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To every homeowner that has had issues in relation to the 

affordability of their homes. This guide is for you. 

 

You fall into many categories: 

Behind over 12 months in payments 

Fixed income 

Loss of Wages 

Current but borrowing from friends, family & Credit Cards 

Divorce 

Death of Contributor 

Unemployed or Underemployed 

Missed 2 payments or more 

Hardships involving medical or transportation 

High interest rates, adjustable rates 

Interest Only Mortgages 

More home than you can truly afford 

Victim of unsavory practices 

The list goes on and on but one thing remains the same. You want to keep 

your home and receive an affordable payment that allows you also to save for 

the future. 

This guide will dispel the myths and explain clearly the options available and 

the mathematics used in review of your documentation. 
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What this guide covers!!! 

This guide does not guarantee that you will receive a modification. 

There are many types of assistance available along with myths and 

unsubstantiated claims. While the author and contributors’ are aware of the 

various methods to save your home and scams in the market place our focus 

is on one thing in this particular guide. 

MORTGAGE MODIFICATIONS 

How to understand and submit 

 

 

 

 

 

 

 

This manual was designed to provide competent and reliable information regarding 

the subject matter covered. However, it is sold or given with the understanding that 

the author Ken BIG Blake, corporation Blake Investment Group and any of its 

subsidiaries are not engaged in rendering general non state specific legal, financial, or 

other `professional advice in print. Laws and practices often vary from state to state 

and if legal or other expert assistance is required, the services of a professional should 

be sought. The author, contributors and publisher specifically disclaim any liability 

that is incurred from the use or application of the contents of this manual. 
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ABOUT THE AUTHOR 

Ken BIG Blake’s passion for all things entrepreneurial and real estate has led him to have 

over 20 years in the realty, mortgage, and small business industries. He has counseled one on 

one and through seminars tens of thousands of future homeowners, Investors, sellers, 

entrepreneurs and students in successful money management using humor & common sense.  

 

His Specialties........Coaching, Teaching, Strategic Consulting, Family Wealth Advisor, 

Purchasing Residential & Commercial Properties, Home Modification & Foreclosure Prevention, 

Personal Development, Small Biz Development, Business Budgeting, Credit Counseling, Team 

Building using six sigma lean manufacturing thought processes, G.O.A.L.S Implementation, 

Inner Exploration, Workshop Implementation, Conflict Resolution, Marketing Plans, Motivational 

Speaking, Social Media Marketing, Humor, Making You Smile Throughout The Process.... 

 

1987-1991 USMC War Veteran 

 

 1998  Real Estate Salesperson - Chgo. IL 

 

1999  Sales & Mgt training Team Module 1 - Kansas City 

 

1999  Passed IL 1, 2 & 3 pre-requisites for appraisal license 

 

2001  © D.E.A.L.S in A.C.T.I.O.N.S Wealth workshops / manuals 

 

2003  Notary Public 

 

2003  IL R.E Broker (Blake Investment Group Realty Corp)  

 

2005 – 2008 Local 1 Iron worker (Commercial Bldgs from ground up) 

 

2007 Passed IL state exam for loan origination 

 

2007  Founded www.thinkBIGradio.com 

 

2009  Workshop Presenter Operation Hope Kid Start Financial Literacy Day 

 

2009 – Present - HUD Certified Modification Specialist & Housing Counselor 

 

2010 – Present – has visited over 100 cities traveling with a non-profit assisting homeowners to 

receive modifications with affordable payments as well as assisting future homeowners to purchase. 

 

2013 © - M.U.S.T.  L.I.S.T.E.N.  T.O.  G.E.T. - Motivational series for personal and business team growth. 

 

 

http://www.thinkbigradio.com/
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HOW TO USE THIS GUIDE 

 

Chapters 1 through 4 define the most important general information that a 

homeowner must know. Every modification begins with paperwork. There 

are more mistakes made in the initial paperwork because of insufficient 

documentation or forms just filled out completely wrong.   

Many servicers, banks, lenders, investors, etc will request the same 

documentation over without telling you the reasons. This can become very 

frustrating, overwhelming and stressful. We have alleviated those feelings by 

putting this manual together with examples of correctly completed forms 

and the reasons behind the request of this documentation. 

It is wise to always have a checklist that you can refer to insuring that you 

have not forgotten anything that is needed. We will go over the 

documentation for a full general package. We will also include the many 

different personal reasons that you may have that require additional docs. 
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HOW TO USE THIS GUIDE 

 

Chapters 5 deals with the different approaches that the banks / investors 

use to assist you and the most important thing to them. Mathematics!!  It is 

very important that when you are submitting your budget that you have 

covered not only all of your expenses and liabilities but the proper 

calculation of your net income that those items will be subtracted from. 

Many servicers, banks, lenders, investors, etc will contact you and have 

totally different numbers from what you have submitted without clearly 

defining the changes. We have alleviated a large part of this issue by 

explaining and showing you the calculations they generally use to come to 

their decisions. Are you self employed, no problem, commissions, no 

problem, inconsistent income, no problem. We have also an excel 

spreadsheet that can assist you in your calculations. 
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HOW TO USE THIS GUIDE 

 

Chapter 7 deals with the different insurers and investors that may own or 

insure your loan. These particular entities have certain guidelines that are 

specific for those types of loans.  

