and it can put a clean end to a difficult chapter.

If you are considering a short sale, here are the questions to ask yourself before starting. Am I really
underwater, or do I just think I am? Get a real value estimate first. Do I have the patience to deal with a
process that may take three to six months or longer? Am I willing to work closely with a knowledgeable
agent and provide all the documentation that lenders will require? Am I prepared for the possibility that
the short sale could be denied and I would have to consider other options? Do I understand the credit,
deficiency, and tax implications, and have I gotten professional advice on those?

If you can answer yes to all of those, a short sale may be the right path. If not, slow down and think more
carefully about whether this is really the option for you, or whether another approach makes more sense.

I want to share one short sale story before we move on. I worked with a couple a few years ago who had

bought their house at the peak of the market and were significantly underwater when the husband lost his
job. They tried for a loan modification and got denied. They tried to refinance and got denied. They were
down to their last few thousand dollars and the foreclosure was three months out.

We listed the house as a short sale at a price that reflected the actual market value, which was about thirty
thousand dollars less than they owed. Within a few weeks, we had an offer that the lender approved. The
closing took another two months because of various back and forth with the lender's loss mitigation
department, but eventually we got to the table.

The lender agreed to forgive the deficiency entirely as part of the short sale, partly because the couple had
documented hardship and partly because the alternative was a foreclosure that would have cost the lender
even more. At closing, the couple walked away owing nothing, with their credit damaged but recovering,
and they were able to rent a smaller place that fit their reduced budget. Two years later, they were on solid
footing financially, and they bought another house. The short sale, while it was on their credit, did not
prevent them from being able to buy again once they had recovered.

That story does not represent every short sale, but it represents what is possible when the situation is
approached correctly and you have the right help. In the next chapter, we are going to talk about deed in



lieu of foreclosure, which is another option for homeowners who cannot keep the house and cannot make
a sale happen.



Chapter 7: Deed in Lieu and Other Lender Exits

Sometimes a homeowner reaches a point where keeping the house is impossible, selling is not realistic for
one reason or another, and the foreclosure auction is approaching. In those situations, there is one more
option to discuss with the lender, which is the deed in lieu of foreclosure.

The name sounds formal, and it is. Deed in lieu means you give the deed to the lender in lieu of going
through foreclosure. You voluntarily sign the house over to them, they accept it, and the foreclosure
process ends. You move out, the lender takes ownership of the property, and the matter is closed.

For some homeowners, this is a reasonable outcome. It avoids the public spectacle of a foreclosure
auction. It is faster than a foreclosure. It is somewhat less damaging to credit, though not by as much as a
successful sale would be. It allows for a more dignified exit than waiting for the sheriff to remove you.

But deed in lieu is not always available, and it is not always the right choice even when it is available. Let
me walk you through what to consider.

The first thing to understand is that the lender has to agree to accept the deed in lieu. You cannot just sign
the deed over without their cooperation. They have specific criteria for when they will accept a deed in
lieu and when they will not.

Lenders generally accept deed in lieu when the property has a clear title, meaning no other liens that the
lender would inherit by taking the property, when the property is in reasonable condition and not
abandoned or damaged, when the borrower has demonstrated genuine hardship and there is no realistic
path to keeping the loan current, and when the alternative is a foreclosure that would cost the lender more
than just accepting the deed.

Lenders typically do not accept deed in lieu when there are second liens on the property that would
survive the transfer, when the property has condition issues that would make it difficult to resell, when
there is reasonable evidence that the borrower could have continued making payments but chose not to, or
when the property has significant negative equity that would result in a substantial loss for the lender.

If you have a second mortgage or a home equity line, deed in lieu becomes much more complicated
because the first lien holder usually will not accept the deed if the second lien stays attached to the
property. You would have to negotiate a release with the second lien holder before the first lien holder will
consider a deed in lieu. This is similar to the second lien complication in a short sale, and it often requires
the same kind of expert negotiation.

The second thing to understand is that not all deed in lieu agreements are created equal. The terms can
vary significantly, and the differences matter.

The most important variable is whether the lender agrees to release you from any deficiency. As with a
short sale, if you owe more than the property is worth, the lender is taking a loss when they accept the
deed. They may or may not release you from owing the difference. You want a deed in lieu agreement that
includes a clear release of all liability, including the deficiency, so that you are walking away clean.

The second variable is whether you receive any cash from the lender as part of the deal. Some lenders
offer what is called cash for keys, which is a payment to you in exchange for vacating the property in



good condition by a specific date. This is most common when the lender wants to avoid the expense of an
eviction and the property maintenance issues that come with a contested transition. Cash for keys
payments can range from a few hundred dollars to several thousand dollars, and they can make a real
difference when you are starting over.

The third variable is the timing of when you have to move out. Some agreements give you sixty or ninety
days to relocate. Others want you out faster. Negotiate this if you can, because the more time you have to
plan and execute a move, the less stressful and expensive the move tends to be.

So how do you initiate a deed in lieu conversation with your lender? You contact the loss mitigation
department and ask for it explicitly. They will not always offer it on their own. You need to submit an
application that includes most of the same documentation as a short sale or loan modification application.
The lender will review the file, order a valuation of the property, check for second liens and other issues,
and make a decision.

The decision process typically takes thirty to ninety days, sometimes longer. During that time, the
foreclosure process may continue to move forward unless you have an explicit agreement that it is
paused. So when you submit a deed in lieu application, also ask whether they will postpone any pending
foreclosure activity while the application is being reviewed.

One thing I want to emphasize about deed in lieu is that it should generally be the last option you
consider, after you have explored selling. The reason is simple. With a sale, even a short sale or a quick
cash sale, you might get something for the equity in the property. With a deed in lieu, you get nothing for
the property itself, except possibly a cash for keys payment, which is much less than equity would
typically be.

So before you accept a deed in lieu, make sure you have honestly explored selling. Get an actual broker
price opinion or appraisal. Look at the real numbers. If a sale is even marginally possible, it is almost
always a better outcome than deed in lieu, even if it takes more effort.

There is another option I want to mention in this chapter, which is what is called a strategic default. This
is when a homeowner who could afford to keep paying the mortgage chooses to stop paying because they
believe walking away is the financially rational thing to do, usually because the property is significantly
underwater.

I am not going to recommend strategic default, because it has consequences that go beyond just the
property itself. Your credit takes a major hit. Your ability to rent another place may be affected. Future
employers who check credit may see it. Future lenders will see it for years. And there can be legal
consequences depending on the state and the specifics of your situation, including deficiency judgments
that follow you long after the house is gone.

That said, I have known homeowners who looked at their situation, decided that walking away was the
right move for them, and accepted the consequences as the cost of getting unstuck from a bad situation.
That is their decision to make. I am laying out the facts so you can make an informed choice. If you are
considering strategic default, talk to both a real estate attorney and a financial advisor before you do
anything. The decision affects your finances for years, and you want to understand all the implications
before you commit.



Now let me address one more thing that homeowners sometimes ask about, which is whether the lender
can come after other property or income to satisfy the debt after a foreclosure, short sale, or deed in lieu.

In Texas, lenders have limited ability to pursue deficiency judgments after a foreclosure on residential
property, but it is not zero. The lender has two years from the date of the foreclosure sale to file for a
deficiency judgment, and the calculation must use fair market value rather than the foreclosure sale price,
which is usually lower. If the fair market value at the time of foreclosure was equal to or greater than the
unpaid loan balance, no deficiency judgment is possible. If the fair market value was less, the lender can
pursue the difference.

If a deficiency judgment is granted, the lender can take various collection actions, including wage
garnishment up to certain limits, bank account levies, and liens on other property you may own. Texas has
strong homestead exemptions that protect your primary residence from collection, but those exemptions
apply to whatever property you are claiming as homestead at the time, not the property that was
foreclosed.

This is why understanding the deficiency situation is so important before you accept any resolution of
your foreclosure. Whether you sell, short sell, deed in lieu, or go through foreclosure, the question of what
the lender can still collect from you afterward is critical. Get clarity in writing whenever possible.

One last thing to cover in this chapter, which is something called consent foreclosure or friendly
foreclosure. In some situations, both the lender and the borrower agree that foreclosure is the right
resolution, and they work together to make it happen smoothly. The borrower stops contesting, the lender
expedites the process, and everyone moves on. This is not common, but it occasionally happens when the
alternatives have been exhausted and both sides just want the situation resolved.

If you find yourself in a situation where everything has been tried and foreclosure is the only path, you
can still influence the process. You can communicate with the lender about timing. You can request
additional time to move out, especially if you have children or medical issues. You can ask for cash for
keys to facilitate a clean transition. You can negotiate the specifics of the eviction process, which may be
a forcible detainer action or may be avoided entirely if you move out voluntarily.

I have seen homeowners who fought the foreclosure tooth and nail until the bitter end, only to make the

situation worse and more painful for themselves. I have also seen homeowners who, once they accepted
that foreclosure was happening, worked with the lender to make the transition as smooth as possible and
ended up in better shape than they would have been in if they had fought every step of the way.

There is no right answer for everyone. But there is a right answer for you, based on your specific
situation, your goals, your resources, and your timeline. The question is whether you are going to make
that decision proactively or whether you are going to let the situation make it for you.

In the next chapter, we are going to talk about the scams, predators, and bad actors who target
homeowners in foreclosure. This is a critical chapter, because there are people who will read about your
foreclosure in public records and reach out to you with offers that sound good but are actually designed to
take what little you have left. Knowing what to watch for can save you from disasters that compound an
already difficult situation.



Chapter 8: Scams, Predators, and Red Flags

I am going to be blunt in this chapter, because the stakes are high. The moment a Notice of Default or a
Notice of Sale gets filed on your property in Texas, your name and address go into public records. Within
days, sometimes within hours, you are going to start getting contacted by people who have one goal,
which is to make money from your situation. Some of them are legitimate professionals offering
legitimate services. Many of them are not. And some of the worst predators in this space have learned to
sound just like the legitimate ones, which is what makes this dangerous.

I have seen homeowners lose tens of thousands of dollars to foreclosure rescue scams. I have seen them
lose their homes to scams where they thought they were saving them. I have seen them sign away rights
they did not know they had to people they trusted because the person sounded helpful. I am going to walk
you through the most common scams, the warning signs to watch for, and the rules to follow to protect
yourself.

The first scam to know about is the upfront fee scam. The pitch goes like this. Someone contacts you,
often by phone or in person, claiming they can save your house or stop the foreclosure. They have a
proven process, they have helped thousands of people, they have connections at the lender. They just need
a fee upfront, maybe a few thousand dollars, to get started.

Here is the rule. Never pay anyone an upfront fee to help you with a foreclosure. In Texas, it is illegal for
foreclosure rescue consultants to charge upfront fees before they have completed the services they
promised. Legitimate housing counselors who are HUD approved do not charge fees at all. Legitimate
attorneys generally do not require large upfront retainers for foreclosure defense. Legitimate real estate
agents are paid out of the sale proceeds at closing.

If someone is asking for money before they have done anything, that is a major red flag. Walk away. They
will tell you that you have to act fast, that the price will go up tomorrow, that you are missing your
chance. They are creating urgency to get you to make a bad decision. Take a breath, and walk away.

The second scam to know about is the equity skimming or sale-leaseback scam. This one is more
sophisticated and harder to spot. Someone offers to help you keep your house by buying it from you and
renting it back to you, with an option to buy it back later. The pitch is that you avoid foreclosure, you stay
in your home, and you can buy it back when you get back on your feet.

In reality, what often happens is this. You sign the house over to the buyer. They give you a rental
agreement and an option to repurchase that is structured in a way you cannot actually fulfill. The rent is
higher than you can afford. The option requires you to come up with a large sum of money at a specific
time, which you cannot do. You miss a rent payment, the buyer evicts you, and you have lost the house
and all the equity that was in it. The buyer keeps the house and resells it for a profit.

Some versions of this scam are even worse, where the documentation is structured so that you do not
technically transfer ownership but you do something equivalent that allows the buyer to take the property.
I have seen homeowners who thought they were getting help and ended up homeless with their equity in
the pocket of someone they trusted.

Here is the rule. Never sign your house over to anyone who promises to let you rent it back or buy it back.
If you need to sell, sell on the open market or to a real cash buyer with a legitimate transaction. If you



cannot afford to keep the house, you cannot afford to keep the house, and pretending otherwise through a
sale-leaseback is a recipe for losing everything.

The exception is a sale-leaseback with a family member or close friend who genuinely wants to help you
and has the resources to do so. If your parent or sibling buys the house from you and rents it back to you
while you get back on your feet, and the family relationship is solid and the numbers genuinely work, that
can be a real solution. But that is very different from a stranger or a company offering the same thing.

The third scam is the loan modification scam. This is where someone offers to handle your loan
modification application for a fee. They promise to negotiate with the lender, get you better terms than
you could get yourself, and save your house. The fee is often several thousand dollars upfront.

The truth is that you can apply for a loan modification yourself, for free, through your lender's loss
mitigation department. You can also get free help from a HUD approved housing counselor. Anyone
charging you thousands of dollars to do something you can do for free, or get help with for free, is not
adding value commensurate with the fee. In many cases, the scammer takes your money, files the
application, the application gets denied or modified terms come back, and the scammer disappears.

There are some legitimate attorneys and consultants who help with complex loan modifications and
charge reasonable fees for their services. But they typically do not advertise aggressively to homeowners
in distress, and they do not promise outcomes they cannot guarantee. Be very wary of anyone making
aggressive promises about loan modifications.

The fourth scam is the bait and switch sale. This is where a cash buyer makes you an attractive offer to
purchase your home quickly. You sign a contract. Then, days or weeks later, they come back to you with a
much lower price, citing problems with the house they discovered during their inspection, or financing
issues, or some other reason. You are now in a tough spot because the original closing date is
approaching, the foreclosure clock is ticking, and starting over with a new buyer would take more time
than you have.

The scammer is counting on your urgency to make you accept the lower price. Sometimes they will
sweeten it slightly to make it more palatable, but the price is still well below what was originally agreed
and well below what the house is actually worth.

Here is the rule. When you sign a contract with a cash buyer, make sure there are clear contingency
removals and earnest money provisions. The buyer should be putting up substantial earnest money that
you keep if they back out without legitimate cause. The contingencies in the contract should be clearly
defined and should have specific deadlines. If the buyer asks you to extend deadlines or remove
contingencies without compensation, push back hard or walk away.

Also, deal with cash buyers who have a real track record. Ask for references. Ask for proof of funds
before signing anything. Ask how many properties they have closed on in the past year, and if they will
provide addresses you can verify. A legitimate cash buyer will have no problem providing this
information. A scammer will dodge the questions.

The fifth scam is the bankruptcy referral scam. Someone advertises bankruptcy services that will stop
your foreclosure. You pay them to file a bankruptcy on your behalf. The filing might happen, but it may
be done incorrectly, or it may be filed in your name but used as part of a larger fraud where multiple
bankruptcies are filed in different names on the same property to stop multiple foreclosures.



Bankruptcy is a legitimate tool, but it should be considered carefully with a real bankruptcy attorney, not
through a service that promises a quick fix. Find a bankruptcy attorney through your state bar association
referral service, get a real consultation, and make sure you understand the long-term implications of filing
before you do it.

The sixth scam is what I would call the well-meaning bad advice. This is not exactly a scam in the
criminal sense, but it can be just as damaging. Someone in your life, often a family member or friend or
coworker, gives you confident advice about your foreclosure situation based on incomplete information or
out of date knowledge. You follow the advice, and it makes things worse.

Foreclosure laws change. State laws differ from each other. The specific facts of your situation matter.
What worked for your cousin who lost his house ten years ago may not work for you today. What sounds
reasonable based on a magazine article may not apply to your specific lender and loan type.

This is not to say you should ignore everyone in your life. But you should be selective about whose
advice you act on. The people whose advice you should weight heavily are the ones with current
professional expertise in foreclosure, like HUD approved housing counselors, real estate attorneys, real
estate brokers who specialize in distressed property, and qualified financial advisors. The people whose
advice you should weight less heavily are well-meaning amateurs.

Now let me give you some general rules for navigating this period without getting taken advantage of.

Rule one. Verify everyone's credentials. Real estate agents have license numbers you can look up on the
Texas Real Estate Commission website. Attorneys have license numbers you can verify with the State Bar
of Texas. HUD approved housing counselors are listed on the HUD website. If someone is presenting
themselves as a professional, you should be able to verify their credentials with a few minutes of research.

Rule two. Never sign anything you do not understand. If a document has language that is unclear to you,
ask. If you do not get a clear answer, do not sign. If someone pressures you to sign quickly without
reviewing, that is a red flag. Major decisions about your home should not be made under pressure.

Rule three. Do not pay cash, and do not wire money to strangers. Legitimate transactions go through title
companies or trust accounts. Cash payments to strangers cannot be traced or recovered. Wire transfers to
fraudulent accounts are almost always lost forever.

Rule four. Get everything in writing. Verbal promises are worth nothing in a real estate transaction or a
loss mitigation negotiation. If the lender says they will postpone the auction, get it in writing. If a buyer
says they will close on a specific date, get it in writing. If anyone offers any service, get a written contract
that clearly describes what will be done and what it will cost.

Rule five. When in doubt, slow down. Scammers create urgency because urgency stops people from
thinking clearly. Most decisions in foreclosure, while time sensitive, are not so urgent that you cannot take
an extra day to think them over, get a second opinion, or consult with a trusted advisor. If someone is
pressuring you to make a decision in the next hour, that is itself a reason to slow down.

Rule six. Trust your gut. If something feels wrong, it probably is. Predators rely on homeowners ignoring
their instincts because they want to believe the promises being made. Your gut has been keeping you safe
your whole life. Let it keep doing its job.



Rule seven. Talk to multiple professionals before making major decisions. Get a second opinion from
another real estate agent. Get a second consultation with another attorney. Get input from a housing
counselor. Different professionals will see different angles, and the consensus among several
knowledgeable people is more reliable than the advice of any single person, no matter how convincing
they are.

I want to close this chapter with a story about a homeowner I worked with who almost got taken for
everything she had.

She was a single mother with two kids, behind on her mortgage after her divorce, with about thirty
thousand dollars of equity in her home. A man knocked on her door one day claiming he was a
foreclosure rescue specialist. He told her he could save her home and her credit if she would just sign
some documents. He had a stack of paperwork ready.

Something in her gut told her to wait. She told him she needed to think about it. He pushed back, saying
the deadline to act was that night, that if she did not sign immediately she would lose her home. She
closed the door, did some research online, and called me.

We met the next day. We pulled the documents she had been about to sign. They included a deed
transferring her property to the man's company, and a rental agreement with terms she could not afford. If
she had signed, she would have lost the house within ninety days and the man would have walked away
with her equity.

Instead, we put the house on the market. It sold in two weeks for a strong price. She walked away with
her equity, found an affordable rental, and started rebuilding her life. The contrast between those two
outcomes, the one she was about to choose and the one she actually got, was the difference between
disaster and recovery.

Her gut saved her. So did the fact that she was willing to slow down, get help, and take a few more days
to figure out the right path. Those few days made all the difference in her future.

I hope that this chapter helps you recognize the predators when they come for you, because they will
come. And I hope it gives you the confidence to walk away from anything that does not feel right. There
are real ways out of this situation. There are real people who can help you. You do not have to settle for a
bad option just because someone is pressuring you to act now.

In the next chapter, we are going to talk about how to put together a team of trustworthy professionals
who can actually help you, and how to know whether they are doing right by you.



Chapter 9: Building Your Team

You cannot navigate foreclosure alone. The legal, financial, and procedural complexity is too much for
any homeowner to handle without help. Even people who work in real estate or finance for a living
usually bring in other professionals when their own home goes into distress, because being your own
advisor in your own crisis is a bad idea.

What you need is a team. A small, trustworthy team of professionals who can each contribute their
expertise to your situation. The team does not need to be large. For most homeowners, three or four key
people are enough. But you do need to pick them carefully, because the wrong people on your team can
do more harm than good.

Let me walk you through the roles that you may need to fill, and how to find good people for each role.

The first role is the housing counselor. This is the most underutilized resource in foreclosure, and it is also
the most accessible. The Department of Housing and Urban Development, which is the federal agency
that oversees a lot of housing programs, certifies non-profit housing counseling agencies all over the
country. These counselors provide free or low-cost services to homeowners in financial distress.

A housing counselor can help you understand your situation, evaluate your options, communicate with
your lender, review loss mitigation documents, and connect you with other resources. They are not
advocates in the legal sense, but they are knowledgeable allies who have seen many situations like yours
and know how the systems work.

To find a HUD-approved housing counselor, go to the HUD website and search for counseling agencies in
your area. You can also call 800-569-4287 to speak with a counselor or get a referral. In Texas, there are
HUD-approved agencies in every major metro area, and many of them offer services in multiple
languages.

Why is this resource so underutilized? Because most homeowners do not know it exists, and because the
housing counseling agencies do not have advertising budgets to compete with the for-profit foreclosure
rescue scammers. So while you are getting bombarded with offers from companies promising to save
your home for a fee, the people who can actually help you for free are sitting in offices waiting for the
phone to ring.

Make that call. It costs you nothing, and it can change the trajectory of your situation.

The second role is the real estate professional. If you are considering selling, even just considering it as
one of many options, you want to have a real estate agent or broker involved. Specifically, you want
someone who has experience with distressed properties, foreclosures, and short sales.

A general real estate agent who has never handled a foreclosure file is not the right person for this. They
will be in over their head, they will not know how to communicate with the lender, they will not know
how to manage the unique timeline issues, and they will not know how to handle the inevitable
complications. You need someone who has been through this before.

How do you find one? Ask other professionals for referrals. Your housing counselor probably knows
several agents who specialize in this. Your attorney, if you have one, will know names. Local real estate



offices will often have one or two agents who handle the distressed property work and can refer you. You
can also look for agents with the Short Sales and Foreclosure Resource certification, which is a
designation from the National Association of Realtors that indicates additional training in this area.

When you interview agents, ask the questions that matter. How many distressed property transactions
have you closed? What types of situations have you handled? Can you give me references from past
clients who were in foreclosure? How do you typically communicate with lenders during a foreclosure?
What is your timeline expectation for someone in my situation? What fees do you charge, and how are
they paid?

A good distressed property agent will answer these questions readily and will probably ask you a lot of
questions in return to understand your specific situation. They will not pressure you to list immediately.
They will offer to evaluate your options first, including options that do not involve selling, and
recommend a course of action based on what is best for you, not what is best for their commission.

The third role is the real estate attorney. Not every foreclosure situation requires an attorney, but many do,
and it is worth knowing when to bring one in.

You should strongly consider getting an attorney involved if any of the following apply to your situation.
There is a sale date approaching and you need to formally request a postponement or challenge the
foreclosure. There is a title issue, deed problem, or other ownership complication. There is a divorce,
estate, or other family situation affecting the property. The lender is not following the required procedures
or you suspect they are violating laws. You need to negotiate a complex loss mitigation outcome like a
short sale with deficiency waiver. You are considering bankruptcy as part of your strategy.

A real estate attorney in Texas typically charges between two hundred and four hundred dollars per hour,
with consultations sometimes free and sometimes a flat fee. For simple matters, you might spend a
thousand or two thousand dollars total. For complex matters or litigation, the costs can go higher.

This is real money, and you should think carefully about whether the legal help is necessary in your
specific situation. But for the situations where an attorney is genuinely needed, the cost is usually well
worth it. A few thousand dollars in legal fees can save you tens of thousands of dollars in equity, or
prevent outcomes that follow you for years.

How to find a real estate attorney. The State Bar of Texas has a lawyer referral service that can connect
you with attorneys in your area who handle real estate matters. Local bar associations often have similar
services. Word of mouth from people who have used real estate attorneys is often valuable. You can also
search online directories, but verify any attorney's credentials and disciplinary history through the State
Bar website before hiring them.

When you interview attorneys, ask similar questions to what you would ask an agent. How much
experience do you have with foreclosure defense or distressed property matters? What is your fee
structure? What is realistic to expect from my situation? Will you handle my matter personally or will it
be passed to an associate? How quickly do you respond to client communications?

