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INTRODUCTION & OVERVIEW 
 
Not since the Great Depression has an economic downturn and the accompanying 
foreclosure crisis left so many lives in ruins. How can individuals and families find the 
resources and support they need to put their lives back in order? This resource guide 
provides a practical, adaptable framework for discussing and addressing the range of issues 
that individuals or families may face during or after foreclosure. As such, this guide is 
intended to be used as a tool for identifying local resources and understanding how to 
access them. 
 
In an effort to build awareness of this guide and encourage its use, the Federal Reserve 
Community Affairs staff offers training to local community partners. The target audience 
for this training is primarily counselors, community development practitioners and other 
stakeholders who assist homeowners facing foreclosure or anyone who may require 
assistance to recover from a financial setback. 
 
Given regional and local variations in policy and potential inconsistencies in the 
availability of resources, this guide is probably most beneficial for group training and/or 
personal counseling. Practitioners are encouraged to customize and adapt each section to 
local conditions and resources. For example, a local contacts directory maybe a helpful 
tool. Refer to Appendix C for a sample format. 
 
Practitioners are also encouraged to present the sections in the order they deem most 
appropriate for their clients. There is some overlap among a number of the topics as many 
of them are interrelated. The guide will be available online and can be downloaded in 
sections or in its entirety. 
 
This foreclosure recovery guide was produced by the Community Affairs division of the 
Federal Reserve Bank of Atlanta and the Community Development department of the 
Federal Reserve Bank of San Francisco. A special note of thanks goes to each of the 
project team members for their diligent research, writing, and editing efforts.  
 
 
This resource guide does not constitute legal advice and readers who are considering 
foreclosure or its alternatives should contact an attorney or seek the assistance of the local 
legal aid office or a housing counseling agency to understand their rights and 
responsibilities.  
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MANAGING FORECLOSURE AND OPTIONS FOR A GRACEFUL EXIT 

 
 
Managing foreclosure is a process of giving up the home with the least amount of 
disruption and damage to the homeowner’s life. We will refer to this process as a 
graceful exit. The graceful exit includes two primary considerations: how the lender 
will regain ownership to the property and how the homeowner will move forward from 
this experience. When foreclosure is unavoidable, there are several options for 
relinquishing ownership of the property. 
 
 
Relinquishing ownership of the property 
The two most common methods of relinquishing ownership of the property to avoid a 
foreclosure are a deed-in-lieu or a short sale payoff. A deed-in-lieu is an action taken 
by a borrower and approved by the loan servicer to deed the property to the mortgage 
lender instead of waiting for the forced foreclosure sale of the property. A short sale 
payoff is a workout arrangement in which the lender accepts all of the proceeds of the 
sale but less than the full loan balance in a quick sale of the property by the borrower to 
a home purchaser. 
 
A homeowner should begin negotiating with the lender about these options as soon as 
he/she realizes that he/she will not be able to remain in the home. Often, a housing 
counselor can help a homeowner decide more quickly when it is time to make a 
graceful exit. The counselor can also advise whether the legal protections available 
under foreclosure outweigh the alternatives.  
 
Additionally, a deed-in-lieu of foreclosure or a short sale may have a less damaging 
impact on the homeowner’s credit report. And while negotiating these options may 
take the same amount of time and effort as a foreclosure, the homeowner may feel 
more in control of the process and have more time to prepare for a transition. In any 
event, a homeowner should not vacate the property until it has been legally transferred 
to the lender/investor/servicer. 
 
Short Sale Payoff  
Depending on the state foreclosure laws, a homeowner may be liable to the lender for 
the difference between the mortgage balance and the sale price of the home. It is 
important the homeowner clarify this during the short sale negotiation with the 
servicer. 
 
Deed-in-Lieu or “Cash for Keys” 
As a condition of a deed-in-lieu, the servicer may offer a “cash for keys” option. When 
this option is offered, it is initiated by the servicer as a monetary incentive for the 
homeowner to vacate the property earlier and leave it in good condition. However, this 
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option is often not readily available, especially if the homeowner has been living in the 
property without making any payments. 
 
Fannie Mae is offering some homeowners the option of staying in the property on a 
market-rate lease once the property has been transferred via a deed-in-lieu. The 
program known as Deed for Lease™ allows qualifying borrowers up to a 12 month 
lease in conjunction with a deed-in-lieu. Tenants living as renters in investment 
properties may also be eligible to stay if the borrower works cooperatively with the 
servicer to facilitate contact with the tenant. 
 
Through the loan servicer, the U.S. Department of Housing and Urban Development 
under its Federal Housing Administration (FHA) and the Veterans Administration 
(VA) offer “Cash for Keys” on FHA or VA loans. Some loan servicers work with 
third-party contractors to offer the program. The homeowner should always contact the 
loan servicer to verify that an organization offering cash for keys is affiliated with the 
lender. The homeowner should never turn over his/her keys without a written contract 
from the loan servicer.  
 