Many borrowers seem to believe that their servicer could have done a better 

job of assisting them in lowering their payments or interest rate once they 

have a modification.  The truth of the matter is they may have done their 

absolute best following the guidelines they have in place. 

Although you may seem to feel that the banks are against you, if you knew 

what they were up against and how they have to submit your package 

correct and intact you would feel a bit differently. We hope to alleviate those 

feelings by providing the basics of their guidelines and how you can assist 

yourself if a private investor has purchased your home at auction….. 
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HOW TO USE THIS GUIDE 

 

Chapters 8-10 wrap’s things up. It deals with most common denial reasons, 

options you can choose that may save your home, negotiate with after an 

auction, websites that are free with information that may assist you and 

frequently asked questions. 

We know that your primary goal is to stay in your home. We also know that 

although our economy is on an upswing it sometimes take longer for some 

people to come up to bat. 

Great things do not always happen to great people. You are stronger than 

your immediate issues and you are loved. Stay positive and everything will 

happen as it should. Remember……you will never be given more than you 

can handle and common sense and humility before pride allows favor to 

enter your life. 

 

Thanks for thinking BIG and taking the steps needed to educate yourselves 

in a process that can help you to also help others… 
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HOW TO USE THIS GUIDE 

There are terms that you will be unfamiliar with so we try to define those 

more uncommon terms in parentheses beside the word. We will italicize and 

place an asterisk before the word. 

Example: 

 If you have a smart phone you may want to download Karls Mortgage 

Calculator for its *amortization schedule (this shows the amount you pay over 

the course of your loan) feature. 

Of course some of the terms definitions will be lengthy so in that case the 

definition will be after the options chapter or a *Google (internet search 

provider) term inside the parentheses 

Each chapter will have areas that you may want to further study so  chapter 

15 will have websites listed that cover chapters 1-13. 

Example:  

Chapter 1 Websites  

http://dictionary.reference.com/browse/modification?s=t 

 

Chapter 2 Websites 

http://portal.hud.gov/hudportal/HUD?src=/topics/avoiding_foreclosure 

 

 

 

 

 

 

http://dictionary.reference.com/browse/modification?s=t
http://portal.hud.gov/hudportal/HUD?src=/topics/avoiding_foreclosure
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Chapter 1: Definition of Modification 

 

The definition and explanation of modification is needed as there are other 

words that are being used correct as well as incorrect in describing the 

meaning.  We will first explore the definition, similar words with the same 

meaning and the word most oftentimes used incorrectly and the differences 

of the two. 

Modification (Modify) 

The act of modifying or the 

condition of being modified.  A 

small change or adjustment. To 

alter, change somewhat the form or 

qualities of, alter partially, amend, to 

reduce or lessen in degree or extent, 

moderate, soften, to modify ones 

demands, to modify a contract. 

Similar terms in relation to modify and sometimes used interchangeably are: 

Recast – To form, fashion or arrange again, to remodel or reconstruct 

Restructure – To change, alter, or restore the structure of, to effect a 

fundamental change, recombine 

Many people confuse modification with the word refinance. 

 These two terms are similar in relation but is as different as a mirror on the 

wall from a reflection from a pond. 

Refinancing (Refinance) - To finance again, to satisfy a debt by making 

another loan on new terms. To increase or change the financing. 
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The BIG differences in the words are as follows. 

Modify – 

In a modification you are not receiving a new loan. A modification makes 

changes to terms in your existing loan. The interest rate, loan term and 

principal balance are the most common terms that are changed. There are 

no new parties added or taken away from the mortgage note or deed. The 

debtor, borrower will remain the same.  

In some cases you may have purchased your home before you were married. 

The servicer will need income documentation from both but the initial 

borrower will still remain on the loan after the process is finished. 

Modifications are not based upon your credit score (as of yet) and requires 

no out of pocket costs. (Only in certain investor specific cases it does but 

that will be covered in chapters 10 through 12) 

Refinance –  

In a refinance you are simply getting a new loan. The mortgage note and 

deed can remove borrowers and add borrowers. Traditional refinancing 

involves credit, equity and cash. Most borrowers are missing at least one of 

those requirements. 

There are many new programs and grants available that cover refinancing 

that are state and hardship specific focusing on underwater ( houses that 

are worth less than owed ) properties. Contact me for more info. 

Now that we have a clear definition of what a modification is it is time to 

move forward covering the forms of modifications…. 

 

 

 



13 
 

Chapter 2: Forms of Modifying 

This chapter will instruct you in the different ways that your bank, lender, 

servicer or investor can assist you in lowering your payment. There are many 

combinations they can use and in some cases they may just use one type.  

