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It’s no secret that foreclosures have been a problem since the 
housing bubble burst.  Although the numbers of new cases is in 
decline, the threat of foreclosure is s  ll a very real problem for 
many Americans.  Since a foreclosure can impact your credit 
report for seven years, avoiding foreclosure is undoubtedly in 
your best interest - even if you don’t want to keep the home.

There are a number of reasons why homeowners fi nd 
themselves threatened with foreclosure, including:
• Sub-prime mortgage loans/variable interest rates

• Medical expenses

• Illness

• Death

• Job loss

• Divorce

• Unexpected maintenance expenses

• Inability to properly budget income and control spending

When foreclosure is imminent, the earlier you take ac  on, 
the be  er the chance you’ll have of avoiding the loss of your 
home. If you’re already behind on your payments, or even 
if you think you might have a problem making payments in 
the future, it’s vital that you communicate with your lender 
as soon as possible. This is very important, since it’s usually 
easier to make a payment arrangement than it is to reverse an 
ac  ve foreclosure. Also, many lenders, as well as the federal 
and several state governments, have hardship programs for 
homeowners in fi nancial distress.  In the end, it almost always 
costs the lender more to foreclose on a home than it would to 
make a payment arrangement and avoid the process altogether.

How do I know if I’m at risk of foreclosure?
You don’t have to be seriously delinquent on your mortgage 
payments to be considered “at risk” for foreclosure. If you’re 
having diffi  culty making your payments every month, even 
if you haven’t missed one yet, you can s  ll consider yourself 
“at risk.” For example, if you’re living paycheck to paycheck 
and have very li  le discre  onary income at the end of the 
month, you could be one emergency expense from missing a 
mortgage payment.  

What can I do to save my home from foreclosure?
It may seem like there’s no help available, but that’s usually 
not the case. In fact, you may have several op  ons when 
you’re facing foreclosure that could help prevent the loss of 
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your home. Even if these programs aren’t a perfect fi t, they 
may help you avoid addi  onal problems.
• They may seem like the enemy at  mes, but most lenders 

would prefer NOT to foreclose on a home. In most cases, 
it will cost the lender more money to foreclose on your 
home then it would to help you develop a workout 
plan to keep it. It’s possible that, if you explain to your 
lender what your fi nancial situa  on is and express your 
desire to pay them back, they will be willing to work 
with you on a new payment plan instead of foreclosing. 
In fact, most companies have departments specifi cally 
established to help struggling homeowners. You may be 
eligible for a mortgage modifi ca  on that could result in a 
reduc  on of your monthly payment, making it easier for 
you to maintain on-  me payments. Visit (h  p://www.
cambridge-credit.org/edu/mortgage-modifi ca  on.html) 
to learn more about mortgage modifi ca  ons).

• Talking to a housing specialist, like the counselors you can 
contact at (h  p://www.cambridge-credit.org/housing-
form.html) will help you develop ways to manage your 
debt and fi gure out a way to adjust your spending so 
your mortgage payments are easier to handle.

• Making Home Aff ordable Program (MHA) - (h  p://
www.makinghomeaff ordable.gov/pages/default.aspx) 
may allow you to lower your monthly payments and 
fi nd loans that are more stable at a lower rate. Programs 
are available for employed homeowners, unemployed 
homeowners and those homeowners who currently 
owe more money than their home is worth.

• Home Aff ordable Modifi ca  on Program (HAMP) – 
monthly payments are reduced to no more than 31% of 
your net monthly income. Not all lenders support this 
program and there are a number of requirements that 
need to be met before you can qualify for this program.

How will my foreclosure aff ect my credit score?
A foreclosure remains on your credit report for 7 years, but 
it may not aff ect your ability to obtain credit for that long. In 
fact, according to MyFICO.com, “If you keep all of your other 
credit obliga  ons in good standing, there’s a good chance 
that your FICO score could begin to rebound in just 2 years. 
Try to pay your auto loans, credit cards and any other credit 
obliga  ons on  me to limit the eff ect of this foreclosure.” 
This means that, while the foreclosure will remain on your 
credit report for 7 years, you’re not necessarily going to be in 
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trouble fi nancially for the rest of your life. Foreclosures are not 
something that anyone wants to experience, but please know 
that you can recover from one if you work hard at ensuring all 
of your other obliga  ons are met.