The fourth role is the financial advisor or tax professional. This role is most relevant if your situation
involves significant financial restructuring, tax implications of forgiven debt, retirement account issues, or
other complex financial decisions.



A short sale with debt forgiveness can have tax consequences that you need to understand before you sign
anything. Taking money out of a retirement account to fix your situation has tax implications and
penalties that you need to understand. Refinancing or modifying loans has long-term financial
implications that should be evaluated in the context of your overall financial picture.

For tax questions specifically, a CPA or enrolled agent who handles individual tax matters is the right
resource. They can advise on whether forgiven debt will be taxable in your situation, whether you qualify
for any exclusions, and how to plan for the tax consequences if you do owe.

For broader financial planning, a fee-only financial advisor who acts as a fiduciary can help you think
through how the foreclosure situation fits into your overall financial life and what your recovery plan
should look like. Fee-only means they do not earn commissions on products they sell to you, so their
advice is not biased by their compensation. Fiduciary means they are legally required to act in your best
interest.

Avoid financial advisors who are paid by commission, who push specific products like annuities or whole
life insurance, or who promise unrealistic returns. They are salespeople, not advisors, and their interests
are not aligned with yours.

The fifth role, which is sometimes overlooked, is the trusted personal advisor. This is not a paid
professional. This is someone in your life who has good judgment, who cares about you, who can listen
without judgment, and who can help you think through the emotional and practical aspects of what you
are going through.

For some people, this is a family member. For others, it is a close friend, a clergy member, a mentor, a
therapist, or someone they know from a support group. The specific person matters less than the function.
You need someone outside the situation who can be a sounding board, who can tell you when you are
about to make an emotional decision that you will regret, and who can support you through what is going
to be a stressful period.

A few notes on how to work with your team.

Be honest with everyone. If you have hidden a piece of information from your attorney because you are
embarrassed about it, that information is going to come out at the worst possible moment. If you have not
told your real estate agent that you stopped paying the mortgage three months earlier than you initially
said, they cannot help you accurately. The professionals on your team are bound by various
confidentiality rules and can only help you with the truth.

Be respectful of their time, but expect responsiveness. Your team members are working with multiple
clients and they have full lives. Do not call your attorney at midnight unless it is a genuine emergency. Do
not text your agent every fifteen minutes asking for updates. But also do not accept long delays in
responses to substantive questions. If your team is not communicating with you in a reasonable
timeframe, address it directly or replace them.

Make sure they communicate with each other. If your situation involves multiple professionals, they
should be talking to each other, not just to you. Your agent should be in touch with your attorney about
closing arrangements. Your attorney should be aware of what the agent is doing. Your housing counselor
should know what everyone else is recommending. Set up the introductions and make sure everyone is on
the same page.



Pay your team. If you have an arrangement that involves payment, pay on time and according to the
agreement. Disputes over fees create distractions that hurt your case and damage relationships you may
need long after this situation is resolved. If you cannot afford to pay according to the original
arrangement, communicate that early and try to work out a revised arrangement, rather than just stopping
payment.

Listen to their advice. You hired or sought out these professionals because they have knowledge and
experience you do not have. If you are going to override their recommendations based on your own gut or
your own opinion, ask yourself why you are working with them in the first place. That said, you are the
client, and the final decisions are yours. Listen carefully, ask questions, push back when something does
not make sense, and then make your decisions with full information.

Know when to fire someone. Sometimes a team member is not working out. Maybe they are not
responsive. Maybe they are not as experienced as they claimed. Maybe the chemistry is just wrong.
Whatever the reason, do not stay with a team member who is not serving you well out of loyalty or
inertia. The stakes are too high. Have a respectful conversation about the issues, give them a chance to
address them, and if things do not improve, find someone else.

The right team can make the difference between a difficult situation that you navigate successfully and a
difficult situation that becomes a disaster. Take the time to build a good one. It is worth the effort.

In the next chapter, we are going to talk about life after foreclosure, whatever form your specific
resolution takes. Because once the immediate crisis is past, there is still work to do to rebuild your
financial life, and the choices you make in the next few years will determine where you end up long term.



Chapter 10: Rebuilding After

Whatever path your foreclosure situation took, there comes a point where the immediate crisis is over and
you start looking forward. Maybe you kept the house through a loan modification and you are managing
the new payments. Maybe you sold and you are in a rental now, with some cash from the sale to start
over. Maybe you went through a short sale or deed in lieu and you are licking your wounds in a new
place. Maybe the worst happened and the foreclosure went through and you are starting from scratch.

In every one of these scenarios, the question is the same. What now? How do you rebuild from here?
How do you make sure that what just happened does not define the rest of your financial life?

I want to walk you through what rebuilding looks like, because it is a process that takes time, and it has
stages, and there are things you should do at each stage to set yourself up for a real recovery.

The first thing to address is your credit. Whatever happened in your foreclosure situation, your credit took
some damage. The amount of damage varies based on what happened. A reinstated loan that you kept
current after some late payments will recover relatively quickly. A successful traditional sale that paid off
the loan in full will recover quickly too. A short sale or deed in lieu will take longer, maybe two to four
years to fully recover, depending on the severity of the situation. A completed foreclosure is the most
severe, taking up to seven years to fully clear and longer for full recovery of your credit profile.

Start by pulling all three of your credit reports. You can get free reports from annualcreditreport.com once
per week from each bureau. Review them carefully. Make sure everything is reported accurately. Errors
are common, especially around foreclosure related entries, and any errors should be disputed and
corrected.

Pay all your other debts on time, every time, going forward. Your credit will recover much faster if your
post-foreclosure history shows perfect payment behavior on whatever credit obligations you do have. If
you have credit cards, even small ones, keep them paid on time. If you have a car loan, never miss a
payment. If you have any new credit you take on, treat it as sacred. Your goal is to build a long string of
perfect payments that demonstrates you are a reliable borrower again.

Be careful about taking on new credit too quickly. After a foreclosure or similar event, you may get offers
from lenders willing to extend credit at very high interest rates. These can be useful in moderation,
because you do need some active credit accounts to rebuild, but they are dangerous if you take on too
much or use them carelessly. A secured credit card from a reputable bank, used for small monthly
purchases and paid in full each month, is a much better tool for rebuilding than a subprime card with a
high credit limit and a thirty percent interest rate.

The second thing to address is your housing situation. If you are renting, focus on building stability. Pay
your rent on time, every time, ideally through methods that create a record like checks or electronic
payments. Some landlords will report rent payments to credit bureaus, which can help with rebuilding.
Ask your landlord whether they offer this.

If you are looking to rent and your credit took a hit, expect to have a harder time finding landlords willing
to work with you. Be honest about your situation upfront. Many landlords are sympathetic to homeowners
who went through difficult times, especially if you can demonstrate stability in other areas like a steady
job. You may need to pay larger deposits or get a cosigner. You may not get into the most competitive



properties. But you will find something, and once you have a year or two of good rental history, your
options will expand significantly.

Eventually, you may want to buy a home again. Most loan programs have waiting periods after
foreclosure or other distressed sale events. For FHA loans, the waiting period after a foreclosure is
typically three years, though it can be shorter in certain hardship situations. For conventional loans, the
waiting period is typically seven years after a foreclosure, but only four years after a short sale or deed in
lieu. For VA loans, the waiting period is typically two years after a foreclosure. These periods are not
absolute and can vary based on the specific circumstances and lender, but they give you a general sense of
the timeline.

During your waiting period, focus on the things that will make you a strong borrower when the time
comes. Pay all your debts on time. Build up savings. Maintain steady employment. Keep your debt to
income ratio low. Avoid taking on major new debt obligations like car loans that will be a burden during
the period you are saving for a down payment. By the time you are eligible to buy again, you want to be
ready with strong credit, savings for a down payment, and a stable financial profile.

The third thing to address is your savings. One of the lessons of foreclosure is that life is unpredictable,
and a financial cushion can make the difference between a setback and a crisis. As you rebuild, make
saving a priority, even if you can only save small amounts at first.

The first goal should be a basic emergency fund of one thousand dollars. This is enough to cover most
small unexpected expenses without requiring you to take on debt or fall behind on bills. You can build
this up surprisingly quickly if you make it a priority, even on a modest income. Cut subscriptions you do
not use. Eat at home more. Sell things you do not need. Put any windfalls like tax refunds straight into
savings.

The second goal is a fuller emergency fund of three to six months of essential expenses. This is the real
cushion that can carry you through a job loss or major medical issue or other significant disruption. This
takes longer to build, sometimes years, but every dollar you put into it is a dollar that increases your
financial security going forward.

Beyond emergency funds, think about long term savings, particularly retirement. If your employer offers
a retirement plan with a match, contribute at least enough to get the full match. The match is essentially
free money, and skipping it is a guaranteed financial loss. If you do not have access to an employer plan,
consider an individual retirement account through any major brokerage.

I know that saving for retirement can feel impossible when you are just getting back on your feet, but
even small amounts add up over decades. The most important thing is to start, and to keep going. Time is
the friend of long-term savings.

The fourth thing to address is your income. Foreclosure often happens because income dropped, due to
job loss, business failure, medical issues, or other reasons. Rebuilding sometimes requires actively
working on increasing your income, not just managing what you have.

This might mean different things for different people. For some, it means finding a new job at a higher
salary. For others, it means picking up additional work, like part time jobs, freelancing, or side businesses.
For others, it means going back to school or getting certifications that qualify you for higher paying work.
For others, it means starting a small business in something you are good at.



Income increases compound over time. A small raise this year can lead to a bigger raise next year, which
can lead to a different job at a higher level, which can lead to a career path that is much better than the
one you were on. Small actions taken consistently over years can transform a financial situation.

The fifth thing to address is the emotional and psychological recovery. Foreclosure is hard, and it can
leave scars that go beyond the financial damage. Many homeowners who have been through this report
ongoing feelings of shame, anxiety, loss of confidence, and difficulty trusting financial systems. These are
normal reactions to a traumatic financial experience.

Give yourself time and grace. You went through something hard. Recovery takes time, in financial terms
and in emotional terms. You do not have to be back to one hundred percent immediately. You just have to
keep moving forward.

Talk to people you trust. Foreclosure is isolating in part because nobody talks about it. But once you start
talking, you may find that more people in your life have been through similar things than you realized.
There is something healing about sharing your experience with people who understand.

If you are struggling emotionally in ways that interfere with your daily life, consider getting professional
help. A therapist or counselor can help you process what happened and develop strategies for moving
forward. Many therapists offer sliding scale fees for people in financial recovery. Employee assistance
programs, if your employer offers one, can provide free initial counseling sessions.

Celebrate small wins. When you make a full month of payments on time. When your emergency fund hits
five hundred dollars. When you pay off a credit card. When your credit score goes up by twenty points.
These are real accomplishments and they deserve recognition. Recovery is made of a thousand small
wins.

The sixth thing to address is making sure this does not happen again. The same financial vulnerability that
allowed foreclosure to happen the first time can lead to similar problems in the future if you do not
address the underlying issues.

Look at your spending habits. Are you living within your means now, with a buffer for unexpected
expenses, or are you stretched thin again? If you are stretched, what is causing it, and what could you
change?

Look at your insurance. Do you have appropriate insurance to protect against the major risks? Health
insurance to protect against medical bankruptcy. Disability insurance to protect your income if you cannot
work. Term life insurance if you have dependents. Insurance is not exciting, but the right coverage at the
right time can prevent another crisis.

Look at your debt habits. If you got into debt before that contributed to your situation, are you doing
things differently now? Are you using credit cards in ways that can grow into trouble? Are you
considering loans that will stretch your budget? Be honest with yourself about whether you have changed
the patterns that contributed to your previous situation, or whether you are at risk of repeating them.

Build your financial knowledge. Read books on personal finance. Follow blogs or podcasts from credible
sources. Take a financial education class if one is available in your area. The more you understand about
how money works, the better equipped you are to make good decisions.



I want to share one rebuilding story before we move on. I worked with a client several years ago who lost
his house to foreclosure during a long stretch of unemployment after a layoff in his industry. By the time
we got involved, it was too late to save the house, but we helped him manage the transition with as little
damage as possible.

A few years went by. He worked through the recovery process, found a new job in a different field, paid
down his other debts, built up savings, and worked carefully on his credit. About four years after his
foreclosure, he called me. He was ready to buy again. He had a strong job, decent savings, recovered
credit, and a clear plan. We helped him find a house that fit his current budget with margin to spare. He
has been there ever since, and his life is genuinely better than it was before the foreclosure.

I tell that story not to suggest that everyone will buy again, or that buying is the right goal for everyone. I
tell it to remind you that foreclosure is not a permanent verdict. It is a chapter, not the whole book. What
you do next can be a story of recovery and renewal if you give it the time and effort it deserves.

In the next chapter, we are going to talk about specific Texas considerations, because Texas has some
unique aspects to its foreclosure law and real estate market that homeowners here need to understand.



Chapter 11: What Makes Texas Different

Throughout this book, I have mentioned Texas specific issues from time to time, but I want to dedicate a
whole chapter to the things that make foreclosure in Texas different from other states. If you live in Texas,
the rules that apply to you are different from the rules that applied to your cousin in Florida or your friend
in California, and understanding the differences is critical.

The first major difference is the foreclosure process itself. As I mentioned earlier, Texas is a non-judicial
foreclosure state, which means the lender does not need to go to court to foreclose. They follow a
statutory process that is faster and cheaper than the judicial process used in other states.

This matters for you because the timeline is shorter and the deadlines are harder. In a judicial foreclosure
state, you might have many months or even years from the time the lender starts the process until the
actual sale. In Texas, you can go from the first formal notice to the auction in as little as forty-one days, if
the lender moves quickly. Most lenders do not move that fast in practice, but they can, and you need to be
prepared for fast movement.

The auction in Texas happens on the first Tuesday of the month, at the county courthouse, between ten in
the morning and four in the afternoon. This is a fixed feature of Texas foreclosure law that has been in
place for many years. Every county courthouse in Texas hosts foreclosure auctions on the first Tuesday.
Knowing this lets you plan around it. If your sale is set for a specific first Tuesday, that is when you need
to have a resolution in place if you want to stop it.

The second major difference is the homestead exemption. Texas has some of the strongest homestead
protections in the country, and they apply in important ways to foreclosure and to your financial recovery
afterward.

Texas homestead law protects your primary residence from most types of creditors. If you own your home
and it is your primary residence and you have designated it as your homestead, most unsecured creditors
cannot force the sale of your home to collect on a debt. This protection has limits and exceptions, but it is
meaningful.

However, the homestead protection does not protect you from the mortgage lender on the house itself. If
you have a mortgage on the home, the lender can foreclose if you stop paying. The homestead exemption
protects you from other types of creditors trying to take the house, not from the foreclosure on the
mortgage that is secured by the house.

After a foreclosure, the homestead exemption can be relevant in another way. If the lender pursues a
deficiency judgment, they can take various collection actions against you, but they cannot take your new
primary residence if you have established it as your homestead. So even after losing one home, the
protections continue to apply to your next home, which gives you some security going forward.

The third major difference is the deficiency judgment rules. Texas has specific limits on how lenders can
pursue deficiencies after a foreclosure on residential property.

Under Texas law, after a foreclosure sale, the lender has two years to file for a deficiency judgment in
court. If they do not file within two years, they lose the right to collect the deficiency. If they do file, the
court calculates the deficiency using fair market value of the property at the time of the foreclosure sale,



not the actual sale price. The fair market value is typically higher than the foreclosure sale price, which
often means the deficiency is reduced or eliminated.

This is a significant protection for Texas homeowners. In states without this rule, lenders can use the
depressed foreclosure sale price as the basis for the deficiency, which makes the deficiency much larger.
In Texas, the use of fair market value protects you from being charged for the discount that foreclosure
auctions typically produce.

What this means practically is that the lender's incentive to pursue a deficiency judgment in Texas is often
weak. The legal process to obtain a deficiency judgment is expensive, the amount they can collect is often
modest after the fair market value calculation, and the homeowner often has limited assets to collect from.
As a result, many Texas lenders do not pursue deficiency judgments after foreclosures. But not all, and
you cannot count on it. Get clarity on the deficiency situation as part of any foreclosure resolution.

The fourth major difference is the property tax situation. Texas does not have a state income tax, which is
great for residents in many ways, but it means the state relies heavily on property taxes to fund local
government and schools. Texas property taxes are among the highest in the country, which can be a
significant factor in foreclosure situations.

If you fall behind on your property taxes, the taxing authorities can also foreclose on your property. This
is a separate process from a mortgage foreclosure, and it can happen even if your mortgage payments are
current, if you are behind on the property tax payments themselves. In most cases, if you have an escrow
account with your mortgage lender, the lender pays the property taxes as part of your monthly payment,
so this is not a separate issue. But if you do not have an escrow account, or if your escrow is short,
property taxes can become a separate problem that needs separate attention.

If you are facing both mortgage and property tax issues, the property tax issue often needs to be addressed
first, because tax foreclosures can move very quickly in Texas. Many counties have programs to help
homeowners catch up on property taxes through payment plans or hardship deferrals, especially for senior
citizens and disabled homeowners. Ask your county tax assessor's office about available options.

There is also a process in Texas called property tax loans, where private lenders pay your property taxes
and you repay them over time. These can be useful in some situations, but the interest rates can be high,
and the loans are secured by your property, which means you can lose the house if you do not pay back
the tax loan. Read the terms very carefully before taking one of these loans.

The fifth major difference is the homestead exemption process and the protection from forced sale. To get
the full benefit of Texas homestead protection, you need to make sure your property is properly
designated as your homestead. For most homeowners, this happens automatically when they file for the
homestead exemption on their property taxes. If you have not filed for the homestead exemption, you
should do so. It saves you money on property taxes and gives you the legal protections under homestead
law.

There are limits to homestead size. In Texas, the urban homestead is limited to ten acres, and the rural
homestead is limited to two hundred acres for a family. Property in excess of these limits may not be
protected by the homestead exemption. For most homeowners, this is not an issue, but if you own a larger
property, you should understand the implications.



The sixth major difference is the strong real estate market in much of Texas. While this is a market
condition rather than a legal rule, it matters for homeowners facing foreclosure because it affects your
options.

Texas has been growing rapidly for many years. Houston, Dallas, San Antonio, Austin, and many smaller
cities have seen significant population growth, which drives strong demand for housing. Home values
have risen substantially over the past decade in most Texas markets. This means that homeowners who
bought their homes several years ago often have significant equity, even if they thought they did not.

This is good news for homeowners in foreclosure, because it means selling is often a viable option that
produces real money. In states with weaker real estate markets, homeowners may be deeply underwater
and selling produces only losses. In Texas, the equity story is often better, which means more options.

This is also why I emphasize getting a real valuation of your home before assuming you have no equity.
Texas homeowners I work with are surprised on a regular basis by how much equity they have, even
when they have been in financial distress for some time. Do not assume your situation. Check.

The seventh major difference is the variety of lenders and loan types in Texas. Texas has a large mortgage
market with many lenders, including national banks, regional banks, credit unions, mortgage companies,
and various government backed loan programs. This variety means that the specific rules that apply to
your loan vary based on who owns it and what type of loan it is.

If you do not know what type of loan you have, find out. Look at your closing documents from when you
bought the house. Look at your current mortgage statements. Call the lender and ask. The answer affects
which loss mitigation programs you qualify for and what protections you have.

For loans owned by Fannie Mae or Freddie Mac, there are specific federal guidelines that apply. For FHA
loans, there are HUD specific programs. For VA loans, there are programs through the Department of
Veterans Affairs. For loans that the lender keeps on its own books, called portfolio loans, the rules are
whatever the lender decides, within the bounds of consumer protection laws.

The eighth thing to know about Texas is the role of the Texas Department of Housing and Community
Affairs and other state agencies that have programs for homeowners in distress. Various assistance
programs come and go depending on funding and need. The Texas Homeowner Assistance Fund, for
example, provided emergency relief during the COVID-19 pandemic for homeowners struggling to make
mortgage payments. Programs like this come and go, and you should check whether anything similar is
currently available when you are facing distress.

Local non-profit organizations also offer various services to Texas homeowners. United Way agencies,
community action agencies, and faith-based organizations sometimes have funds or services available for
housing-related emergencies. These resources are limited and typically targeted at specific populations,
but they are worth investigating, especially if you have a particular characteristic like being a veteran, a
senior citizen, a single parent, or a person with a disability that may qualify you for targeted assistance.

The ninth thing to know is that Texas has consumer protection laws that apply to foreclosure rescue
activities. The Texas Deceptive Trade Practices Act gives homeowners legal recourse against fraudulent
or deceptive practices. State law also imposes specific requirements on foreclosure rescue consultants,
including prohibitions on upfront fees and requirements for written contracts in specific formats.



If you believe you have been the victim of a foreclosure scam or deceptive practice, you can file a
complaint with the Texas Attorney General's Office, which has a consumer protection division. You can
also consult with a private attorney about civil legal action. Some attorneys take consumer protection
cases on a contingency basis, meaning they only get paid if you win, which can make legal action
accessible even if you cannot afford to pay legal fees upfront.

The tenth thing to know is that the climate and disaster history of Texas creates specific issues that affect
foreclosure situations. Major weather events like Hurricane Harvey, Hurricane Ike, and the 2021 winter
storm have caused significant property damage and financial hardship for many Texas homeowners. In
the aftermath of major disasters, there are typically temporary moratoriums on foreclosures for affected
areas, as well as special hardship programs from lenders, the federal government, and state agencies.

If your foreclosure situation was caused or worsened by a natural disaster, you may qualify for special
assistance programs that are not available in ordinary circumstances. Check with your lender, FEMA if a
federal disaster was declared, and local disaster relief organizations. The deadlines for these programs are
often time limited, so do not delay.

I hope this chapter has given you a clearer picture of the Texas-specific environment you are operating in.
The legal protections in Texas are generally good for homeowners, the real estate market in most parts of
the state is favorable, and there are resources available to help. The challenge is the speed of the
foreclosure process, which means you have to move quickly and decisively when you are facing a
problem.

In the final chapters, we are going to put everything together. We will talk about how to make a specific
plan for your specific situation, how to execute that plan, and how to know when you have reached the
other side of this experience.



Chapter 12: Making Your Plan

By this point in the book, you have a lot of information. You understand what foreclosure is, how it
works, what options you have, who to bring onto your team, what to watch out for, and how to think
about life after the crisis is past. The question now is how to turn all of that information into a specific
plan for your specific situation.

This chapter is going to walk you through a framework for building your plan. Take out your notebook or
open a fresh document. We are going to work through this together.

Step one. Write down where you are right now.

Take everything you have learned in the previous chapters and write down a clear summary of your
current situation. How many months behind are you? What is the unpaid balance on your mortgage? What
is the current value of your house? What is your equity position, positive or negative? What does your
income look like, and is it stable? What other debts do you have? What savings, if any?

Also write down any specific deadlines you are facing. Has a Notice of Default been filed? When? Has a
Notice of Sale been filed? If so, when is the sale date? Are there other deadlines, like deadlines to respond
to lender communications or court filings?

The goal of this step is to have a complete picture of where you are starting from, with no fuzzy areas and
no assumptions. If you do not know something, write down that you do not know it, and add it to a list of
things you need to find out.

Step two. Write down what you want.

What is your ideal outcome from this situation, recognizing that you may not be able to get exactly what
you want? Do you want to keep the house at almost any cost? Do you want to sell and walk away with
money? Do you want a clean exit even if it means leaving money on the table? Do you want to protect
your credit above all? Do you want to minimize the immediate stress, even if it costs more long term?

These priorities will shape every decision you make from here forward. There is no wrong answer, but
there has to be an answer. Indecision about what you want makes it impossible to make good decisions
about how to get there.

Step three. Identify the realistic options.

Based on your situation and your goals, which of the options we have discussed are realistic for you?
Make a list, but be honest. Loan modification is only realistic if you have enough income to support a
modified payment. Reinstatement is only realistic if you can get the funds together. A traditional sale is
only realistic if you have enough time before the auction. A short sale is only realistic if you are
underwater or close to it. A deed in lieu is a last resort, not a first choice.