They are in no particular order and vary by *investor. (Investors own the loan) 

1. Reduction in interest rate: 

Example: Your rate is fixed and at 7.5% and the rate is changed to 4.5%  

 

2. Change from *floating rate to a fixed rate ( floating = adjustable) 

Example: Your rate changes every 6 months, yearly or at a time noted 

in your paperwork based on an *index or average. (LIBOR) 

 

3. Compute the floating rate differently: 

Example: Your rate may be based on the LIBOR index that historically 

may fluctuate between 1% & 2% yearly. They may change your rate to 

the BOND BUYER index that may fluctuate .5% to .75% monthly. They 

may just keep the same index but take the average between the high 

amount and low amount fluctuating the adjustable between the two. 
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4. Reduction in principal: 

Example: You owe $100,000.00 on your property but the value is 

$70,000.00.  The banks have been known as a benchmark to reduce at 

least 30% of your principal to assist you -   $100,000 x .30% = 

$30,000.00.                    $100,000.00 - $30,000.00 = $70,000.00 

 

5. Reduction in late fees and other penalties: 

Example: Your payment is $1000.00 monthly and your late fee is $50.00 

along with a *BPO (Broker Price Opinion – Drive by Appraisal) cost of 

$350.00. You are behind 10 months and owe late fees of $850.00.  They 

reduce or forgive the amount. 

 

6. *Capitalize Arrears: (Moving all late payments, fees, etc to back of loan) 

Example: You are behind 10 months on a $100,000.00 loan with a 

$1,000.00 payment with fees and penalties equaling $10,850.00. They 

take this amount and place it to the back of the loan which also will 

increase the principal amount to $110,850.00 

 

7. Lengthening of the long term: 

Example: You have paid the 30 year loan over the course of 8 years and 

they extend the term to 30 years again. 

 

8. Capping the payment to a percentage of household income: 

Example: Your gross income is $4,000.00 monthly and if you qualified 

for the HAMP program that is 31% of your gross income you would pay 

$1,240.00 monthly 

 

9. Forbearing or Forgiving Principal amount: 

Example: forbearing is placing penalized amount (if not current) on 

the back end and after 30 years or duration of term you pay it back. 

They can forgive the penalized amount or principal if current all at 

once or after you make a certain amount of successful payments. 
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Chapter 3. Who can’t Modify…….and why? 
 

 

 

 

 

 

 

Are you current on your mortgage, and all of your credit cards, car 

notes, bills current and you don’t have a hardship? 

 

After you do your budget do you have enough left over to pay your 

mortgage twice and you are current? 

 

Do you have enough money in your savings, checking and 401k to pay 

your mortgage at least 6 months and you’re current? 

 

Do you have a lot of equity and you’re current on your payments? 

 

Have you had your loan under a year? 

 

In most of these cases you may want to look to refinance as the 

servicer, lender and bank will have a hard time trying to find a 

hardship. The servicer, lender, bank is not looking to assist those who 

may just want a lower rate or who’s home may be underwater. You 

may be one of the above but have a hardship that could be taken into 

consideration. We will never tell you not to try but our experience tells 

us that your chances are close to none………… 

 

They have programs available to refinance if you are 

underwater……(Contact Me) 
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Chapter 4. General Documents required.. 

 

Honesty Is         The Best          Policy!! 

 
 

The first thing that we would like to cover is that like snowflakes…..no 

two homeowners are the same. Everyone has a different reason for 

modifying and no matter how close you may be alike your level of 

assistance can differ. 

 

There are however certain documents that you all will need that are 

the same. Those are the documents that everyone has to have in their 

file if they are looking to modify their home. 

 

We will attach those docs in the following pages completed correctly 

for your notes. They have to be 100% right and true. 

 

U.S. Treasury Guide Line Docs: 

These 3 documents must be in every file and filled out correctly. 

 

1. RMA (request modification assistance) Hardship Affidavit: 

This doc sums up your financial picture and you will also have to write 

a hardship letter detailing your situation. 

 

2. 4506t form: This form has to be filled out by the owner and if they 

are married by the spouse even if they are not on the loan or have filed 

taxes. 

3. Dodd Frank Certificate: This form states that you have not been 

convicted of any felonies within the last ten years financially related. 
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Income Related Docs: 

These docs vary by person. The first three should be in everyone’s file. 

 

1. Last 30 days of paystubs (Must update during process ) 

2. 3 months bank statements (Must update during process) 

3. Last two years tax returns (sign and date pg 2) 

The following income related docs are more personal. 

1. Awards Letter (SS, SSI, Retirement, Disability, Unemployment, food stamps etc) 

2. W2s 

3. Profit and loss statement (preferably from accountant) 

4. Proof of Employment (Date started & Salary or Hourly wage) 

5. Court ordered Child support  docs (need to show amount) 

6. Court ordered alimony, palimony docs ( need to show amount) 

7. Budget ( with liabilities and expenses subtracted by net income) 

8. Rental Agreement from tenant (Room, Apartment, storage, garage) 

9. Tax Return extension (If you did not do your taxes) 

10. Contribution letter ( amount and frequency ) 
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Additional Docs needed 

 

1. Last mortgage statement received (Preferably within a year) 

2. Last property tax bill 

3. Last insurance declaration page 

4. Last HOA / Condo Association bill 

5. Utility Bill 

Personal Docs needed if they apply 

6. Bankruptcy discharge Chapter 7  (under 3 years) 

7. Attorney Permission letter Ch 13  (if active) 

8. Divorce Decree 

9. Non borrower occupancy  

10. Permission letter from borrower for someone to speak 

11. Death Certificate of spouse etc 

12. Birth Certificate(s) of children if age not mentioned on court doc 

 

 

 

 

 

 

 

 

 

The following pages are the U.S Treasury guideline docs filled out correctly… 

 



19 
 

RMA (HARDSHIP AFFIDAVITT)     
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Name: Patel Yellow Horse / Tonya Montana 
 
Address: 1600 Pennsylvania Avenue Washington DC 20500  
 
Lender Name: Citiwells America 
 
Loan #: 321456987 
 
 

Explain hardship in detail with what happened before you missed a 
payment, when you missed your first payment and what you have 
done to reach out. Please use months and years……. 
 