How do I protect myself from falling vic  m to a foreclosure 
scheme?
There are a number of fraudulent home-rescue scams out 
there that are designed to separate you from your money. 
Keep in mind that HUD-approved housing counseling services 
are typically free, so be wary of any company contac  ng you 
that charges a fee. The Federal Trade Commission (FTC) has 

outlined the most popular schemes:

• “Phantom Help” – In this scenario, the scammer may 
claim to be an a  orney or law fi rm representa  ve. These 
people off er to nego  ate a deal with your lender to either 
reduce payments or save your home. For a fee, these 
thieves will collect what they can, and vanish.

• The “Forensic Audit” – Again, for a fee, “auditors” off er to 
have an expert (some  mes an a  orney) review all of your 
mortgage documents to see if your lender was compliant 
with the law. You are told you can use this report to avoid 
a foreclosure on your home, speed up a loan modifi ca  on 
process, reduce your debt, or cancel your loan en  rely. In 
reality, there is absolutely no evidence that these types of 
audits will help you get a modifi ca  on or relief in any way.

• Rent-to-Buy Schemes – This scam involves the promise of 
being able to rent your home un  l you can aff ord to buy it 
back at a later date. You’re told that, by surrendering your 
 tle, you are allowing a borrower with a be  er credit 

ra  ng to get new fi nancing in order to prevent the loss of 
the home. These con ar  sts make the terms so expensive, 
however, that you won’t be able to buy your home back 
and will ul  mately lose it. 

• Bait and Switch – Hidden in a confusing applica  on for a 
“loan to make your mortgage current” is a clause that, if 
you sign the agreement, confers the  tle of your home to 
the scam ar  st

The Mortgage Assistance Relief Services rule (MARS) has 
made it illegal for any company to collect fees un  l an off er 
of relief has been made and accepted. What does this mean? 
It means you don’t have to pay un  l the company lives up 
to their promise of ge   ng you results. But remember, and 
we can’t stress this enough, there are plenty of reputable 
non-profi t counseling agencies, approved by HUD, that will 
provide you with help at no cost.

Foreclosure Glossary 
Refi nance - Th e altering of the monthly payments owed 
on the loan, either by changing the loan’s interest rate or 
by extending the number of payments.

Forbearance - An agreement to suspend or reduce 
normal monthly payments for a fi xed period of time.

Loan Modifi cation - A written agreement that 
permanently changes one or more of the original terms 
of the loan..

Repayment Plan - A written agreement with the lender 
or servicer in which the homeowners agree to cure the 
delinquency by adding an additional amount to their 
monthly mortgage payment until the loan becomes 
current

Partial or Advance Claim - An investor or mortgage 
insurer agrees to advance funds in an amount suffi  cient 
to reinstate a borrower’s loan

Full Sale of the Property - Putting the property on the 
market (with or without a realtor) to sell the home for 
more than the amount owed 

Short Sale - Th e sale of a property for less than the 
amount necessary to pay off  the loan in full.

Deed in Lieu of Foreclosure - A homeowner voluntarily 
conveys the title of the home and property to the lender 
in exchange for a discharge of the delinquent debt.

Note: If your mortgage company 
has already begun foreclosure 
proceedings, it’s wise to hire an 
attorney to make sure you’re not 
giving up any rights under your 
state’s laws.
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Managing money and planning for the future are important 
for everyone, but if you’re single, there are some addi  onal 
measures you may want to consider.

Preparing for a Loss of Income
These days, very few occupa  ons are layoff -proof.  That’s a 
lesson we all learned in the last recession. The need to have 
a con  ngency fund consis  ng of at least six months’ worth of 
expenses is a good back-up plan to help in case you suddenly 
lose your job, or lose your access to over  me hours. Whether 
or not you feel safe in your job, it’s not going to hurt to have 
a safety net. Building an adequate emergency fund takes  me 
and determina  on, but you should do it. A  er your fund is 
topped off , leave it alone and enjoy the feeling that comes 
from being prepared.

Create an Investment Strategy
Look toward the future and plan an investment strategy. If 
you’re a single parent, invest with both college and re  rement 
in mind. State-sponsored college savings plans, more 
commonly referred to as 529 plans because of the relevant 
sec  on of the Internal Revenue Code, are a great way to set 
aside money for your future college student.  There are two 
diff erent types of 529 plans: pre-paid tui  on plans and college 
savings plans. There are 2 categories of 529 plans, Savings 
Plans and Prepaid Plans. 

Savings Plans are similar to a 401K or IRA. Your contribu  ons 
are invested in mutual funds or other, similar investments, 
which you can choose. The value of your account will fl uctuate 
based on the performance of the investment op  ons you’ve 

chosen.  Prepaid Plans let you pay all or part of the costs of an 
in-state public college educa  on in advance. They may also be 
converted for use at private and out-of-state colleges. There 
is also a pre-paid Private College 529 Plan for private colleges.

