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Selling 

Appraisals & Market Value 

How do you determine how much a home is worth? 

Are there standard ways to determine how much a home is worth? 

What is the difference between list price and sales price? 

What about appraised value and market value? 

Disclosure 

Do I have to disclose information about my home? 

What kinds of things are considered material facts? 

Are agents responsible for disclosing material facts? 

Financing 

What is a bridge loan? 

What is seller financing? 

What are the benefits of seller financing? 

How does the seller determine what rate to provide? 

Foreclosures 

If faced with foreclosure, what are my options? 

What types of foreclosures are there? 

Can a home be sold for less than its mortgage? 

How long do bankruptcies and foreclosure stay on a credit report? 
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Getting Started 

When is the best time to sell a home? 

What should I do to prepare my home for sale? 

What else should I know? 

Should I sell my home first or wait until I have bought another home? 

Are there tips for selling a vacant home? 

How can I get a quick sale, particularly in a slow market? 

What are some costs associated with selling my home? 

What are some costs associated with buying a new home? 

Do I need an attorney to sell a home? 

Lease Options 

What is a lease option? 

How does a lease option work? 

Negotiating 

Any advice on negotiating? 

How do I respond to a low-ball offer? 

Do I have to consider contingencies made by the buyer? 

Can the seller also include contingencies in a contract? 

Tax Matters 

How do capital gains work when you sell your home? 
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Working with a REALTOR® 

How do I find the right agent for me? 

What questions should I ask an agent interested in selling my home? 

What is the most common type of contract for listing properties? 

What if I am not happy with the listing agent and want to terminate the contract? 

Do I really need an agent? 

Is the commission negotiable? 

When is the best time to sell a home? 

The best time to sell is when you are ready, or when you must. That is, when you have outgrown the 

space in your current home, or you prefer to trade down to something smaller. Perhaps your martial 

status has changed, which necessitates a move, or you need to relocate for a job. 

Market conditions also play a role, as do seasonal conditions. For example, your chances of getting top 

dollar for your home are more likely in a seller's market, when demand outweighs supply, than in a 

buyer's market. Local and national economic factors also may dictate when to sell. If a major employer 

in your area is laying off workers, it may not be a good time to put your home up for sale. People will be 

cautious about buying when the future seems so unpredictable or bleak. 

Most agents agree the best time to sell is in the spring. This is when the largest number of potential 

buyers hit the market. Your home is likely to sell faster and at a higher price, although sales begin to pick 

up as early as February and start to slack off in July, the slowest month for real estate transactions. 

What should I do to prepare my home for sale? 

Start by finding out its worth. Contact a REALTOR® for a comparative market analysis, an informal 

estimate of value based on the recent selling price of similar neighborhood properties. Or get a certified 

appraiser to provide an appraisal. 

Next, get busy working on the home's appearance. You want to make sure it is in the best condition 

possible for showing to prospective buyers so that you can get top dollar. This means fixing or sprucing 

up any trouble spots that could deter a buyer, such as squeaky doors, a leaky roof, dirty carpet and 

walls, and broken windows. 



 

 

The "curb appeal" of your home is extremely important. In fact, it is the first impression that buyers  
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form of your property as they drive or walk up. So make sure the lawn is pristine - the grass cut, debris 

removed, garden beds free of weeds, and hedges trimmed. 

The trick is not to overspend on pre-sale repairs and fix-ups, especially if there are few homes on the 

market but many buyers competing for them. On the other hand, making such repairs may be the only 

way to sell your home in a down market. 

What else should I know? 

Once your home is available to be shown strive to keep it in tip-top shape. This will require a lot of effort 

on your part, but you want buyers to feel welcomed and not turned off by unmade beds, cluttered 

floors, and grungy bathrooms. 

Realize, too, that your life will be temporarily inconvenienced. When an agent - yours as well as others - 

calls wishing to bring a buyer to see the home at the last minute or on the same day, respond favorably. 

Remember your goal is to get the home sold, and that can only be accomplished if people get to see it. 

Flexibility is the key to a quick sale. 