In 2011 June my company cut back on our overtime. I was averaging 20 hrs a pay period and had been 
doing so for over 4 years. My husband is self employed and although his income is steady my income 
has continued to decrease. September 2011 I had to take a mandatory month off from work as part of my 
employer’s cutbacks. In 2011 November we missed our 1st payment as we had exhausted our savings.  
 
We reached out to the bank and were told that as long as we paid something we would be ok. We tried to 
come current but in Jan 2012 my car had to have its transmission replaced. In 2012 March the bank 
stopped taking our payments. We submitted a full modification package to our lender in May 2012 and 
never heard anything back. 
 
My in laws moved into our home in June 2012 and this increased our expenses as they had no income. 
The bank sent us a foreclosure letter that same month and said they could not locate our mod package. 
We reached out to Save Our Home Corp. in August 2012 for assistance. 

 

How are you looking for your servicer to assist you? 
 
We are looking to have our loan payments brought current, reducing our principal balance and possibly 
lowering our adjustable interest rate to reflect an affordable payment that includes PITI ….. 
 

Is your situation Temporary or Permanent? 
 
We believe that our financial hardship will have become temporary if we are able to receive your 
assistance with an affordable payment. 
 

What changes have you made in your spending that benefits you? 
 
We only purchase things that contribute to our survival. We cut coupons. Buy in bulk when there is a sale 
and are open to any suggestions you may have that will enable us to stay in our home of over ten years.  

 
 
 
Borrower Signature    __________________________ Date ______________________ 
 
 
Co-Borrower Signature    __________________________ Date ______________________ 
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4506t 

 

 

 

 

 

 

 

 
 

This is an example of filing jointly. If you file separately you both need one. 

The only time you would fill out line five is if the bank specifically told you 

what to write. If you did not file taxes you must check the box after 7.1600 
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Dodd – Frank Certification 
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Chapter 5. How the bank calculates income 

 

 

 

 

This may be the most important chapter when it comes to a modification. 

It is by far the most challenging because there is truly no standard set. There 

are basics that they use for weekly, bi-weekly, semi- monthly, monthly and 

salaried but every borrower works differently. 

The real hard part is if your income is commission based, inconsistent or self 

employed. If you have a combination of all there can really be a problem as 

most of us work various jobs. 

I know what you are thinking now. (I really don’t know but like to say that) 

How can I calculate my income correctly if they don’t even know how? Well 

as hard as it might look as long as you explain your calculations they will 

have to explain how their calculations differ and why. 

You may also have figured out one of the reasons they ask for your tax 

returns. 

Ok, we know that some of you work overtime, under time, have missed days 

this week, got paid in advance, work seasonally, and every other scenario 

under the sun. That is the reason why the servicer, bank, lender or investor 

requires 30 days of income so that they can view those fluctuations and make 

any adjustments if necessary.  They look at YTD (year to date) gross and net 

among other things. This is the reason why they also have you to 

continuously send in income throughout the process. 
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So let’s get started with the easiest and work our way to confoundment. 

All income is calculated by the last check in the 30 days cycle. Once again 

this is the basics and they have your checks to compare to YTD fluctuations 

in overtime, etc. 

They will also add back a list of items into your NET income. We will provide 

the most common list used and how it affects your bottom line after we 

complete the W2 employee’s calculations.  

These examples are not inclusive of add backs into your net…. 

They are also rounded up to nearest dollar. 

1. Weekly Income – 52 pay periods ( 52 weeks in a year ) 

 

Example:  Gross = $800.00 Net = $680.00 

 

$800.0o x 52 = $41,600.00 

$41,600.00 / 12 = $3,466.00 

 

Gross Monthly Income = $3,466.00 

 

$680.00 x 52 = $35,360.00 

$35,360.00 / 12 = $2,946.00 

 

Net Monthly Income = $2,946.00 

 

 

The net monthly income will be used to subtract your *liabilities (on 

credit report) and *expenses (household bills etc) from. 
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2. Semi – Monthly Income:  24 pay periods ( You get paid twice a month 

on a specific date like the 1st and 15th or 15th and 30th etc) 

 

Example: Gross = $5,430.00 Net = $4,870.00 

 

$5,430.00 x 24 = $130,320.00 

$130,320.00 / 12 = $10,860.00 

Gross Monthly Income = $10,860.00 

 

$4,870.00 x 24 = $116,880.00 

$116,880.00 / 12 = $9,740.00 

Net Monthly Income = $9,740.00 

 

The net monthly income will be used to subtract your *liabilities (on 

credit report) and *expenses (household bills etc) from. 