It is important to note that there are potential income tax ramifications of foreclosure, 
requiring that affected homeowners seek the help of a tax professional to determine the 
exact impact and whether debt relief is available. The Mortgage Debt Relief Act of 
2007 generally allows taxpayers to exclude up to $2 million as income from the 
discharge of debt on their principal residence in connection with a foreclosure or 
mortgage restructuring.1

 
Bankruptcy 
Bankruptcy is another option for homeowners to consider. A homeowner should 
contact a bankruptcy attorney to discuss how filing may relieve financial stress. 
 
 
Renters’ Rights 
A tenant may not always be aware that the home he/she is occupying is at risk of 
foreclosure. The website www.rentalforeclosure.com allows tenants to find out if a 
property is in default and/or at risk of foreclosure. While foreclosure laws differ from 
state to state, a lease between the tenant and the original owner or landlord still applies 
during foreclosure proceedings. Therefore, when a mortgage goes into default, the 
landlord still has the right to collect rent until the property is sold at the trustee sale.  
 
Once the landlord’s mortgage loan has been foreclosed, the tenant is obligated to pay 
rent to the new owner of record, which in many cases is the lender. It is important that 
the tenant seek legal advice on how to protect his or her rights before withholding rent. 
If the lease was signed prior to the foreclosure filing and has not yet expired, the tenant 

                                            
1 http://www.irs.gov/individuals/article/0,,id=179414,00.html 
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may be able to continue renting until the end of the lease period. However, if there is a 
new owner other than the lender, the tenant may be required to move. In this case, the 
new owner must give the tenant 90-days’ notice to vacate the property. For more 
information about protections for tenants in foreclosed properties visit the National 
Low Income Housing Coalition (www.nlihc.org). 
 
If the rental property is not sold at foreclosure sale, the tenant may be able to begin 
making payments directly to the lender or servicer for the remaining term of the lease. 
The tenant should contact the lender or attorney representing the lender. This 
information should be provided on the foreclosure notice. In some cases, a realtor 
representing the lender or servicer may contact the tenant to set up new payment 
arrangements.
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COMPONENTS OF FORECLOSURE RECOVERY 

 
 
RELOCATION 
 
Eventually, it will become necessary to find new housing. This section discusses some 
considerations for identifying and relocating to a new home. An important first step is 
to save money that would otherwise go to paying the mortgage for the first and last 
months’ rent, security deposit, utility turn on, and other relocation expenses. The 
importance of preparing to physically relocate cannot be overemphasized. 
 
Often, the review of a credit report is done by a landlord to qualify a prospective 
tenant. A foreclosure will definitely show up in the form of a blemish and will have an 
adverse affect on the credit report. To avoid a misunderstanding, it is a good idea to 
explain the recent foreclosure on the rental application. It is likely that the landlord 
may request an increased security deposit.  
 
As stated in the previous section, a tenant that is being displaced because of new 
ownership of a foreclosed property must receive 90 days notice. The tenant may vacate 
sooner if he/she finds new housing. However, in many instances it may be impossible 
to recover the security deposit from the original landlord. The new owner is not 
responsible for the security deposit paid to the prior landlord. If the new owner wishes 
to keep the current tenant in the property, a new contract should be executed and 
include a discussion about honoring some or all of the previous security deposit. 
 
Resources for new housing 
There are numerous sources for locating new housing. Many cities maintain a weekly 
rental guide that can be found at convenience stores and supermarkets. There are also 
online rental services such as www.rent.com as well as listings in the yellow pages for 
rental agencies. Individuals or families interested in a specific geography, may consider 
visiting a real estate office in the area. These strategies are primarily intended for 
someone seeking market rate housing. 
 
Affordable housing options are most often available through a nonprofit housing 
developer or the city/county housing department. Depending on how much an 
individual’s income may have declined, he/she may be eligible for public housing or a 
subsidized housing voucher (e.g. Section 8). It is important to note however that these 
options are often overburdened and may have long waiting lists already. Housing 
counselors are also a good starting place for a list of local nonprofit housing providers 
or affordable housing developments. For a list of approved housing counselors, visit 
www.HUD.gov.  
 
 

   A Resource Guide for Foreclosure Recovery  7 
(A publication of the Federal Reserve Banks of San Francisco and Atlanta) 

http://www.rent.com/
http://www.hud.gov/


 

For individuals with access to a computer, Social Serve (www.socialserve.com) 
maintains a list of housing options for numerous cities across the country. Depending 
on the city, both market rate and income-qualified affordable housing options may be 
listed.  
 
 
Temporary or emergency cash assistance 
In some geographies, local cities and counties or foundations and grassroots 
organizations offer small dollar grant programs to assist families in transition to 
another home after foreclosure. Call the local 2-1-1 line for a referral.  
 