Plan not to be present when buyers pass through. It is awkward and unsettling for them to have the 

owners present. If you cannot leave, sit in the backyard. But do not attempt to have conversations with 

the buyer. Speak only when spoken to; be brief and polite. 

Finally, pay special attention to pets, particularly dogs. They can be intimidating. Put them on a leash 

and in the backyard. Better yet, when possible, take them with you. And be keen to pet odors. They can 

turn buyers away. 

Should I sell my home first or wait until I have bought another home? 

This is a tough decision, but the answer will depend on your personal situation, as well as the condition 

of the local housing market. If you put your home on the market first, you may have to scramble to find 

another one before settlement, which could cause you to buy a home that does not meet all your 

requirements. If you cannot find another home, you may need to move twice, temporarily staying with 

relatives or in a hotel. On the other hand, if you make an offer to buy first, you may be tempted to sell 

your existing home quickly, even at a lower price. 

The advantage of buying first is you can shop carefully for the right home and feel comfortable with your 

decision before putting the existing home on the market. 



 

 

On the flip side, the advantage of selling your existing home first is that it maximizes your negotiating 

position because you are under no pressure to sell quickly. It also eliminates the need to carry two  
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mortgages at once. Talk with your agent for advice. Some expert Realtors from VREG office: 778-866-

4654 or Voice/Text message: 604-770-0096 are offering a guaranteed sale program called   Discuss the 

pros and of each and whether certain contingencies written into the contract can ease some of the 

pressures. 

Are there tips for selling a vacant home? 

Yes. Once furniture is removed from the home, you will notice all kinds of imperfections you never paid 

attention to before - rips in the carpet, holes in the walls, and dinginess. In an empty house, everything 

stands out. What you see is what potential buyers will also see. So you may need to paint, tear up old 

carpet, and replace the kitchen floor. 

To get rid of the "empty house" feeling, leave a few pieces of furniture behind - simple things like a 

lamp, chairs, and a table will do. 

Pay special attention to maintenance. Someone will need to dust and vacuum, leaves will need to be 

raked, and the grass cut. 

In the winter, consider having the heating system shut down and drained to save money. But keep the 

electricity running because lights will be needed to show the house. 

Watch out for that musty smell, particularly during the summer months, that settles in from having the 

windows sealed and locked. And beware of pests such as mice, squirrels, ants and bats. 

How can I get a quick sale, particularly in a slow market? 

One of the most important things to consider is price. You may want to reduce the price of your home 

or, at the very beginning, set it at a low price that will generate more buyer interest. 

Cash is often an incentive, both for the buyer as well as the agent. You could offer the buyer a $1,000 to 

$2,000 decorating rebate upon closing the deal. It is also not uncommon to offer the selling agent a 

$500 bonus. However, some brokers - who supervise agents and run real estate offices - may prohibit 

such incentives, as do some Realtor boards. Check to find out. 



 

 

Other common incentives: paying for the property inspection and warranty policy and getting your 

home preliminarily approved for FHA and VA loans, thereby making it more attractive to a larger 

number of buyers. Contact a lender who writes FHA-insured and VA-guaranteed loans. 
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What are some costs associated with selling my home? 

Besides the costs related to making repairs and improving the overall appearance of the home, as the 

seller you will also need to pay the following: 

 A real estate commission, if you use an agency to sell. 

 Advertising costs, marketing materials, and other fees if you sell the home yourself. 

 Attorney, closing, or other professional fees. 

 Income and capital gain taxes, if investment, rental or commercial property. 

 Prorated costs for your share of annual expenses, such as property taxes, strata fees, and/or any 

special assessments.  

 Any other fees normally paid by sellers in your area, including points, survey, and appraisal fees. 

To get a better handle on all costs, ask a REALTOR®. Agents deal with this information daily and can give 

you a pretty good estimate of the closing costs you can expect to pay. 

What are some costs associated with buying a new home? 

Basically, the costs are no different from when you purchased your existing home. They include moving 

expenses, loan costs, the down payment, a home inspection, title work and policy, and paying for a new 

hazard insurance policy. Your lender can give you a disclosure of estimated costs when you apply to be 

pre-approved for a home loan. 

