


Option #1: Foreclosure

After a payment is missed the bank issues a N.O.D.
(Notice of Default).

Once a N.O.D. 1s filed the property enters into a 90 day
period wherein the owner may reinstate the loan.
Reinstatement requires that all back payments, late fees,
legal fees, reinstatement fees and any other
miscellaneous fees be paid prior to reinstatement of the
loan.

Without reinstatement the property will go into the
Publication Period at the end of the 90 day Reinstatement
Period.

Publication Period i1s 21 days. During this time the
lender will publish, usually in the largest newspaper in
the county, the owners name, the property address and
the probable auction date and location. Reinstatement 1s
no longer possible. If loan 1s not fully repaid prior to the
end of the 21 day Publication Period the property will be
sold at auction.

Foreclosure action will lead to tax consequences for the
owner and a major blemish on their credit record.









Potential Tax Issues With Foreclosure or Short/Asdame

$500,000 property value with $525,000 still
owed to lender.

Foreclosure

$25,000 potential 1099 Misc Income Plus any misoelous fees like
commissions or rehabilitation costs that lendertrpayg to sale

property.

Assume 28% Federal tax bracket and 8% State takdétrawner could
be liable for up to an additional $9,000 or mor¢aixes for the
forgiveness of debt.

This amount of tax could be eliminated if the gedleclares bankruptcy
which has become much more difficult in recent 8me

Short Sale
$60,000 potential 1099 Misc Income from the sad snorted the lender
$25,000 plus the real estate commission the aganted.

Assume 28% Federal tax bracket and 8% State takdétrawner could be
liable for up to an additional $21,600 or moreards for the forgiveness
of debt.

Short Sale most frequently leads to a higher thtHan foreclosure.

This amount of tax could be eliminated if the gedleclares bankruptcy
which has become much more difficult in recent 8me
















































