Home Preservation

Planning Ahead to Avoid Losing
Your Home
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Presentation Notes
Are you beginning to fall behind on your mortgage payments?  Each month you seem to be making the payments later and later and soon you are a month behind, maybe two months.  

If this is the case, then you need to take action immediately!  Don’t be an ostrich and stick your head in the sand.  Do something now!


What happens when you miss a
house payment?

On the 16™ day of the month your house
payment is late

You are a month late on the 1%t day of the
following month

Foreclosure proceedings can begin when
your payments fall 90 days behind
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You can’t predict the future and it is possible that you will reach a point in your life when you don’t make your house payment on time. So, what happens when you miss that first payment?  

If your payment is due on the 1st of the month then it is late if you haven’t paid it by the 16th of the month.  Collection letters and calls can begin anytime after you miss that first payment.  When you miss 3 payments and are 90 days behind, the foreclosure proceedings begin.  You will most likely receive a letter and/or call from an attorney.  In most instances the mortgage servicer will work with you to see if there is a way for you to bring your mortgage current.  If this doesn’t work out then foreclosure proceedings will begin.  

The most important thing you can do is talk to your mortgage servicer.

DEFINITIONS:  
Mortgage Servicer: Lender who collects your monthly house payments.





What is a Foreclosure?

Proceeding that occurs when a property is sold to
satisfy an unpaid debt.

Generally a home mortgage, but may be for taxes,
mechanics liens, condo fees, home repairs or home equity
loan
In Georgia foreclosure sales occur on the first
Tuesday in every month on the county courthouse

steps.
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You don’t ever want to receive a foreclosure notice.  It is best to work with the mortgage servicer in the first 90 days of delinquency to bring your mortgage current or try to sell the house.  

In Georgia you could lose your home if you are 3-4 months behind on your mortgage payments.



Early Warning Signs

Life Changes
Decrease in income (loss of job; wage reduction)
Major illness or injury
Marital problems
Death of spouse or other family member

Financial Issues
Increase in house payment (interest rate rises)
Maxing out credit cards
Using credit for daily expenses
Unable to pay bills on time
Paying only the minimum credit card payments
Rolling credit card balances from one card to another



Presenter
Presentation Notes
Generally you can see yourself getting into trouble.  The problem begins when you start making your house payments later and later.  This is an indication that something is wrong and needs immediate attention.  Usually it is a combination of things that fall into two broad categories – life changes or financial issues.

Unexpected changes in your life can contribute to financial problems and could ultimately result in foreclosure and the loss of your home. These changes are often unavoidable, but must be dealt with.  

These days there are many financial issues facing individuals and families.  The interest rate on your home loan may go from 6 percent to 9 percent, increasing your monthly house payment from $900 to $1200.  You may be able to make the larger payment for a few months, but eventually you will start juggling your money to make ends meet.    You may be facing rising food and gas prices that are stretching your already tight budget past it’s breaking point.  



Preserving Home Ownership

Do
Talk to the lender

Open letters and
notices from the lender

Beware of anything
that sounds too good
to be true

Consider your options

Be realistic about your
situation

Don’t
Ignore the problem
Sign anything you don'’t
understand

Move out of your house
and ignore the lender

Let anyone assume your
loan without you first
being formally released
from liability
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What can you do to preserve your home?  

If you are already receiving notices and calls from your lender, you should talk to them.  Ignoring the problem will not make it go away. Don’t let yourself get so overwhelmed that you want to just move out of your house and run from the lender.  Your best option is to talk to the mortgage servicer and try to work out a repayment plan or sell your house.  

Beware of scams!  If someone leaves a flier on your door or staples a notice to the utility pole saying they can help you for only $1,000 down…..DON’T believe them!  Anything that sounds too good to be true is almost always a scam.  There are always people in the world who like to take advantage of those in tough situations.  Don’t fall victim to their scams!


Steps to Avolid Losing Your
Home to Foreclosure

Acknowledge that there is a problem
Identify the problem
Evaluate your options

Take Action
Prioritize & reduce your expenses
Evaluate your income
Seek help
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There are 4 steps you can take to help keep you and your family in your home.  

First, you have to admit that a problem exists.  After you have admitted to yourself and your family that there is a problem, you need to identify the cause and evaluate your options.  Be realistic in your evaluation.  We can’t always have what we want.  Finally, develop a plan of action and get started on it.

Let’s go through each of these steps in greater detail.



Step 1: Acknowledge that
there Is a problem

Communicate with your lender
Answer the phone
Read your mail

Contact your lender when you can’t make
your full mortgage payment

Be polite



Presenter
Presentation Notes
Reading your mail and talking with the lender are important first steps.  You need to keep the lines of communication open.  The mortgage servicer may not always be the nicest person to talk with on the phone, but remember they are doing their job of collecting payments.  You are behind and they want you to pay.  Don’t raise your voice.  Be polite and diplomatic even when they are not.

DEFINITIONS:  
Mortgage Servicer: Lender who collects your monthly house payments.