Do I need an attorney to sell a home? 

Although most sellers can handle routine real estate purchase contracts, some experts say it is a good 

idea to be represented by an attorney, particularly if you are selling on your own. You should choose 

one with expertise in real estate transactions. Before hiring someone discuss all the details of the 

transaction, including all legal costs you will incur. A good attorney will assist you in completing the deal 

swiftly and with confidence. 

How do I find the right agent for me? 



 

 

To begin with, think local. Select someone who is very familiar with your neighborhood and the 

properties for sale in it. Then, if you are selling, say, a condominium, choose an agent with expertise 

selling apartments to potential homeowners. 
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Because you will want the widest possible exposure for your home, you also will want a real estate firm 

that works with other agencies to get your property sold. The Multiple Listing Service (MLS) used by 

Realtors, licensed members of the National Association of Realtors, is still the most common and 

effective form of cooperation used today. 

Beyond these parameters, select an agent who is competent, efficient, and ethical. Perhaps the agent 

who first sold you your home would be a perfect candidate. If not, ask family, friends, and neighbors for 

recommendations, or choose a firm headed by an individual who is known in your community. 

What questions should I ask an agent interested in selling my home? 

Interview at least three local agents who sell homes in your community. Grill them about the following: 

 The worth of your home. The agents should inspect the home and prepare a written 

comparative market analysis. 

 Marketing plans. These are a must. Make sure they include regular newspaper ads, the local 

Multiple Listing Service (MLS) - which gives your home maximum exposure to all local agents - 

and Internet marketing through the agent's Web site. 

 Length of the listing agreement. A 90-day listing is reasonable for marketing your home. Experts 

advise against signing a listing for more than 90 days unless it contains an unconditional 

cancellation clause. If you like, you can always extend the contract later. 

 Number of listings. Find out how many listings the agent now has and how many she normally 

sells. Too many listings - more than a dozen - with a low sales rate, may not be a good sign. 

 Get references. Ask for the names and phone numbers of recent home sellers. Call them and ask 

if they were satisfied with the level of service delivered by the agent. 

What is the most common type of contract for listing properties? 

The exclusive right to sell. It gives the real estate broker the exclusive right to sell your home during the 

term of the listing. If a sale occurs - even if you sell the home yourself - the broker gets a commission. 

The broker may share the listing with other brokers on the Multiple Listing Service (MLS) to get the 



 

 

widest possible exposure for your home. If you request that the property not be listed on a multiple 

basis, only the broker named in the contract and his or her sales agents can market and show it. 
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What if I am not happy with the listing agent and want to terminate the contract? 

Experts say unhappiness is not a legal reason to terminate a valid home sale-listing contract. Legally, to 

cancel a listing, you must be able to prove the agent's lack of "due diligence." This means the agent isn't 

taking the normal steps to properly market your home, such as putting your listing into the Multiple 

Listing Service (MLS), advertising on the Internet and in local newspapers, and posting a for-sale sign on 

the property. 

If your home is overpriced, perhaps you need to consider reducing the price to spark buyer interest. 

Otherwise, you may need to meet with the listing agent and his or her supervising broker to discuss the 

problem. If the agent is doing an awful job, you might suggest the listing be transferred to a more 

effective agent within the same brokerage firm. 

Remember, limit the listing contract to 90 days, in case you become unhappy and would like to get 

another agent after the contract expires. 

Do I really need an agent? 

Most home sellers hire REALTOR®'s to list and sell their homes. Most of those who do not are known as 

For Sale By Owners, or FSBOs. They market and sell their homes themselves. 

However, a small number of people sell without marketing their homes. They include homeowners who 

transfer property to family members or landlords who directly offer tenants the first right to purchase 

property before they place it for sale on the market. 

In the end, most FSBOs eventually hire an agent because the agent will handle all the details of a 

successful home sale - including the contract, forms, and disclosure statements - and expose the home 

to the widest range of prospective buyers through the local Multiple Listing Service (MLS). 