 

Remember…..when you submit your package you may want to include 

a simple note detailing how you came about the calculations you 

submitted for gross and net income. 
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3. Bi-weekly Income: 26 pay periods (paid every two weeks) 

 

Example: Gross = $2,135.00 Net = $1,967.00 

 

$2,135.00 x 26 = $55,510.00 

$55,510.00 / 12 = $4,626.00 

Gross Monthly Income = $4,626.00 

 

$1,967.00 x 26 = $51,142.00 

$51,142.00 / 12 = $4,262.00 

Net Monthly Income = $4,262.00 

The net monthly income will be used to subtract your *liabilities (on 

credit report) and *expenses (household bills etc) from. 

 

Remember…..when you submit your package you may want to 

include a simple note detailing how you came about the calculations 

you submitted for gross and net income. 

 

I know that at least for now the math seems quite elementary but I’m 

sorry I still have to include the monthly calculations. We should never 

assume that a person knows. Assumptions are part of the problem……… 
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4. Monthly Income ( paid once a month) 

 

 

 

 

 

 

 

Example: Gross = $7,500.00 Net = $6,000.00 

$7,500.00 x 12 = $90,000.00 / 12 = $7,500.00 

Gross Monthly Income = $7,500.00 

$6,000.00 x 12 = $72,000.00 / 12 = $6,000.00 

Net Monthly Income = $6,000.00  

 

We have just covered the basics without add backs to the net and gross 

income for employees that receive a W2. This is the simplest way to calculate 

income.  

Remember….the bank will have your checks. If you miss something or there 

are any EXTRA calculations involving overtime etc they have to explain them 

to you.  

NEWS FLASH --- THEY SOMETIMES DIVIDE YTD BY PAYCHECK PERIOD!!! 
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ADDBACKS!!! 

Addbacks – Income taken from your net income that can be added back into 

your income. The bank will count this as part of your net 

You must be sure that when doing your budget that you don’t “double dip” 

because these items that you add back some have to be ZEROED out in 

expenses and liabilities. 

Example: Your paychecks net deposited into your main bank is $1,000.00 

You also have items from your gross deducted that are not medical, state, 

federal taxes etc. 

Garnishment = $25.00 = liability 

Child support  = $200.00 = liability 

Allotments to other banks = $150.00 – neither liability or expense 

Flex spending = $25.00 = expense 

Ch 13 BK without arrears = $75.00 = liability 

401k loan = $75.00 = liability 

IRS tax lien $25.00 = liability 

Ch 13 BK with arrears $25.00   If car loan, IRS, or HOA lien = liability 

401k contribution $100.00 = expense 

Total income banks calculate as net = $1,700.00  

(do math from $1,700.00 number x26, x24, x52, x12 etc) 

All yellow items should be zeroed out under liabilities (credit report) 

An expense would not be considered a savings. 



35 
 

The truth about income math is that it is not consistent and 

calculating future income is truly impossible….Anyone beg to differ? 

 

 

 

 

 

 

 

This section of math covers those that are 1099 employed, receive non 

taxed commissions, self employed or own their own business and give 

themselves a paycheck. 

You may be known by some in the industry as those whose income is 

considered irregular. 

The easiest way to calculate your income is with a Profit And Loss 

Statement. (not everyone has an accountant) 

However sometimes the bank wants you to become really detailed and 

would like to see proof of the expenses you claimed or at least see the money 

claimed entering into an account. 

We have included a sheet that you can use to tally up those deposits and 

expenses for the month and the yearly calculations to coincide with your 

bank statements. 

Please note that your income is not typical of that used for tax purposes as 

most accountants zero out your income so that you owe less. The banks are 

only concerned with the true expenses of your business and not write offs. 
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These next 4 pages are simple profit and loss sheets that a novice could use 

to explain their income. The best way is to use your bank statements to 

prove the deposits and expenses. 

The first two sheets are filled out as an example. The second two sheets are 

blank and for your use if needed. 

The P&L sheets must match the amount from your statements. 

The easiest way to show the bank is by placing on the first page of your bank 

statement in an open space preferably under name and address and above 

the beginning of actual statement the income information. 

Patel Yellow Horse DBA Lawn Care By Patel 

11 Wall Street 

New York NY 10005 

 

Total Biz Deposits March  $2,500.00 

Total Biz Expenses March $350.00 

 

Period March 1st – March 31st 2012  

 

This is the amount that you will place on your Monthly profit and loss 

statement along with your name, business name signature and date. 

Most people that receive a 1099 their expenses will be ZERO (0) as all of the 

income will be considered household and not business. 

REMEMBER …..ONLY BUSINESS EXPENSES AND DEPOSITS….. 
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The next step is to circle the deposit amounts and label them accordingly. 

You will do the same with the expenses. Try to be as uniform as possible. We 

know that sometimes you may have deposited other income with your self 

employed income. We also know you may have done the same with an 

expense. 

Explain it in the comments section if needed and also break it down on the 

labeling within your bank statements 

Deposit 3/3/12                        (BD)  Biz Deposit             $1,100.00 

Withdrawal 3/3/12  (BE) Biz Expense        $125.00 

Withdrawal 3/5/12      $50.00 

Withdrawal 3/7/12      $60.00 

Deposit 3/15/12   BD   $750.00            $900.00    $150 found on street 

Withdrawal 3/17/12      $150.00 

Deposit 3/18/12   BD    $500.00 

Withdrawal 3/18/12   BE   $125.00 

Withdrawal 3/24/12      $75.00 

Chargeback 3/24/12      $25.00 

Deposit 3/24/12       $80.00 

This may be a lot of work but it is well worth it in order to insure the banker, 

lender, servicer or investor understands your income. 