For each option that seems realistic, write down what would need to happen for that option to work, what
the timeline would be, what the cost would be, and what the outcome would look like.



Step four. Rank the options.

Now look at your list of realistic options and rank them in order of preference, based on which one best
matches your goals. Your top choice should be the option that, if successful, would give you the best
outcome relative to your priorities. Your second choice should be your backup plan if the top choice does
not work. Your third choice is your backup for the backup.

Most homeowners should have at least two or three options on this list. Putting all your hope on a single
option is risky. Things go wrong, lender responses take longer than expected, buyers fall through,
programs get denied. You need a Plan B and ideally a Plan C.

Step five. Identify the help you need.

For each of your top options, identify the professionals you need to bring in. Do you need a housing
counselor? A real estate agent? An attorney? A specific type of consultant? A financial advisor for tax
questions?

Make a list of the calls you need to make, and put names and phone numbers next to each one if you have
them. If you do not have specific names, write down where you will find them, like the HUD website or
the State Bar referral service.

Step six. Build your timeline.

Pull out a calendar. Look at the deadlines you wrote down in step one. Now overlay your action plan onto
the calendar.

If you are pursuing a loan modification, when do you need to have your complete application submitted?
Working back from the auction date, what is the latest you can submit and still have it considered?

If you are pursuing a sale, when do you need the house listed by? How long do you expect it to take to
find a buyer and close, and does that timeline work with the foreclosure deadline?

If you are pursuing reinstatement, when do you need to have the funds gathered? What steps need to
happen between now and then to make sure the funds are available?

Write down everything that needs to happen and when it needs to happen, with specific dates. Use
calendar reminders so things do not slip.

Step seven. Take the first action today.

The most important step is the first one. Whatever your plan is, identify the very first action and take it
today. Call the lender. Call a housing counselor. Call a real estate agent for a market value estimate. Pull
out your closing documents to find your loan type. Whatever it is, do it now, not tomorrow.

Inertia is the enemy in foreclosure. Every day that passes is a day of options that may be closing. The
hardest action is the first one, because making the first call makes the situation real. But once you make



that first call, the second call gets easier, and the third call gets easier still, and before long you have
momentum.

Step eight. Track your progress and adjust as you go.

Things will not go exactly according to plan. They never do. The lender will take longer to respond than
you expected. A buyer will fall through. A document you thought you had cannot be found. New
information will change the calculus.

When that happens, do not panic and do not give up. Adjust the plan. Move to Plan B if Plan A is not
working. Bring in additional help if the situation gets more complicated. Communicate with everyone on
your team about what has changed.

Keep notes on every conversation. Date them. Note who you talked to, what you discussed, what was
agreed to, and what the next steps are. These notes become your record of the process, and they are
invaluable if anything is later disputed.

Now [ want to give you some examples of what plans might look like for different situations, just to show
how this framework gets applied in practice.

Example one. The homeowner who is two months behind with a short term hardship.

Situation. Three months behind on the mortgage. Lost a job two months ago, has a strong likelihood of
new employment within sixty days based on active interviews. Has some savings. Equity in the home is
significant. No Notice of Sale yet.

Goal. Keep the house and ride out the temporary income gap.

Realistic options. Forbearance plan to bridge until new income starts. Repayment plan once new income
is in place. Loan modification only if new income comes in lower than expected.

Plan. Call lender this week to apply for forbearance. Continue job search aggressively. As soon as new job
is secured, contact lender to discuss repayment options for the missed months. Have a backup plan to list
the house for sale if job does not materialize within ninety days.

Example two. The homeowner who is underwater with no realistic recovery in income.

Situation. Six months behind. Income has dropped permanently due to a business closure. Other debts are
also problematic. House is worth less than the mortgage balance. Notice of Sale has been filed, auction is
in forty-five days.

Goal. Walk away with the least damage to credit and finances.

Realistic options. Short sale if a buyer can be found and lender approves. Deed in lieu if short sale does
not work out. Bankruptcy if there are other debt issues that need to be addressed.



Plan. List house immediately with an experienced short sale agent. Submit complete short sale package to
lender within ten days. Begin gathering documentation for potential bankruptcy filing as backup. Set a
hard decision date two weeks before the auction to determine whether to proceed with whatever
resolution is in place or pivot to a different strategy.

Example three. The homeowner with significant equity facing a fast moving foreclosure.

Situation. Four months behind. Lost income due to medical issues, recovery is uncertain. Significant
equity in the property based on recent comparable sales. Notice of Sale has been filed, auction is in thirty
days.

Goal. Extract equity, walk away with cash to start over, protect credit.

Realistic options. Traditional sale if time allows. Cash sale to an investor if not. Reinstatement if equity
can be tapped through a personal loan or other source.

Plan. List the house with an experienced agent immediately, priced aggressively for fast sale given the
timeline. Simultaneously contact several cash buyers for quick offers as backup. Apply for any personal
loans or HELOCs that might allow reinstatement. Make a decision within two weeks based on which
option is most likely to close before the auction.

These examples are simplified, and your situation will have its own specifics, but the framework is the
same. Know where you are, know what you want, identify realistic options, rank them, get help, build a
timeline, start acting, and adjust as you go.

I want to add one more thing to this chapter, which is about emotional management during the planning
and execution phase. This is a stressful time. You are going to have moments of fear, anger, despair, hope,
frustration, and exhaustion. All of those are normal.

What you have to do is make sure that those emotions do not derail your plan. The most common
derailing patterns I see are these.

Avoidance. Things get scary or complicated, so you stop opening your mail, stop returning calls, stop
dealing with the situation. This is the worst response, because it lets the situation get worse without your
input. Even when you do not know what to do, you have to keep engaging.

Catastrophizing. You convince yourself that the worst possible outcome is the only possible outcome, and
you make decisions based on that fear. This leads to taking bad deals because you think the alternative is
worse than it actually is. Stay grounded in the facts and the realistic range of outcomes.

Magical thinking. You hold onto a hope that is not actually realistic, and you refuse to consider
alternatives because you are sure your preferred outcome will happen. This means you do not have a
backup plan when the preferred outcome falls through. Be realistic about probabilities and always have a
backup.

Decision paralysis. You see all the options and cannot decide between them, so you do not decide at all.
Days pass, weeks pass, and the situation deteriorates because no decision has been made. Set deadlines



for your own decisions, and if you cannot make a decision by the deadline, make the best decision you
can with the information you have and move forward.

Trust me when I say that this period will pass. You will get through it. The decisions you make now will
shape the next few years of your life, so make them thoughtfully and with help. But you will get to the
other side. Most homeowners do.

In the final chapter, I am going to share some closing thoughts and give you a list of resources you can
use to get started.



Chapter 13: Final Thoughts and Resources

We have covered a lot of ground in this book. From the basics of how foreclosure works, to the options
for keeping or selling your house, to the people who will try to take advantage of you, to the long road of
recovery afterward. By now, I hope you feel more informed, more prepared, and more confident that
whatever you are facing, you have options.

I want to use this final chapter to share some closing thoughts and then give you a practical list of
resources you can use to take action.

The first thought I want to leave you with is this. The single biggest mistake homeowners make in
foreclosure situations is doing nothing. Not making bad decisions. Not picking the wrong option. Not
failing at the option they picked. The biggest mistake is sitting frozen, hoping the situation will somehow
resolve itself or that the lender will forget about the problem.

The lender will not forget. The foreclosure process will not stop on its own. The auction will happen on
the scheduled day unless you make something else happen. So whatever you do, do not freeze. Even
imperfect action is better than no action, because imperfect action keeps you moving and creates new
opportunities, while no action just lets the situation play out on terms that are not in your favor.

The second thought is about identity. Homeownership has become so wrapped up with American identity
that losing a home can feel like losing yourself. I have sat with homeowners who said things like, I was a
homeowner, what am [ now? As if homeownership was the central fact of who they were.

You are not your house. You are not your credit score. You are not your bank balance. You are a person
with your own particular history, talents, relationships, and future. None of that is determined by what
happens to this particular piece of real estate. People who lose homes go on to build wonderful lives.
People who keep homes sometimes live in misery. Your housing situation is one factor among many, not
the determining factor for your worth or your future.

Hold onto that perspective during this difficult time. It does not make the situation easier exactly, but it
puts the situation in its proper place, as one challenge among the many challenges of a long and
complicated life.

The third thought is about family. Foreclosure does not just affect the homeowner. It affects spouses,
children, parents, anyone in the household, and often extended family members who may be drawn in for
help or affected emotionally by what is happening.

Communicate with the people in your household. Especially if there are children, find an age-appropriate
way to talk about what is happening so they are not left to imagine the worst on their own. Younger
children do not need details about mortgages and credit scores. They need reassurance that they are loved
and that the adults are taking care of things. Older children may benefit from more information, both
because they may already be picking up on the stress and because seeing how their family handles
difficulty is a life lesson for them.

For spouses or partners, this is a time to work as a team. Foreclosure stress is one of the things that puts
pressure on relationships, sometimes to the breaking point. Make sure you are communicating about the
situation, making decisions together, and supporting each other through it.



For extended family, be cautious about how much you involve them, especially around money. Asking
family for financial help can save the situation in the short term but create problems in the relationship
that last for years. If you do ask for help, be specific about what you are asking for, what you can offer in
return, and what happens if things do not work out as planned.

The fourth thought is about learning. Whatever the outcome of your specific situation, there is wisdom to
be gained from going through this. Pay attention to what you learn about money, about relationships,
about institutions, about yourself.

What you learn now will inform how you handle financial decisions for the rest of your life. You may
decide to keep less house and more savings going forward. You may decide to diversify income sources
so you are less dependent on any single source. You may decide to be more skeptical of friendly strangers
offering help. You may decide to be more proactive about reaching out for advice when you sense trouble
coming.

Use this experience. Do not waste it.

The fifth and final thought is about hope. Hope sometimes gets a bad reputation in self-help books
because it can sound passive, like wishful thinking. But the kind of hope I mean is different. It is the
belief that better days are possible, combined with the willingness to take the actions that make those
better days more likely.

You are reading this book because some part of you believes that better days are possible. That belief is
correct. Whatever you are facing right now is hard, but it is not permanent. The actions you take in the
next few weeks and months will shape what comes next. There is real reason for hope, not in the form of
magical thinking, but in the form of available paths forward that other people have walked successfully
and that you can walk too.

Now let me give you the practical resources you need to take action.

For housing counseling. The Department of Housing and Urban Development maintains a list of
approved housing counseling agencies. Visit the HUD website at hud.gov and search for housing
counseling, or call 800-569-4287. These services are free or low cost. They include in-person, phone, and
online options.

For Texas-specific assistance. The Texas Department of Housing and Community Affairs has information
about state programs at tdhca.state.tx.us. Programs come and go depending on available funding, so check
what is currently available.

For finding a real estate attorney in Texas. The State Bar of Texas Lawyer Referral Service can be reached
at 800-252-9690. Local bar associations in major Texas cities also have referral services.

For finding a real estate agent who specializes in distressed properties. Ask other professionals for
referrals. The Short Sales and Foreclosure Resource certification from the National Association of
Realtors indicates additional training in this area. Look for agents who have closed multiple short sales or
foreclosure-related transactions.



For checking real estate license status. The Texas Real Estate Commission website at trec.texas.gov lets
you verify any agent's license and check for disciplinary actions.

For credit reports. You can get free credit reports from annualcreditreport.com once per week from each
of the three major bureaus. This is the official site authorized by federal law. Beware of imitator sites that
look similar.

For reporting fraud or scams. The Texas Attorney General's Office has a consumer protection division that
handles complaints about deceptive practices, including foreclosure scams. You can file complaints at the
Texas Attorney General website at texasattorneygeneral.gov. For mortgage fraud specifically, you can also
contact the FBI tip line or the Consumer Financial Protection Bureau at consumerfinance.gov.

For HUD-approved counseling on Spanish or other languages. Many HUD-approved agencies offer
services in multiple languages. When you call the HUD hotline at 800-569-4287, you can request a
counselor who speaks your language.

For mental health support. If you are struggling emotionally with this situation, the 988 Suicide and Crisis
Lifeline is available by calling or texting 988. You do not have to be at the most extreme level of crisis to
use this service. Trained counselors are available to talk through any kind of mental health concern. Many
employers also offer free counseling sessions through Employee Assistance Programs. Check with your
HR department to find out.

For bankruptcy attorneys in Texas. The State Bar of Texas referral service can connect you with
bankruptcy attorneys. Many offer free initial consultations, which is enough to find out whether
bankruptcy is appropriate for your situation.

For your specific lender. Look at any recent mortgage statement for the loss mitigation department phone
number. If you cannot find it, call the main customer service number and ask to be transferred to loss
mitigation. Have your loan number and last few payment details ready when you call.

For loan type identification. Call your lender and ask whether your loan is owned by Fannie Mae, Freddie
Mac, FHA, VA, or another investor. This determines which programs you are eligible for.

For property valuation. Get a comparative market analysis from a local real estate agent. Many will do
this for free. You can also pay for a formal appraisal for a few hundred dollars if you need more precision.

For tax questions related to forgiven debt. Contact a CPA or enrolled agent who handles individual tax
returns. Initial consultations are often inexpensive or free.

I want to close with this. I wrote this book because I have sat across from too many homeowners who
came to me when it was too late to help, and who could have had different outcomes if they had only
known what was possible earlier in the process. I hope this book has given you the information you need
to act in time, with the right help, toward the right outcome for your situation.

Whatever path you choose from here, [ want you to know that this is not the end of your story. It is one
chapter, and it is a chapter that ends. What comes next depends on what you do now and over the next
several months. You have the tools. You have the information. You have the options.



Take the first step today. Make the first call. Open the next piece of mail. Start the conversation with your
family. Whatever your first step is, take it. The path forward exists, and it starts with that single action.

I wish you the best in navigating what comes next. You have more strength than you know, and more
options than you think.

Take care of yourself, take care of your family, and do not let this situation define who you are or who
you will become.

The next chapter of your story is yours to write.



Appendix: Worksheets and Quick Reference

The chapters in this book covered a lot of ground, and I know it can be a lot to take in when you are
already stressed. This appendix gives you simplified worksheets and checklists that you can use to
organize your situation and take action quickly. I am including these because the homeowners who fare
the best in foreclosure situations are usually the ones who get organized and stay organized.

Worksheet One: Your Current Situation Snapshot

Fill out this snapshot before any other conversation. This is the document you will reference when talking
to lenders, agents, attorneys, and counselors.

Your name and the names of all adults on the mortgage.

Property address and the date you purchased the home.

Original purchase price.

Estimated current home value.

Lender name and the loan number.

Loan type if known, for example FHA, VA, conventional, Fannie Mae, Freddie Mac, portfolio.

Current monthly payment broken down into principal and interest, taxes, insurance, and any other
charges.

Unpaid principal balance as of the most recent statement.
Number of monthly payments missed and total dollar amount past due.
Late fees and other charges that have accrued.

Whether there is a second mortgage or home equity line, and if so, the lender, balance, and monthly
payment.

The date you last made a full payment.
Any written communications you have received from the lender, including dates and what each one said.
Whether a Notice of Default or Notice of Sale has been filed, and if so, the relevant dates.

Names and phone numbers of any people who have already contacted you about your situation.



Worksheet Two: Income and Expenses

You need a clear picture of what is coming in and what is going out each month. The lender will ask for
this if you pursue any loss mitigation option, and you need it for your own planning.

Income side. List every source of income for everyone in the household. Wages from employment, self-
employment income, retirement income, social security, disability, child support, alimony, rental income,
investment income, food stamps or other government assistance, any side income. List the gross amount
and the net amount after taxes for each source.

Expense side. List every monthly expense, including housing costs that are not mortgage, like utilities,
internet, phone, basic cable, food and groceries, transportation including car payment, fuel, insurance, and
maintenance, health insurance and out of pocket medical expenses, childcare, debt payments other than
mortgage, including credit cards, student loans, personal loans, and any other monthly obligations like
alimony or child support.

The difference between total income and total expenses is what you have available each month for
housing costs. Compare this to your current mortgage payment to see how big the gap is.

Worksheet Three: Asset Inventory

What do you own that has value or could be turned into cash if necessary?

Checking and savings accounts, with current balances.

Retirement accounts, with current values and noting whether they are accessible without major penalties.
Investment accounts, with current values.

Vehicles owned outright, with estimated values.

Other real estate, with estimated values and any loans against them.

Personal property of significant value, like jewelry, collectibles, or equipment.

Money you are owed by others, with realistic assessment of whether it will be collected.

Cash value of any life insurance policies.

Worksheet Four: Debt Inventory

List every debt you owe, not including the mortgage.



For each debt, write down the creditor name, current balance, monthly payment, interest rate, and whether
you are current or behind.

Total up the monthly payments to see what your monthly debt service looks like outside of housing.

Identify any debts that are secured by specific assets, like a car loan or a furniture financing agreement,
and note what would happen to those assets if the debts are not paid.

Worksheet Five: Goal Setting
Before you start exploring options, get clear on what you actually want.
On a scale of one to ten, how much do you want to keep this particular house?

On a scale of one to ten, how confident are you that you can sustain the current mortgage payment going
forward, even if the past due amount were forgiven?

On a scale of one to ten, how important is protecting your credit score from this situation?
On a scale of one to ten, how important is getting to a resolution quickly, even if it costs more money?

If you had to walk away from this house with cash in hand, what is the minimum amount you would need
to start over comfortably?

If you had to choose between keeping the house and getting out of debt, which would you choose?

If you had to choose between keeping the house and ending the daily stress of this situation, which would
you choose?

These answers will inform every decision you make from here forward.

Checklist One: Initial Action Items
Within the first week of recognizing you are in trouble, you should complete these steps.
Open all unopened mail from your lender and any related parties. Sort by date.

Pull together the documents you signed when you bought the house, especially the deed of trust and
promissory note.

Locate your most recent mortgage statement and your most recent monthly income statements like pay
stubs.

Call your lender's loss mitigation department to introduce yourself and confirm receipt of your file.



Look up HUD-approved housing counseling agencies in your area and schedule an initial appointment.

Get a sense of your home's current market value through online estimates and at least one professional
opinion.

Write down what you want from this situation.
Checklist Two: Documents to Gather

Most loss mitigation programs require similar documentation. Start gathering these now so you are ready
when you need them.

Most recent pay stubs covering the last thirty days.

Most recent two years of W-2 forms or tax returns if self-employed.

Most recent two months of bank statements for all accounts.

Documentation of any other income, like social security, disability, or rental income.
Most recent mortgage statement.

Most recent statements for any other debts.

A hardship letter explaining what happened in your own words.

Government issued photo ID.

If applicable, documentation of the hardship event, like a layoff notice, divorce decree, or medical
records.

Checklist Three: Questions for Your Lender

When you call the loss mitigation department, have these questions ready.

What type of loan do I have, and who is the investor or guarantor?

What loss mitigation programs am I eligible for given my loan type and situation?
What is the exact amount needed to bring the loan current right now?

If I cannot bring the loan current, what are my options, and what are the specific timelines for each?



How do I submit a loss mitigation application, and what documents do I need?
Once I submit a complete application, how long will it take to get a decision?
If a foreclosure sale is currently scheduled, will the sale be postponed while my application is reviewed?

What is the phone number and direct contact information for a single point of contact who will handle my
file?

Can you send me, in writing, a summary of what we discussed and the next steps?

Checklist Four: Questions for Real Estate Agents
When you are interviewing agents to help you with a possible sale, ask these questions.

How many distressed property transactions, including short sales and pre-foreclosure sales, have you
closed in the last two years?

Can you give me references from past clients in similar situations?

What do you think my home is worth in the current market, both for a traditional sale and a quick cash
sale?

What is your typical timeline for a traditional sale in this neighborhood, and how does the timing work
with my foreclosure timeline?

How will you communicate with my lender during the sale process?
What is your commission, and is there any flexibility given my situation?

If you cannot sell my house in the traditional market in time, what backup options would you
recommend?

Are you available to start work immediately, given my timeline?

Checklist Five: Questions for Cash Buyers
If you are considering selling to a cash investor, ask these questions and require clear answers.
Are you the actual buyer, or are you a wholesaler planning to assign this contract to someone else?

Can you provide proof of funds before we sign a contract?



How many properties have you personally closed on in the last twelve months, and can you provide
addresses I can verify?

How much earnest money are you willing to put up, and is it non-refundable after a short due diligence
period?

What is your exact closing timeline, in writing, and what happens if you do not close on that date?
What contingencies do you require in the contract, and how can they be triggered?
Are you willing to close with a title company of my choice, or only one of yours?

What is the actual cash amount I will receive at closing, after all fees and expenses?

Checklist Six: Warning Signs of Scams

If you see any of these signs in your dealings with anyone offering to help, stop and reconsider before
proceeding.

They want money upfront before they have done any work.

They pressure you to make decisions immediately, claiming the offer expires today.
They ask you to sign documents you do not have time to read or have someone review.
They ask you to sign over your deed in exchange for help.

They want you to pay them instead of the lender, claiming they will handle the payments.
They guarantee outcomes that no reputable professional would guarantee.

They will not provide written contracts, references, or verifiable credentials.

They claim to have special relationships with lenders, government agencies, or judges.
They tell you to stop communicating with your lender and let them handle everything.
They suggest paying cash for services or wiring money to unfamiliar accounts.

They want you to make decisions without consulting your family or other advisors.

They use high pressure tactics or make you feel guilty for asking questions.



Checklist Seven: Documents to Read Before Signing

Before signing any agreement related to your home or mortgage, read these documents fully and ask
questions about anything you do not understand.

Any contract for sale of your home, including all addenda and disclosures.

Any loan modification agreement, especially the new payment amount, interest rate, term, and any added
principal balance.

Any forbearance agreement, especially the terms of what happens at the end of the forbearance period.
Any short sale approval letter, especially the terms about the deficiency.

Any deed in lieu agreement, especially the release of liability terms.

Any settlement agreement related to a deficiency or other claim.

Any contract with a real estate agent, attorney, or other professional, including fee structures and scope of
work.

Final Quick Reference: Key Numbers to Remember

Texas foreclosure timeline. From first missed payment to potential auction can be as fast as four to six
months, but is often longer depending on lender pace and your communication.

Notice of Sale timing. In Texas, you must receive the Notice of Sale at least twenty-one days before the
foreclosure auction.

Auction date. First Tuesday of every month at the county courthouse, between ten in the morning and four
in the afternoon.

Dual tracking protection. If you submit a complete loss mitigation application more than thirty-seven days
before a scheduled sale, the lender cannot proceed with the sale until they decide on your application.

Deficiency judgment timing. In Texas, the lender has two years from the date of the foreclosure sale to
file for a deficiency judgment.

Credit recovery timeline. Foreclosure stays on your credit report for seven years from the date of the first
missed payment leading to the foreclosure. Short sale and deed in lieu typically allow faster recovery,
often within two to four years.

Waiting periods for new mortgages. FHA loans typically allow new mortgages three years after
foreclosure. Conventional loans typically require seven years after foreclosure or four years after short



sale or deed in lieu. VA loans typically allow new mortgages two years after foreclosure. These are
general guidelines and specific situations vary.

Annual free credit reports. You can get a free credit report from each of the three major bureaus once per
week from annualcreditreport.com.

HUD housing counseling. Call 800-569-4287 or visit hud.gov to find a HUD-approved housing counselor
in your area. Services are free or very low cost.

Use this appendix as a working document. Print these worksheets out. Fill them in. Take them with you to
meetings. The act of organizing your information is itself a form of taking control of your situation, and
taking control is the foundation of everything else you will do from here.

You can do this. Take the first step today.
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Information About Brokerage Services notice to prospective clients. This book does not constitute the provision of brokerage services to you, and
no brokerage relationship is created by your reading this book. To engage real estate brokerage services, a separate written agreement is required.



