
Practical steps and resources for

homeowners facing financial hardship

A GUIDE TO
PROTECTING
YOUR HOME

UNDERSTANDING AND
NAVIGATING

PREFORECLOSURE:

About This Booklet
This booklet was created for homeowners facing financial

hardship and the possibility of preforeclosure—or those already
in the process. Our goal is to empower you with valuable

information and options to help you make informed decisions.
Mike and his team are here to support you through this journey,
offering guidance, resources, and a willingness to help wherever

we can. You don’t have to face this challenge alone; we’re here to
stand by you.
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Introduction

Welcome to the Preforeclosure Guidebook

If you’re facing financial hardship and the possibility of foreclosure, please know that you’re not
alone. Many homeowners encounter unexpected challenges that make it difficult to keep up with

mortgage payments. 
This guide is designed to provide essential information, practical options, and resources to help
you navigate this challenging time. Our goal is to empower you with knowledge so you can make

informed decisions about your home and financial future.

Important Disclaimer: 
This guide is for educational purposes only. While we’ve provided general guidance, it is not a

substitute for legal, financial, or professional advice. Each homeowner’s situation is unique, and
we encourage you to consult a qualified professional to review your individual circumstances. We

cannot guarantee any particular outcome based on the information provided. Please use this
resource as a starting point in understanding your options.
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What is Preforeclosure? 

Preforeclosure is the first step in the foreclosure process. It begins when a homeowner falls behind on

mortgage payments and is at risk of losing their home. Preforeclosure is a warning period, during which

lenders notify homeowners that they are in default on their mortgage. However, it also offers homeowners a

crucial window of opportunity to find solutions and avoid a full foreclosure.

SECTION 1: UNDERSTANDING

PREFORECLOSURE
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Important Terms to Know

Notice of Default (NOD): This is the formal notice from your lender indicating that you are behind on

mortgage payments and are at risk of foreclosure. The NOD outlines the overdue amount and provides a

deadline to make payments to avoid further action.

1.

Loan Modification: A loan modification is a change made to the terms of an existing loan to make

payments more affordable. This can include adjusting the interest rate, extending the loan term, or

reducing the principal balance.

2.

Forbearance: A forbearance agreement temporarily suspends or reduces your mortgage payments. This

option provides relief for a specified period, but you will need to make up missed payments later.

3.

Reinstatement: Reinstatement occurs when a homeowner catches up on all missed mortgage payments

in one lump sum. This option can stop the foreclosure process if all overdue payments and fees are paid.

4.

Deed in Lieu of Foreclosure: This is when a homeowner voluntarily transfers ownership of the home

back to the lender to avoid foreclosure. While this does not save the home, it may be less damaging to

your credit than a foreclosure.

5.

Short Sale: A short sale involves selling your home for less than the remaining mortgage balance, with

the lender’s approval. This option allows you to avoid foreclosure, although it will impact your credit

score.

6.

Repayment Plan: This is an agreement with your lender to catch up on missed payments by paying an

additional amount over a specific period. It allows you to gradually repay overdue amounts while keeping

up with current payments.

7.

Summary of Timelines and Key Stages

30–90 Days: Initial missed payments.

90 Days: Notice of Default filed.

2–6 Months: Preforeclosure period to resolve the debt or explore other options.

21 Days Before Auction: Notice of Trustee Sale or Foreclosure Sale Date.

Auction Date: Final step where the home may be sold at auction.
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1. Missed Payments (30–90 Days)

Timeline: The process begins after one

or more missed mortgage payments.

Details: Lenders usually reach out after

the first missed payment to inform the

homeowner of overdue amounts. At

this point, there is often a grace period

where the lender will not report the

missed payment to credit bureaus. If

the homeowner misses multiple

payments (usually three or more), the

lender typically initiates preforeclosure.

2. Notice of Default (NOD) (90 Days Past

Due)

Timeline: The Notice of Default is

usually issued once the mortgage is 90

days past due.

Details: The lender files a Notice of

Default (NOD) with the local

government and sends a copy to the

homeowner. The NOD outlines the

amount due, including overdue

payments, fees, and interest. It is a

formal notification that the lender

intends to begin the foreclosure

process if the homeowner cannot bring

the mortgage current.

3. Preforeclosure Period (NOD Filing to

Auction Date)

Timeline: Typically 2 to 6 months (can

vary by state or lender).

Details: During the preforeclosure

period, the homeowner still owns the

home and has the opportunity to work

with the lender to avoid foreclosure.

Options like reinstatement (paying all

past-due amounts), loan modification,

forbearance,

SECTION 2: PROCESS, TIMELINES,

AND STAGES OF PREFORECLOSURE

When a homeowner falls behind on mortgage payments, the preforeclosure
process begins. Understanding each stage in this process can help
homeowners recognize the importance of timely action to prevent
foreclosure. Here’s a breakdown of the typical steps and timelines involved:
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3 continued: 

 and repayment plans may be available.

Homeowners can also explore selling the

home through a short sale or voluntarily

transferring it back to the lender (deed in

lieu of foreclosure). Acting quickly in this

period is critical, as it’s often the last

chance to prevent foreclosure.