Is the commission negotiable? 

Yes. There is no standard commission. They are not set by law and vary depending on service, customer 

needs, and company policy. In general, agents charge between 4 percent and 8 percent for full service. 

Some agents prefer not to offer sellers' the option of paying a fee for an individual service. If you insist 



 

 

on overpricing your home, an agent may well insist on a higher commission to cover the added 

marketing expenses and time that are needed to sell it. 

Think of a commission as a point you must negotiate and evaluate. 
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How do you determine how much a home is worth? 

The short answer: a home is ultimately worth what is paid for it. Everything else is really an estimate of 

value. Take, for example, a hot seller's market when demand for housing is high but the inventory of 

available homes for sale is low. During this time, homes can sell above and beyond the asking price as 

buyers bid up the price. The fair market value, or worth, is established when "a meeting of the minds" 

between you and the buyer takes place. 

Are there standard ways to determine how much a home is worth? 

Yes. A comparative market analysis and an appraisal are the two most common and reliable ways to 

determine a home's value. 

Your REALTOR® can provide a comparative market analysis, an informal estimate of value based on the 

recent selling price of similar neighborhood properties. Reviewing comparable homes that have sold 

within the past year along with the listing, or asking, price on current homes for sale should prevent you 

from overpricing your home or underestimating its value. 

A certified appraiser can provide an appraisal of a home. After visiting the home to check such things as 

the number of rooms, improvements, size and square footage, construction quality, and the condition of 

the neighborhood, the appraiser then reviews recent comparable sales to determine the estimated 

value of the home. 

You also can check recent sales in public records, through private firms, and on the Internet to help you 

determine a home's potential worth. 

What is the difference between list price and sales price? 

The list price is your advertised price, or asking price, for a home. It is a rough estimate of what you 

want to complete a home sale. A good way to determine if the list price is a fair one is to look at the 

sales prices of similar homes that have recently sold in the area. 

The sales price is the actual amount the home sells for. 
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What about appraised value and market value? 

A certified appraiser who is trained to provide the estimated value of a home determines its appraised 

value. The appraised value is based on comparable sales, the condition of the property, and several 

other factors. 

Market value is the price the house will bring at a given point in time, once you and the buyer establish a 

"meeting of the minds" on price. 

Do I have to disclose information about my home? 

Disclosure could protect you from a lawsuit. Today, home sellers in most states must now fill out a form 

disclosing material facts about their homes. Material facts are details about the home's condition or 

legal status, as well as the age of various components. 

If your state does not require a written disclosure, the real estate laws probably require sellers to 

disclose any known problems with the home they are selling. 

What kinds of things are considered material facts? 

The following examples include details that would qualify as material facts that must be revealed by 

sellers about their homes: 

 Damage from wood boring insects 

 Mold or mildew in the home 

 Leaks in the roof or foundation walls 

 Amount of property taxes paid annually 

 Problems with sewer or septic systems 

 Age of shingles and other roof components 

 A buried oil tank 

 Details about any individual who claims to have an interest in the property 



 

 

 Information about a structure on the property that overlaps an adjacent property 
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Some things are not material facts and do not have to be disclosed. They include personal information 

about the seller and the seller's reason for moving. 

Among those things that may or may not be material facts: whether a death took place in the home or 

whether a home is considered haunted. 

Are agents responsible for disclosing material facts? 

They can certainly be held accountable, particularly if they had prior knowledge of a material fact or 

should have known about it. 

For example, if the seller has to use pans to collect water after a heavy rain, it is the agent's 

responsibility to question the seller about the integrity of the roof, and then relay this information to 

potential buyers. However, if the seller duly hides a defect from the agent for which the agent had no 

prior knowledge, then the agent is not accountable. Experts say agents are not home inspectors, but 

they are expected to use their best judgement when something appears suspicious. 

Any advice on negotiating? 

Be patient, know your home's worth, adopt a positive attitude, and do not let emotions - anger, pride, 

greed, or prejudice - get in the way of negotiating the best deal. 