	INTRODUCTION
	If you are reading this book, chances are you are going through one of the toughest times in your life. Maybe you opened a letter from your lender last week that used the word "default." Maybe you got a notice taped to your front door. Maybe a neighbor mentioned they saw your address on a list somewhere, and your stomach dropped. Whatever the reason, you are here, and that already tells me something important about you. You are not the kind of person who hides from a problem. You are the kind of person who looks for answers.
	I want to be straight with you from the start. My name is Alan Hernandez. I am a real estate broker in Texas, and I run a team called the SupremeTeam at White Picket Realty. Over the years, I have helped a lot of homeowners walk through situations that looked impossible from the outside. Foreclosure, divorce sales, inherited properties with title issues, homes that needed work the seller could not afford, and everything in between. I have sat at kitchen tables with people who were sure they were about to lose everything. Some of those conversations ended in tears, but most of them ended in a plan. A real plan, with real numbers and real next steps.
	This book is not a magic wand. I cannot promise that everything will go back to the way it was before. What I can promise is that there are more options than your lender will tell you about, more options than the foreclosure rescue scammers will tell you about, and more options than your neighbor or your cousin or that guy at church will tell you about. I have seen homeowners walk away with tens of thousands of dollars in their pocket when they thought they had nothing left. I have also seen homeowners do nothing and lose everything they had built. The difference between those two outcomes is almost always the same thing. Time and information.
	Time is the single most valuable thing you have right now. Every day that passes is a day of options that quietly close behind you. The lender does not send you a calendar with each option crossed off as it expires. They just keep moving forward with their process, and one day you wake up and the auction is next Tuesday and there is nothing anyone can do. I do not want that to be your story.
	Information is the other thing. Most people facing foreclosure are working with about five percent of the information they actually need. They got that five percent from a Google search at two in the morning, or from a friend who went through something similar twenty years ago, or from a postcard in the mail that promised to fix everything for a fee. None of that is enough. What you need is the full picture, in plain language, with no agenda hidden behind it. That is what this book is for.
	I wrote this for the homeowner who is one or two payments behind and starting to panic. I wrote it for the homeowner who has already received a Notice of Default and is staring at the calendar. I wrote it for the homeowner whose spouse just left, or whose job just ended, or whose business just slowed down. I wrote it for the homeowner who inherited a house with a mortgage and does not know what to do next. I wrote it for the homeowner who is current on payments today but can see the cliff coming three months out.
	You are going to read about loan modifications and forbearance plans and how lenders actually think when they are deciding what to do with your file. You are going to read about short sales and deed in lieu agreements and what they really do to your credit. You are going to read about how to sell a house quickly, even one that needs work, and how to figure out if you have equity hiding in the property that you did not even know about. You are going to read about scams to watch for, because there are a lot of them and they all sound great until you sign the paperwork. You are going to read about your rights as a Texas homeowner, and what the foreclosure timeline actually looks like in this state.
	I am going to give you the same advice I would give my own mother if she called me tomorrow and said her house was in trouble. No fluff, no upsell pressure, no pretending that one option is the only option when it really is not. By the end of this book, you should be able to look at your own situation and know what questions to ask, who to call first, and which path makes the most sense for you and your family.
	One more thing before we get into it. If you take only one thing from this book, let it be this. You are not alone, and you are not the first person to be where you are right now. I know it feels like it, because nobody talks about foreclosure at the barbecue. Nobody posts on Instagram that they are three months behind on the mortgage. So you sit with it alone, and it gets bigger and scarier in your head every day. But every single week, real families in Texas are working through exactly what you are working through, and most of them come out the other side okay. Not the same as before, maybe not in the same house, but okay. With their dignity intact, with some money in the bank, and with a plan for what comes next.
	Let us get started.
	Chapter 1: Understanding What You Are Actually Facing
	The word foreclosure is one of the scariest words in the English language for a homeowner, and most of that fear comes from not knowing what the word actually means. So let us start there. Let us pull the curtain back and look at the machine.
	Foreclosure is a legal process. It is not a punishment, even though it can feel like one. It is not a moral judgment on you as a person. It is a series of steps that a lender takes to recover the money it loaned you when you bought your home, in the event that you can no longer make the payments. That is it. Everything else around it is paperwork, deadlines, and procedure. Scary procedure, yes, but procedure.
	When you bought your house, you signed two main documents that matter here. One was the promissory note, which is your promise to pay back the loan with interest over a specific period of time. The other was the deed of trust, which gave the lender the right to take the house and sell it if you stop paying. That second document is the one that powers the foreclosure process. Without it, the lender would have to sue you in court for years to get its money back. With it, the lender has a faster, cleaner path to recovery, and that path is what we call foreclosure.
	Texas is what is known as a non-judicial foreclosure state. That is important, because it means the lender does not have to go to court to take your house. In some states, foreclosure requires a judge, lawyers on both sides, and months or years of hearings. In Texas, the lender can foreclose by following a specific set of steps laid out in state law, and the whole thing can move in a matter of weeks once it gets going. That is one of the reasons time matters so much here. The Texas foreclosure timeline is one of the fastest in the country.
	Let me walk you through what that timeline actually looks like, because I have found that most homeowners have no idea. The clock starts ticking the day you miss your first payment. For the first thirty days, you are simply late. The lender will call you, send letters, maybe assess a late fee. This is the period where most people fix the problem themselves, either by catching up the payment or by communicating with the lender about what is going on.
	After about ninety days of missed payments, you officially enter what is called default. This is when the lender starts treating you differently. The friendly reminders stop. The loss mitigation department gets involved, and the file gets reviewed for what comes next. Sometime in this window, you may receive a letter called a Demand Letter or a Notice of Intent to Accelerate. That letter tells you that if you do not bring the loan current within a specific period of time, usually about thirty days, the lender will accelerate the loan, meaning the entire balance becomes due, not just the missed payments.
	If you do not respond to the Demand Letter, the lender moves to the next step, which is the Notice of Sale. In Texas, this notice must be filed with the county courthouse and mailed to you at least twenty-one days before the foreclosure auction. The auction itself happens on the first Tuesday of the month, at the county courthouse, between ten in the morning and four in the afternoon. This is required by Texas law, and it is one of the few parts of the process that almost never changes.
	On that Tuesday, your house is sold to the highest bidder. Usually that bidder is the lender itself, bidding the amount you owe so that it can take the property back. Sometimes it is an investor who has been watching the foreclosure list. Either way, once the gavel falls, the house belongs to someone else.
	After the sale, you typically have a short window to leave the property voluntarily before formal eviction begins. The new owner can file what is called a forcible detainer action to remove you legally, and that process usually takes another few weeks.
	So from start to finish, in Texas, a foreclosure can go from first missed payment to gavel down in about four to six months. Sometimes faster. Sometimes a little slower, depending on how busy the lender is and whether you are responding to communications. But four to six months is a useful number to keep in your head.
	Now here is the part that most homeowners do not understand. At every single one of those steps, there are options. There are off-ramps. There are conversations you can have, programs you can apply for, alternatives you can explore. The lender is not going to lay all of those options out on the table for you, because the lender is not your friend. The lender is a business, and its job is to recover its money in the most efficient way possible. But the options exist, and they get fewer and harder to use the closer you get to that auction date.
	This is why I keep coming back to time. If you are reading this book and you have not missed a payment yet but you can see one coming, you have the most options available to you. If you are thirty days behind, you still have most of them. At ninety days, the menu starts to shrink. Once you receive that Notice of Sale, the menu is much smaller and the deadlines are very real. Once the auction happens, the menu is basically empty.
	I want to address one more thing in this chapter, because I hear it from homeowners every week. There is a feeling of shame around foreclosure that keeps people from acting. People do not want to call the lender because they are embarrassed. They do not want to talk to a real estate agent because they think the agent will judge them. They do not want to tell their family because they feel like they failed.
	I have been in this business for a long time, and I want you to hear me on this. Nobody who matters is going to judge you. The people who work in loss mitigation departments at lenders talk to people in your situation all day, every day. The good real estate agents and brokers, the ones who specialize in this, see foreclosure files constantly. We are not shocked, we are not surprised, and we are not looking down on you. We are looking for a way to help.
	Things happen to good people. Jobs disappear. Marriages end. Health problems show up out of nowhere. Businesses that worked for ten years stop working in a single quarter. Property taxes go up faster than incomes. Insurance gets harder to find and more expensive when you do find it. The economy throws curveballs that nobody could have predicted. None of that is a failure of you as a human being. It is just life. The question is not whether life threw you a curveball. The question is what you are going to do about it now.
	In the next chapter, I am going to walk you through the first conversation you need to have, which is the conversation with yourself and your family about where you actually are financially. Because before you can pick a path forward, you have to know exactly where you are starting from. Most people are afraid to look at the numbers. I am going to give you a way to look at them that does not feel like staring into the abyss.
	Chapter 2: The Honest Conversation with Yourself
	Before you call a lender, before you call a real estate agent, before you call anyone, you need to sit down and have an honest conversation with yourself about where you really are. I know this sounds simple. I promise you it is not. Most homeowners I have worked with have been carrying around a version of their financial situation in their head that is missing key pieces, and they have been making decisions based on that incomplete picture for months or even years.
	So here is what I want you to do. Find a quiet hour. Sit down at the kitchen table with a notebook, or a spreadsheet on your laptop, or whatever you are most comfortable with. Turn off the TV. Put the phone face down. And we are going to build a complete picture of your situation in four parts.
	Part one is your housing situation. I want you to write down the following numbers. What is your current monthly mortgage payment, including principal, interest, taxes, and insurance? What is the unpaid balance on the loan right now? You can usually find that on your most recent mortgage statement. How many months are you behind on payments, and what is the total amount past due? What are the late fees and penalties that have been added? Is there a second mortgage or a home equity line of credit on the property, and if so, what is the balance and the monthly payment on that? When did you buy the house, and what was the original purchase price? What do you think the house is worth today, just based on your gut and what you know about the neighborhood?
	Do not look any of these numbers up yet. Just write down what you think they are. We will refine them in a minute.
	Part two is your income situation. What is your current monthly take-home pay, after taxes? If you are married or share finances with another adult, what is theirs? Is that income stable, or is it shaky right now? If it is shaky, why? Is there income you used to have that you no longer have, and if so, what happened to it? Are there any prospects for new income in the next ninety days that you can count on, not just hope for?
	Part three is your other debts. List every debt you owe, not including the mortgage. Credit cards, car loans, student loans, medical bills, money you borrowed from family, anything. Write down the balance and the minimum monthly payment for each one. Add them all up. That number is your monthly debt service outside of housing.
	Part four is your other assets. Do you have any savings? Any retirement accounts? Any investments? Any vehicles that are paid off? Any other real estate? Anything you could sell quickly if you absolutely had to? Be honest with yourself about what these things are worth in a real sale, not what you wish they were worth.
	Now look at the picture you have just put together. For most homeowners in foreclosure, the picture looks something like this. The mortgage payment is a big chunk of the monthly income, often more than it should be. There are two or three other debts that have been piling up. Income has gone down recently, or expenses have gone up, or both. Savings are gone or close to gone. Other assets, if they exist at all, are not liquid.
	If that is your picture, do not panic. That is the picture for almost everybody in your situation. The fact that you can now see it clearly is the first step toward fixing it.
	Now we are going to refine some of those numbers. The most important one to get right is the value of your house. The reason this matters is that the value of your house determines which options are actually available to you. If you have equity, you have one set of options. If you do not have equity, you have a different set of options. If you have negative equity, meaning you owe more than the house is worth, you have a third set of options. Each of these is a completely different game, and you cannot play the right game until you know which one you are in.
	To get a reasonable estimate of your home value, you have a few options. The least accurate is to look at Zillow or Redfin or one of those big websites. Those estimates are usually pretty far off, especially in Texas, because they do not have access to our MLS data and they are guessing based on incomplete information. The most accurate is to get a real broker price opinion or a comparative market analysis from a local agent who knows your neighborhood. Many of us will do this for free, with no obligation, especially for someone in your situation. You can also pay for a formal appraisal, which is the most accurate of all, but it usually costs a few hundred dollars.
	If you call a local agent and ask for a comparative market analysis, here is what they will do. They will pull up the homes that have sold near you in the last few months, find the ones that are most similar to yours in size and condition and lot, and adjust the values for differences. They will give you a range, usually with a low end and a high end, of what your house would likely sell for if you put it on the market today. This is real information based on real recent sales, and it is exactly what you need.
	While you are at it, ask the agent for the same analysis but for a quick cash sale instead of a traditional sale. The cash sale number will be lower, usually by ten to twenty percent, because cash buyers are looking for a discount in exchange for speed and certainty. You want both numbers, because depending on your timeline, you may need one or the other.
	Now you have a real value for your house. Subtract from that value the unpaid balance of your mortgage, plus any second mortgage, plus an estimate for closing costs and agent commissions if you sold it traditionally. That number, positive or negative, is your equity. If it is positive, you have options that involve selling and walking away with money. If it is zero or close to zero, you have options that involve selling without making money but also without owing anything. If it is negative, you have options that involve negotiating with the lender to accept less than what is owed.
	I want to point out something that surprises a lot of homeowners. Even people who are deep in foreclosure often have equity in their home. Not always, but more often than you would think. The market has been strong in most of Texas for many years now. Homes that were purchased five or ten years ago are usually worth significantly more today than the unpaid balance on the mortgage. If you bought your home recently or you have refinanced and pulled cash out, you may have less equity, but you should still check. Do not assume.
	I had a client last year who was three months behind on her mortgage and was convinced she was going to lose everything. She came to me asking how to get her stuff out of the house before the auction. We ran the numbers and found out she had over sixty thousand dollars of equity in her property. We sold the house in three weeks, paid off the mortgage and all the back payments and fees, and she walked away with a check that was enough to put her in an apartment with savings for the first time in her adult life. She had no idea the equity was there. She had been assuming for months that she had nothing.
	I tell that story not to make any promises, because every situation is different. I tell it because the assumption that you have nothing is often wrong, and you owe it to yourself to find out for sure before you make any decisions.
	The other thing you need to do in this honest conversation is decide what you actually want. This sounds obvious, but it is not. Some homeowners want to keep the house at almost any cost. Others have already emotionally moved on and just want to get out without damage. Others want to keep the house if they can, but they are open to selling if keeping it is not realistic. Each of these is a legitimate goal, and the right strategy depends on which one is yours.
	Ask yourself these questions. If I could keep this house and make the payments comfortably going forward, would I want to? Or am I already thinking about somewhere else? Is this house tied to memories I want to preserve, or memories I want to leave behind? If I sold this house and walked away with some money, would that feel like a relief or like a loss? If I had to choose between keeping the house and keeping my credit, which would I choose? If I had to choose between keeping the house and keeping my marriage or my mental health, which would I choose?
	There are no wrong answers to these questions. The answers depend on you, on your family, on your stage of life, on a hundred personal factors that nobody else can weigh for you. But you need to know your answers before you start exploring options, because every option has a tradeoff, and you need to know which tradeoffs you are willing to make.
	Once you have the financial picture and you have your own goals clear in your head, you are ready to start looking at the actual paths forward. That is what the rest of this book is about. We will look at the options that involve keeping the house. We will look at the options that involve selling the house. We will look at the options that involve walking away. And for each one, I will tell you what it really looks like, what it really costs, and who it really works for.
	But first, in the next chapter, we are going to talk about your lender. Because no matter which path you end up choosing, your lender is going to be part of the picture, and understanding how they think is going to make every conversation easier.
	Chapter 3: How Lenders Actually Think
	If you want to understand your options in foreclosure, you have to understand the lender. Not in a vague way, but in a real way, because the lender is going to make a lot of decisions about your file in the coming weeks and months, and those decisions are going to be driven by things that have very little to do with you personally.
	Let me start with the most important thing. The person you talk to at the lender is not the person who makes decisions about your file. I cannot tell you how many homeowners I have worked with who got into a friendly conversation with someone at the call center and walked away thinking they had an understanding. Then a week later something completely different happens, and the homeowner is confused and frustrated. The call center person was probably being honest, but they do not have authority over your file. The authority is somewhere else in the building, or more accurately, in a software system that is making decisions based on rules that the call center person does not even fully understand.
	So when you call your lender, you are not negotiating with a human being in any meaningful sense. You are submitting information that gets entered into a database, and the database is what makes the decisions, based on programs that the lender has set up and rules that come from somewhere upstream of the lender, like Fannie Mae, Freddie Mac, the VA, or the FHA. Knowing this changes the way you should approach every conversation. You are not trying to convince anyone of anything. You are trying to get accurate information into the database so the software can run the right calculations.
	Here is the other thing that surprises a lot of homeowners. Your lender does not necessarily want your house. I know that sounds backward, because the whole foreclosure process is the lender taking the house. But the lender did not get into the lending business to own houses. The lender got into the lending business to collect interest payments on money it loaned out. When your loan goes into foreclosure and the lender ends up owning the house, that is actually a problem for the lender, not a victory. They now have an asset they have to manage, list, sell, maintain, insure, and take a loss on.
	Foreclosure is expensive for lenders. Industry estimates put the cost of a typical foreclosure at somewhere between forty thousand and seventy thousand dollars, after you add up the legal fees, the lost interest, the property maintenance, the discount the lender has to take when they finally sell the house, and the staff time involved in managing the process. Lenders know this. They are not eager to foreclose if there is another way to recover their money.
	This is the foundation of every loss mitigation conversation you might have. The lender has options other than foreclosure, and many of those options are better for the lender than foreclosure is. The lender will not always offer these options to you. You sometimes have to ask for them. But they exist, and the lender has incentives to use them if you can make a credible case that you can hold up your end.
	Let me walk you through the main programs that lenders use.
	The first one is called a forbearance. Forbearance is when the lender agrees to let you skip or reduce payments for a defined period of time, usually three to six months, sometimes longer. At the end of the forbearance period, you have to come up with a plan to deal with the payments you missed. Sometimes you add them to the end of the loan, sometimes you pay them back in installments, sometimes you do what is called a deferral where they get added to the principal balance and you pay them off when you sell or refinance. Forbearance is typically used for short-term hardships, like a job loss that you expect to recover from, or a medical issue that has a clear endpoint.
	The second option is called a loan modification. This is when the lender actually changes the terms of your loan to make it more affordable. They might lower the interest rate, extend the term, add the missed payments to the back of the loan, or in some cases reduce the principal balance, although that last one is rare. The result is a new monthly payment that you can actually afford. Loan modifications are typically used for long-term hardships, where the change in your situation is permanent or at least extended.
	The third option is called a repayment plan. This is the simplest one. You agree to pay your regular monthly payment plus a little extra each month for a defined period, until you have caught up on the missed payments. Repayment plans work when you can afford your regular payment again but you need time to catch up on what you missed.
	The fourth option is called a deed in lieu of foreclosure. This is where you voluntarily sign the house over to the lender, and in exchange the lender agrees not to foreclose. The advantage to you is that it is less damaging to your credit than a foreclosure, and there is no public auction. The disadvantage is that you lose the house and you do not walk away with any money, even if you had equity. Lenders usually only accept deed in lieu when they believe a foreclosure would result in a similar or worse outcome for them, so this option is most common with underwater properties or properties in poor condition.
	The fifth option is called a short sale. This is when the lender agrees to let you sell the house for less than what you owe, and the lender takes the proceeds and either forgives the rest or, in some cases, requires you to sign a promissory note for the difference. Short sales involve a real estate agent, real buyers, and real market conditions. They take time and they require a lot of paperwork, but they can be a good option for homeowners who are underwater and need to walk away cleanly.
	The sixth option, and the one most lenders will not bring up unless you push for it, is a traditional sale where you simply sell the house on the open market, pay off the lender in full, and walk away with whatever equity is left. This is not a loss mitigation program. This is just selling your house. But it is the right answer for many homeowners in foreclosure, especially in markets like Texas where home values have risen significantly. The lender does not have to approve this because they are getting paid in full at closing.
	Now, here is where it gets complicated. Different lenders handle these programs differently. Loans backed by Fannie Mae or Freddie Mac have one set of rules. Loans backed by the VA have another set. FHA loans have yet another set. Private loans, sometimes called portfolio loans because the lender keeps them on its own books, can have their own rules that vary lender to lender.
	When you call your lender, one of the first things they should tell you is what kind of loan you have. If they do not volunteer that, ask. Ask whether your loan is owned by Fannie Mae, Freddie Mac, FHA, VA, or another investor. The answer determines which programs you are eligible for and what the timelines look like.
	You also need to know what a loss mitigation application looks like. Every lender has one, and they all want similar information. They want a hardship letter explaining what happened. They want recent pay stubs or proof of income. They want bank statements. They want a budget showing your income and expenses. They want recent tax returns. Some want a list of your other debts and assets. The packet is usually thirty or forty pages of forms and supporting documents.
	The biggest mistake homeowners make with these applications is sending them in incomplete. The lender will not call you back to ask for the missing pieces. The application will just sit there, marked incomplete, while the foreclosure clock keeps ticking. You can be doing everything you think you are supposed to be doing, and the lender will still move forward with the foreclosure because your application was never officially considered.
	So when you send in an application, make a complete copy of everything. Send it certified mail with return receipt, or upload it through the lender's portal and screenshot every step. Call a few days later to confirm receipt, and ask whether anything is missing. Get the name of the person you spoke with. Make notes of every conversation. This is your file. You are the project manager.
	I have one more thing to say about lenders, and this is important. When you are dealing with the lender, never lie, never make promises you cannot keep, and never go silent. Lying gets caught eventually, and once it is caught the lender stops trusting anything you say. Promising payments you cannot make leads to broken agreements, which makes the lender less willing to work with you. Going silent makes the lender assume the worst and accelerate the foreclosure.
	What you should do instead is be honest about what happened, be realistic about what you can do, and stay in regular contact. If you are going to miss a deadline, call them before the deadline and tell them. If your situation changes, update them. Treat it like a business relationship, because that is what it is.
	The lender is not your enemy, even though it can feel that way. The lender is a business with a problem, and you are a homeowner with a problem, and you are both trying to figure out the best way to resolve the situation. If you can approach it that way, you will have better conversations and better outcomes.
	In the next chapter, we are going to look at the options for keeping the house, in more detail, so you can figure out whether any of them make sense for your situation.
	Chapter 4: Options for Keeping the House
	For a lot of homeowners, the first instinct is to do whatever it takes to keep the house. That instinct makes sense. The house is home. It is where your kids grew up, or where you raised a family, or where you finally felt like you had made it. The thought of leaving it behind feels like losing a piece of yourself.
	I respect that feeling, and I want to walk you through the options that exist for keeping the house. But I also want to be straight with you, because not every homeowner can keep the house, and chasing that goal past the point where it makes sense can cost you in ways that matter more than the house itself.
	Let us go through the options one by one.
	The first option is to catch up on the missed payments yourself. This is called reinstatement. You write a check for all the past due payments, plus late fees, plus any legal fees the lender has already incurred, and the loan goes back to current. You go back to making your regular monthly payment, and the foreclosure is over. This is the cleanest option if you can do it.
	The question is whether you can. To reinstate, you usually need to come up with several months of payments at once, sometimes plus a few thousand dollars in fees. If you are in foreclosure because you ran out of money, then by definition you do not have a big chunk of money sitting around. But some homeowners can borrow from family, take a loan from a retirement account, sell a vehicle or other asset, or otherwise pull together a one-time lump sum. If that is realistic for you, reinstatement should be your first consideration.
	A word of caution. Make sure that whatever you do to come up with the reinstatement money does not just delay the problem. If you take a loan from your 401k and you cannot pay it back, you have created a new problem on top of the old one. If you borrow from family and you cannot pay them back, you have damaged a relationship that matters more than the house. The reinstatement only works if it actually fixes the underlying problem, which means you need to be confident that you can make the regular payments going forward. If you are not confident about that, reinstatement is probably not the right move.