 
Avoiding rental scams 
Anyone looking to rent should be careful of properties that may be fraudulently 
advertised. There is an increase in properties in the process of foreclosure being 
advertised as rentals. It is important to verify that the person(s) renting the property 
have the legal right to do so and that the property is not pending foreclosure. One way 
to do this is to check the status of the property at: www.rentalforeclosure.com. 
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RESTORATION 
 
 
Dealing with disruptions and basic changes 
The onset of foreclosure and other major economic events will likely cause disruption 
in the normal routine of a homeowner. If the event resulted in relocation, the individual 
may have to build new support networks. If the event was driven by economic factors, 
such as a reduction in income or job loss, that person may require the use of social 
service supports that he/she has never utilized before. This section deals with helping 
individuals cope with the disruptions that may arise from a change in neighborhood, 
community, and income.  
 
New Neighborhood, New Community 
Unless the family is able to relocate to an apartment or a house in the same 
neighborhood, the household will probably lose the stability of an established network 
of family and friends as neighbors. As comforting as it may be to be near them, the 
more critical need at this time is to find decent and affordable housing that is suitable 
to the size of the household. 
 
Depending on how far away the family relocates, a move generally involves building 
new relationships with a landlord, schools, community center, houses of worship, 
medical facilities, merchants, and utility service providers. It may involve a financial 
cost to begin these new relationships. 
 
Deciding where to live should include an evaluation of the impact of the new location 
on the adults as well as the children of the household. For example, the distance of the 
new home to employment for the working members of the family, the amount of time 
commuting and the cost of fuel could create significant financial, physical, or 
emotional distress to the household. Another consideration is the location, cost, and 
availability of afterschool care. 
 
 
Adjusting to a new school 
Whether the household moves into temporary or permanent new housing, it is likely 
that children in the household will have to transfer to a new school. This can be 
especially difficult when they are already dealing with the loss of a familiar home and 
the friends they made at their old school. According to GreatSchools.org, 2 families can 
prepare for this transition by:  
 
1. Making it a team effort: work together on the transition.  
2. Keeping a positive focus: talk about feelings and expectations 
3. Encouraging school involvement: join activities 

                                            
2 http://www.greatschools.ORG/back-to-school/preparation/adjusting-to-new-school.gs?content=25
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4. Getting enough sleep: practice set times for going to sleep and waking up 
5. Taking a trial run: explore the route and the school before the first day 
6. Stocking up on supplies: seek to have sufficient school materials on hand   
7. Preparing the night before: organize clothes, lunch, and materials  
8. Getting a healthy start: eat well and prepare healthy foods  
9. Accompanying your child to school on the first day 
10. Introduction: meeting the teacher and key administrators 

 
 

Accessing public benefits and other support services 
There are a number of organizations that provide support for families in various stages 
of emergency. In most geographies they are available through 2-1-1, a free telephone 
service that connects the caller to social service providers or a United Way office. 
Similar to 9-1-1 for emergency services, 2-1-1 operators, known as information and 
referral specialists, provide referrals to local information and resources, and operate 
according to national professional standards. The majority of calls are for basic life 
needs such as food, shelter, and financial assistance. As of March, 2008, there were 
206 active 2-1-1 systems in 41 states in the U.S.   
Public benefits such as food stamp or health services are often available through the 
county’s social services department or public health department. It may be possible to 
file a single benefit enrollment application to determine eligibility for a number of 
programs, including the previously mentioned public or subsidized housing. 
 
Community Action Agencies are local private and nonprofit organizations that are 
funded by state and federal programs to provide services to foster self-sufficiency and 
alleviate poverty. Some of the services available through a community action agency 
include utility bill assistance and home weatherization for low-income individuals, 
administration of Head Start pre-school programs, job training, and operating food 
pantries.  
 
In some regions local county or city housing agencies provide temporary financial 
assistance in the form of small dollar grants for move-in expenses following 
foreclosure. Other organizations that serve as sources of charitable assistance include 
the Salvation Army, Catholic Charities, and other faith-based nonprofit programs. 
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REBUILDING 
 
Foreclosure is one of life’s major challenges and often accompanies or indicates other 
serious financial problems in the household. This section discusses restoring one’s 
financial condition, including rebuilding credit and options for increasing income. 
 
 
How foreclosure affects credit 
The impact of foreclosure on an individual’s credit score depends on a number of 
factors. The length of time mortgage payments have been delinquent is a primary factor 
that influences how a foreclosure event will affect credit standing. If there was an 
ongoing delinquency on the mortgage or other credit obligations, the credit score has 
most likely already declined before the foreclosure. Conversely, if a homeowner is 
current on all other debts at the time of foreclosure, and still has the ability to cover 
debt payments, his/her credit score will be more negatively impacted, but should have 
an easier time rebuilding his/her credit. If the homeowner has been delinquent with 
his/her mortgage for some time, and is behind on other lines of credit as well, the 
impact of the foreclosure on his credit score may not be as severe but he will probably 
be facing a longer road to recovering his credit. 
 