Your home obviously means a lot to you, but you have already made the decision to move on, so begin 

to think of your home as "the house" or "the condo," instead of "my home." 

When reasonable offers come along, take them seriously. You can always counter any offer made by the 

buyer that comes near your asking price. Do not spoil a good deal over a few hundred dollars. 

How do I respond to a low-ball offer? 

Let your agent know it is too low to warrant a counteroffer and that you are willing to negotiate but only 

once a more reasonable offer is made. Ask the agent if the buyer was shown comparable market values 

of similar homes that have recently sold in your area; and ask if the buyer was ever properly qualified. 

You do not have to settle for less if you are realistic about your chances of getting more. 

Do I have to consider contingencies made by the buyer? 



 

 

You can reject, accept, or counter any offer that is presented to you. Most offers include contingencies, 

which protect the buyer in case something goes wrong. 
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The two most common contingencies deal with financing, which makes the sale dependent on the 

buyer's ability to obtain a loan commitment from a lender within a stated time period, and an 

inspection, which allows the buyer to have a professional inspect the property to their satisfaction. 

There really is no reason not to consider these contingencies because they are quite reasonable and 

standard. 

However, think twice about a contingency that is predicated on you making expensive home repairs, 

such as a kitchen renovation. Now, if the roof is caving in, that is an entirely different story. You may 

need to spend money to replace it or lower the asking price of the home. 

Can the seller also include contingencies in a contract? 

Yes. For example, if you decide to sell your existing home first before buying another one, you can make 

the sale of your home contingent on finding a replacement home. Some sellers opt for this contingency 

to avoid a double move, such as moving to a hotel or rental until a new home is found and made 

available. However, there is one problem with this type of contingency: it can inconvenience the buyer, 

particularly if his own home is in escrow. He may not be willing to wait for you to move. 

This strategy has a better chance of working when the market is relatively strong, your home is a rare 

find, the price and terms of the transaction are very favorable for the buyer, or the buyer is in no hurry 

to move. 

What is a bridge loan? 

It is a short-term bank loan of the equity in the home you are selling. You may take out a bridge loan, or 

interim financing, to help with a knotty situation: closing on the home you are buying before you close 

on the property you are selling. This loan basically enables you to have a place to live after the closing on 

the old home. 

The key to a bridge loan is having a qualified buyer and a signed contract. Usually, the lender issuing the 

mortgage loan on the new home will write the interim financing as a personal note due at settlement on 

the property being sold. 

If, however, there is no buyer for the property you have up for sale, most lenders will place a lien on the 

property, thereby making that bridge loan a kind of second mortgage. 



 

 

Things to consider: interest rates are high, points are high, and there are costs and fees involved on 

bridge loans. It may be cheaper to borrow from your 401(K). Actually, any secured loan is acceptable to  
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lenders for the down payment. So if you have stocks or bonds or an insurance policy, you can borrow 

against them as well. 

What is seller financing? 

Also known as a purchase money mortgage, it is when the seller agrees to "lend" money to the buyer to 

purchase and close on the seller's home. Usually sellers do this when money is tight, interest rates are 

high or when a buyer has difficulty qualifying for a conventional loan or meeting the purchase price. 

Seller financing differs from a traditional loan because the seller does not actually give the buyer cash to 

complete the purchase, as does the lender. Instead, it involves issuing a credit against the purchase 

price of the home. The buyer executes a promissory note or trust deed in the seller's favor. The seller 

may take back a second note or finance the entire purchase if he owns the home free and clear. 

The buyer makes a sizeable down payment and agrees to pay the seller directly every month. 

What are the benefits of seller financing? 

Seller financing is a viable option when the seller does not immediately need the entire cash equity they 

have accumulated in the home. In return for providing financial assistance to the buyer, the seller 

receives tax benefits, attracts a larger pool of potential buyers, generally completes the sale sooner, and 

gets good interest earnings. 

As for the buyer, seller financing offers less rigid qualification requirements and cost savings by 

eliminating nearly all loan fees. 