	The second option is a forbearance plan, which I introduced briefly in the last chapter. Let me go deeper here.
	Forbearance is best suited for short term hardships with a clear end date. Examples include a job loss where you have realistic prospects to find a new job within a few months, a medical issue where you expect to be back at work after recovery, a temporary income disruption that you can document, or a natural disaster recovery situation. The lender wants to see that the hardship is temporary, not permanent.
	When you apply for forbearance, the lender will ask for documentation of the hardship and your current financial situation. They will typically grant a forbearance of three to six months, with the possibility of extension if the hardship continues. During the forbearance period, you either make no payments or make reduced payments, depending on the terms.
	The big question with forbearance is what happens at the end. There are usually four ways the missed payments get handled, and you need to understand which one your lender is offering before you sign anything.
	The first is a lump sum repayment, where you owe all the missed payments at the end of the forbearance period. This is the worst option for most homeowners, because if you could not afford the payments during the forbearance, you probably cannot afford to pay them all at once at the end. Avoid this if you can.
	The second is a repayment plan, where the missed payments get spread out over a defined period after the forbearance ends, and you pay your regular payment plus a portion of the missed payments each month until you catch up. This works if you can afford the increased payment.
	The third is a deferral, where the missed payments get added to the end of the loan as a non-interest-bearing balance that becomes due when you sell or refinance. This is the friendliest option, because your monthly payment goes back to normal and you do not have to deal with the deferred balance until something else triggers it.
	The fourth is a loan modification at the end of the forbearance, where the lender restructures the loan to incorporate the missed payments and create a sustainable new payment going forward.
	Make sure you know which of these options applies to your forbearance before you accept it. Get it in writing. I have seen too many homeowners who thought they had a deferral and then got hit with a lump sum demand at the end of the forbearance period.
	The third option is a loan modification. This is one of the most powerful tools in the loss mitigation toolbox, and it deserves a section of its own.
	A loan modification permanently changes the terms of your existing loan. The lender does not give you a new loan. They just rewrite the terms of the one you have. The most common changes are extending the term to lower the monthly payment, lowering the interest rate, adding the missed payments to the principal balance and recasting the loan, or in rare cases reducing the principal balance.
	To qualify for a loan modification, you typically need to show the following. A hardship that has caused you to fall behind, ideally documented with paperwork like a layoff notice or a medical bill. Current income that is sufficient to make a modified payment, even though it is not enough to make the original payment. A budget that shows the modified payment is sustainable for you going forward. A history of homeownership where you have generally been a responsible borrower.
	The lender will calculate a target monthly payment based on a ratio of your gross monthly income, usually somewhere around thirty-one percent. If the modified payment hits that target and is sustainable, the modification is likely to be approved. If your income is too low to support even a modified payment at that ratio, the modification may not be possible.
	Loan modifications take time. From the day you submit a complete application, it typically takes two to four months to get an answer. During that time, if you have not already received a Notice of Sale, the foreclosure process pauses. If you have already received a Notice of Sale, things get more complicated, and you may need a lawyer to make sure the sale does not proceed while your application is being reviewed.
	There is a federal regulation that says if you submit a complete loss mitigation application more than thirty-seven days before a scheduled foreclosure sale, the lender is not allowed to proceed with the sale until they have made a decision on your application. This is called the dual tracking prohibition, and it is a major protection for homeowners. Use it. If you have a sale date and you submit your application in time, the sale should be postponed.
	The fourth option for keeping the house, and one that is less commonly discussed, is refinancing the loan with a different lender. If you have equity in your home and your credit has not been too badly damaged yet, you might be able to refinance with a new lender that pays off your current lender entirely. This gives you a fresh start with new terms.
	The challenge with refinancing while in foreclosure is that most traditional lenders will not refinance a loan that is delinquent, and most will not refinance someone whose credit has recent late payments. So refinancing usually only works if you catch the situation early, before your credit has been too damaged, or if you have substantial equity that makes you attractive even with bad credit.
	There are also some non-traditional lenders, sometimes called hard money or private money lenders, who will refinance based on the equity in the property rather than your credit. These loans usually have higher interest rates and shorter terms, sometimes only one or two years, with the expectation that you will refinance again into a traditional loan once your credit recovers. This can be a useful bridge in the right circumstances, but the terms are not friendly, and you need to be very careful that you can actually make the payments on the bridge loan and that you have a realistic plan to refinance again at the end.
	A fifth option that comes up occasionally is having someone else, like a family member, buy the house from you and rent it back to you, with an option to buy it back later. This is sometimes called a sale-leaseback. It can work when there is a family member or close friend who has the resources and the trust to participate. It rarely works with strangers or with companies that advertise this kind of arrangement, because the terms tend to be predatory and the homeowner often ends up losing both the house and any money they put into the deal. If a stranger offers you a sale-leaseback, walk away. If a family member offers and you trust them and the numbers make sense, it can be a real solution.
	Now I want to address the question that homeowners sometimes ask, which is whether you can just file for bankruptcy to stop the foreclosure. The short answer is yes, sort of, but it is not a long term solution by itself.
	Filing for bankruptcy triggers an automatic stay, which immediately stops the foreclosure process. The lender cannot proceed with the sale while the bankruptcy is active. This can buy you time, sometimes a lot of time, especially with Chapter 13 bankruptcy, which is a reorganization that lets you pay off debts over three to five years.
	But bankruptcy is not a magic stop button. The lender can ask the bankruptcy court for what is called relief from stay, which means permission to proceed with the foreclosure even though you are in bankruptcy. If you are not making payments during the bankruptcy and you have no plan to make payments, the lender will usually get that relief. The foreclosure restarts and the sale happens.
	In a Chapter 13, you can include the missed mortgage payments in the bankruptcy plan and pay them off over the life of the plan, which is three to five years. This can let you keep the house and catch up on payments through the bankruptcy. But you have to be able to make your regular monthly mortgage payment going forward, plus the bankruptcy plan payment, plus your other expenses. If you cannot afford all of that, bankruptcy will not save the house. It will just delay the inevitable while you spend money on legal fees.
	Bankruptcy is a serious decision with significant long-term consequences. Talk to a bankruptcy attorney before you file. Most will offer a free or low-cost initial consultation. Do not file just to stop the foreclosure unless you have a realistic plan to deal with the underlying debts.
	There is one more thing I want to mention in this chapter, and that is what to do if you have a second mortgage or a home equity line of credit on top of your first mortgage. These are separate liens, and they have to be dealt with separately. You can work out a loan modification with your first mortgage holder and still have problems with the second. The second lien holder might be willing to settle for a discount, especially if there is little or no equity left to cover their lien, but you usually have to ask. Do not assume the second lien will just go along with whatever you work out with the first.
	So to summarize this chapter. Keeping the house is possible in many situations, but it requires a clear-eyed assessment of whether you can really afford to keep it long term. The options include reinstatement, forbearance, loan modification, refinancing, and sale-leaseback arrangements with family. Bankruptcy can pause the process but is not by itself a solution. Each of these options has tradeoffs and requirements, and you need to know which one fits your situation.
	If after reading this chapter you are pretty sure that keeping the house is the right goal for you, the next steps are to gather your documents, contact the lender's loss mitigation department, and submit a complete application. Keep careful records of everything. Be patient but persistent. And get help from a HUD-approved housing counselor if you want a free advocate in your corner.
	If after reading this chapter you are starting to think that keeping the house might not be the right answer, the next chapters are going to walk you through what selling looks like, both traditionally and in distressed situations. There is no shame in selling. For many homeowners, it is the cleanest path to a better future.
	Chapter 5: Selling the House the Right Way
	I want to start this chapter by saying something that might surprise you. Selling your house is not failure. It is not giving up. For a lot of homeowners I have worked with, selling was the smartest financial move they ever made, and they walked out of the situation in a much better position than they would have been in if they had clung to the house.
	The reason this is hard for homeowners to hear is that there is a story we tell ourselves about real estate, which is that owning is always better than renting and that selling at the wrong time is always a mistake. Sometimes those things are true. Sometimes they are not. The right answer depends on your specific situation, and you have to be willing to look at it honestly.
	Let me lay out the case for selling. If you have equity in your home, selling allows you to extract that equity in cash. Depending on the amount, that cash can be the foundation of your next chapter. It can pay off other debts, fund a deposit on a rental, cover moving expenses, leave you with savings, or all of the above. Equity that stays trapped in a house heading toward foreclosure does you no good. Equity that you pull out in a clean sale is real money you can use.
	Selling also protects your credit much better than foreclosure does. A foreclosure typically takes one hundred fifty to two hundred fifty points off your credit score, and it stays on your credit report for seven years. Even after that, certain lenders will be hesitant to work with you for longer than that. A sale, even a quick or distressed sale, does not show up as foreclosure on your credit report. It just shows that you paid off your mortgage, which is what every successful sale does.
	Selling also gives you control over the timeline. You decide when to list, when to accept an offer, when to close, and when to move out. In a foreclosure, the lender decides those things, and they tend not to be considerate about your situation.
	Now let me walk you through what selling actually looks like, depending on which path you take.
	The first path is the traditional sale on the open market through a real estate agent. This is what most homeowners think of when they think of selling a house. You list the property on the Multiple Listing Service, which is the database that real estate agents use. The property gets marketed to buyers and other agents. Showings happen, offers come in, you accept one, the buyer arranges financing and inspections, and eventually you close.
	The advantages of a traditional sale are that you typically get the highest price, you have a pool of potential buyers competing for your house, and you have a professional managing the process for you. The disadvantages are that it takes time, usually anywhere from a few weeks to a few months, and during that time the foreclosure clock is still ticking.
	If you have enough time before a foreclosure sale, a traditional sale is usually the right answer for homeowners with equity. The agent commission costs you about five to six percent of the sale price in most cases, but you typically make that back and more in the higher sale price compared to other options. If you are interviewing agents, look for someone who has worked with homeowners in foreclosure before. They will know how to communicate with your lender, how to manage the timeline, and how to handle the complications that come up.
	The second path is a quick cash sale to an investor. There is a whole industry of buyers, sometimes called wholesalers or flippers or cash buyers, who specialize in buying homes quickly. They typically offer below market value, often somewhere between sixty and eighty percent of what the house would sell for traditionally. In exchange, they close fast, often in two weeks or less, they buy the house as is so you do not have to make any repairs or even clean, and they take care of the paperwork.
	This path makes sense in some situations. If you do not have time for a traditional sale before the foreclosure auction, a cash sale might be the only realistic option to get out with any equity. If your house needs significant repairs that you cannot afford to make, a cash sale takes that problem off the table. If you want certainty and a fast close, cash buyers can deliver that.
	The downside is the price. You leave money on the table when you sell to a cash buyer. Sometimes a lot of money. So if you have time for a traditional sale, that is almost always the better financial choice.
	I want to be very honest with you about cash buyers, because there are good ones and bad ones in this industry. The good ones are real businesses with track records, who pay fair prices given the speed and certainty they offer, who close on time, and who do what they say they will do. The bad ones tie up your property with contracts that have escape clauses, try to renegotiate at the last minute, drag out closings, and sometimes are not really buying at all but just trying to assign the contract to someone else.
	If you are going to sell to a cash buyer, here are the questions to ask. Are you the actual buyer, or are you assigning this contract to someone else? Show me your proof of funds before I sign anything. How many properties have you closed on in the last year, and can you give me references? What is your timeline, in writing, and what happens if you do not close on that timeline? Are you willing to put up earnest money that I get to keep if you back out?
	A legitimate cash buyer will answer all of those questions readily. If you get evasive answers or pushback, walk away.
	The third path is what I would call a hybrid approach. This is where you list the house on the open market with an agent, but with the understanding that you may need to accept a quick sale offer if a traditional buyer does not come through in time. In this scenario, the agent markets the property, takes the traditional offers, and also evaluates any cash offers that come in. You make the decision based on the best combination of price and timeline at each point in the process.
	This approach gives you the best of both worlds in the right market. If a traditional buyer comes through at a strong price, you take it. If not, you have cash offers to fall back on. It requires an agent who is comfortable working both sides of the market, but for homeowners with limited time, it can be the right approach.
	Now let me talk about pricing your house. This is where I see homeowners make the biggest mistakes, in either direction.
	Some homeowners overprice. They are emotionally attached to the house, or they have a number in their head that they need to walk away with, and they list at that number even though it does not reflect the market. The house sits, the days on market pile up, and eventually they end up dropping the price multiple times. By that point, buyers and agents see a stale listing and assume there is something wrong with the property, and the final sale price is often lower than it would have been if the seller had priced it right from the start.
	Other homeowners underprice. They are in a hurry, or they are scared, or they do not trust the market, so they list low and hope for a fast sale. They get the fast sale, but they leave thousands or tens of thousands of dollars on the table that they could have collected with a slightly higher price.
	The right price is the one supported by the data. Your agent should be able to show you recent comparable sales, current active listings, and pending sales in your area. The right price is in line with what comparable houses have actually sold for recently, adjusted for differences in size, condition, and lot.
	There is a lot of psychology in pricing too. A house priced at three hundred ninety-nine thousand will get more attention than a house priced at four hundred one thousand, even though the difference is only two thousand dollars, because buyers search in brackets and the lower price is in a different bracket. Your agent should think about these things and price accordingly.
	Now let me talk about preparing the house for sale. In a normal market with a normal timeline, the homeowner would do a lot of things to maximize the sale price. Fresh paint, professional staging, deep cleaning, minor repairs, professional photography. All of these add value and help the house sell faster and for more money.
	But you may not have time or money for all of that, and that is okay. Here is what matters most, in order of priority.
	First, clean the house. Even if you do nothing else, a clean house shows better than a dirty one. If you can hire a cleaner for a day, do it. If you cannot, do it yourself. Pay particular attention to kitchens and bathrooms. Buyers care most about those rooms.
	Second, declutter. Take out everything you can. Family photos, personal items, excess furniture. The house should feel as open and spacious as possible. If you have a garage or storage space, fill it with whatever you can move out.
	Third, address any obvious safety issues. A loose railing, an exposed electrical wire, a broken step. These things show up in inspections anyway, and they make the house look neglected to buyers walking through.
	Fourth, do cheap cosmetic fixes. Paint over scuffs and marks if you can. Replace burned out light bulbs. Make sure light fixtures and switches work. If a door does not close right, fix it.
	Beyond these basics, do not put money into major repairs or upgrades unless your agent specifically recommends them based on what is going to make the house more sellable. The return on investment for major repairs in a quick sale situation is usually poor, and you are better off pricing the house to reflect its current condition and letting buyers handle the work themselves.
	If you are selling as is, which many homeowners in foreclosure end up doing, make sure the listing makes that clear. Buyers who are willing to buy as is are a specific subset of the market, and you want to attract them rather than waste time with buyers who expect a turnkey property.
	Now let me talk about the closing process. Once you have an accepted offer, there are usually a few weeks before closing where things have to happen. The buyer applies for financing if they are not paying cash, an inspection happens, an appraisal happens, the title company does its work, and various documents get prepared.
	If you are in foreclosure, you need to keep the lender informed. The lender will want documentation that the sale is in progress. If the sale will close before the foreclosure auction date, the lender will usually postpone the auction. If the sale is taking too long, the lender may proceed with the auction even though you are working on a sale. You need to be in regular communication with the lender, sending them the sales contract, the appraisal, the closing disclosure when it is ready, and any other documentation they ask for.
	The closing itself is usually straightforward. You sign a stack of documents, the buyer signs a stack of documents, the title company collects the buyer's money, pays off the lender, pays the agents and other parties involved, and gives you a check for whatever is left over. That check, if there is one, is your equity, and it is yours to use however you choose.
	A few final pieces of advice for selling.
	Be honest in your disclosures. Texas requires sellers to fill out a Seller Disclosure Notice listing known defects and issues with the property. Do not hide things. Disclosed problems can be addressed in the transaction. Hidden problems become lawsuits later.
	Get legal advice if anything looks complicated. Most sales in Texas do not need a lawyer because the title company handles the paperwork. But if your situation involves a divorce, an estate, a deed issue, a tax lien, or any other unusual factor, get an attorney involved early. Real estate attorneys often charge less than you might think for these consultations, and a few hundred dollars in legal fees can save you thousands in problems.
	Do not stop making payments without a plan. Some homeowners stop paying the mortgage as soon as they decide to sell, thinking they will just use the sale proceeds to catch up. This can work if the sale closes quickly, but if it takes longer than expected, you can end up deeper in foreclosure than you started. If you are making payments, keep making them until you have a closing date.
	And finally, do not let perfect be the enemy of good. The best sale is not always the highest price. The best sale is the one that closes on time, takes care of your obligations, and leaves you in a position to move forward. Sometimes accepting an offer that is a few thousand dollars below your ideal number is the right choice because it removes risk from your situation.
	In the next chapter, we are going to talk about short sales, which is a specific type of sale for homeowners who owe more than the house is worth. It is a different process with different challenges, and it deserves its own discussion.
	Chapter 6: Short Sales Explained
	A short sale is one of the most misunderstood transactions in real estate. The name itself is confusing. Most homeowners hear short sale and think it means a sale that happens quickly. It does not. A short sale is when the lender agrees to accept less than what is owed on the mortgage as full satisfaction of the debt. The sale is short, meaning short of the full payoff, not short in time. In fact, short sales often take longer than traditional sales, not shorter.
	You need a short sale when two things are true. First, you owe more on the mortgage than the house is worth, or so close to it that there is no equity to cover the costs of selling. Second, you cannot afford to bring money to closing to make up the difference, so the lender has to either accept less or get nothing.
	This is the underwater situation that I talked about earlier in the book. Underwater means the loan balance plus the closing costs of a sale exceed the value of the property. In that situation, a traditional sale is not possible without you bringing cash to closing, because the proceeds of the sale will not pay off the loan. A short sale solves this by having the lender voluntarily accept less than the full balance.
	Why would a lender ever agree to this? Because the alternative is worse. If you do not sell, the lender has to foreclose. Foreclosure costs the lender a lot of money. By the time you add up legal fees, lost interest, property maintenance during the foreclosure process, and the discount the lender has to take when they finally sell the property as a real estate owned listing, the lender is usually better off accepting a short sale than going through foreclosure.
	So in many cases, lenders are willing to consider short sales, but the process is bureaucratic, slow, and full of documentation requirements. You need to know what you are getting into before you decide this is the right path.
	Let me walk you through how a short sale typically works.
	The first step is to get a real estate agent involved. Specifically, you want an agent who has done short sales before and understands the process. A general agent who has never handled one is going to be in over their head, and the transaction is going to suffer. Ask any agent you are considering how many short sales they have closed, what lenders they have worked with, and how long their typical short sale took. The answers will tell you whether they really know what they are doing.
	The agent will help you list the property at a price that reflects the current market value, which is what the lender will eventually require. The agent will also help you put together a short sale package to submit to the lender. This package typically includes a hardship letter explaining why you cannot continue making payments, financial documentation including pay stubs, bank statements, and tax returns, a budget showing your income and expenses, an authorization form allowing the agent and the lender to communicate with each other, and a comparative market analysis showing the value of the property.
	You submit this initial package to the lender even before you have a buyer. The lender uses it to determine whether you qualify for a short sale based on your financial hardship. If they preliminarily approve, the property gets listed and you start receiving offers.
	When you receive an offer that you want to accept, the offer goes to the lender for approval, along with an updated short sale package. The lender will order what is called a Broker Price Opinion or BPO, which is an evaluation of the property's value by a real estate professional that the lender hires. The BPO determines whether the lender thinks the offered price is fair. If the offered price is below what the BPO shows, the lender may counter at a higher price or reject the offer entirely.
	This back and forth between the lender and the buyer, mediated by the agents and the listing agent, can take weeks or months. Buyers who are not experienced with short sales sometimes get frustrated and walk away during this period. So when you list a property as a short sale, your agent should be screening offers for buyers who understand the timeline and have the patience to see it through.
	Eventually, the lender either approves the sale, counters with different terms, or denies it. If they approve, you proceed to closing more or less like a traditional sale, with the lender taking the proceeds at closing as payment in full or as agreed upon partial payment.
	If the lender denies the short sale, you are back to looking at other options, including foreclosure if nothing else works.
	Now let me talk about the things that can complicate a short sale.
	If you have a second mortgage or home equity line of credit, that lender also has to approve the short sale, because they are also taking less than what they are owed. Second lien holders sometimes balk at this, especially if they are getting little or nothing from the proceeds. They may demand cash on the side from someone, which can blow up the deal. Working with experienced short sale negotiators who know how to deal with second lien holders is critical.
	If your loan is insured by Private Mortgage Insurance, the PMI company also has to approve the short sale. They may demand a contribution from you in exchange for their approval, often in the form of a promissory note that you pay back over time. This is something you should know about before you accept any short sale terms.
	If your loan is backed by Fannie Mae or Freddie Mac, they have their own short sale program with specific guidelines about what is allowed. The same is true for FHA, VA, and other types of loans. The program your loan belongs to will determine what kinds of short sales are possible.
	The most important thing to understand about short sales is what happens to the deficiency. The deficiency is the difference between what you owed and what the lender accepted. So if you owed two hundred thousand and the lender agreed to accept one hundred sixty thousand, the deficiency is forty thousand dollars.
	In some cases, the lender forgives the deficiency completely. This is the best outcome for you. The mortgage is paid off, the lien is released, and you walk away owing nothing more.
	In other cases, the lender requires you to sign a promissory note for some or all of the deficiency, meaning you still owe them the difference but on different terms. This is a worse outcome for you, because you still have debt hanging over your head.
	In other cases, the lender retains the right to come after you for the deficiency later, even if they do not require you to sign anything at closing. This is the worst outcome, because you could get a collection notice years later for an amount you thought was forgiven.
	Texas has specific laws about deficiency judgments, and they are generally homeowner friendly. In Texas, after a foreclosure sale, the lender has limited time to file for a deficiency judgment, and the calculation of the deficiency must use fair market value rather than the foreclosure sale price. After a short sale, the situation depends on what was agreed to in the short sale agreement, which is why it is so important to understand and negotiate the deficiency treatment as part of the short sale process.
	You should also be aware of the tax implications. Forgiven debt is generally considered taxable income by the IRS. So if the lender forgives forty thousand dollars of debt in a short sale, you might owe income tax on that forty thousand dollars, depending on your situation. There are exclusions and exceptions, especially for forgiven debt on a primary residence under certain circumstances, but you need to talk to a tax professional about your specific situation before you assume you will not owe taxes.
	I know this all sounds complicated, and it is. Short sales are not for the faint of heart. They require patience, good professional help, and clear-eyed understanding of what you are giving up and what you are getting.
	But for homeowners who are underwater and need to walk away, a short sale is often the best alternative to foreclosure. It is less damaging to credit, it can preserve some dignity and control over the timeline, and it can put a clean end to a difficult chapter.
	If you are considering a short sale, here are the questions to ask yourself before starting. Am I really underwater, or do I just think I am? Get a real value estimate first. Do I have the patience to deal with a process that may take three to six months or longer? Am I willing to work closely with a knowledgeable agent and provide all the documentation that lenders will require? Am I prepared for the possibility that the short sale could be denied and I would have to consider other options? Do I understand the credit, deficiency, and tax implications, and have I gotten professional advice on those?
	If you can answer yes to all of those, a short sale may be the right path. If not, slow down and think more carefully about whether this is really the option for you, or whether another approach makes more sense.
	I want to share one short sale story before we move on. I worked with a couple a few years ago who had bought their house at the peak of the market and were significantly underwater when the husband lost his job. They tried for a loan modification and got denied. They tried to refinance and got denied. They were down to their last few thousand dollars and the foreclosure was three months out.
	We listed the house as a short sale at a price that reflected the actual market value, which was about thirty thousand dollars less than they owed. Within a few weeks, we had an offer that the lender approved. The closing took another two months because of various back and forth with the lender's loss mitigation department, but eventually we got to the table.