 

At least one type of 529 plan is sponsored by all fi  y states, as 
well as the District of Columbia. In addi  on, there are groups 
of both private colleges and universi  es that currently sponsor 
pre-paid tui  on plans. It’s important to note two other facts: 
not every state gives tax breaks for parents who enroll in these 
savings plans, and you aren’t limited to enrollment in your 
state’s plan. You can usually enroll in another state’s plan if 
you think it has more desirable features

Insurance Coverage
Maintaining adequate insurance coverage is very important. 
Although your needs will vary according to your changing life 
circumstances, the following recommenda  ons are worth 
considering.
• If You’re Single: Disability insurance is a good idea for 

anyone; however, if you’re single it is vital. Disability 
insurance protects you against a loss of income in the event 
you become unable to work due to sickness or injury. You 
can insure anywhere from 50% to 75% of your income. If 
your employer off ers coverage, by all means take it, but if 
it covers less than 60 percent of your salary, you may want 
to supplement it with a policy you buy yourself. Look for 
one that adjusts for infl a  on and pays out if you’re unable 
to work in your own occupa  on, not just if you’re unable 
to work at all.

• Older Singles: If you are an older single, you may want 
to consider long-term care insurance. A recent study 
conducted by the American Council of Life Insurers 
suggests that single or childless individuals tend to enter 
assisted living community and nursing ins  tu  ons at an 
earlier age than their married counterparts. Other studies 

Th e need to have a contingency 
fund consisting of at least six 
months’ worth of expenses is a 
good back-up plan to help you in 
case you suddenly lose your job.
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have shown that divorced parents, especially divorced 
fathers, are less likely to receive long-term care assistance 
from their children.

• Singles with Children: Life insurance is a must when there 
are minor children involved. You have to make sure there’s 
enough money to support and educate your children if 
something happens to you. Term life insurance policies 
generally have the lowest premiums, making them an 
aff ordable op  on for singles or young families struggling 
to make ends meet.

Where There’s a Will There’s a Way
Crea  ng a will is the legal way of making sure you have the 
last word on what happens to your estate. If you pass away 
intestate (without a will), the state you resided in would have 
the authority to divide and distribute your estate, including 
your personal items. The state would also decide who would 
be granted custody of minor children. By crea  ng a will, you 
control those decisions, ensuring that your estate and your 
loved ones are taken care of in accordance with your wishes. If 
you have children, you may choose a legal guardian for them. 
You can also select who will inherit your possessions, and 
who will be in charge of your home and property. You should 
update your will and review your estate plan with an a  orney 
if any of the following situa  ons occur:
• The value of your assets changes

• You marry, divorce, or re-marry

• You have or lose a child

• You relocate

• The executor of your will is no longer able to maintain 
your will (death, illness, change of rela  onship)

• The laws aff ec  ng your estate have changed

• One of your heirs dies

The Social Media Will is a recent development. In this type of 
will, you leave informa  on about how you wish your online 
profi les to be handled a  er your passing. You could decide 
to maintain them for others to visit, to close them en  rely, 
or even to create a memorial profi le for others to visit where 
nothing new can be posted.

While end-of-life issues are hard to discuss for many people, 
these conversa  ons need to take place. Due to the complexity 
and seriousness of the ma  ers involved, you should strongly 
consider consul  ng a qualifi ed a  orney.  You can visit (www.
usa.gov) for more informa  on on how to create a will.
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If you pass away intestate (without 
a will), the state you resided 
in would have the authority to 
divide and distribute your estate, 
including your personal items.
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These days, balancing a checkbook is a vanishing art. The 
convenience of online banking and ATMs, which seem to 
provide up-to-date balance informa  on, has made the 
tradi  onal check register look like a museum ar  fact rather 
than a useful tool. In the same way, many consumers aren’t 
familiar with overdra   protec  on or the pros and cons of 
using a debit card. Don’t let your checking account in  midate 
you. With the proper knowledge and tools, you will be able to 
accurately manage your account.

Balancing Your Checkbook
It’s extremely important to regularly balance your checkbook, 
especially if you use your debit card for purchases. Most ATMs 
will give you a receipt with your withdrawal, but the balance 
shown isn’t always accurate. The computer systems at many 
banks take 24-48 hours to update, meaning that if you have 
any outstanding checks that haven’t been accounted for by 
your bank, the balance on that ATM receipt isn’t accurate.