Fear of default often makes many sellers reluctant to take back a second note or finance the entire 

purchase. A thorough credit check should help to dispel many of these fears, although the mortgage also 

allows the seller to foreclose on the property in case of default. 

A seller may also require the buyer to carry hazard insurance on the property and include a due-on-sale 

clause, a provision in the mortgage note that allows the seller to demand full repayment if the borrower 

sells the property. Other financing, disclosure and repayment-term requirements also will need to be 

met. 

It is a good idea to consult an attorney when putting together this kind of transaction. 



 

 

 

 

 

Office: 778-866-4654 ; Text/SMS/Voice: 604-770-0096 ; Direct: 604-202-1412 

 

How does the seller determine what rate to provide? 

The interest rate on a purchase money note is negotiable, as are the other terms in a seller-financed 

transaction. To get an idea about what to charge, sellers can check with a lender or mortgage broker to 

determine current rates on mortgage loans, including second mortgages. 

Because sellers, unlike conventional lenders, do not charge loan fees or points, seller-financed costs are 

generally less than those associated with conventional home loans. Interest rates are generally 

influenced by current Treasury bill and certificate of deposit rates. 

Understandably, most sellers are not open to making a loan for a lower return than could be invested at 

a more profitable rate of return elsewhere. So the interest rates they charge may be higher than those 

on conventional loans, and the length of the loan shorter, anywhere from five to 15 years. 

What is a lease option? 

It is an agreement between a renter and a landlord in which the renter signs a lease with an option to 

purchase the property. The option only binds the seller; the tenant has a choice to make a purchase or 

not. 

Lease options are common among buyers who would like to own a home but do not have enough 

money for the down payment and closing costs. A lease option may also be attractive to tenants who 

are working to improve bad credit before approaching a lender for a home loan. 

A lease option also may be a way for the seller to move property in a slow market. Seller advantages 

include earning above-market rent, retaining all the property income tax deductions during the lease-

option period, and attracting tenants who will care for the property as though they owed it. 

How does a lease option work? 

A landlord agrees to give a renter an exclusive option to purchase the property. The option price is 

usually determined at the outset, but not always, and the agreement states when the purchase should 

take place - whether, say, six months, or a year or two down the road. 



 

 

A portion of the rent is used to make the future down payment. Most lenders will accept the down 

payment if the rental payments exceed the market rent and a valid lease-purchase agreement is in 

effect. 
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Before you opt to do a lease option, find out as much as possible about how they work. Talk to 

REALTOR®s, read published materials, and, in the end, have an attorney review any paperwork before 

you and the tenant sign on the dotted line. 

How do capital gains work when you sell your home? 

In Canada, If you sell your primary residence, you don’t have to pay taxes on your capital gains from the 

sale. 

For more accurate information contact an experienced tax accountant. 

What if you have more than one home? 

For more than one home, you can exclude the gain only from the sale of your main residence. You must 

pay tax on the gain from selling any other home. If you have two homes and live in both of them, your 

main home is usually the one you live in most often. 

For more accurate information contact an experienced tax accountant. 

Can I deduct a loss on the sale of my home? 

Most likely no. A loss from the sale of personal-use property, such as a home or car, is not deductible. 

They are considered non-deductible personal losses, and you cannot reduce your tax bill by deducting 

them the way you would deduct stock and investment losses on your tax returns. For more accurate 

information contact an experienced tax accountant. 

Are home selling costs deductible? 

If you sell your home and realize a taxable gain even after the exclusion, you can reduce your gain with 

selling costs. 

Your gain is defined as your home's selling price, minus deductible closing costs, minus your basis. The 

basis is the original purchase price of the home, plus improvements, less any depreciation. 



 

 

Real estate broker's commissions, title insurance, legal fees, administrative costs, and inspection fees 

are all considered to be selling costs. 

For more accurate information contact an experienced tax accountant. 
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Can I deduct improvements made to my home? 

Yes, but only for the proportion of the business use of your home. After you have sold it because 

improvements add to the basis of your home. Remember your gain is defined as your home's selling 

price, minus deductible closing costs, minus your basis. The basis is the original purchase price of the 

home, plus improvements, less any depreciation. 