	The lender agreed to forgive the deficiency entirely as part of the short sale, partly because the couple had documented hardship and partly because the alternative was a foreclosure that would have cost the lender even more. At closing, the couple walked away owing nothing, with their credit damaged but recovering, and they were able to rent a smaller place that fit their reduced budget. Two years later, they were on solid footing financially, and they bought another house. The short sale, while it was on their credit, did not prevent them from being able to buy again once they had recovered.
	That story does not represent every short sale, but it represents what is possible when the situation is approached correctly and you have the right help. In the next chapter, we are going to talk about deed in lieu of foreclosure, which is another option for homeowners who cannot keep the house and cannot make a sale happen.
	Chapter 7: Deed in Lieu and Other Lender Exits
	Sometimes a homeowner reaches a point where keeping the house is impossible, selling is not realistic for one reason or another, and the foreclosure auction is approaching. In those situations, there is one more option to discuss with the lender, which is the deed in lieu of foreclosure.
	The name sounds formal, and it is. Deed in lieu means you give the deed to the lender in lieu of going through foreclosure. You voluntarily sign the house over to them, they accept it, and the foreclosure process ends. You move out, the lender takes ownership of the property, and the matter is closed.
	For some homeowners, this is a reasonable outcome. It avoids the public spectacle of a foreclosure auction. It is faster than a foreclosure. It is somewhat less damaging to credit, though not by as much as a successful sale would be. It allows for a more dignified exit than waiting for the sheriff to remove you.
	But deed in lieu is not always available, and it is not always the right choice even when it is available. Let me walk you through what to consider.
	The first thing to understand is that the lender has to agree to accept the deed in lieu. You cannot just sign the deed over without their cooperation. They have specific criteria for when they will accept a deed in lieu and when they will not.
	Lenders generally accept deed in lieu when the property has a clear title, meaning no other liens that the lender would inherit by taking the property, when the property is in reasonable condition and not abandoned or damaged, when the borrower has demonstrated genuine hardship and there is no realistic path to keeping the loan current, and when the alternative is a foreclosure that would cost the lender more than just accepting the deed.
	Lenders typically do not accept deed in lieu when there are second liens on the property that would survive the transfer, when the property has condition issues that would make it difficult to resell, when there is reasonable evidence that the borrower could have continued making payments but chose not to, or when the property has significant negative equity that would result in a substantial loss for the lender.
	If you have a second mortgage or a home equity line, deed in lieu becomes much more complicated because the first lien holder usually will not accept the deed if the second lien stays attached to the property. You would have to negotiate a release with the second lien holder before the first lien holder will consider a deed in lieu. This is similar to the second lien complication in a short sale, and it often requires the same kind of expert negotiation.
	The second thing to understand is that not all deed in lieu agreements are created equal. The terms can vary significantly, and the differences matter.
	The most important variable is whether the lender agrees to release you from any deficiency. As with a short sale, if you owe more than the property is worth, the lender is taking a loss when they accept the deed. They may or may not release you from owing the difference. You want a deed in lieu agreement that includes a clear release of all liability, including the deficiency, so that you are walking away clean.
	The second variable is whether you receive any cash from the lender as part of the deal. Some lenders offer what is called cash for keys, which is a payment to you in exchange for vacating the property in good condition by a specific date. This is most common when the lender wants to avoid the expense of an eviction and the property maintenance issues that come with a contested transition. Cash for keys payments can range from a few hundred dollars to several thousand dollars, and they can make a real difference when you are starting over.
	The third variable is the timing of when you have to move out. Some agreements give you sixty or ninety days to relocate. Others want you out faster. Negotiate this if you can, because the more time you have to plan and execute a move, the less stressful and expensive the move tends to be.
	So how do you initiate a deed in lieu conversation with your lender? You contact the loss mitigation department and ask for it explicitly. They will not always offer it on their own. You need to submit an application that includes most of the same documentation as a short sale or loan modification application. The lender will review the file, order a valuation of the property, check for second liens and other issues, and make a decision.
	The decision process typically takes thirty to ninety days, sometimes longer. During that time, the foreclosure process may continue to move forward unless you have an explicit agreement that it is paused. So when you submit a deed in lieu application, also ask whether they will postpone any pending foreclosure activity while the application is being reviewed.
	One thing I want to emphasize about deed in lieu is that it should generally be the last option you consider, after you have explored selling. The reason is simple. With a sale, even a short sale or a quick cash sale, you might get something for the equity in the property. With a deed in lieu, you get nothing for the property itself, except possibly a cash for keys payment, which is much less than equity would typically be.
	So before you accept a deed in lieu, make sure you have honestly explored selling. Get an actual broker price opinion or appraisal. Look at the real numbers. If a sale is even marginally possible, it is almost always a better outcome than deed in lieu, even if it takes more effort.
	There is another option I want to mention in this chapter, which is what is called a strategic default. This is when a homeowner who could afford to keep paying the mortgage chooses to stop paying because they believe walking away is the financially rational thing to do, usually because the property is significantly underwater.
	I am not going to recommend strategic default, because it has consequences that go beyond just the property itself. Your credit takes a major hit. Your ability to rent another place may be affected. Future employers who check credit may see it. Future lenders will see it for years. And there can be legal consequences depending on the state and the specifics of your situation, including deficiency judgments that follow you long after the house is gone.
	That said, I have known homeowners who looked at their situation, decided that walking away was the right move for them, and accepted the consequences as the cost of getting unstuck from a bad situation. That is their decision to make. I am laying out the facts so you can make an informed choice. If you are considering strategic default, talk to both a real estate attorney and a financial advisor before you do anything. The decision affects your finances for years, and you want to understand all the implications before you commit.
	Now let me address one more thing that homeowners sometimes ask about, which is whether the lender can come after other property or income to satisfy the debt after a foreclosure, short sale, or deed in lieu.
	In Texas, lenders have limited ability to pursue deficiency judgments after a foreclosure on residential property, but it is not zero. The lender has two years from the date of the foreclosure sale to file for a deficiency judgment, and the calculation must use fair market value rather than the foreclosure sale price, which is usually lower. If the fair market value at the time of foreclosure was equal to or greater than the unpaid loan balance, no deficiency judgment is possible. If the fair market value was less, the lender can pursue the difference.
	If a deficiency judgment is granted, the lender can take various collection actions, including wage garnishment up to certain limits, bank account levies, and liens on other property you may own. Texas has strong homestead exemptions that protect your primary residence from collection, but those exemptions apply to whatever property you are claiming as homestead at the time, not the property that was foreclosed.
	This is why understanding the deficiency situation is so important before you accept any resolution of your foreclosure. Whether you sell, short sell, deed in lieu, or go through foreclosure, the question of what the lender can still collect from you afterward is critical. Get clarity in writing whenever possible.
	One last thing to cover in this chapter, which is something called consent foreclosure or friendly foreclosure. In some situations, both the lender and the borrower agree that foreclosure is the right resolution, and they work together to make it happen smoothly. The borrower stops contesting, the lender expedites the process, and everyone moves on. This is not common, but it occasionally happens when the alternatives have been exhausted and both sides just want the situation resolved.
	If you find yourself in a situation where everything has been tried and foreclosure is the only path, you can still influence the process. You can communicate with the lender about timing. You can request additional time to move out, especially if you have children or medical issues. You can ask for cash for keys to facilitate a clean transition. You can negotiate the specifics of the eviction process, which may be a forcible detainer action or may be avoided entirely if you move out voluntarily.
	I have seen homeowners who fought the foreclosure tooth and nail until the bitter end, only to make the situation worse and more painful for themselves. I have also seen homeowners who, once they accepted that foreclosure was happening, worked with the lender to make the transition as smooth as possible and ended up in better shape than they would have been in if they had fought every step of the way.
	There is no right answer for everyone. But there is a right answer for you, based on your specific situation, your goals, your resources, and your timeline. The question is whether you are going to make that decision proactively or whether you are going to let the situation make it for you.
	In the next chapter, we are going to talk about the scams, predators, and bad actors who target homeowners in foreclosure. This is a critical chapter, because there are people who will read about your foreclosure in public records and reach out to you with offers that sound good but are actually designed to take what little you have left. Knowing what to watch for can save you from disasters that compound an already difficult situation.
	Chapter 8: Scams, Predators, and Red Flags
	I am going to be blunt in this chapter, because the stakes are high. The moment a Notice of Default or a Notice of Sale gets filed on your property in Texas, your name and address go into public records. Within days, sometimes within hours, you are going to start getting contacted by people who have one goal, which is to make money from your situation. Some of them are legitimate professionals offering legitimate services. Many of them are not. And some of the worst predators in this space have learned to sound just like the legitimate ones, which is what makes this dangerous.
	I have seen homeowners lose tens of thousands of dollars to foreclosure rescue scams. I have seen them lose their homes to scams where they thought they were saving them. I have seen them sign away rights they did not know they had to people they trusted because the person sounded helpful. I am going to walk you through the most common scams, the warning signs to watch for, and the rules to follow to protect yourself.
	The first scam to know about is the upfront fee scam. The pitch goes like this. Someone contacts you, often by phone or in person, claiming they can save your house or stop the foreclosure. They have a proven process, they have helped thousands of people, they have connections at the lender. They just need a fee upfront, maybe a few thousand dollars, to get started.
	Here is the rule. Never pay anyone an upfront fee to help you with a foreclosure. In Texas, it is illegal for foreclosure rescue consultants to charge upfront fees before they have completed the services they promised. Legitimate housing counselors who are HUD approved do not charge fees at all. Legitimate attorneys generally do not require large upfront retainers for foreclosure defense. Legitimate real estate agents are paid out of the sale proceeds at closing.
	If someone is asking for money before they have done anything, that is a major red flag. Walk away. They will tell you that you have to act fast, that the price will go up tomorrow, that you are missing your chance. They are creating urgency to get you to make a bad decision. Take a breath, and walk away.
	The second scam to know about is the equity skimming or sale-leaseback scam. This one is more sophisticated and harder to spot. Someone offers to help you keep your house by buying it from you and renting it back to you, with an option to buy it back later. The pitch is that you avoid foreclosure, you stay in your home, and you can buy it back when you get back on your feet.
	In reality, what often happens is this. You sign the house over to the buyer. They give you a rental agreement and an option to repurchase that is structured in a way you cannot actually fulfill. The rent is higher than you can afford. The option requires you to come up with a large sum of money at a specific time, which you cannot do. You miss a rent payment, the buyer evicts you, and you have lost the house and all the equity that was in it. The buyer keeps the house and resells it for a profit.
	Some versions of this scam are even worse, where the documentation is structured so that you do not technically transfer ownership but you do something equivalent that allows the buyer to take the property. I have seen homeowners who thought they were getting help and ended up homeless with their equity in the pocket of someone they trusted.
	Here is the rule. Never sign your house over to anyone who promises to let you rent it back or buy it back. If you need to sell, sell on the open market or to a real cash buyer with a legitimate transaction. If you cannot afford to keep the house, you cannot afford to keep the house, and pretending otherwise through a sale-leaseback is a recipe for losing everything.
	The exception is a sale-leaseback with a family member or close friend who genuinely wants to help you and has the resources to do so. If your parent or sibling buys the house from you and rents it back to you while you get back on your feet, and the family relationship is solid and the numbers genuinely work, that can be a real solution. But that is very different from a stranger or a company offering the same thing.
	The third scam is the loan modification scam. This is where someone offers to handle your loan modification application for a fee. They promise to negotiate with the lender, get you better terms than you could get yourself, and save your house. The fee is often several thousand dollars upfront.
	The truth is that you can apply for a loan modification yourself, for free, through your lender's loss mitigation department. You can also get free help from a HUD approved housing counselor. Anyone charging you thousands of dollars to do something you can do for free, or get help with for free, is not adding value commensurate with the fee. In many cases, the scammer takes your money, files the application, the application gets denied or modified terms come back, and the scammer disappears.
	There are some legitimate attorneys and consultants who help with complex loan modifications and charge reasonable fees for their services. But they typically do not advertise aggressively to homeowners in distress, and they do not promise outcomes they cannot guarantee. Be very wary of anyone making aggressive promises about loan modifications.
	The fourth scam is the bait and switch sale. This is where a cash buyer makes you an attractive offer to purchase your home quickly. You sign a contract. Then, days or weeks later, they come back to you with a much lower price, citing problems with the house they discovered during their inspection, or financing issues, or some other reason. You are now in a tough spot because the original closing date is approaching, the foreclosure clock is ticking, and starting over with a new buyer would take more time than you have.
	The scammer is counting on your urgency to make you accept the lower price. Sometimes they will sweeten it slightly to make it more palatable, but the price is still well below what was originally agreed and well below what the house is actually worth.
	Here is the rule. When you sign a contract with a cash buyer, make sure there are clear contingency removals and earnest money provisions. The buyer should be putting up substantial earnest money that you keep if they back out without legitimate cause. The contingencies in the contract should be clearly defined and should have specific deadlines. If the buyer asks you to extend deadlines or remove contingencies without compensation, push back hard or walk away.
	Also, deal with cash buyers who have a real track record. Ask for references. Ask for proof of funds before signing anything. Ask how many properties they have closed on in the past year, and if they will provide addresses you can verify. A legitimate cash buyer will have no problem providing this information. A scammer will dodge the questions.
	The fifth scam is the bankruptcy referral scam. Someone advertises bankruptcy services that will stop your foreclosure. You pay them to file a bankruptcy on your behalf. The filing might happen, but it may be done incorrectly, or it may be filed in your name but used as part of a larger fraud where multiple bankruptcies are filed in different names on the same property to stop multiple foreclosures.
	Bankruptcy is a legitimate tool, but it should be considered carefully with a real bankruptcy attorney, not through a service that promises a quick fix. Find a bankruptcy attorney through your state bar association referral service, get a real consultation, and make sure you understand the long-term implications of filing before you do it.
	The sixth scam is what I would call the well-meaning bad advice. This is not exactly a scam in the criminal sense, but it can be just as damaging. Someone in your life, often a family member or friend or coworker, gives you confident advice about your foreclosure situation based on incomplete information or out of date knowledge. You follow the advice, and it makes things worse.
	Foreclosure laws change. State laws differ from each other. The specific facts of your situation matter. What worked for your cousin who lost his house ten years ago may not work for you today. What sounds reasonable based on a magazine article may not apply to your specific lender and loan type.
	This is not to say you should ignore everyone in your life. But you should be selective about whose advice you act on. The people whose advice you should weight heavily are the ones with current professional expertise in foreclosure, like HUD approved housing counselors, real estate attorneys, real estate brokers who specialize in distressed property, and qualified financial advisors. The people whose advice you should weight less heavily are well-meaning amateurs.
	Now let me give you some general rules for navigating this period without getting taken advantage of.
	Rule one. Verify everyone's credentials. Real estate agents have license numbers you can look up on the Texas Real Estate Commission website. Attorneys have license numbers you can verify with the State Bar of Texas. HUD approved housing counselors are listed on the HUD website. If someone is presenting themselves as a professional, you should be able to verify their credentials with a few minutes of research.
	Rule two. Never sign anything you do not understand. If a document has language that is unclear to you, ask. If you do not get a clear answer, do not sign. If someone pressures you to sign quickly without reviewing, that is a red flag. Major decisions about your home should not be made under pressure.
	Rule three. Do not pay cash, and do not wire money to strangers. Legitimate transactions go through title companies or trust accounts. Cash payments to strangers cannot be traced or recovered. Wire transfers to fraudulent accounts are almost always lost forever.
	Rule four. Get everything in writing. Verbal promises are worth nothing in a real estate transaction or a loss mitigation negotiation. If the lender says they will postpone the auction, get it in writing. If a buyer says they will close on a specific date, get it in writing. If anyone offers any service, get a written contract that clearly describes what will be done and what it will cost.
	Rule five. When in doubt, slow down. Scammers create urgency because urgency stops people from thinking clearly. Most decisions in foreclosure, while time sensitive, are not so urgent that you cannot take an extra day to think them over, get a second opinion, or consult with a trusted advisor. If someone is pressuring you to make a decision in the next hour, that is itself a reason to slow down.
	Rule six. Trust your gut. If something feels wrong, it probably is. Predators rely on homeowners ignoring their instincts because they want to believe the promises being made. Your gut has been keeping you safe your whole life. Let it keep doing its job.
	Rule seven. Talk to multiple professionals before making major decisions. Get a second opinion from another real estate agent. Get a second consultation with another attorney. Get input from a housing counselor. Different professionals will see different angles, and the consensus among several knowledgeable people is more reliable than the advice of any single person, no matter how convincing they are.
	I want to close this chapter with a story about a homeowner I worked with who almost got taken for everything she had.
	She was a single mother with two kids, behind on her mortgage after her divorce, with about thirty thousand dollars of equity in her home. A man knocked on her door one day claiming he was a foreclosure rescue specialist. He told her he could save her home and her credit if she would just sign some documents. He had a stack of paperwork ready.
	Something in her gut told her to wait. She told him she needed to think about it. He pushed back, saying the deadline to act was that night, that if she did not sign immediately she would lose her home. She closed the door, did some research online, and called me.
	We met the next day. We pulled the documents she had been about to sign. They included a deed transferring her property to the man's company, and a rental agreement with terms she could not afford. If she had signed, she would have lost the house within ninety days and the man would have walked away with her equity.
	Instead, we put the house on the market. It sold in two weeks for a strong price. She walked away with her equity, found an affordable rental, and started rebuilding her life. The contrast between those two outcomes, the one she was about to choose and the one she actually got, was the difference between disaster and recovery.
	Her gut saved her. So did the fact that she was willing to slow down, get help, and take a few more days to figure out the right path. Those few days made all the difference in her future.
	I hope that this chapter helps you recognize the predators when they come for you, because they will come. And I hope it gives you the confidence to walk away from anything that does not feel right. There are real ways out of this situation. There are real people who can help you. You do not have to settle for a bad option just because someone is pressuring you to act now.
	In the next chapter, we are going to talk about how to put together a team of trustworthy professionals who can actually help you, and how to know whether they are doing right by you.
	Chapter 9: Building Your Team
	You cannot navigate foreclosure alone. The legal, financial, and procedural complexity is too much for any homeowner to handle without help. Even people who work in real estate or finance for a living usually bring in other professionals when their own home goes into distress, because being your own advisor in your own crisis is a bad idea.
	What you need is a team. A small, trustworthy team of professionals who can each contribute their expertise to your situation. The team does not need to be large. For most homeowners, three or four key people are enough. But you do need to pick them carefully, because the wrong people on your team can do more harm than good.
	Let me walk you through the roles that you may need to fill, and how to find good people for each role.
	The first role is the housing counselor. This is the most underutilized resource in foreclosure, and it is also the most accessible. The Department of Housing and Urban Development, which is the federal agency that oversees a lot of housing programs, certifies non-profit housing counseling agencies all over the country. These counselors provide free or low-cost services to homeowners in financial distress.
	A housing counselor can help you understand your situation, evaluate your options, communicate with your lender, review loss mitigation documents, and connect you with other resources. They are not advocates in the legal sense, but they are knowledgeable allies who have seen many situations like yours and know how the systems work.
	To find a HUD-approved housing counselor, go to the HUD website and search for counseling agencies in your area. You can also call 800-569-4287 to speak with a counselor or get a referral. In Texas, there are HUD-approved agencies in every major metro area, and many of them offer services in multiple languages.
	Why is this resource so underutilized? Because most homeowners do not know it exists, and because the housing counseling agencies do not have advertising budgets to compete with the for-profit foreclosure rescue scammers. So while you are getting bombarded with offers from companies promising to save your home for a fee, the people who can actually help you for free are sitting in offices waiting for the phone to ring.
	Make that call. It costs you nothing, and it can change the trajectory of your situation.
	The second role is the real estate professional. If you are considering selling, even just considering it as one of many options, you want to have a real estate agent or broker involved. Specifically, you want someone who has experience with distressed properties, foreclosures, and short sales.
	A general real estate agent who has never handled a foreclosure file is not the right person for this. They will be in over their head, they will not know how to communicate with the lender, they will not know how to manage the unique timeline issues, and they will not know how to handle the inevitable complications. You need someone who has been through this before.
	How do you find one? Ask other professionals for referrals. Your housing counselor probably knows several agents who specialize in this. Your attorney, if you have one, will know names. Local real estate offices will often have one or two agents who handle the distressed property work and can refer you. You can also look for agents with the Short Sales and Foreclosure Resource certification, which is a designation from the National Association of Realtors that indicates additional training in this area.
	When you interview agents, ask the questions that matter. How many distressed property transactions have you closed? What types of situations have you handled? Can you give me references from past clients who were in foreclosure? How do you typically communicate with lenders during a foreclosure? What is your timeline expectation for someone in my situation? What fees do you charge, and how are they paid?
	A good distressed property agent will answer these questions readily and will probably ask you a lot of questions in return to understand your specific situation. They will not pressure you to list immediately. They will offer to evaluate your options first, including options that do not involve selling, and recommend a course of action based on what is best for you, not what is best for their commission.
	The third role is the real estate attorney. Not every foreclosure situation requires an attorney, but many do, and it is worth knowing when to bring one in.
	You should strongly consider getting an attorney involved if any of the following apply to your situation. There is a sale date approaching and you need to formally request a postponement or challenge the foreclosure. There is a title issue, deed problem, or other ownership complication. There is a divorce, estate, or other family situation affecting the property. The lender is not following the required procedures or you suspect they are violating laws. You need to negotiate a complex loss mitigation outcome like a short sale with deficiency waiver. You are considering bankruptcy as part of your strategy.
	A real estate attorney in Texas typically charges between two hundred and four hundred dollars per hour, with consultations sometimes free and sometimes a flat fee. For simple matters, you might spend a thousand or two thousand dollars total. For complex matters or litigation, the costs can go higher.
	This is real money, and you should think carefully about whether the legal help is necessary in your specific situation. But for the situations where an attorney is genuinely needed, the cost is usually well worth it. A few thousand dollars in legal fees can save you tens of thousands of dollars in equity, or prevent outcomes that follow you for years.
	How to find a real estate attorney. The State Bar of Texas has a lawyer referral service that can connect you with attorneys in your area who handle real estate matters. Local bar associations often have similar services. Word of mouth from people who have used real estate attorneys is often valuable. You can also search online directories, but verify any attorney's credentials and disciplinary history through the State Bar website before hiring them.
	When you interview attorneys, ask similar questions to what you would ask an agent. How much experience do you have with foreclosure defense or distressed property matters? What is your fee structure? What is realistic to expect from my situation? Will you handle my matter personally or will it be passed to an associate? How quickly do you respond to client communications?
	The fourth role is the financial advisor or tax professional. This role is most relevant if your situation involves significant financial restructuring, tax implications of forgiven debt, retirement account issues, or other complex financial decisions.
	A short sale with debt forgiveness can have tax consequences that you need to understand before you sign anything. Taking money out of a retirement account to fix your situation has tax implications and penalties that you need to understand. Refinancing or modifying loans has long-term financial implications that should be evaluated in the context of your overall financial picture.
	For tax questions specifically, a CPA or enrolled agent who handles individual tax matters is the right resource. They can advise on whether forgiven debt will be taxable in your situation, whether you qualify for any exclusions, and how to plan for the tax consequences if you do owe.
	For broader financial planning, a fee-only financial advisor who acts as a fiduciary can help you think through how the foreclosure situation fits into your overall financial life and what your recovery plan should look like. Fee-only means they do not earn commissions on products they sell to you, so their advice is not biased by their compensation. Fiduciary means they are legally required to act in your best interest.
	Avoid financial advisors who are paid by commission, who push specific products like annuities or whole life insurance, or who promise unrealistic returns. They are salespeople, not advisors, and their interests are not aligned with yours.
	The fifth role, which is sometimes overlooked, is the trusted personal advisor. This is not a paid professional. This is someone in your life who has good judgment, who cares about you, who can listen without judgment, and who can help you think through the emotional and practical aspects of what you are going through.
	For some people, this is a family member. For others, it is a close friend, a clergy member, a mentor, a therapist, or someone they know from a support group. The specific person matters less than the function. You need someone outside the situation who can be a sounding board, who can tell you when you are about to make an emotional decision that you will regret, and who can support you through what is going to be a stressful period.