Step 2: ldentify the Problem

Change in income
Job loss or loss of overtime
Rising Prices
Gas, Food, Heating fuel, etc.
Mortgage payment (interest rate, taxes, insurance)
Change in family status
Divorce, Separation, Death
Increase in debt

Medical Bills, Credit cards, etc.
Poor money management
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It is important to figure out what caused the problem so you can address that issue.  You may not be able to fix the problem, but at least you know what happened and can explain it to the lender. Some problems, like a short-term layoff, are temporary and you will be able to bring your mortgage current in a few months.  Other problems, like the death or disability of the primary wage earner may result in a permanent decrease in your income.                 


Step 3: Evaluate your Options

Do you have BOTH the willingness and
ability to maintain your housing situation?

Willingness
Desire to remain in your home
Ability

Financial resources
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Now, you need to evaluate your options.  Ask yourself two very important questions. First, do you have the willingness to do whatever you can to stay in your home?  Secondly, assuming you are willing, then do you have the resources and ability to bring your mortgage current and maintain on-time house payments.

You need both the willingness and ability to make a good repayment plan work.  No matter how willing you are, if you don’t have the financial resources to make your house payment, you probably need to sell your house.


Step 4: Take Action

Prioritize your budget
Reduce your expenses
Evaluate your income
Seek help
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Knowing what you earn and how much you spend are critical.  You need to take a complete look at your current financial situation and evaluate your expenses and income.  

QUESTION:  How many of you have a budget that you use regularly? 
If you have never had a budget, then you need to start off by tracking your expenses.  After that you can evaluate your spending habits and develop a workable budget or spending plan.  If you are already behind on your house payments, then you need to develop a priority budget.

ACTIVITY:  Hand out the Priority Budget sheet and ask participants to identify each item as a priority or not.   Discuss the results and then show the following slide on priorities. 



Prioritize Your Budget

First Priorities

Housing (mortgage and equity line of credit)
Food
Prescriptions or required medications
Second Priorities
Utilities (gas, electricity, propane, water)
Transportation (auto loan, gasoline, maintenance)
Insurance (home and auto)
Third Priorities
Credit card payments

Loans and finance companies
Medical bills
Personal loans
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Your priority budget ranks your expenses in order of importance.  
Food & shelter are always your top priority when paying bills with limited resources.  No matter which bill collector calls the most or screams the loudest, pay your mortgage first!  (For some people prescription drugs will be high on the priority list.)  
Second priorities: After you have paid for your food and shelter, you need transportation to get to work. If possible, use public transportation or car pool.  Insurance is one area where people tend to cut.  If you are still paying for your house and car then you are required to carry insurance. Check with your lender to see how much coverage is required.  Utilities in your home are necessary and it will cost you more to get them turned back on than if you will just keep the payments current.
Third Priorities: Farther down on the list are your debtors.  You have a legal obligation to pay these bills, but in a financial crisis they can be set aside for a brief time while you maintain your shelter and feed your family.



Reduce Your Expenses

Heating & Cooling
Summer: set thermostat at 78
Winter: set thermostat at 68

Water Heater — Set at 120 degrees
Turn off everything when not in use
Shop for Insurance

Reduce Telephone Services
Do you need all of your phones?

Cancel “extras” (call waiting; caller ID; call forwarding;
long distance; 3-way calling; text messaging)
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Now you know what your priorities should be, think about how you can reduce your expenses before you miss a house payment.      
Heating & Cooling:  You can start by adjusting the inside temperature. You can save about 3% of your cooling costs for every degree you raise or lower the thermostat.  Turn the heat down (or AC up) when you leave for the day. 
Water Heater:  Lowering the temperature of your water heater from 140 to 120 will save you around $10 a month.
Turn it off:  Turn off the lights, TV, radio and computer when you leave the room.  Turn things off at the surge protector to avoid “vampire power”  (See UGA energy publications for more information on saving energy.)
Insurance: You may be paying too much for home and auto insurance.  This is a great time to shop around. Don’t cancel your coverage!  Instead, look for ways to reduce your monthly costs.
Phones: Do you really use all of the whistles and bells on your phone?  Most people can easily eliminate many of the services that come with cell phones, PDAs and land lines. Many times it is cheaper when you DON’T bundle your phone, internet and TV services together.


More Ways to Reduce Your Expenses

Eliminate or downgrade cable or satellite

Use the library instead of buying DVDs, CDs & books
Cancel credit cards with annual fees

Buy used products

Buy only what you NEED

Write down every dime you spend

Stay home, you will spend less
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Often times, just changing some of your current practices will save hundreds of dollars.
TV:  If you are paying for HBO and Showtime, ask yourself if you would be better served to rent movies.  If you are about to lose your home, you don’t need to be paying $60+ for cable.
Use the Library: Cancel that online movie subscription service and stop going to the local store to rent movies or buy books.  Start going to the library where things are free!
Credit cards: Cancel all credit cards that charge annual fees and stop using your credit cards. When using credit, people often lose track of how much they are spending.  
Buy only what you need and purchase gently used products.  If you write down every dime you spend you will become more aware of your spending habits.  Try staying home (and off the Internet) where you can’t buy “stuff.”