The CRA defines improvements as those items that "add to the value of your home, prolong its useful 

life, or adapt it to new uses" - such as putting in new plumbing or wiring or adding another bathroom. 

For more accurate information contact an experienced tax accountant. 

What about repairs made to get the home ready for sale? 

If you realize a taxable gain after you sell your home, even with an exclusion, you can reduce your gain 

with selling costs. These selling costs may include items that are otherwise considered to be repairs - 

such as painting, wallpapering, even planting flowers - if you complete them within 90 days of your 

home sale and provided they were completed to make the home more saleable. 

For more accurate information contact an experienced tax accountant. 

Are seller-paid points deductible? 

Applicable only for USA. For the buyer, yes, but not the seller - even though the seller pays them. Since 

January 1, 1991, homebuyers have been able to deduct points paid by the seller whereas, previously, 

they could only deduct the actual points they paid on the home loans themselves. 

If faced with foreclosure, what are my options? 

Talk with your lender immediately. The lender may be able to arrange a repayment plan or the 

temporary reduction or suspension of your payment, particularly if your income has dropped 

substantially or expenses have shot up beyond your control. You also may be able to refinance the debt  

 



 

 

 

Office: 778-866-4654 ; Text/SMS/Voice: 604-770-0096 ; Direct: 604-202-1412 

 

or extend the term of your mortgage loan. In almost every case, you will likely be able to work out some 

kind of deal that will avert foreclosure. 

If you have mortgage insurance, the insurer may also be interested in helping you. The company can 

temporarily pay the mortgage until you get back on your feet and are able to repay their "loan." 

If your money problems are long term, the lender may suggest that you sell the property, which will 

allow you to avoid foreclosure and protect your credit record. 

As a last resort, you could consider a deed-in-lieu of foreclosure. This is where you voluntarily "give 

back" your property to the lender. While this will not save your house, it is not as damaging to your 

credit rating as a foreclosure. Exhaust all other viable options before making a decision. 

What types of foreclosures are there? 

There are two types - judicial and non-judicial. A foreclosure that results from a court action is a judicial 

foreclosure. The mortgage deed or trust does not have a power of sale clause, therefore the lender, 

trustee or another lienholder must take the borrower to court to recover the unpaid balance of a 

delinquent debt. By contrast, a non-judicial foreclosure is one in which a foreclosure can be completed 

outside the court system. Real property can be sold under a power of sale in a mortgage deed or trust 

that is in default, but the lender is unable to obtain a deficiency judgment. 

Can a home be sold for less than its mortgage? 

Sometimes. But it is a complicated process and a lot will depend on the lender. 

This process is called a "short sale," which occurs when a lender agrees to write off the portion of a 

mortgage that's higher than the value of a home. But, usually, a buyer must be willing to purchase the 

property first. A short sale may be more complicated if the loan has been sold in the secondary market. 

Then the lender will need permission from Freddie Mac or Fannie Mae, the two major secondary-market 

players. 

If the loan was a low down payment mortgage with private mortgage insurance, the lender also will 

need to involve the mortgage insurance company that insured the low down payment loan. 

The short sale can keep the homeowner from landing in bankruptcy or foreclosure. But it is not an easy 

procedure to approve, and it involves as much, if not more, paperwork than an original mortgage 

application. Instead of proving your credit worthiness and financial stability, you must prove you are 



 

 

broke. And any remaining difference between your home's value and the balance on your mortgage is 

considered a forgiveness of debt, which usually means it is taxable income. 

How long do bankruptcies and foreclosure stay on a credit report? 

They can remain on your credit record for seven to 10 years. 

However, a borrower who has worked hard to re-establish good credit may be shown some leniency by 

the lender. And the circumstances surrounding the bankruptcy may also influence a lender's decision. 

For example, if you went bankrupt because you were laid off from your job, the lender may be more 

sympathetic. If, however, you went through bankruptcy because you overextended personal credit lines 

and lived beyond your means, it is unlikely the lender will readily give you a break. 

 


