Deed in Lieu of Foreclosure

What is a Deed in Lieu of Foreclosure?

If a homeowner is facing foreclosure, they can offer their property to the mortgage lender
instead. In exchange, the lender might cancel the homeowner’s debt, meaning the homeowner no
longer owes money on the mortgage. However, if the home sells for less than what’s owed on the
mortgage, there could be a remaining balance called a deficiency. The lender might agree to
forgive this remaining balance, but it’s important for the homeowner to negotiate this as part of

the agreement.

To qualify, the homeowner must prove financial hardship, and the property must generally be
free of other liens. This process is typically considered when the homeowner has exhausted other

options, such as loan modification or a short sale. Some of the advantages to this option are:

e Avoid The Negative Impact of a Foreclosure: foreclosures are advertised to the
public in a variety of ways including county websites, newspapers, property signs, bank
websites, real estate agents, Zillow, government agencies, public records, auction houses,

etc.
o Simpler Process: This option can be faster and less costly than a foreclosure.

o Impact on Credit: While a deed in lieu of foreclosure still negatively affects the

homeowner's credit score, it is generally less damaging than a full foreclosure.
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