Balancing a checkbook requires that you keep track of all of 
the transac  ons you’ve made through your checking account. 
The best way to do this is to save all of your receipts from 
any dinners, shopping trips, or anything else you may use your 
debit card for. When you’re balancing your checkbook, record 
all the checks you’ve wri  en and any withdrawals you’ve 
made. This way, you’ll always know how much money is in 
your account, even before the bank accounts for all of your 
withdrawals and deposits.

Managing Your Account
Most banks not only produce a monthly bank statement, but 
also off er telephone, Internet, or ATM banking services to give 
you the most current informa  on regarding your account.

To keep an accurate balance of your checking account, get 
in the habit of reconciling your check register every month 
when you get your monthly bank statement. To reconcile 
your checking account, you compare the informa  on on 
your monthly statement to what you’ve wri  en in your check 
register. The steps are quick and easy:
• Make a mark in your check register next to all the 

withdrawals and checks that have been drawn on the 
account. Your statement will have a list of paid checks and 
withdrawals.

• Total the withdrawals and checks that have not yet been 
paid by the bank.

• Put a mark in your check register next to all the deposits 
that appear on your bank statement. 

• Total the deposits that do not appear on your bank 
statement. 

• Record any bank charges in your check register that are 
refl ected on your bank statement.

• Add the ending balance on your statement to the deposits 
that do not appear on your statement.

• Subtract the withdrawals and checks that have not been 
paid by the bank from your total. This number should be 
your current balance and be equal to your checkbook 
balance.

Overdra   Protec  on
Banks off er overdra   protec  on to prevent bounced checks. 
You may be tempted to think that you’ll never bounce a check, 
but it can happen to the best of us. Here are some common 
ways that banks off er overdra   protec  on:

• Checking linked to Savings: If your checking account 
doesn’t have the funds to cover a check or debit, money 
will be taken from your savings account to cover the 
amount. The bank charges a fee for the overdra  .

• Credit Card: Many banks off er credit cards that are used 
in case of an overdra  . Some  mes banks will allow you to 
link one of your current credit cards so you do not have to 
open another credit account. While this is a great op  on 
for overdra   protec  on, the banks will o  en transfer 
more than what was needed to cover the overdra  . 
Ask your bank about this overdra   op  on. Specifi cally, 
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ask how much money they will transfer in case of an 
overdra  .  

• Line of Credit: If you establish a line of credit, which 
is basically an agreement by the bank to lend up to a 
specifi c amount to a borrower, the bank transfers money 
from your line of credit to cover any overdra  s made on 
your account. Interest is then charged on the amount of 
money transferred from the line of credit.

Some banks will automa  cally enroll checking account 
customers who have not already signed up for a tradi  onal 
form of overdra   protec  on into a program in which the 
bank covers overdra  s for a fee. However, banks charge high 
fees to do this and usually give you just a few days to bring 
the account back to a posi  ve balance. The bank may charge 
a fl at fee of up to $35.00 for each overdra  , as well, so it’s 
surely something you’ll want to avoid whenever possible. 

Debit Cards
When you open an account with a bank, you’ll very likely be 

off ered a debit card. Many fi nancial ins  tu  ons off er debit 
cards that not only work at ATMs, but also carry the VISA or 
MasterCard logo and can be used as a credit card. Purchases 
made with your debit card are automa  cally deducted from 
your checking account. Debit cards do not carry interest rates 
and don’t have grace periods, so you must have the money in 
your account at the  me you make the purchase. Paying with 
a debit card is much like paying with cash. If you don’t have 
enough cash (or money in the account the card is a  ached 
to), your purchase will be declined.

Direct Deposit
If you’re working, you can ask if your employer off ers direct 
deposit. Direct deposit is the phrase used to describe the 
electronic transferal of your paycheck from your employer’s 
account to your bank account. Many banks will lower or even 
eliminate your bank fees if you use direct deposit. Direct 
deposit is also very convenient because you don’t have to go 
to the bank to deposit your paycheck, and you have immediate 
access to your money when payday rolls around.

Cambridge is more than just credit counseling. Our innovative, Personal 
Finance 120 video series gives you the information you need in about 
two minutes. Recent videos in this series include:

• Saving Money with Social Media
• Online Safety
• Boosting Your Income
• Safeguarding your Finances While Traveling
• Kids and Money - Teaching Kids the Value of Money
• Kids and Money - Allowance Basics
• Kids and Money - Preparing for Baby

If you missed any of these videos, be sure to visit our Youtube channel: 
www.Youtube.com/CambridgeCredit