	A few notes on how to work with your team.
	Be honest with everyone. If you have hidden a piece of information from your attorney because you are embarrassed about it, that information is going to come out at the worst possible moment. If you have not told your real estate agent that you stopped paying the mortgage three months earlier than you initially said, they cannot help you accurately. The professionals on your team are bound by various confidentiality rules and can only help you with the truth.
	Be respectful of their time, but expect responsiveness. Your team members are working with multiple clients and they have full lives. Do not call your attorney at midnight unless it is a genuine emergency. Do not text your agent every fifteen minutes asking for updates. But also do not accept long delays in responses to substantive questions. If your team is not communicating with you in a reasonable timeframe, address it directly or replace them.
	Make sure they communicate with each other. If your situation involves multiple professionals, they should be talking to each other, not just to you. Your agent should be in touch with your attorney about closing arrangements. Your attorney should be aware of what the agent is doing. Your housing counselor should know what everyone else is recommending. Set up the introductions and make sure everyone is on the same page.
	Pay your team. If you have an arrangement that involves payment, pay on time and according to the agreement. Disputes over fees create distractions that hurt your case and damage relationships you may need long after this situation is resolved. If you cannot afford to pay according to the original arrangement, communicate that early and try to work out a revised arrangement, rather than just stopping payment.
	Listen to their advice. You hired or sought out these professionals because they have knowledge and experience you do not have. If you are going to override their recommendations based on your own gut or your own opinion, ask yourself why you are working with them in the first place. That said, you are the client, and the final decisions are yours. Listen carefully, ask questions, push back when something does not make sense, and then make your decisions with full information.
	Know when to fire someone. Sometimes a team member is not working out. Maybe they are not responsive. Maybe they are not as experienced as they claimed. Maybe the chemistry is just wrong. Whatever the reason, do not stay with a team member who is not serving you well out of loyalty or inertia. The stakes are too high. Have a respectful conversation about the issues, give them a chance to address them, and if things do not improve, find someone else.
	The right team can make the difference between a difficult situation that you navigate successfully and a difficult situation that becomes a disaster. Take the time to build a good one. It is worth the effort.
	In the next chapter, we are going to talk about life after foreclosure, whatever form your specific resolution takes. Because once the immediate crisis is past, there is still work to do to rebuild your financial life, and the choices you make in the next few years will determine where you end up long term.
	Chapter 10: Rebuilding After
	Whatever path your foreclosure situation took, there comes a point where the immediate crisis is over and you start looking forward. Maybe you kept the house through a loan modification and you are managing the new payments. Maybe you sold and you are in a rental now, with some cash from the sale to start over. Maybe you went through a short sale or deed in lieu and you are licking your wounds in a new place. Maybe the worst happened and the foreclosure went through and you are starting from scratch.
	In every one of these scenarios, the question is the same. What now? How do you rebuild from here? How do you make sure that what just happened does not define the rest of your financial life?
	I want to walk you through what rebuilding looks like, because it is a process that takes time, and it has stages, and there are things you should do at each stage to set yourself up for a real recovery.
	The first thing to address is your credit. Whatever happened in your foreclosure situation, your credit took some damage. The amount of damage varies based on what happened. A reinstated loan that you kept current after some late payments will recover relatively quickly. A successful traditional sale that paid off the loan in full will recover quickly too. A short sale or deed in lieu will take longer, maybe two to four years to fully recover, depending on the severity of the situation. A completed foreclosure is the most severe, taking up to seven years to fully clear and longer for full recovery of your credit profile.
	Start by pulling all three of your credit reports. You can get free reports from annualcreditreport.com once per week from each bureau. Review them carefully. Make sure everything is reported accurately. Errors are common, especially around foreclosure related entries, and any errors should be disputed and corrected.
	Pay all your other debts on time, every time, going forward. Your credit will recover much faster if your post-foreclosure history shows perfect payment behavior on whatever credit obligations you do have. If you have credit cards, even small ones, keep them paid on time. If you have a car loan, never miss a payment. If you have any new credit you take on, treat it as sacred. Your goal is to build a long string of perfect payments that demonstrates you are a reliable borrower again.
	Be careful about taking on new credit too quickly. After a foreclosure or similar event, you may get offers from lenders willing to extend credit at very high interest rates. These can be useful in moderation, because you do need some active credit accounts to rebuild, but they are dangerous if you take on too much or use them carelessly. A secured credit card from a reputable bank, used for small monthly purchases and paid in full each month, is a much better tool for rebuilding than a subprime card with a high credit limit and a thirty percent interest rate.
	The second thing to address is your housing situation. If you are renting, focus on building stability. Pay your rent on time, every time, ideally through methods that create a record like checks or electronic payments. Some landlords will report rent payments to credit bureaus, which can help with rebuilding. Ask your landlord whether they offer this.
	If you are looking to rent and your credit took a hit, expect to have a harder time finding landlords willing to work with you. Be honest about your situation upfront. Many landlords are sympathetic to homeowners who went through difficult times, especially if you can demonstrate stability in other areas like a steady job. You may need to pay larger deposits or get a cosigner. You may not get into the most competitive properties. But you will find something, and once you have a year or two of good rental history, your options will expand significantly.
	Eventually, you may want to buy a home again. Most loan programs have waiting periods after foreclosure or other distressed sale events. For FHA loans, the waiting period after a foreclosure is typically three years, though it can be shorter in certain hardship situations. For conventional loans, the waiting period is typically seven years after a foreclosure, but only four years after a short sale or deed in lieu. For VA loans, the waiting period is typically two years after a foreclosure. These periods are not absolute and can vary based on the specific circumstances and lender, but they give you a general sense of the timeline.
	During your waiting period, focus on the things that will make you a strong borrower when the time comes. Pay all your debts on time. Build up savings. Maintain steady employment. Keep your debt to income ratio low. Avoid taking on major new debt obligations like car loans that will be a burden during the period you are saving for a down payment. By the time you are eligible to buy again, you want to be ready with strong credit, savings for a down payment, and a stable financial profile.
	The third thing to address is your savings. One of the lessons of foreclosure is that life is unpredictable, and a financial cushion can make the difference between a setback and a crisis. As you rebuild, make saving a priority, even if you can only save small amounts at first.
	The first goal should be a basic emergency fund of one thousand dollars. This is enough to cover most small unexpected expenses without requiring you to take on debt or fall behind on bills. You can build this up surprisingly quickly if you make it a priority, even on a modest income. Cut subscriptions you do not use. Eat at home more. Sell things you do not need. Put any windfalls like tax refunds straight into savings.
	The second goal is a fuller emergency fund of three to six months of essential expenses. This is the real cushion that can carry you through a job loss or major medical issue or other significant disruption. This takes longer to build, sometimes years, but every dollar you put into it is a dollar that increases your financial security going forward.
	Beyond emergency funds, think about long term savings, particularly retirement. If your employer offers a retirement plan with a match, contribute at least enough to get the full match. The match is essentially free money, and skipping it is a guaranteed financial loss. If you do not have access to an employer plan, consider an individual retirement account through any major brokerage.
	I know that saving for retirement can feel impossible when you are just getting back on your feet, but even small amounts add up over decades. The most important thing is to start, and to keep going. Time is the friend of long-term savings.
	The fourth thing to address is your income. Foreclosure often happens because income dropped, due to job loss, business failure, medical issues, or other reasons. Rebuilding sometimes requires actively working on increasing your income, not just managing what you have.
	This might mean different things for different people. For some, it means finding a new job at a higher salary. For others, it means picking up additional work, like part time jobs, freelancing, or side businesses. For others, it means going back to school or getting certifications that qualify you for higher paying work. For others, it means starting a small business in something you are good at.
	Income increases compound over time. A small raise this year can lead to a bigger raise next year, which can lead to a different job at a higher level, which can lead to a career path that is much better than the one you were on. Small actions taken consistently over years can transform a financial situation.
	The fifth thing to address is the emotional and psychological recovery. Foreclosure is hard, and it can leave scars that go beyond the financial damage. Many homeowners who have been through this report ongoing feelings of shame, anxiety, loss of confidence, and difficulty trusting financial systems. These are normal reactions to a traumatic financial experience.
	Give yourself time and grace. You went through something hard. Recovery takes time, in financial terms and in emotional terms. You do not have to be back to one hundred percent immediately. You just have to keep moving forward.
	Talk to people you trust. Foreclosure is isolating in part because nobody talks about it. But once you start talking, you may find that more people in your life have been through similar things than you realized. There is something healing about sharing your experience with people who understand.
	If you are struggling emotionally in ways that interfere with your daily life, consider getting professional help. A therapist or counselor can help you process what happened and develop strategies for moving forward. Many therapists offer sliding scale fees for people in financial recovery. Employee assistance programs, if your employer offers one, can provide free initial counseling sessions.
	Celebrate small wins. When you make a full month of payments on time. When your emergency fund hits five hundred dollars. When you pay off a credit card. When your credit score goes up by twenty points. These are real accomplishments and they deserve recognition. Recovery is made of a thousand small wins.
	The sixth thing to address is making sure this does not happen again. The same financial vulnerability that allowed foreclosure to happen the first time can lead to similar problems in the future if you do not address the underlying issues.
	Look at your spending habits. Are you living within your means now, with a buffer for unexpected expenses, or are you stretched thin again? If you are stretched, what is causing it, and what could you change?
	Look at your insurance. Do you have appropriate insurance to protect against the major risks? Health insurance to protect against medical bankruptcy. Disability insurance to protect your income if you cannot work. Term life insurance if you have dependents. Insurance is not exciting, but the right coverage at the right time can prevent another crisis.
	Look at your debt habits. If you got into debt before that contributed to your situation, are you doing things differently now? Are you using credit cards in ways that can grow into trouble? Are you considering loans that will stretch your budget? Be honest with yourself about whether you have changed the patterns that contributed to your previous situation, or whether you are at risk of repeating them.
	Build your financial knowledge. Read books on personal finance. Follow blogs or podcasts from credible sources. Take a financial education class if one is available in your area. The more you understand about how money works, the better equipped you are to make good decisions.
	I want to share one rebuilding story before we move on. I worked with a client several years ago who lost his house to foreclosure during a long stretch of unemployment after a layoff in his industry. By the time we got involved, it was too late to save the house, but we helped him manage the transition with as little damage as possible.
	A few years went by. He worked through the recovery process, found a new job in a different field, paid down his other debts, built up savings, and worked carefully on his credit. About four years after his foreclosure, he called me. He was ready to buy again. He had a strong job, decent savings, recovered credit, and a clear plan. We helped him find a house that fit his current budget with margin to spare. He has been there ever since, and his life is genuinely better than it was before the foreclosure.
	I tell that story not to suggest that everyone will buy again, or that buying is the right goal for everyone. I tell it to remind you that foreclosure is not a permanent verdict. It is a chapter, not the whole book. What you do next can be a story of recovery and renewal if you give it the time and effort it deserves.
	In the next chapter, we are going to talk about specific Texas considerations, because Texas has some unique aspects to its foreclosure law and real estate market that homeowners here need to understand.
	Chapter 11: What Makes Texas Different
	Throughout this book, I have mentioned Texas specific issues from time to time, but I want to dedicate a whole chapter to the things that make foreclosure in Texas different from other states. If you live in Texas, the rules that apply to you are different from the rules that applied to your cousin in Florida or your friend in California, and understanding the differences is critical.
	The first major difference is the foreclosure process itself. As I mentioned earlier, Texas is a non-judicial foreclosure state, which means the lender does not need to go to court to foreclose. They follow a statutory process that is faster and cheaper than the judicial process used in other states.
	This matters for you because the timeline is shorter and the deadlines are harder. In a judicial foreclosure state, you might have many months or even years from the time the lender starts the process until the actual sale. In Texas, you can go from the first formal notice to the auction in as little as forty-one days, if the lender moves quickly. Most lenders do not move that fast in practice, but they can, and you need to be prepared for fast movement.
	The auction in Texas happens on the first Tuesday of the month, at the county courthouse, between ten in the morning and four in the afternoon. This is a fixed feature of Texas foreclosure law that has been in place for many years. Every county courthouse in Texas hosts foreclosure auctions on the first Tuesday. Knowing this lets you plan around it. If your sale is set for a specific first Tuesday, that is when you need to have a resolution in place if you want to stop it.
	The second major difference is the homestead exemption. Texas has some of the strongest homestead protections in the country, and they apply in important ways to foreclosure and to your financial recovery afterward.
	Texas homestead law protects your primary residence from most types of creditors. If you own your home and it is your primary residence and you have designated it as your homestead, most unsecured creditors cannot force the sale of your home to collect on a debt. This protection has limits and exceptions, but it is meaningful.
	However, the homestead protection does not protect you from the mortgage lender on the house itself. If you have a mortgage on the home, the lender can foreclose if you stop paying. The homestead exemption protects you from other types of creditors trying to take the house, not from the foreclosure on the mortgage that is secured by the house.
	After a foreclosure, the homestead exemption can be relevant in another way. If the lender pursues a deficiency judgment, they can take various collection actions against you, but they cannot take your new primary residence if you have established it as your homestead. So even after losing one home, the protections continue to apply to your next home, which gives you some security going forward.
	The third major difference is the deficiency judgment rules. Texas has specific limits on how lenders can pursue deficiencies after a foreclosure on residential property.
	Under Texas law, after a foreclosure sale, the lender has two years to file for a deficiency judgment in court. If they do not file within two years, they lose the right to collect the deficiency. If they do file, the court calculates the deficiency using fair market value of the property at the time of the foreclosure sale, not the actual sale price. The fair market value is typically higher than the foreclosure sale price, which often means the deficiency is reduced or eliminated.
	This is a significant protection for Texas homeowners. In states without this rule, lenders can use the depressed foreclosure sale price as the basis for the deficiency, which makes the deficiency much larger. In Texas, the use of fair market value protects you from being charged for the discount that foreclosure auctions typically produce.
	What this means practically is that the lender's incentive to pursue a deficiency judgment in Texas is often weak. The legal process to obtain a deficiency judgment is expensive, the amount they can collect is often modest after the fair market value calculation, and the homeowner often has limited assets to collect from. As a result, many Texas lenders do not pursue deficiency judgments after foreclosures. But not all, and you cannot count on it. Get clarity on the deficiency situation as part of any foreclosure resolution.
	The fourth major difference is the property tax situation. Texas does not have a state income tax, which is great for residents in many ways, but it means the state relies heavily on property taxes to fund local government and schools. Texas property taxes are among the highest in the country, which can be a significant factor in foreclosure situations.
	If you fall behind on your property taxes, the taxing authorities can also foreclose on your property. This is a separate process from a mortgage foreclosure, and it can happen even if your mortgage payments are current, if you are behind on the property tax payments themselves. In most cases, if you have an escrow account with your mortgage lender, the lender pays the property taxes as part of your monthly payment, so this is not a separate issue. But if you do not have an escrow account, or if your escrow is short, property taxes can become a separate problem that needs separate attention.
	If you are facing both mortgage and property tax issues, the property tax issue often needs to be addressed first, because tax foreclosures can move very quickly in Texas. Many counties have programs to help homeowners catch up on property taxes through payment plans or hardship deferrals, especially for senior citizens and disabled homeowners. Ask your county tax assessor's office about available options.
	There is also a process in Texas called property tax loans, where private lenders pay your property taxes and you repay them over time. These can be useful in some situations, but the interest rates can be high, and the loans are secured by your property, which means you can lose the house if you do not pay back the tax loan. Read the terms very carefully before taking one of these loans.
	The fifth major difference is the homestead exemption process and the protection from forced sale. To get the full benefit of Texas homestead protection, you need to make sure your property is properly designated as your homestead. For most homeowners, this happens automatically when they file for the homestead exemption on their property taxes. If you have not filed for the homestead exemption, you should do so. It saves you money on property taxes and gives you the legal protections under homestead law.
	There are limits to homestead size. In Texas, the urban homestead is limited to ten acres, and the rural homestead is limited to two hundred acres for a family. Property in excess of these limits may not be protected by the homestead exemption. For most homeowners, this is not an issue, but if you own a larger property, you should understand the implications.
	The sixth major difference is the strong real estate market in much of Texas. While this is a market condition rather than a legal rule, it matters for homeowners facing foreclosure because it affects your options.
	Texas has been growing rapidly for many years. Houston, Dallas, San Antonio, Austin, and many smaller cities have seen significant population growth, which drives strong demand for housing. Home values have risen substantially over the past decade in most Texas markets. This means that homeowners who bought their homes several years ago often have significant equity, even if they thought they did not.
	This is good news for homeowners in foreclosure, because it means selling is often a viable option that produces real money. In states with weaker real estate markets, homeowners may be deeply underwater and selling produces only losses. In Texas, the equity story is often better, which means more options.
	This is also why I emphasize getting a real valuation of your home before assuming you have no equity. Texas homeowners I work with are surprised on a regular basis by how much equity they have, even when they have been in financial distress for some time. Do not assume your situation. Check.
	The seventh major difference is the variety of lenders and loan types in Texas. Texas has a large mortgage market with many lenders, including national banks, regional banks, credit unions, mortgage companies, and various government backed loan programs. This variety means that the specific rules that apply to your loan vary based on who owns it and what type of loan it is.
	If you do not know what type of loan you have, find out. Look at your closing documents from when you bought the house. Look at your current mortgage statements. Call the lender and ask. The answer affects which loss mitigation programs you qualify for and what protections you have.
	For loans owned by Fannie Mae or Freddie Mac, there are specific federal guidelines that apply. For FHA loans, there are HUD specific programs. For VA loans, there are programs through the Department of Veterans Affairs. For loans that the lender keeps on its own books, called portfolio loans, the rules are whatever the lender decides, within the bounds of consumer protection laws.
	The eighth thing to know about Texas is the role of the Texas Department of Housing and Community Affairs and other state agencies that have programs for homeowners in distress. Various assistance programs come and go depending on funding and need. The Texas Homeowner Assistance Fund, for example, provided emergency relief during the COVID-19 pandemic for homeowners struggling to make mortgage payments. Programs like this come and go, and you should check whether anything similar is currently available when you are facing distress.
	Local non-profit organizations also offer various services to Texas homeowners. United Way agencies, community action agencies, and faith-based organizations sometimes have funds or services available for housing-related emergencies. These resources are limited and typically targeted at specific populations, but they are worth investigating, especially if you have a particular characteristic like being a veteran, a senior citizen, a single parent, or a person with a disability that may qualify you for targeted assistance.
	The ninth thing to know is that Texas has consumer protection laws that apply to foreclosure rescue activities. The Texas Deceptive Trade Practices Act gives homeowners legal recourse against fraudulent or deceptive practices. State law also imposes specific requirements on foreclosure rescue consultants, including prohibitions on upfront fees and requirements for written contracts in specific formats.
	If you believe you have been the victim of a foreclosure scam or deceptive practice, you can file a complaint with the Texas Attorney General's Office, which has a consumer protection division. You can also consult with a private attorney about civil legal action. Some attorneys take consumer protection cases on a contingency basis, meaning they only get paid if you win, which can make legal action accessible even if you cannot afford to pay legal fees upfront.
	The tenth thing to know is that the climate and disaster history of Texas creates specific issues that affect foreclosure situations. Major weather events like Hurricane Harvey, Hurricane Ike, and the 2021 winter storm have caused significant property damage and financial hardship for many Texas homeowners. In the aftermath of major disasters, there are typically temporary moratoriums on foreclosures for affected areas, as well as special hardship programs from lenders, the federal government, and state agencies.
	If your foreclosure situation was caused or worsened by a natural disaster, you may qualify for special assistance programs that are not available in ordinary circumstances. Check with your lender, FEMA if a federal disaster was declared, and local disaster relief organizations. The deadlines for these programs are often time limited, so do not delay.
	I hope this chapter has given you a clearer picture of the Texas-specific environment you are operating in. The legal protections in Texas are generally good for homeowners, the real estate market in most parts of the state is favorable, and there are resources available to help. The challenge is the speed of the foreclosure process, which means you have to move quickly and decisively when you are facing a problem.
	In the final chapters, we are going to put everything together. We will talk about how to make a specific plan for your specific situation, how to execute that plan, and how to know when you have reached the other side of this experience.
	Chapter 12: Making Your Plan
	By this point in the book, you have a lot of information. You understand what foreclosure is, how it works, what options you have, who to bring onto your team, what to watch out for, and how to think about life after the crisis is past. The question now is how to turn all of that information into a specific plan for your specific situation.
	This chapter is going to walk you through a framework for building your plan. Take out your notebook or open a fresh document. We are going to work through this together.
	Step one. Write down where you are right now.
	Take everything you have learned in the previous chapters and write down a clear summary of your current situation. How many months behind are you? What is the unpaid balance on your mortgage? What is the current value of your house? What is your equity position, positive or negative? What does your income look like, and is it stable? What other debts do you have? What savings, if any?
	Also write down any specific deadlines you are facing. Has a Notice of Default been filed? When? Has a Notice of Sale been filed? If so, when is the sale date? Are there other deadlines, like deadlines to respond to lender communications or court filings?
	The goal of this step is to have a complete picture of where you are starting from, with no fuzzy areas and no assumptions. If you do not know something, write down that you do not know it, and add it to a list of things you need to find out.
	Step two. Write down what you want.
	What is your ideal outcome from this situation, recognizing that you may not be able to get exactly what you want? Do you want to keep the house at almost any cost? Do you want to sell and walk away with money? Do you want a clean exit even if it means leaving money on the table? Do you want to protect your credit above all? Do you want to minimize the immediate stress, even if it costs more long term?
	These priorities will shape every decision you make from here forward. There is no wrong answer, but there has to be an answer. Indecision about what you want makes it impossible to make good decisions about how to get there.
	Step three. Identify the realistic options.
	Based on your situation and your goals, which of the options we have discussed are realistic for you? Make a list, but be honest. Loan modification is only realistic if you have enough income to support a modified payment. Reinstatement is only realistic if you can get the funds together. A traditional sale is only realistic if you have enough time before the auction. A short sale is only realistic if you are underwater or close to it. A deed in lieu is a last resort, not a first choice.
	For each option that seems realistic, write down what would need to happen for that option to work, what the timeline would be, what the cost would be, and what the outcome would look like.
	Step four. Rank the options.
	Now look at your list of realistic options and rank them in order of preference, based on which one best matches your goals. Your top choice should be the option that, if successful, would give you the best outcome relative to your priorities. Your second choice should be your backup plan if the top choice does not work. Your third choice is your backup for the backup.
	Most homeowners should have at least two or three options on this list. Putting all your hope on a single option is risky. Things go wrong, lender responses take longer than expected, buyers fall through, programs get denied. You need a Plan B and ideally a Plan C.
	Step five. Identify the help you need.
	For each of your top options, identify the professionals you need to bring in. Do you need a housing counselor? A real estate agent? An attorney? A specific type of consultant? A financial advisor for tax questions?
	Make a list of the calls you need to make, and put names and phone numbers next to each one if you have them. If you do not have specific names, write down where you will find them, like the HUD website or the State Bar referral service.
	Step six. Build your timeline.
	Pull out a calendar. Look at the deadlines you wrote down in step one. Now overlay your action plan onto the calendar.
	If you are pursuing a loan modification, when do you need to have your complete application submitted? Working back from the auction date, what is the latest you can submit and still have it considered?
	If you are pursuing a sale, when do you need the house listed by? How long do you expect it to take to find a buyer and close, and does that timeline work with the foreclosure deadline?
	If you are pursuing reinstatement, when do you need to have the funds gathered? What steps need to happen between now and then to make sure the funds are available?
	Write down everything that needs to happen and when it needs to happen, with specific dates. Use calendar reminders so things do not slip.
	Step seven. Take the first action today.
	The most important step is the first one. Whatever your plan is, identify the very first action and take it today. Call the lender. Call a housing counselor. Call a real estate agent for a market value estimate. Pull out your closing documents to find your loan type. Whatever it is, do it now, not tomorrow.