They need every page of the statement in numerical order even if 1t is blank 

or has the bank info, addresses, fax numbers, locations etc…. 

They prefer 6 months and in some cases a year’s worth 
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The banks all have different ways of calculating income. When you are 

talking with your loss mitigation representative it is wise to have that 

person explain their particular method to save you some time. 

 

We have found it easiest the last month of the year with the last 

paystub. You simply divide gross and net by 12 

 

Gross $65,000.00 / 12 equal monthly gross of $5,416.00 

Net $58,000.00 / 12 equal monthly net of $4,833.00 

 

The banks have various ways of calculating the percentage of 

overtime, commissions, bonuses etc to adjust the numbers. 

Remember get as much information as possible in regards to how your 

specific servicer does its math….. 

The next pages will be examples of a complete budget and then we will 

move on to the next chapter… 
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The gross income and net income sections are taken from your math 

calculations. This budget is sufficient for a servicers, investors 

review…. 
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The above budget is available on the excel spreadsheet and will 

automatically calculate the values. 

The affordable mortgage payment is the amount you have left over after all 

expenses and liabilities are subtracted from your net income.  

The only liability from your credit report that will not be calculated as a 

deduction is the first and second mortgage etc… 

The above example shows that this person has no income left after all 

deductions. In most cases they will be considered for a 3-6 month 

*forbearance plan. (*GOOGLE) 

 

 

 

 

A forbearance plan is used when you don’t have enough income and the 

bank lowers your payments a set number of months in hopes of your income 

increasing and stabilizing. 

The difference in the forebeared payment and original payment will be 

added back into the principal as well as the balance of the previous 

payments that were missed. 

EX.  

Actual Payment = $1000.00 Forebeared Payment $800.00 for 3 months.  

$600.00 is the amount owed after 3 payments. Borrower missed total of 10 

full payments. $10,600.00 added to principal and modification based on new 

principal amount following waterfalls………………… 
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Chapter 6. Waterfalls 

 

 

 

 

 

What are waterfalls?  

Waterfalls are the various methods banks use to assist you with an affordable 

payment. I have included the typical order the banks and investors go by to 

insure their bottom line remains at least a bit in the black. (Positive) 

1. Capitalize Arrears ( adds all back payments and penalties to principal 

balance ) 

2. Reduce Interest Rate (reduces rate in hopes of new principal being 

affordable with lower rate.) 

3. Increase Term ( Add years to the mortgage to reach 30 or 40 

depending on investor or servicer guidelines ) 

4.  Reduce (Forbear / Forgive) Principal ( lower the capitalized principal 

by industry standard of up to 30% to reach closest market value  ) 

The servicers / investors can use all of these methods or a combination of 

them to assist you with an affordable payment. There are many trains of 

thought that say one may be better than the other but the truth of the 

matter is that as long as your payment is affordable and it aligns with your 

long term goals……….Go For It…… 
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Chapter 7: Insurers & Investors  

 

 

 

Federal Housing Authority – FHA. Many people are under the false 

assumption that FHA is an investor. FHA is an insurer and will insure the 

home’s value up to a percentage. When a homeowner defaults the bank, 

servicer, or investor that entity will be insured for their loss. 

The borrower usually pays a periodic or upfront Mortgage Insurance 

Premium (MIP) that assists the FHA in times of borrower default if the home 

is beyond modification, refinance or a sale where the proceeds are sufficient 

enough to satisfy the debt. 

Most banks depending on the area you live, amount of equity you have, how 

long you have paid on time, may opt to fight for foreclosure if the insured 

amount they will receive would offset a true loss.  

One way to combat this is by having a complete modification packet with all 

U.S Treasury guideline docs correct with a bona-fide hardship and true 

income documentation. It does not matter who your servicer is as long as 

your documentation is correct. Many homeowners have a hard time because 

of their lack of industry knowledge and experience in the person assigned to 

their account. 

If everything is reviewed and you qualify for a HAMP modification you must 

complete a trial payment plan by making three payments on time. If you 

miss or are late on any of those payments you are no longer eligible for an 

FHA-HAMP mod. The bank can then offer if available an in-house 

modification program as a last resort. 
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Veterans Affairs – VA. VA is also an insurer and follows the same guidelines 

that are used in FHA HAMP modification assistance.  The VA Regional Loan 

Center at 877 827-3702 or the website www.homeloans.va.gov will be able to 

assist you with more in depth information on their programs. 

 

A standard HAMP modification consists of 4 steps that must be completed 

in sequence. 

1. Capitalization 

2. Interest Rate Reduction 

3. Term Extension 

4. Principal Forbearance 

Remember HAMP is trying to reach 31% of your gross income to show 

affordability. 

In some cases this scenario is perfect. In other cases 31% of your gross 

income is far below what a servicer will need to make your loan work for 

both you and its stockholders. 

 

 

http://www.homeloans.va.gov/
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Ginnie Mae – Insurer: Government National Mortgage Association 

 

 

 

 

 

 

 

Ginnie Mae insures loans and are pools of loans securitized as mortgage backed 

securities. They follow FHA guidelines and are made up of more first time homebuyers 

and low income borrowers.  