Foreclosure does stay on a person’s credit report for seven years and will impact his or 
her ability to buy a home for at least three years. The good news is that the impact of 
foreclosure decreases over time, particularly if the former homeowner is able to re-
establish a positive payment history on other credit lines and debts. 
 
 
Rebuilding credit  
The credit score is more important now than ever before. It is considered in pricing for 
insurance or by landlords when renting a home or apartment. Some employers look at 
the applicant’s credit history when considering a new hire. The cost of all other credit 
—from car loans to student loans to an extension of credit via a credit card company— 
will be significantly higher for a person with a blemished credit history. Therefore, it is 
important for someone who has gone through foreclosure to start the process of 
rebuilding his/her credit file as quickly as possible.  
 
It is a good idea for an applicant to be upfront with a lender, landlord, employer or any 
other creditor who uses a credit report as a basis for making a decision. Explaining the 
reason for one’s impaired credit may help mitigate or dispel the perception that the 
applicant is not financially responsible.  
 
The process for rebuilding credit after a foreclosure will be unique for each individual.  
Several factors can influence this process:  the individual’s financial condition prior to 
the foreclosure, the status of other outstanding credit lines, current financial condition, 
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and ability to repay debts. If the borrower has been able to stay current on all other debt 
payments, and the foreclosure is an isolated incident, rebuilding the credit score will 
not be difficult. It will however take time. If an individual is delinquent on many other 
debts at the time of the foreclosure, it will be more difficult and require more time to 
rebuild a positive credit file.  
 
The process for rebuilding credit after a foreclosure is not that different from the 
process of rebuilding credit after any type of major derogatory event such as repeated 
delinquencies, charge-offs, or bankruptcy. Consistent, punctual payment of all bills 
contributes to a higher credit score. 
 
One of the first steps for rebuilding credit is to know what is on one’s credit report and 
monitor it consistently. All consumers are eligible to receive a free copy of his or her 
credit report from each of the three credit bureaus: Equifax, Experian and Trans Union. 
Annualcreditreport.com offers consumers free access to their credit report from each of 
the bureaus once a year. There is an additional fee to obtain a credit score. For 
example, Consumer Credit Counseling Services of San Francisco has posted a number 
of detailed publications about the credit report, credit score and related topics.3  
 
Some financial institutions offer specific products to help consumers rebuild their 
credit. Secured credit cards are one common tool offered by banks and credit unions. 
With a secured credit card, the consumer is required to deposit into a bank account the 
same amount that they are authorized to borrow. The consumer’s deposit is used as 
collateral for the credit extended. Many credit unions also offer a credit builder loan.  
 
Another product for rebuilding credit is a loan secured by a certificate of deposit (CD). 
The consumer is allowed to borrow up to the amount secured by the CD. These are just 
a couple examples of the type of products banks and credit unions may offer that are 
targeted to consumers who need to rebuild their credit. With any of the credit builder 
products, the key for the consumer is to make timely payments on the card or loan, so 
that he or she can begin to reestablish a positive repayment history. 
  
Credit counseling services can help 
There are a number of national organizations that provide credit counseling and can 
help with rebuilding credit. Working with a qualified organization and consulting with 
a counselor to help guide the process of evaluating the current financial condition and 
developing a plan to get back on track may be of value to some people. Many of these 
organizations offer their services for free or at a very low cost. Following is a sampling 
of national organizations that provide such services: 

 
National Foundation for Credit Counseling 
The National Foundation for Credit Counseling (NFCC) is a national nonprofit 
network of nearly 850 locations. The agencies offer a range of services including 

                                            
3 https://www.cccssf.org/education/publications_reports.html 
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money and credit management education, credit and debt counseling. Services are 
provided in person, on the phone or online. For more information, contact the National 
Federation of Credit Counselors at 800-388-2227 or visit the web site: 
www.nfcc.org/CreditCounseling/counseling_guidelines.cfm. 

 
Neighborworks America 
NeighborWorks affiliates are nonprofit organizations across the country that provide 
foreclosure prevention counseling for at-risk homeowners, in addition to housing and 
financial education counseling as well as other helpful services for prospective 
homeowners. To find the closest organization, call 202-220-2300 or visit the web site 
www.keystomyhome.org/credit/counselingservices/index.asp 

 
HUD-certified counselors 
In addition to these national services, there are many local programs that offer credit 
counseling. A good starting point to find out more about programs in the area is a 
HUD-approved housing counselor. While these counselors specialize in 
homeownership counseling, many also provide basic financial counseling, or can refer 
the person to a reputable organization in his/her community. For a listing of HUD-
approved counseling agencies, call 800-569-4287 or visit the web site:  www.hud.gov.   