 4.Notice of Trustee Sale (or Foreclosure

Sale Date)

Timeline: Typically occurs 21 days

before the scheduled auction date

(timeframes vary by state).

Details: If no resolution is reached, the

lender files a Notice of Trustee Sale or

Foreclosure Sale Date. This notice sets

the date for a public auction of the

property, where it may be sold to the

highest bidder. Homeowners should

review the notice carefully, as it

includes the time, date, and location of

the auction.

5. Foreclosure Auction (Final Stage)

Timeline: This marks the end of the

preforeclosure period.

Details: At the foreclosure auction, the

property is typically sold to the highest

bidder, which may be a third-party

buyer or the lender itself. If the

property does not sell, it becomes "Real

Estate Owned" (REO) and remains in

the lender's possession. Losing the

home at auction has a significant

impact on credit and can affect future

borrowing ability.
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SECTION 3: SAMPLE SCRIPT FOR

CALLING YOUR LENDER

Purpose of the Call: To explore options for keeping your

home and preventing foreclosure.

Confirming Next Steps: “Thank you for your

help. Could you please confirm the next steps

I need to take to apply for these options? I’d

also appreciate it if you could send any

necessary forms or information by email to

[Your Email Address].”

Closing: “Thank you for your time and

assistance. I look forward to receiving the

information.”

Income verification (paystubs, tax forms)

Mortgage statements

financial statements

Details your monthly obligations, such as

utilities, groceries, car payments, insurance,

and other debts.

A hardship letter that explains the

circumstances that led to missed payments,

such as a job loss, illness, or unexpected

expenses.

Preforeclosure Guidebook

Opening the Call: “Hello, my name is [Your

Full Name], and I’m calling about my

mortgage account. My account number is

[Account Number]. I’ve encountered some

financial challenges, and I want to discuss

options for keeping my home and preventing

foreclosure.”

Explaining Your Situation: “I recently

experienced [briefly mention reason: e.g., a job

loss, unexpected medical expenses, etc.]. I

want to work with you to find a way to bring

my account current. Can you tell me about

any available options, such as loan

modification, forbearance, or a repayment

plan?”

Questions to Ask:

“What programs are available to help me

avoid foreclosure?”

1.

“Are there any fees involved in modifying

my loan, and how will these affect my

monthly payments?”

2.

“Can I qualify for a forbearance or

repayment plan to help catch up on

missed payments?”

3.

“What are the timelines and requirements

for applying for assistance?”

4.

Things to have before you make

the call:

Lender Communication Script

When you’re ready to speak with your lender, here’s a

script you can use as a guide. Remember to keep the

conversation polite and factual, and don’t hesitate to

take notes or ask questions.

© 2024 MIKE AND PARTNERS. THIS BOOKLET WAS CREATED TO ASSIST HOMEOWNERS IN FINANCIAL HARDSHIP.



If you're facing preforeclosure, know that you have options. While preforeclosure can feel overwhelming,

there are steps you can take to potentially avoid foreclosure. Here are several commonly available options:

1. Loan Reinstatement

What It Is: Loan reinstatement is when the homeowner pays all past-due amounts in full, bringing the

loan current.

How It Helps: By catching up on missed payments, you stop the foreclosure process and retain

ownership of your home.

Considerations: This option requires a lump sum, which may not be feasible for everyone. Some lenders may

provide guidance on finding resources to help with reinstatement.

Disclaimer:

This guide is for educational purposes only. It does not constitute legal, financial, or real estate advice. Results

may vary depending on individual circumstances, and outcomes are not guaranteed. Always consult with a

qualified professional before making any decisions regarding your property.

2. Repayment Plan

What It Is: A repayment plan involves working with your lender to pay off the past-due amount over a

set period, in addition to your regular monthly mortgage payments.

How It Helps: This option allows you to pay back missed payments gradually, making it easier to catch

up without requiring a lump sum.

Considerations: Your monthly payments will be higher than usual during the repayment period. Make sure

you can afford the new payment amount to avoid further issues.

SECTION 4: OPTIONS FOR HOMEOWNERS

FACING PREFORECLOSURE

3. Forbearance Agreement

What It Is: Forbearance temporarily reduces or suspends your mortgage payments, allowing you time to

improve your financial situation.

How It Helps: Forbearance can provide immediate relief if you're experiencing a temporary financial

hardship (like a job loss or medical emergency).

Considerations: The past-due amount typically needs to be repaid in full once the forbearance period ends,

so plan ahead to ensure you can meet future obligations.

4. Loan Modification

What It Is: A loan modification changes the terms of your mortgage, such as reducing the interest rate,

extending the loan term, or adding missed payments to the loan balance.

How It Helps: By modifying your loan, you may be able to secure a more manageable monthly payment,

allowing you to stay in your home.

Considerations: Approval for a loan modification isn’t guaranteed, and it may impact your credit score. Be

prepared to provide detailed financial information during the application process.

5. Refinancing

What It Is: Refinancing replaces your existing mortgage with a new loan, often with a lower interest rate

or longer term, making payments more affordable.

