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LEGAL NOTICE
The information herein represents the author’s current views as of the time of
publication. Because there are many factors that may change such views, the author
reserves the rights to alter such views based on the new set of conditions. 
The Publisher has strived to be as accurate and complete as possible in the creation of
this report.

Publisher assumes no responsibility for errors, omissions, or contrary interpretation of
the subject matter herein. Any perceived slights of specific persons, peoples, or
organizations are unintentional.

This book is not intended for use as a source of legal, business, accounting or financial
advice. All readers are advised to seek services of competent professionals in legal,
business, accounting, and finance field.

http://www.squidoo.com/discoverloanmodification

http://www.squidoo.com/discoverloanmodification


Loan 
Modification 

3

Table of Contents

1. Don’t Confuse Loan Modification with Refinancing!     

2. What You Need to Know About Loan Modification     

3. Tough Questions You Need To Ask Yourself before Requesting a 
Loan Modification on Your Mortgage     

4. Approaching Your Lender about a Loan Modification     

5. Asking Your Lender for Loan Modification Help     

6. How to Negotiate a Loan Modification     

7. Writing a Hardship Letter     

8. Buried in Paperwork:  T  he Forms you’ll need to apply for a Loan   
Modification      

9. How a Loan Modification May Affect Your Taxes     

10. The Loan Modification Timeline     

http://www.squidoo.com/discoverloanmodification

http://www.squidoo.com/discoverloanmodification


Loan 
Modification 

4

Chapter 1

Don’t Confuse Loan Modification with Refinancing!

There are a lot of different mortgage terms being thrown around 

these days, with loan modification and refinancing becoming two of the 

most popular.   If  you are looking for a way to slash your mortgage 

payments, you may be considering one of these two options.  But wait! 

It’s important to know the differences between them to  avoid getting 

into another mortgage mess. 

Loan Modification vs. Refinancing

It  can  be  easy  to  confuse  a  loan  modification  and  a  refinance, 

especially  since  both  are  designed  to  lower  your  current  mortgage 

payment, but there are some important differences to consider before 

applying for either:

1. Refinancing a mortgage requires you to reapply for a new loan – a 

modification doesn’t.  Modifying your current mortgage is simply a 

way  to  change  your  current  mortgage  contract  by  asking  for 
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either an extension of the loan terms; an interest rate reduction; 

or principle forgiveness, to help you reach a payment amount you 

can live with.  Since most people needing to lower their payments 

these days do not qualify for a new loan, refinancing may not be an 

option. 

2. Since you already hold a mortgage, loan modification rules are a 

lot  more  lax  than refinancing  a  loan,  making it  much easier  to 

negotiate new loan terms.   

3. There is a lot less paperwork involved in a loan modification than 

a refinancing.  Remember all of that paperwork you had to fill out 

when you applied for your mortgage?  If you refinance you will 

have  to  resubmit  everything!   Depending  on  the  lender,  a  loan 

modification may not even ask you for your pay stubs! 

4. Refinancing a mortgage these days is tough!  It may sound crazy to 

think it’s easier to get a loan modified than to get a whole new 

mortgage,  but  it  is.   Refinancing  your  current  mortgage  will 

require equity in your house; a stable income; and a very good (if 

not great) credit rating. 
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If you are one of the millions of homeowners right now looking for 

ways to lower their monthly mortgage payment due to financial stress, a 

loan modification may be the better option.

Chapter 2

What You Need to Know About Loan Modification

How would you like to slash your mortgage payments by 10% … 

20% or even 50%?  Then you may want to consider asking your lender 

for a loan modification.  Of course, modifying an existing mortgage isn’t 

for everyone – it does some with some serious consequences.  But, if you 

are one of the millions of American families these days unable to make 

those monthly payments, it is definitely an option to consider.

Maybe  you’ve  heard  the  term  loan  modification,  but  you  aren’t 

exactly  sure  what  it  entails.   In  its  most  basic  form,  mortgage 

modification is a permanent change to your loan agreement designed to 

bring your payments down due to some sort of long-term financial crisis.
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There  are  several  ways  in  which  a  mortgage  can  be  altered  in  a 

modification:

1.  By extending the life of the loan.   Let’s say that you are five years 

into a 25-year mortgage and you suddenly become disabled.  Maybe you 

have enough income to keep your house as long as you can lower your 

monthly payments.  Your lender may be agreeable to extending that 25 

year loan to a 40-year term in order to get those payments low enough 

for you to afford. 

2.  By lowering your interest rate.  Adjustable subprime rate loans have 

gotten a lot of people into trouble in recent years.  As interest rates 

skyrocketed,  so  did  their  payments,  leaving  many  unable  to  keep  up. 

More and more lenders are now realizing the benefit of offering these 

homeowners  a  lower  permanent  rate  in  order  to  keep  them  in  their 

homes and up-to-date with their payments. 

3. Forgiving late payments, penalties and interest.   If you are one of 

those homeowners who fell behind on your mortgage payments due to a 

job loss,  only to discover that the penalties,  interest and late fees 

were adding up faster than you could pay them once you got back on 
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your financial feet,  you may qualify for forgiveness of these add-on 

fees through a loan modification. 

4.   A  partial  loan forgiveness.   It’s  not  very  common,  but  sometimes 

lenders will forgive a portion of a borrower’s loan if they believe the 

homeowner  can  keep  their  account  current  in  order  to  avoid 

foreclosure.  

Of  course,  knowing  the  different  types  of  loan  modifications 

available is only the first step in the process.  Here are a few other 

things you must consider when seeking this type of mortgage help:

• Whether or not your loan qualifies for modification.  In the past 

only  loans  held  by  the  original  mortgage  lender  qualified  for 

modification.  That rule is slowly changing, however, making this 

option available to more borrowers than ever before.  Still, there 

are strict qualifications for loan modification, so check with your 

lender to see if you even qualify.

• There  are  no  laws  requiring  a  lender  to  offer  modification 

assistance, no matter what the circumstances.  Approval is under 

the sole discretion of the lender.   No one can make them do it.
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• Modifications  are  easier  to  get  than  refinancing  or  new loans. 

Depending on the lender, the process can be much easier, involving 

far  less  paperwork  and  financial  information.   Some don’t  even 

require that standard income/debt ratios be met as long as you can 

prove that you can handle the new payment.

• Loan modifications are not new loans!  They are a change to an 

existing loan. 

• Although there are some small fees required for a modification, no 

standard closing costs associated with most mortgages apply. 

Now that you better understand what loan modifications are all about, 

you will be better prepared to negotiate one for yourself. 

Chapter 3

Tough Questions You Need To Ask Yourself
Before Requesting a Loan Modification on Your Mortgage

Loan modification is a real buzzword these days, with millions of 

homeowners looking into this viable option for slashing their current 
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monthly  house  payments.   But,  not  every  mortgage  is  eligible  for 

modification, and some people may actually be hurt by it. 

To figure out whether a mortgage modification is right for you, begin by 

asking yourself these important questions: 

Does my loan even qualify? 

Unless your mortgage is still held by its original lender (and most 

aren’t),  the  odds  are  you  don’t  even  qualify  for  a  traditional 

modification.  Until this year, any mortgage that had been sold to a new 

loan provider couldn’t even request a modification of terms.  Although 

this rule has been eased up a bit due to the current financial crisis, 

there is still no guarantee that you can even apply through a secondary 

lender. 

The best way to see if your loan qualifies for modification is to ask your 

lender. 

Am I behind in my mortgage payments?  
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