 
 

Credit counseling vs. debt management 
It is important to note the difference between credit counseling and debt management 
programs when seeking assistance. There are many free credit counseling programs 
available and also credit counseling programs that offer debt management programs for 
a fee. In a debt management program, the consumer deposits money each month with 
the credit counseling organization that is used to pay the creditors. Often the credit 
counseling agency is able to negotiate lower interest rates and fee waivers for 
individuals in a debt management plan. However, the consumer typically pays a high 
price for this service and most likely their credit will be significantly impacted by 
enrolling in this program. If the consumer has the ability to pay his/her entire debt, 
he/she may be better off trying to manage the debt repayment on his/her own or with 
the assistance of a free credit counseling service. 
 
While there are reputable organizations that provide both debt management and credit 
counseling services, some organizations providing these services have been found to 
deceive consumers or misrepresent the cost, nature and benefits of the services 
provided. If a consumer is considering a debt management program or a credit 
counseling service with a fee, he/she should be advised to research the organization 
carefully. The Federal Trade Commission (www.ftc.gov) and the local Better Business 
Bureau are good places to start. 
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Unfortunately, there are many organizations that prey on individuals with impaired or 
blemished credit. There are no shortcuts to rebuilding one’s credit, so it’s critical that 
consumers be wary of any offer that sounds too good to be true.  
 
 
Workforce training and job referrals 
Job or income loss is an increasingly common cause of foreclosure. If an individual has 
recently lost a job, he/she may want to consider a training program to help build new 
skills or to help identify new job opportunities. The U.S. Department of Labor funds a 
large number of workforce training programs. 

 
The Department of Labor 
The Department of Labor funds job training programs to improve the employment 
prospects of adults, youth, and dislocated workers. These programs are delivered 
primarily by states through a One-Stop Career Center system. Training programs can 
vary from state to state depending on the skills that are needed to compete for jobs in 
the local area. All programs are aimed at boosting workers' employability and earnings. 
For additional information on the One-Stop Career Centers in each state, please visit 
the Department of Labor Web Site at www.dol.gov/dol/topic/training or call 877- US2-
JOBS. 

 
America's Service Locator 
This website is sponsored by the Department of Labor to provide specific information 
on One-Stop Career Centers, unemployment benefits, workforce training and job 
referral at the national, state, and local level. Please visit the web site for more 
information at www.servicelocator.org. 

 
Avoiding job scams 
Fraudulent job offers and employment scams are on the rise as criminals find ways to 
prey on desperate job seekers during this protracted economic downturn. These scams 
come in many different forms and can sometimes be disguised well enough to appear 
legitimate. One common element of job scams is a requirement of an upfront fee. The 
website, PhishBucket.org is operated by a nonprofit organization dedicated to 
protecting job seekers from fraudulent job offers. It maintains a list of some of the most 
popular tactics that a job seeker should look out for. 
 
 
Entrepreneurship training 
Many individuals have dreamed for a long time of owning his/her own business. There 
are many programs at the state and local levels to assist individuals with turning a 
business concept into a plan, and preparing to start their own business. The two listed 
below are national resources to help a person get started and provide referrals to other 
programs offered in local communities. 
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Small Business Development Centers 
The U.S. Small Business Administration (SBA) administers the Small Business 
Development Center Program to provide management assistance to current and 
prospective small business owners. SBDCs offer one-stop assistance to individuals and 
small businesses by providing a wide variety of information and guidance in central 
and easily accessible branch locations. For additional information on the program and 
to locate an SBDC in your community, please visit the web site at 
www.sba.gov/aboutsba/sbaprograms/sbdc/. 

 
FastTrac 
FastTrac is a program supported by the Kauffman Foundation, a leading national 
funder of resources for entrepreneurs. It is a comprehensive package of programs and 
materials that provide existing and aspiring entrepreneurs with the training and 
networking opportunities they need to start, grow, and manage a business. FastTrac 
programs are delivered by over 300 alliance organizations including chambers of 
commerce, small business development centers, local and regional economic 
development councils, colleges, universities, consulting firms, and many others. For 
additional information, please visit the web site: www.fasttrac.org 
 
 
Accessing the Earned Income Tax Credit (EITC) to compensate for income loss 
Someone whose  income has declined in the past year, may be eligible for the Earned 
Income Tax Credit (EITC). The EITC is a tax benefit for working people who earn 
below a specific federal threshold that may classify them as low-income. A person may 
be eligible for a tax refund even if his/her earnings were too small to owe any income 
tax.  
 