	Inertia is the enemy in foreclosure. Every day that passes is a day of options that may be closing. The hardest action is the first one, because making the first call makes the situation real. But once you make that first call, the second call gets easier, and the third call gets easier still, and before long you have momentum.
	Step eight. Track your progress and adjust as you go.
	Things will not go exactly according to plan. They never do. The lender will take longer to respond than you expected. A buyer will fall through. A document you thought you had cannot be found. New information will change the calculus.
	When that happens, do not panic and do not give up. Adjust the plan. Move to Plan B if Plan A is not working. Bring in additional help if the situation gets more complicated. Communicate with everyone on your team about what has changed.
	Keep notes on every conversation. Date them. Note who you talked to, what you discussed, what was agreed to, and what the next steps are. These notes become your record of the process, and they are invaluable if anything is later disputed.
	Now I want to give you some examples of what plans might look like for different situations, just to show how this framework gets applied in practice.
	Example one. The homeowner who is two months behind with a short term hardship.
	Situation. Three months behind on the mortgage. Lost a job two months ago, has a strong likelihood of new employment within sixty days based on active interviews. Has some savings. Equity in the home is significant. No Notice of Sale yet.
	Goal. Keep the house and ride out the temporary income gap.
	Realistic options. Forbearance plan to bridge until new income starts. Repayment plan once new income is in place. Loan modification only if new income comes in lower than expected.
	Plan. Call lender this week to apply for forbearance. Continue job search aggressively. As soon as new job is secured, contact lender to discuss repayment options for the missed months. Have a backup plan to list the house for sale if job does not materialize within ninety days.
	Example two. The homeowner who is underwater with no realistic recovery in income.
	Situation. Six months behind. Income has dropped permanently due to a business closure. Other debts are also problematic. House is worth less than the mortgage balance. Notice of Sale has been filed, auction is in forty-five days.
	Goal. Walk away with the least damage to credit and finances.
	Realistic options. Short sale if a buyer can be found and lender approves. Deed in lieu if short sale does not work out. Bankruptcy if there are other debt issues that need to be addressed.
	Plan. List house immediately with an experienced short sale agent. Submit complete short sale package to lender within ten days. Begin gathering documentation for potential bankruptcy filing as backup. Set a hard decision date two weeks before the auction to determine whether to proceed with whatever resolution is in place or pivot to a different strategy.
	Example three. The homeowner with significant equity facing a fast moving foreclosure.
	Situation. Four months behind. Lost income due to medical issues, recovery is uncertain. Significant equity in the property based on recent comparable sales. Notice of Sale has been filed, auction is in thirty days.
	Goal. Extract equity, walk away with cash to start over, protect credit.
	Realistic options. Traditional sale if time allows. Cash sale to an investor if not. Reinstatement if equity can be tapped through a personal loan or other source.
	Plan. List the house with an experienced agent immediately, priced aggressively for fast sale given the timeline. Simultaneously contact several cash buyers for quick offers as backup. Apply for any personal loans or HELOCs that might allow reinstatement. Make a decision within two weeks based on which option is most likely to close before the auction.
	These examples are simplified, and your situation will have its own specifics, but the framework is the same. Know where you are, know what you want, identify realistic options, rank them, get help, build a timeline, start acting, and adjust as you go.
	I want to add one more thing to this chapter, which is about emotional management during the planning and execution phase. This is a stressful time. You are going to have moments of fear, anger, despair, hope, frustration, and exhaustion. All of those are normal.
	What you have to do is make sure that those emotions do not derail your plan. The most common derailing patterns I see are these.
	Avoidance. Things get scary or complicated, so you stop opening your mail, stop returning calls, stop dealing with the situation. This is the worst response, because it lets the situation get worse without your input. Even when you do not know what to do, you have to keep engaging.
	Catastrophizing. You convince yourself that the worst possible outcome is the only possible outcome, and you make decisions based on that fear. This leads to taking bad deals because you think the alternative is worse than it actually is. Stay grounded in the facts and the realistic range of outcomes.
	Magical thinking. You hold onto a hope that is not actually realistic, and you refuse to consider alternatives because you are sure your preferred outcome will happen. This means you do not have a backup plan when the preferred outcome falls through. Be realistic about probabilities and always have a backup.
	Decision paralysis. You see all the options and cannot decide between them, so you do not decide at all. Days pass, weeks pass, and the situation deteriorates because no decision has been made. Set deadlines for your own decisions, and if you cannot make a decision by the deadline, make the best decision you can with the information you have and move forward.
	Trust me when I say that this period will pass. You will get through it. The decisions you make now will shape the next few years of your life, so make them thoughtfully and with help. But you will get to the other side. Most homeowners do.
	In the final chapter, I am going to share some closing thoughts and give you a list of resources you can use to get started.
	Chapter 13: Final Thoughts and Resources
	We have covered a lot of ground in this book. From the basics of how foreclosure works, to the options for keeping or selling your house, to the people who will try to take advantage of you, to the long road of recovery afterward. By now, I hope you feel more informed, more prepared, and more confident that whatever you are facing, you have options.
	I want to use this final chapter to share some closing thoughts and then give you a practical list of resources you can use to take action.
	The first thought I want to leave you with is this. The single biggest mistake homeowners make in foreclosure situations is doing nothing. Not making bad decisions. Not picking the wrong option. Not failing at the option they picked. The biggest mistake is sitting frozen, hoping the situation will somehow resolve itself or that the lender will forget about the problem.
	The lender will not forget. The foreclosure process will not stop on its own. The auction will happen on the scheduled day unless you make something else happen. So whatever you do, do not freeze. Even imperfect action is better than no action, because imperfect action keeps you moving and creates new opportunities, while no action just lets the situation play out on terms that are not in your favor.
	The second thought is about identity. Homeownership has become so wrapped up with American identity that losing a home can feel like losing yourself. I have sat with homeowners who said things like, I was a homeowner, what am I now? As if homeownership was the central fact of who they were.
	You are not your house. You are not your credit score. You are not your bank balance. You are a person with your own particular history, talents, relationships, and future. None of that is determined by what happens to this particular piece of real estate. People who lose homes go on to build wonderful lives. People who keep homes sometimes live in misery. Your housing situation is one factor among many, not the determining factor for your worth or your future.
	Hold onto that perspective during this difficult time. It does not make the situation easier exactly, but it puts the situation in its proper place, as one challenge among the many challenges of a long and complicated life.
	The third thought is about family. Foreclosure does not just affect the homeowner. It affects spouses, children, parents, anyone in the household, and often extended family members who may be drawn in for help or affected emotionally by what is happening.
	Communicate with the people in your household. Especially if there are children, find an age-appropriate way to talk about what is happening so they are not left to imagine the worst on their own. Younger children do not need details about mortgages and credit scores. They need reassurance that they are loved and that the adults are taking care of things. Older children may benefit from more information, both because they may already be picking up on the stress and because seeing how their family handles difficulty is a life lesson for them.
	For spouses or partners, this is a time to work as a team. Foreclosure stress is one of the things that puts pressure on relationships, sometimes to the breaking point. Make sure you are communicating about the situation, making decisions together, and supporting each other through it.
	For extended family, be cautious about how much you involve them, especially around money. Asking family for financial help can save the situation in the short term but create problems in the relationship that last for years. If you do ask for help, be specific about what you are asking for, what you can offer in return, and what happens if things do not work out as planned.
	The fourth thought is about learning. Whatever the outcome of your specific situation, there is wisdom to be gained from going through this. Pay attention to what you learn about money, about relationships, about institutions, about yourself.
	What you learn now will inform how you handle financial decisions for the rest of your life. You may decide to keep less house and more savings going forward. You may decide to diversify income sources so you are less dependent on any single source. You may decide to be more skeptical of friendly strangers offering help. You may decide to be more proactive about reaching out for advice when you sense trouble coming.
	Use this experience. Do not waste it.
	The fifth and final thought is about hope. Hope sometimes gets a bad reputation in self-help books because it can sound passive, like wishful thinking. But the kind of hope I mean is different. It is the belief that better days are possible, combined with the willingness to take the actions that make those better days more likely.
	You are reading this book because some part of you believes that better days are possible. That belief is correct. Whatever you are facing right now is hard, but it is not permanent. The actions you take in the next few weeks and months will shape what comes next. There is real reason for hope, not in the form of magical thinking, but in the form of available paths forward that other people have walked successfully and that you can walk too.
	Now let me give you the practical resources you need to take action.
	For housing counseling. The Department of Housing and Urban Development maintains a list of approved housing counseling agencies. Visit the HUD website at hud.gov and search for housing counseling, or call 800-569-4287. These services are free or low cost. They include in-person, phone, and online options.
	For Texas-specific assistance. The Texas Department of Housing and Community Affairs has information about state programs at tdhca.state.tx.us. Programs come and go depending on available funding, so check what is currently available.
	For finding a real estate attorney in Texas. The State Bar of Texas Lawyer Referral Service can be reached at 800-252-9690. Local bar associations in major Texas cities also have referral services.
	For finding a real estate agent who specializes in distressed properties. Ask other professionals for referrals. The Short Sales and Foreclosure Resource certification from the National Association of Realtors indicates additional training in this area. Look for agents who have closed multiple short sales or foreclosure-related transactions.
	For checking real estate license status. The Texas Real Estate Commission website at trec.texas.gov lets you verify any agent's license and check for disciplinary actions.
	For credit reports. You can get free credit reports from annualcreditreport.com once per week from each of the three major bureaus. This is the official site authorized by federal law. Beware of imitator sites that look similar.
	For reporting fraud or scams. The Texas Attorney General's Office has a consumer protection division that handles complaints about deceptive practices, including foreclosure scams. You can file complaints at the Texas Attorney General website at texasattorneygeneral.gov. For mortgage fraud specifically, you can also contact the FBI tip line or the Consumer Financial Protection Bureau at consumerfinance.gov.
	For HUD-approved counseling on Spanish or other languages. Many HUD-approved agencies offer services in multiple languages. When you call the HUD hotline at 800-569-4287, you can request a counselor who speaks your language.
	For mental health support. If you are struggling emotionally with this situation, the 988 Suicide and Crisis Lifeline is available by calling or texting 988. You do not have to be at the most extreme level of crisis to use this service. Trained counselors are available to talk through any kind of mental health concern. Many employers also offer free counseling sessions through Employee Assistance Programs. Check with your HR department to find out.
	For bankruptcy attorneys in Texas. The State Bar of Texas referral service can connect you with bankruptcy attorneys. Many offer free initial consultations, which is enough to find out whether bankruptcy is appropriate for your situation.
	For your specific lender. Look at any recent mortgage statement for the loss mitigation department phone number. If you cannot find it, call the main customer service number and ask to be transferred to loss mitigation. Have your loan number and last few payment details ready when you call.
	For loan type identification. Call your lender and ask whether your loan is owned by Fannie Mae, Freddie Mac, FHA, VA, or another investor. This determines which programs you are eligible for.
	For property valuation. Get a comparative market analysis from a local real estate agent. Many will do this for free. You can also pay for a formal appraisal for a few hundred dollars if you need more precision.
	For tax questions related to forgiven debt. Contact a CPA or enrolled agent who handles individual tax returns. Initial consultations are often inexpensive or free.
	I want to close with this. I wrote this book because I have sat across from too many homeowners who came to me when it was too late to help, and who could have had different outcomes if they had only known what was possible earlier in the process. I hope this book has given you the information you need to act in time, with the right help, toward the right outcome for your situation.
	Whatever path you choose from here, I want you to know that this is not the end of your story. It is one chapter, and it is a chapter that ends. What comes next depends on what you do now and over the next several months. You have the tools. You have the information. You have the options.
	Take the first step today. Make the first call. Open the next piece of mail. Start the conversation with your family. Whatever your first step is, take it. The path forward exists, and it starts with that single action.
	I wish you the best in navigating what comes next. You have more strength than you know, and more options than you think.
	Take care of yourself, take care of your family, and do not let this situation define who you are or who you will become.
	The next chapter of your story is yours to write.
	Appendix: Worksheets and Quick Reference
	The chapters in this book covered a lot of ground, and I know it can be a lot to take in when you are already stressed. This appendix gives you simplified worksheets and checklists that you can use to organize your situation and take action quickly. I am including these because the homeowners who fare the best in foreclosure situations are usually the ones who get organized and stay organized.
	Worksheet One: Your Current Situation Snapshot
	Fill out this snapshot before any other conversation. This is the document you will reference when talking to lenders, agents, attorneys, and counselors.
	Your name and the names of all adults on the mortgage.
	Property address and the date you purchased the home.
	Original purchase price.
	Estimated current home value.
	Lender name and the loan number.
	Loan type if known, for example FHA, VA, conventional, Fannie Mae, Freddie Mac, portfolio.
	Current monthly payment broken down into principal and interest, taxes, insurance, and any other charges.
	Unpaid principal balance as of the most recent statement.
	Number of monthly payments missed and total dollar amount past due.
	Late fees and other charges that have accrued.
	Whether there is a second mortgage or home equity line, and if so, the lender, balance, and monthly payment.
	The date you last made a full payment.
	Any written communications you have received from the lender, including dates and what each one said.
	Whether a Notice of Default or Notice of Sale has been filed, and if so, the relevant dates.
	Names and phone numbers of any people who have already contacted you about your situation.
	Worksheet Two: Income and Expenses
	You need a clear picture of what is coming in and what is going out each month. The lender will ask for this if you pursue any loss mitigation option, and you need it for your own planning.
	Income side. List every source of income for everyone in the household. Wages from employment, self-employment income, retirement income, social security, disability, child support, alimony, rental income, investment income, food stamps or other government assistance, any side income. List the gross amount and the net amount after taxes for each source.
	Expense side. List every monthly expense, including housing costs that are not mortgage, like utilities, internet, phone, basic cable, food and groceries, transportation including car payment, fuel, insurance, and maintenance, health insurance and out of pocket medical expenses, childcare, debt payments other than mortgage, including credit cards, student loans, personal loans, and any other monthly obligations like alimony or child support.
	The difference between total income and total expenses is what you have available each month for housing costs. Compare this to your current mortgage payment to see how big the gap is.
	Worksheet Three: Asset Inventory
	What do you own that has value or could be turned into cash if necessary?
	Checking and savings accounts, with current balances.
	Retirement accounts, with current values and noting whether they are accessible without major penalties.
	Investment accounts, with current values.
	Vehicles owned outright, with estimated values.
	Other real estate, with estimated values and any loans against them.
	Personal property of significant value, like jewelry, collectibles, or equipment.
	Money you are owed by others, with realistic assessment of whether it will be collected.
	Cash value of any life insurance policies.
	Worksheet Four: Debt Inventory
	List every debt you owe, not including the mortgage.
	For each debt, write down the creditor name, current balance, monthly payment, interest rate, and whether you are current or behind.
	Total up the monthly payments to see what your monthly debt service looks like outside of housing.
	Identify any debts that are secured by specific assets, like a car loan or a furniture financing agreement, and note what would happen to those assets if the debts are not paid.
	Worksheet Five: Goal Setting
	Before you start exploring options, get clear on what you actually want.
	On a scale of one to ten, how much do you want to keep this particular house?
	On a scale of one to ten, how confident are you that you can sustain the current mortgage payment going forward, even if the past due amount were forgiven?
	On a scale of one to ten, how important is protecting your credit score from this situation?
	On a scale of one to ten, how important is getting to a resolution quickly, even if it costs more money?
	If you had to walk away from this house with cash in hand, what is the minimum amount you would need to start over comfortably?
	If you had to choose between keeping the house and getting out of debt, which would you choose?
	If you had to choose between keeping the house and ending the daily stress of this situation, which would you choose?
	These answers will inform every decision you make from here forward.
	Checklist One: Initial Action Items
	Within the first week of recognizing you are in trouble, you should complete these steps.
	Open all unopened mail from your lender and any related parties. Sort by date.
	Pull together the documents you signed when you bought the house, especially the deed of trust and promissory note.
	Locate your most recent mortgage statement and your most recent monthly income statements like pay stubs.
	Call your lender's loss mitigation department to introduce yourself and confirm receipt of your file.
	Look up HUD-approved housing counseling agencies in your area and schedule an initial appointment.
	Get a sense of your home's current market value through online estimates and at least one professional opinion.
	Write down what you want from this situation.
	Checklist Two: Documents to Gather
	Most loss mitigation programs require similar documentation. Start gathering these now so you are ready when you need them.
	Most recent pay stubs covering the last thirty days.
	Most recent two years of W-2 forms or tax returns if self-employed.
	Most recent two months of bank statements for all accounts.
	Documentation of any other income, like social security, disability, or rental income.
	Most recent mortgage statement.
	Most recent statements for any other debts.
	A hardship letter explaining what happened in your own words.
	Government issued photo ID.
	If applicable, documentation of the hardship event, like a layoff notice, divorce decree, or medical records.
	Checklist Three: Questions for Your Lender
	When you call the loss mitigation department, have these questions ready.
	What type of loan do I have, and who is the investor or guarantor?
	What loss mitigation programs am I eligible for given my loan type and situation?
	What is the exact amount needed to bring the loan current right now?
	If I cannot bring the loan current, what are my options, and what are the specific timelines for each?
	How do I submit a loss mitigation application, and what documents do I need?
	Once I submit a complete application, how long will it take to get a decision?
	If a foreclosure sale is currently scheduled, will the sale be postponed while my application is reviewed?
	What is the phone number and direct contact information for a single point of contact who will handle my file?
	Can you send me, in writing, a summary of what we discussed and the next steps?
	Checklist Four: Questions for Real Estate Agents
	When you are interviewing agents to help you with a possible sale, ask these questions.
	How many distressed property transactions, including short sales and pre-foreclosure sales, have you closed in the last two years?
	Can you give me references from past clients in similar situations?
	What do you think my home is worth in the current market, both for a traditional sale and a quick cash sale?
	What is your typical timeline for a traditional sale in this neighborhood, and how does the timing work with my foreclosure timeline?
	How will you communicate with my lender during the sale process?
	What is your commission, and is there any flexibility given my situation?
	If you cannot sell my house in the traditional market in time, what backup options would you recommend?
	Are you available to start work immediately, given my timeline?
	Checklist Five: Questions for Cash Buyers
	If you are considering selling to a cash investor, ask these questions and require clear answers.
	Are you the actual buyer, or are you a wholesaler planning to assign this contract to someone else?
	Can you provide proof of funds before we sign a contract?
	How many properties have you personally closed on in the last twelve months, and can you provide addresses I can verify?
	How much earnest money are you willing to put up, and is it non-refundable after a short due diligence period?
	What is your exact closing timeline, in writing, and what happens if you do not close on that date?
	What contingencies do you require in the contract, and how can they be triggered?
	Are you willing to close with a title company of my choice, or only one of yours?
	What is the actual cash amount I will receive at closing, after all fees and expenses?
	Checklist Six: Warning Signs of Scams
	If you see any of these signs in your dealings with anyone offering to help, stop and reconsider before proceeding.
	They want money upfront before they have done any work.
	They pressure you to make decisions immediately, claiming the offer expires today.
	They ask you to sign documents you do not have time to read or have someone review.
	They ask you to sign over your deed in exchange for help.
	They want you to pay them instead of the lender, claiming they will handle the payments.
	They guarantee outcomes that no reputable professional would guarantee.
	They will not provide written contracts, references, or verifiable credentials.
	They claim to have special relationships with lenders, government agencies, or judges.
	They tell you to stop communicating with your lender and let them handle everything.
	They suggest paying cash for services or wiring money to unfamiliar accounts.
	They want you to make decisions without consulting your family or other advisors.
	They use high pressure tactics or make you feel guilty for asking questions.
	Checklist Seven: Documents to Read Before Signing
	Before signing any agreement related to your home or mortgage, read these documents fully and ask questions about anything you do not understand.
	Any contract for sale of your home, including all addenda and disclosures.
	Any loan modification agreement, especially the new payment amount, interest rate, term, and any added principal balance.
	Any forbearance agreement, especially the terms of what happens at the end of the forbearance period.
	Any short sale approval letter, especially the terms about the deficiency.
	Any deed in lieu agreement, especially the release of liability terms.
	Any settlement agreement related to a deficiency or other claim.
	Any contract with a real estate agent, attorney, or other professional, including fee structures and scope of work.
	Final Quick Reference: Key Numbers to Remember
	Texas foreclosure timeline. From first missed payment to potential auction can be as fast as four to six months, but is often longer depending on lender pace and your communication.
	Notice of Sale timing. In Texas, you must receive the Notice of Sale at least twenty-one days before the foreclosure auction.
	Auction date. First Tuesday of every month at the county courthouse, between ten in the morning and four in the afternoon.
	Dual tracking protection. If you submit a complete loss mitigation application more than thirty-seven days before a scheduled sale, the lender cannot proceed with the sale until they decide on your application.
	Deficiency judgment timing. In Texas, the lender has two years from the date of the foreclosure sale to file for a deficiency judgment.
	Credit recovery timeline. Foreclosure stays on your credit report for seven years from the date of the first missed payment leading to the foreclosure. Short sale and deed in lieu typically allow faster recovery, often within two to four years.
	Waiting periods for new mortgages. FHA loans typically allow new mortgages three years after foreclosure. Conventional loans typically require seven years after foreclosure or four years after short sale or deed in lieu. VA loans typically allow new mortgages two years after foreclosure. These are general guidelines and specific situations vary.
	Annual free credit reports. You can get a free credit report from each of the three major bureaus once per week from annualcreditreport.com.
	HUD housing counseling. Call 800-569-4287 or visit hud.gov to find a HUD-approved housing counselor in your area. Services are free or very low cost.
	Use this appendix as a working document. Print these worksheets out. Fill them in. Take them with you to meetings. The act of organizing your information is itself a form of taking control of your situation, and taking control is the foundation of everything else you will do from here.
	You can do this. Take the first step today.
	DISCLAIMER
	The information contained in this book is provided for general informational and educational purposes only. It is not intended to be, and should not be construed as, legal, financial, tax, real estate, or other professional advice. The author and publisher make no representations or warranties of any kind, express or implied, about the completeness, accuracy, reliability, suitability, or availability with respect to the information, products, services, or related graphics contained in this book for any purpose. Any reliance you place on such information is therefore strictly at your own risk. Foreclosure laws, lender policies, loan programs, government assistance programs, tax regulations, and real estate market conditions vary by location and change over time. The information in this book is based on general practices and regulations applicable in Texas as of the date of publication and may not reflect current law, current lender practices, current program availability, or the specific circumstances of any individual reader. Before making any decisions or taking any actions related to your mortgage, foreclosure, or other financial situation, you should consult with qualified professionals, including but not limited to a licensed real estate broker or agent, a licensed attorney, a HUD-approved housing counselor, a certified public accountant or other tax professional, and a licensed financial advisor. The strategies, options, and outcomes described in this book are presented as illustrative examples only and do not guarantee any particular result in your individual situation. Past results referenced in this book do not predict or guarantee future outcomes. Real estate transactions involve significant financial decisions and legal obligations, and the specific terms of any transaction depend on numerous factors that cannot be addressed in a general informational book. The author is a licensed Texas real estate broker but is not your real estate broker, attorney, financial advisor, or tax advisor by virtue of your reading this book. No attorney-client, broker-client, advisor-client, fiduciary, or other professional relationship is created by your purchase, receipt, or reading of this book. Mention of specific companies, organizations, agencies, websites, phone numbers, or services in this book does not constitute an endorsement of those entities or their services. Contact information and program details were accurate as of the date of publication but may have changed. The author and publisher are not affiliated with any of the third-party entities mentioned and receive no compensation for any references contained in this book. To the maximum extent permitted by law, the author, publisher, and any affiliated parties disclaim all liability for any loss, damage, claim, or expense, whether direct, indirect, incidental, consequential, special, or exemplary, arising out of or in connection with your use of or reliance on the information in this book. By reading this book, you acknowledge and agree that you are responsible for your own decisions and that you will seek appropriate professional advice for your specific situation. If you are currently in a foreclosure situation or facing imminent loss of your home, you should seek immediate assistance from qualified professionals and from HUD-approved housing counseling agencies, which are available at no cost. This book is not a substitute for that professional help. Real estate brokerage services are provided by White Picket Realty in the State of Texas. Texas law requires all real estate license holders to give the Information About Brokerage Services notice to prospective clients. This book does not constitute the provision of brokerage services to you, and no brokerage relationship is created by your reading this book. To engage real estate brokerage services, a separate written agreement is required.