GNMA is a U.S. Government Corporation within HUD. The mortgages that are created 

and passed through them to investors are backed by the full faith and credit of the U.S 

government. (Have you seen the governments credit report?)  

So basically this is how it works: When you apply for a mortgage and you are a first time 

homebuyer or are of low to moderate income the lender may use the guidelines set forth 

by Ginnie Mae to approve you. This will allow the lender to sell your loan on the 

secondary market to insure it has other income to loan to new housing borrowers. 

If you are interested in finding out more about GNMA and how it works the below video 

should assist you. 

http://fms.ginniemae.gov/gnma2.html 

The official website is 

http://ginniemae.gov/pages/default.aspx 

  

http://fms.ginniemae.gov/gnma2.html
http://ginniemae.gov/pages/default.aspx
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Fannie Mae – Investor:  www.efanniemae.com  

 

 

 

 

 

An investor is simply an entity or person who owns your loan. Fannie Mae 

and Freddie Mac are both investors as well as your bank and overseas 

organizations in some cases. It is very important that you find out who the 

investor of your loan is. Investors are like a parent. If you tell your child not 

to let anyone in they of course you hope will not let anyone in. If a person 

insists the child (Servicer or bank you make your payments to) has to 

contact the parent (Investor) for approval. The parent of course can override 

the restrictions set forth that the child must follow. 

The website used to find out if Fannie Mae is your investor is below. 

https://knowyouroptions.com/loanlookup  

Fannie Mae follows the standard waterfall from chapter 6 and in some cases 

will work out better for you when it comes to a payment that you can afford. 

The servicer (bank or entity that you make your payment to) is always the 

first step in submitting your file for a modification. Fannie Mae will update 

their guidelines to assist you from time to time. The following link goes more 

in depth about their standard modification assistance. 

https://www.fanniemae.com/content/job_aid/implementing-standard-

modifications.pdf 

This website will insure after studying that you can become an expert in the 

proper submittal and forms used if you need to have your file escalated. 

http://www.efanniemae.com/
https://knowyouroptions.com/loanlookup
https://www.fanniemae.com/content/job_aid/implementing-standard-modifications.pdf
https://www.fanniemae.com/content/job_aid/implementing-standard-modifications.pdf
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Freddie Mac – Investor: http://www.freddiemac.com/   

 

 

 

 

 

 

 

Freddie and Fannie are like brothers and sisters when it comes to the 

guidelines they follow for assistance. They are very similar. In order to 

determine if your home is owned by Freddie Mac visit the website below. 

https://ww3.freddiemac.com/loanlookup/?intcmp=LLT-HPstep1 

Remember, the servicer is always the first to go through for a modification. 

In some cases Fannie and Freddie will reach out to you after you are 91 days 

into delinquency. In cases such as that it is ok to go through them as 

technically they are the parent (Investor) of your loan. They also have 

provided a set of rules if you need to go more in depth into their process. 

http://www.freddiemac.com/learn/pdfs/service/std_strm_mod.pdf  

Fannie and Freddie own at least 50% of all mortgages today. Many people 

still have no idea of what Fannie and Freddie were designed to do. The below 

article will shed a bit of light upon that subject. 

https://www.americanprogress.org/issues/housing/report/2012/09/06/36736

/7-things-you-need-to-know-about-fannie-mae-and-freddie-mac/ 

 

http://www.freddiemac.com/
https://ww3.freddiemac.com/loanlookup/?intcmp=LLT-HPstep1
http://www.freddiemac.com/learn/pdfs/service/std_strm_mod.pdf
https://www.americanprogress.org/issues/housing/report/2012/09/06/36736/7-things-you-need-to-know-about-fannie-mae-and-freddie-mac/
https://www.americanprogress.org/issues/housing/report/2012/09/06/36736/7-things-you-need-to-know-about-fannie-mae-and-freddie-mac/
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Banks and Private Investors 

 

 

 

 

 

 

 

 

They make up the majority of the mortgages left and your present servicer knows who 

they are. This information is needed once you have been denied for no apparent reason. 

In most cases you will have to send in a “Qualified Written Request”. I have provided an 

example that you may use on the next page. 

Some servicers have what is called “Delegated Authority” which means that they have the 

power to make the decisions the parent (Investor) have provided. If your servicer has this 

authority the investor has already allowed them to offer you their final terms in 

assistance. 

Some people may have their mortgage serviced by Bank of America but the owner 

(Investor) may be Wells Fargo. Some investors may also be the servicer but they are 

different departments. This means if Citibank is the servicer (who you pay) and also the 

owner (Investor) you will have to submit an additional file to the investor if the servicer 

denies you for no logical reason. (Yes, of course that is illogical but remember you are 

working with the financial system) 

Some investors are from different countries that invest in mortgage backed securities and 

will not allow a modification beyond what the servicer provides. There are many reasons 

with incorrect or expired paperwork being submitted as number one that you may have a 

hard time reaching a solution. 

We can help you with that. 
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Qualified Written Request - Section 6 of the Real Estate Settlement Procedures Act 

(RESPA).  

I ______________________________________ currently have a mortgage loan being serviced with 

your firm. I am requesting in writing information on whom the investor of my loan is. 

The following information contains the details of my loan. 