Working families that earned less than about $43,000 in 2009 may qualify for tax 
credits up to $5,657 in 2010. The actual amount of tax credits available depends on the 
income earned, marital status, and the number of dependents of the person(s) applying. 
The amount of the tax credit varies each year based on federal Internal Revenue 
Service guidelines. In addition to the EITC, taxpayers with children may be eligible for 
the Child Tax Credit. This tax credit is worth up to $1000 for each qualifying child 
under age 17.  
 
Taxpayers may be eligible for the advanced earned income tax credit, payable in 
monthly installments throughout the year. It is recommended that the taxpayers seek 
guidance from a tax professional. For information on the advanced credit go to the 
Internal Revenue Service website at 
http://www.irs.gov/individuals/article/0,,id=96515,00.html. 
 
In order for an individual to make sure that he/she gets the tax credit for which he/she 
is eligible and to receive the full tax refund, he/she may consider getting assistance 
from a paid tax preparer. Many taxpayers turn to commercial tax preparers who can 
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charge up to $150 for preparing at simple tax return and aggressively promote high 
cost rapid refund loans. However, there are a number of free alternatives available to 
help an individual receive the greatest tax refund that he/she is eligible to receive, such 
as the VITA program. 

 
Volunteer Income Tax Assistance (VITA) 
The VITA program is run by the IRS, and VITA volunteers are trained to IRS 
guidelines. VITA sites are often run by community organizations, and provide free 
electronic tax filing service offered by commercial tax preparers. To find the closest 
VITA site, call 800-906-9887. In many communities, United Way is actively engaged 
in tax assistance, and someone can find out about local tax assistance programs by 
dialing 2-1-1. 

 
Free on-line filing:  The IRS provides access to free on-line tax filing for lower income 
individuals. Visit the IRS Web Site for additional information on this service: 
www.irs.gov . 
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RENEWAL 
 
 
How long before the impact of foreclosure is over 
Many people assume that the trauma of foreclosure ends when they move out of the 
home. Unfortunately, this is not accurate. There are many issues related to foreclosure 
that may take several years to address.  
 
The most important thing to think about once the immediate issues of housing, health, 
family and finances have been addressed is how to build long term stability. With the 
right support, looking forward can be a very empowering step towards developing a 
long-term strategy for putting one’s life on the path to renewal. 
 
 
Emotional well-being 
Dealing with the loss of a home is often an underappreciated step in the recovery 
process, but it is critical to renewing an individual’s self confidence and removing any 
remnants of blame that may result from the trauma of foreclosure. 
 
The stress of losing a home doesn’t just affect the owners. It affects everyone in the 
household. It erodes confidence and emotional stability. Financial stress can break 
down the family unit and could lead to divorce or illness if not addressed. For children, 
it is a major source of embarrassment and can lead them to acting out, poor school 
attendance, poor attention, and even violence. For some families, substance abuse and 
domestic violence play out as a result of the stress of financial instability. 
 
A willingness to foster open communication can lessen stress and bewilderment and 
even lift emotional barriers for all family members. The issue is knowing just how 
much information to provide. One helpful tool is quality communication; the parent 
explaining why the home was lost and keeping family members informed about the 
plan to transition out of it can greatly reduce anxiety for every member of the 
household, particularly children. Homeowners with children or other household 
dependents may benefit from seeking professional advice during this emotionally 
difficult transition period.  
 
Finding a mental health professional 
Mental health providers are specialists licensed to practice family counseling, social 
work, psychology, or psychiatry. Each category of provider comes with a particular set 
of credentials and specialties. Finding the right provider for a family depends on its 
needs, financial means, ages, gender, religion, language, and cultural preferences. The 
Mayo Clinic has published a tip sheet with information about locating a mental health 
provider.4

                                            
4 Source: http://www.mayoclinic.com/health/mental- health/MH00008/METHOD=print 
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To further assist individuals and families facing these tough circumstances, the 
American Psychological Association (APA) and other mental-health organizations 
have published tips on how to handle the emotional stress triggered by the real estate 
meltdown.5 According to therapists at crisis hotlines, there is a surge in anxiety over 
housing woes. In some instances, delinquent borrowers have committed suicide rather 
than experience relocation and other issues following foreclosure. For others, 
delinquency can trigger a range of emotional problems including addictive behaviors 
such as alcoholism and gambling. However, there is no empirical evidence to suggest 
that the two are connected. Furthermore, there is no known source of tracking such data 
and hence, there is no aggregate trend data available.6

 
Choosing an accountability partner 
An accountability partner is someone the borrower knows and respects who can be 
trusted to keep personal, financial, and family matters confidential. Similar to a mentor, 
the partner must be someone the borrower can relate to and someone whose opinions 
are valued. Also like a mentor, the accountability partner is there to encourage and hold 
accountable the borrower to assist in the achievement of specific goals the borrower 
will set up to complete the process of recovery from foreclosure.7

 
 
Financial education 
Financial education is another important tool in this long-term strategy. While not the 
first step after foreclosure, it is very important for helping individuals and families to 
learn how to make better financial decisions going forward. Understanding how one 
got into financial trouble and knowing the pathway out of it can help a borrower in 
trouble today avoid repeating the experience in the future. Many of the same resources 
and activities that an individual may use to rebuild credit are a component of financial 
education. A list of free financial education resources can be found at 
www.federalreserveeducation.org. 
 