How It Helps: This option can reduce your monthly payment or allow you to withdraw cash to pay off

past-due amounts.

Considerations: You’ll need to qualify for a new loan, which may be challenging if you have recent missed

payments or credit issues. Closing costs are also associated with refinancing.
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Continue of knowing your options

6. Short Sale

What It Is: In a short sale, you sell your home for less than the amount owed on the mortgage, with the

lender’s approval.

How It Helps: If approved, a short sale can release you from the debt and prevent foreclosure.

Considerations: Short sales may impact your credit, and they can be complex. You’ll need the lender’s

consent, which is not always easy to obtain.

Disclaimer:

This guide is for educational purposes only. It does not constitute legal, financial, or real estate advice. Results

may vary depending on individual circumstances, and outcomes are not guaranteed. Always consult with a

qualified professional before making any decisions regarding your property.

7. Deed in Lieu of Foreclosure

What It Is: This option involves voluntarily transferring ownership of your home back to the lender in

exchange for being released from the mortgage.

How It Helps: By avoiding foreclosure, you may be able to mitigate the impact on your credit score.

Considerations: Not all lenders will accept a deed in lieu of foreclosure, and you’ll typically need to vacate

the property. It’s a final option to consider if you’re unable to repay or sell the home.

SECTION 4 CONTINUED: OPTIONS FOR

HOMEOWNERS FACING PREFORECLOSURE

8. Selling the Home (Traditional Sale)

What It Is: You may decide to sell your home outright and use the proceeds to pay off the mortgage

balance.

How It Helps: Selling can be a way to avoid foreclosure and settle your debt, especially if you have equity

in the home.

Considerations: Make sure you have enough time to sell before the foreclosure process is completed. If the

sale takes too long, it might not prevent foreclosure.

9.. Selling the Home (Creative Sale)

A creative sale offers alternative ways to sell your home when a traditional sale might not be feasible or

time is limited. Options like lease options, subject-to sales, wraparound mortgages, and owner financing

can help you avoid foreclosure while relieving your financial burden.

How It Helps:

A creative sale can be a viable solution if you have limited equity, need to sell quickly, or are unable to

qualify a traditional buyer in time. With these options, you can potentially avoid foreclosure, settle your

debt, and even retain some control over the terms of the sale.

Disclaimer

Creative selling options can be complex and may carry some risk. Each transaction type may affect your

credit and finances differently. This information is for educational purposes only; consult a real estate or

financial professional to determine the best course of action for your unique situation.

Important Reminder

Choosing the right option depends on your individual situation. Be proactive, communicate with your

lender, and consider seeking professional advice from a financial counselor, attorney, or real estate

professional experienced in foreclosure and preforeclosure processes.
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National Suicide Prevention Lifeline:

If you or someone you know is in crisis, please call 988

(available 24/7 in the U.S.) for free, confidential support.

MENTAL HEALTH RESOURCES

Preforeclosure Guidebook

SAMHSA National Helpline:

Substance Abuse and Mental Health Services Administration

provides support for mental health and substance abuse.

Call: 1-800-662-HELP (4357)

Available 24/7, SAMHSA offers referrals to local treatment

facilities, support groups, and community-based

organizations.

NAMI (National Alliance on Mental Illness):

Provides free education and support for individuals and

families affected by mental health conditions.

Website: www.nami.org

Helpline: 1-800-950-NAMI (6264) (Available Monday–Friday,

10 am–10 pm ET)

Crisis Text Line:

Free, confidential text support for those in crisis.

Text: HOME to 741741

Available 24/7.

FINANCIAL ASSISTANCE RESOURCES

NIf you’re facing preforeclosure, there are resources available

to assist with financial hardship. Explore these options to find

potential support for housing, utilities, and more.

211 United Way:

Provides referrals to local organizations offering help with

food, housing, healthcare, and more.

Call: 211 or visit www.211.org for assistance.

HUD-Approved Housing Counseling Agencies:

The U.S. Department of Housing and Urban Development

(HUD) offers free or low-cost housing counseling.

Website: www.hud.gov/findacounselor

HThe Salvation Army:

Provides assistance for housing, food, and other essential

services.

Website: www.salvationarmyusa.org

Legal Aid:

Free or low-cost legal assistance for individuals dealing with foreclosure, tenant rights, and more.

Website: Visit LawHelp.org to find local resources and legal support.

 Section 5: Additional Resources 
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UNDERSTANDING

AND NAVIGATING

PREFORECLOSURE

Remember, You’re Not Alone
Facing preforeclosure can feel overwhelming, but

remember—you are not alone. By taking the time to
understand your options, you’re already taking a

powerful step toward a better outcome. Knowledge
is truly empowering, and there are people and

resources available to support you through this
process.

Whether you need guidance, resources, or just
someone to listen, help is out there. Reach out,

explore your options, and trust that you can
navigate this challenge with resilience. Keep

moving forward—you have the strength and the
tools to create a brighter future.

Mike and Partners are here to empower you

scan for contact information

© 2024 MIKE AND PARTNERS. THIS BOOKLET WAS CREATED TO ASSIST HOMEOWNERS IN FINANCIAL HARDSHIP.