 

Loan number  __________________________________________________________ 

Address  __________________________________________________________ 

City  __________________________________________________________ 

State  __________________________________________________________ 

Zip Code __________________________________________________________ 

 

I am requesting the information on who is the investor of my loan and this letter serves as the 

Qualified Written Request. 

Borrower Printed Name __________________________________________________ 

Borrower Signed Name __________________________________________________ 

Last 4 (SS)  ___________________________________________________ 

Date   ___________________________________________________ 

  

Co-Borrower Printed Name ________________________________________________ 

Co-Borrower Signed Name ________________________________________________ 

Last 4 (SS)               ____________________________________________________ 

Date   ____________________________________________________ 

 

I understand that under Section 6 of RESPA you are required to acknowledge my request within 30 days 

of receipt. 
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Chapter 8 - Most Common Denial Reasons 

1. Current and affordable. 

2. Current without a hardship 

3. Incorrect, missing or outdated paperwork 

4. Not enough income to support a payment 

5. Someone else owns the home 

6. You moved out of the home 

7. More than enough money in the bank to become current 

8. Spouse will not sign off on paperwork 

9. Has owned home less than a year 

10. Has received multiple modifications in the past 

11. Has defaulted on a trial payment 

12. Hardship not permanent and no imminent default present 

13. Missed to many payments 

14. Investor does not allow modifications. 

15. Representative inputting incorrect information 

16. Lack of knowledge of reviewers 

17. Homeowner gives up.  

The denial reasons are endless but the key is patience and looking into 

other forms of becoming current. 
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Chapter 9 - Options after sale. 

 

 

 

 

 

 

 

Well lets face it, sometimes no matter how hard you have tried or how well 

the paperwork was prepared you still may have to use your plan B. So let us 

explore a couple of options. 

In some cases an investor may purchase your loan. If the investor has 

purchased your home for a lot less than the bank was willing to offer you 

they may want to just resell it. 

They may just want to rent it out before re-sell. The investor will likely send 

a realty agent over to handle things as they may be from out of town. The 

realty agent will have a simple plan that the investor wants to carry out but 

investors are open to things that make sense. 

Money makes sense to investors. Remember that budget you prepared for 

the bank. Do you think that you could provide that budget showing your 

affordability getting the investor to perhaps lease with option to purchase 

within 3 years allowing you to find financing after the required two for a 

foreclosure. 

We have many options that you can share to get back on your feet. You may 

want to contact us for those options if you are facing a plan B. 



58 
 

Chapter 10 – Checklist & Websites  

1. 30 days of income 

(Last two paystubs if paid bi-weekly or semi-monthly) 

(Last 4 paystubs if paid weekly  

(Last paystub if paid monthly  

(SSI, Disability, Retirement, Unemployment, Child Support Court Docs etc ..AWARDS LETTER) 

  

(SELF EMPLOYED/1099/cash for services - Profit & Loss Statements, 6 months bank statements) 

  

(Room / Lease / Rental Agreements signed & dated with amount receiving)  

(Contribution Letter from household member with amount given along with income proof noted 

above for any contributor) 

  

2.   3 months bank statements all accounts (all pages even if blank or with bank contact info) 

  

3.   Mortgage Statement 

  

4.   Property Tax Bill 

  

5.   Property Insurance Declaration Page(s) 

  

6.   Home Owners Association / Condo Fee Bill 

  

7.   Previous Years tax returns all pages (2 years if before May 15th) 

  

8.    Utility Bill 

  

9.    4506T form (if filled out incorrectly can hold up file for months) 

  

10.    Hardship Letter (RMA = Request Modification Affidavit) 

  

11.  Household Budget / Credit Report and liabilities included from report 

  

12. Dodd - Frank 

  

13.  Any docs received from servicer / lender / bank / investor /hospitals /employers / courts. 

  

Number 9 through 12 are the docs closely associated with the servicers guidelines 

and should be 100% correct with no mistakes and cross outs. 
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Helpful Websites 

www.kenBIGblake.com  

www.annualcreditreport.com 

www.hud.gov 

http://pugahome.tripod.com/allbanks.htm 

http://www.makinghomeaffordable.gov/ 

http://www.irs.gov/ 

https://studentloans.gov 

http://www.socialsecurity.gov/ 

I am sure you may be able to find more websites that are specific to your 

situation. The key is to continue to learn, ask questions and find people that 

you can trust to guide you along the way. 

This manual is but a bit of ever changing information to at least give you a 

basic knowledge of what it takes to receive a modification. 

I work with many experts in financially related industries that call upon me 

as well as I them when needed to solve a challenge. I hope that I can assist 

you in yours….. 

Ken BIG Blake 

 

 

 

Know anyone looking to save their home? 

Know anyone interested in purchasing a home or investment property? 

Know anyone looking to earn extra income? 

http://www.kenbigblake.com/
http://www.annualcreditreport.com/
http://www.hud.gov/
http://pugahome.tripod.com/allbanks.htm
http://www.makinghomeaffordable.gov/
http://www.irs.gov/
https://studentloans.gov/
http://www.socialsecurity.gov/
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Never let your circumstances today dissuade you from a future that 

can be brighter tomorrow……Ken BIG Blake 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Training that incorporates your passions 

http://www.welivelifebig.com/