Reduce Expenses: Change Your Habits

Estimated Savings

Give up designer coffee $520 * ($2/cup)
Quit smoking $1,657 ** ($4.54/pack)
Don't drink alcohol $1,095 ** ($3/drink)
No bottled water $365 ** ($1/bottle)
Boycott vending machines $260 * ($1/snack)
Stop eating out $2,080 *  ($8/lunch)
Manicures $1,040 ($20/week)

* Based on 260 work days

** Based on 365 days
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Finally, what about changing some of your habits.
Coffee: If you drink designer coffee, give it up. If you bought coffee only on the weekdays, then you will spend about $520 on coffee (260 weekdays x $2). At a minimum you should start brewing coffee at home.
Cigarettes: The Campaign for Tobacco-Free Kids reports that the average price for a pack of cigarettes in the United States is $4.54. Pack-a-day smokers fork out $1,657 a year. If you are a weekend smoker, your pack a week habit adds up to about $4 x 52 weeks = $236.  You will also save on insurance rates, dry cleaning and visits to the dentist for teeth cleaning.
Alcohol: Drink prices vary based on location. Assume $3 per beer and about twice that for mixed drinks and wine.  If you have one beer a day, over a year that is $1,095 ($3 x 365 days). That's not chump change. This may be a time in your life when you want to drink, but it is an expensive habit. Just say no!
Bottled Water: If you buy one bottle a day @ $1 you will spend $365 over a year.
Vending Machines: If you buy one candy bar or soda a day over 260 weekdays you will spend $260 or more.
Eating out: If you spend $8 each day for lunch and you eat out every work day, you will spend $2,080 for lunch each year. Use your stove, oven and microwave and start cooking at home.  Take your leftovers to work for lunch.    
Manicures: One manicure a week at an average cost of $20 will run you $1,040 a year.

If you could reduce all of these habits, you would save a total of $7,017 or close to $20 per day!





Can you Increase your income?

Change or add a job Think outside the box
Increase work hours Deliver papers
Get a better paying job Offer fix-it services
Take a part-time job Pet sit or House sit
Tutor

Rent a room in your home

Focus on what you do best

Consult
Translate
Set up a home-based business



Presenter
Presentation Notes
Do you know how much you bring home each month?  Increasing your income is seldom an easy solution.  Given other responsibilities, this may not be an option.  However, a second job may be a possibility for someone in your family.  Or perhaps you are under-employed and should consider looking for a job that fits your skill level.  

Think outside the box.  Do you have special skills that you could market?  Or maybe you could rent a room in your home to a student.



More Ways to Increase Your Income

Quick fix — Sell something
Hold a Gigantic Garage Sale

Sell some of your “stuff” at a Flea market or
Consignment store

Sell one of your “collections”
Sell items online (e.g. ebay, craigslist)

Betsy®
BAKED G99D3S
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Sometimes a quick fix is all you need to solve a short-term problem or purchase clothing for a job interview. Almost all of us have lots of extra  “stuff” that we could part with.  Consider a garage sale or selling items through a consignment store, flea market or online auction site. 

Maybe you have a collection of comic books, stamps or baseball cards that could bring in a small “fortune.”






Seek Help

Talk to a HUD approved housing counseling
agency

Ask for help in developing an action plan to
bring your mortgage current

Talk with the lender

Deal honestly - don’t make promises you
know you cannot keep
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Focus on your overall objective of providing shelter for your family. You can’t predict the future and it is possible that you will encounter financial difficulties.  To help prepare yourself for the unknown, it is a good idea to make sure you have a working spending plan and you have enough in your savings to cover your living expenses for at least 3 months.  

If you fall behind on your bills or miss a house payment, seek assistance from a HUD approved housing counseling agency.  Someone will help you evaluate your budget and see where you can reduce expenses.  They can work with you and your mortgage lender to help resolve the delinquency.  

Definition - Delinquent Payment:  A mortgage payment that is not paid on the day it is due.

 


Other Resources

Unemployment Benefits
Food stamps & food banks
Medicaid

LIHEAP (Low Income Home Energy
Assistance Program)

Community organizations
Faith-based groups
Local government
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Look around your community to see what resources are available.  There are many different services; however, most have limited resources and are based on financial need.



If you need additional help
contact:

U.S. Dept. of Housing & Urban Development (HUD)
http://www.hud.gov/
(800) 225 — 5342

HUD-approved Housing Counseling Agency
UGA Cooperative Extension (not all offices)

HOPE NOW
http://www.hopenow.com/
(888) 995 - HOPE
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HUD: The majority of loans in default were not federally insured loans, but HUD has developed programs to help those at risk of losing their homes. Check out the FHASecure and the new program – HOPE for Homeowners that began October 1, 2008.  More information is available on the HUD website. 
 
HOPE NOW: An alliance between counselors, servicers, investors, and other mortgage market participants. Members work together to provide training and counseling for homeowners in crisis.



Be Realistic

You will have to make sacrifices If
you want to save your home
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Most importantly, be realistic.  If you are experiencing problems making your house payments then you will have to make some sacrifices to keep your home. It will take hard work on the part of you and your family.
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