                                            
5 APA Practice Organization: “Psychologist Locator”, http://locator.apa.org/ 
6 USA Today.  “Foreclosures take toll on mental health”. Hittin  home, the economic squeeze. May 15, 2008 g
7 Source: http://www.pantagraph.com/app/blogs/main/?p=4184 

   A Resource Guide for Foreclosure Recovery  18 
(A publication of the Federal Reserve Banks of San Francisco and Atlanta) 

http://www.federalreserveeducation.org/


 

 
APPENDIX 

 
 
Appendix A: Understanding the Foreclosure Process 
 
The following is a generalized breakdown of the foreclosure process.  To learn about 
foreclosure laws in a specific state, please refer to any one of a number of online resources 
available on the subject. 
 
Foreclosure Defined: A foreclosure occurs when a property owner cannot make principal 
and/or interest payments on his/her loan, typically leading to the property being seized and 
sold at auction. 
 
Stages of Foreclosure 
The foreclosure process is not very difficult to understand. There are several stages during 
which the homeowner has an opportunity to bring the loan current and avoid foreclosure.  
 
After a period of three months of delinquency, the lender orders a trustee to record a 
Notice of Default (NOD) at the County Recorder's Office. This action puts the borrower on 
notice that he or she is facing foreclosure and it starts a reinstatement period that typically 
runs until five days before the home is auctioned. 
 
If the default is not cured (the loan must be brought current) within three months, a 
foreclosure sale date is established. The homeowner will receive a Notice of Sale, and this 
notice will also be posted on the property. In addition, the Notice of Sale is recorded at the 
County Recorder's Office in the county where the property is located. Finally, this Notice 
of Sale is also published in newspapers local to the county in question for 21 days.   
 
The foreclosure Trustee Sale typically occurs on the steps of the county courthouse in 
which the property is located. The time and location of this sale are designated in the 
Notice of Sale. At the Trustee Sale, the property is auctioned in public to the highest 
bidder, who must pay the high bid price in cash, typically with a deposit up front and the 
remainder within 24 hours. The winner of the auction will then receive the trustee’s deed to 
the property.  
 
Foreclosure Auction 
At auction, an opening bid on the property is set by the foreclosing lender. This opening 
bid is usually equal to the outstanding loan balance, interest accrued, and any additional 
fees and attorney fees associated with the trustee Sale. If there are no bids higher than the 
opening bid, the property will be purchased by the representative agent conducting the sale 
for the lender.  
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If this occurs, and the opening bid is not met, the property is deemed an REO or Real 
Estate Owned and is transferred to the lender. This typically occurs because many of the 
properties at foreclosure auctions are worth less than the total amount owed to the lender.8
 

                                            
8 The Foreclosure Process: Understanding How Foreclosures Work; 
(http://www.biggerpockets.com/foreclosure-process.html) 
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Appendix B: Additional Reports and Research 

The Foreclosure Generation: The Long-Term Impact of the Housing Crisis on Latino 
Children and Families; National Council of La Raza 
(http://www.nclr.org/content/publications/detail/61725). 

 

The Impacts of Foreclosures on Families and Communities: A Primer; G. Thomas 
Kingsley, Robin E. Smith, David Price. Urban Institute 
(http://www.urban.org/publications/411910.html) 

Your Next Move: Life After Foreclosure; Consumer Credit Counseling Services of San 
Francisco (https://www.cccssf.org/pdf/lifeafterforeclosure.pdf). 
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Agency or Organization Phone Address (include city, state & zip) Website Description of Services/Notes
Housing Counseling/Relocation

Peoria Public Housing Authority 623-486-4375

Parkview Apartments
10950 N. 87th Avenue
Peoria, Arizona 85345 www.peoriaaz.gov Public Housing and Section 8 Assistance

HOPE NOW 1-888-4673 (HOPE)
Homeowner's Hotline with HUD approved 
counselors.

Housing Our Communities 480-649-1335
251 W. Main Street, Suite 2 
Mesa, Arizona 85211 www.housingourcommunities.org

Mortgage Delinquency and Default 
Resolution Counseling

Take Charge America 623-266-6382
20620 North 19th Avenue
Phoenix, Arizona 85027 www.takechargeamerica.org 

Money Debt Management 
Mortgage Delinquency and Default 
Resolution Counseling

Chicanos Por La Causa, Phoenix 602-253-0838
1242 E. Washington St., Suite 103
Phoenix, Arizona 85034 www.cplc.org

Mortgage Delinquency and Default 
Resolution Counseling
Renters Assistance

Central Arizona Shelter Services

602-256-6945 ext. 3059 (adults)
602-944-0960 (families
with children)

230 South 12th Avenue
Phoenix, Arizona  85007 www.cass-az.org

Emergency shelter and supportive
services to homeless persons

Homeward Bound 602-263-7654
2302 W. Colter Street
Phoenix, Arizona 85015 hbphx.org 

Transitional housing and to homeless 
families with children

Social Services and Food Banks

Community Action Program 623-979-3911

City of Peoria Community Center
8335 W. Jefferson
Peoria, Arizona 85345

General referrals for assistance with 
food, shelter and homelessness

Community Information
and Referral

602-263-8856
800-352-3792

1515 East Osborn
Phoenix, Arizona 85014 www.cir.org

24 Hour Help Hotline that provides 
information, answers and referrals to human 
services.

St. Mary's Westside Food 
Bank Alliance 602-352-3640

13050 W. Elm Street
Surprise, Arizona 85374 www.firstfoodbank.org

Provides three to five day supply of 
nutritionally balanced food

Angel Food Ministries 623-334-8080

Arrowhead Fellowship
8979 W. Peoria Avenue
Peoria, Arizona 85345 www.angelfoodministries.com

Provides box of high quality food box at a 
reduced price. 

Job Training/Placement Services

Maricopa Workforce Connection 602-372-4201

West Valley Career Center
1840 North 95th Ave, Suite 160
Phoenix, AZ 85037 

www.maricopaworkforce
connection.com

Job fairs, career workshops, summer youth 
programs
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Agency or Organization Phone Address (include city, state & zip) Website Description of Services/Notes
Public Utility Assistance

Community Action Program 623-979-3911

City of Peoria Community Center
8335 W. Jefferson
Peoria, Arizona 85345

Provides utility, rent and mortgage 
assistance to qualified individuals.

City of Peoria
Utility Assistance Program 623-773-7667

Planning & Community Dev. Dept.
9875 N. 85th Avenue
Peoria, Arizona 85345 www.peoriaaz.gov

Provides electric, gas, and water payment 
assistance to low/mod income Peoria 
residents.

Lutheran Social Services of the
Southwest 480-332-5589

10040 N. 32nd Street
Phoenix, Arizona 85028 www.lss-sw.org

Provides assistance with gas, electric, 
and water payments.

The Salvation Army 623-977-1084
10730 W. Union Hills Drive
Sun City, Arizona 85373 www1.usw.salvationarmy.org Provides assistance to eligible APS customers 

Society of St. Vincent de Paul 602-266-4673
420 W. Watkins Road
Phoenix, AZ 85002 www.stvincentdepaul.net

Provides utility assistance to eligible 
individuals

Medical Assistance
AZ Health Care Cost Containment 
System (AHCCCS) 602-372-2100

801 E. Jefferson Street, MD 4100
Phoenix, Arizona 850334 www.azahcccs.gov

Offers health care programs to eligible 
Arizona residents

Arizona Copperx Card 888-227-8315
www.rxamerica.com
/az_discount_home.html Prescription discount card

Arizona Self Help 800-352-8401 www.arizonaselfhelp.org Benefit referral service
Department of Economic Security 
(Peoria  location) 623-878-0749

8990 W. Peoria Avenue
Peoria, Arizona 85345 www.azdes.gov Unemployment benefits and food stamps

Legal Services

Community Legal Services, Inc. 602-258-3434
305 S. Second Avenue
Phoenix, Arizona 85036

Provides civil legal services to low-income 
Peoria residents

Regulatory and Enforcement Agencies

City of Peoria Police 623-773-8311
8351 W. Cinnabar Avenue
Peoria, Arizona 85345 www.peoriaaz.gov

Maricopa County Sheriff 602-876-1801
100 W. Washington Suite 1900
Phoenix, Arizona 85003 www.mcso.org

Arizona Department of Financial 
Institutions

602-255-4421
1-800-544-0708 Investigates foreclosure rescue scams

Arizona Attorney General 602-542-5025
1275 West Washington Street
Phoenix, AZ 85007 www.azag.gov

Enforces consumer protection and 
civil right laws

U.S. Department of Housing and 
Urban Development (HUD) 602-379-7100

One N. Central Avenue, Suite 600
Phoenix, Arizona 85004 www.hud.gov

Federal Reserve Consumer Help 888-851-1920
P.O. Box 1200
Minneapolis, Minnesota 55480 www.consumerhelp@federalreserve.org

Provides assistance with possible 
lending discrimination

Comptroller of the Currency 800-613-6743

Customer Assistance Group
1301 McKinney Street, Suite 3450
Houston, Texas 77010 www.helpwithmybank.gov Assistance for customers of national banks
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