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Introduction 
 
 
Prospective Client,  
 

In light of the current market, I have opened back up my Short Sale 
Division.  During the 1990s, I co-founded a Short Sale Division within First Team 
Real Estate.  During that time our division successfully processed over 100 
short sales with almost every major Lender in California.  The division was also 
responsible for educating many agents within our Company on listing and 
buying short sales.  I want to reassure you that my short sale department’s skill 
level is the highest in the industry.  We will maintain the same professionalism, 
honesty and reliability that my reputation has been built on for the last 15 
years.   
 
 Inside this packet you will find information necessary to begin the short 
sale process.  There is also documentation included that will help you better 
understand what a short sale is and the foreclosure process.  Please review 
the information in this packet and call me if you have any questions.  Your 
state of affairs and the information that you provide will be kept absolutely 
confidential.  Thank you for placing your trust in us to help you with this 
sensitive situation.  
 
 
 
Sincerely,  
 
 
 
Doug Echelberger 



 

Short Sale 
In real estate, a short sale refers to the sale of a property in which the sale price is 
insufficient to pay off all encumbrances and pay the expenses of the sale.  If the Lender 
is convinced that the owner, for various reasons, is unable to continue making the 
payments, the Lender will often agree to take less than the full amount owed to allow 
the sale to close escrow.  The incentive for the Bank to approve a short sale is to have 
the property sell before the loan becomes a problem account on their books.  

Before a Lender approves a short sale they will make two key decisions.  First, can the 
owner afford to continue making the payments on the property?  If they can there is no 
reason for the Bank to take the loss.  In this case, the Bank may be willing to proceed 
with a short sale, but will most likely ask the borrower to sign an unsecured note for the 
difference or the loss.  Second, will approving the short sale leave the Bank in relatively 
the same position as they are likely to be in by going though the foreclosure process and 
then selling the property?  If the Bank can do significantly better by foreclosing they are 
likely to do so.  

The Seller must not receive any sale proceeds for themselves.  In most cases, there is no 
out of pocket expense for a Seller to execute a short sale.  

If there is a junior lien holder the discounts can be substantial, sometimes as high as 90% 
or more.  Question two is the primary determinant here.  If the senior Lender forecloses 
the junior may get nothing so they may take a deep discount to get something out of 
the property.  

Short sale Sellers need to be careful and understand the income tax implications.  The 
Seller may end up with taxable income equal to the amount of debt that is forgiven 
which is commonly referred to as “Phantom Income”.  Recently, the Mortgage 
Cancelation Relief Act of 2007 was passed by President George W. Bush.  The Act was 
designed to waive this “Phantom Income” for the years 2007, 2008 and 2009.  The 
Federal Government has since extended this waiver through the year 2012.  Anyone 
considering short sale or foreclosure must seek the advice of competent legal and tax 
advisers before entering into the transaction or letting your home go to foreclosure.  Be 
aware too that if the home goes to foreclosure, a 1099 is received for the FULL amount 
of the mortgage, plus late fees, legal fees, etc.  Every individual situation is different so a 
CPA or Tax Attorney should be consulted.  The Seller may also end up with adverse 
entries on their credit in either situation. 



 

Short Sales are not a part of real estate basic training.  An experienced Realtor is a 
required to handle the complex transaction.  A Realtor must list the home, market the 
home, negotiate with the Lender, negotiate with the Buyers and successfully close the 
sale.  Lenders will pay a reasonable selling commission so Realtors have an incentive to 
get involved in short sale situations.  The price, terms, closing costs and Broker 
commissions are always subject to Lender approval.  The Realtor will ask for a full 
commission, but in almost every case total commission will be between 2-5% total.  

The basic requirements for a short sale are a Listing Agreement with a Realtor and a 
Sales Contract from a Buyer which are submitted to the Lender along with a Hardship 
Letter from the Seller explaining why they cannot continue to pay the mortgage and 
supporting documents such as tax returns, bank statements, information and photos of 
the home and the Comps, or comparative home prices supporting the offer.  The way 
mortgages are sold the mortgage holder can be located anywhere and not be aware 
of local real estate conditions.  If the package is complete, the Lender will order a BPO, 
or Broker's Price Opinion, from an independent Realtor.  This BPO is the key to the whole 
process.  If it is too high, the Lender will not accept a low offer.  Sometimes your Realtor 
can meet with the Agent doing the BPO and offer information supporting the offer, such 
as the average time on market of comparable homes, recent selling prices and point 
out any defects in the home.  The sales contract should specifically state that the offer is 
contingent on the Lender accepting the purchase price in full and forgiving the Seller 
deficiency on the mortgage.  The benefit of a short sale is that when Lenders agree to 
allow a short sale and the transaction is completed, all mortgages owed against the 
property are settled.  If the property is let go to foreclosure, some debt may still follow 
the borrower even after the foreclosure sale.   

The process does take time and Lenders are overloaded.  2-3 months is very common for 
a Lender to respond to an offer on the property, however, Lenders do have the ability to 
delay the foreclosure sale if there is an acceptable offer on the table.   

The short sale is a detailed but fairly straightforward process that can work to benefit 
Buyer, Seller and even the Lender.  The Buyer gets a good price on a home, the Seller 
gets to avoid the disruption and credit hit of a foreclosure, and the Lender avoids the 
delay and expense of foreclosing on a property they don't want to own and that would 
negatively impact their ability to make more loans.  

 
 
 
 



 

Short Sale Documentation 
The follow documents will be required from you to proceed forward with a 
short sale on your property.   Your Lender needs to get a clear picture of why 
you are applying for the short sale.  We are required to have all of these 
documents in our file before we can proceed.  You may provide a single 
copy of the documents if you have two Lenders.  If you do not have access 
to a copy machine, we will make copies of your documents and return the 
originals to you.   

  
1. Lender Authorization Letter. (included in packet) 

This gives our Short Sale Division the ability to talk directly with your 
Lender.  We have included two letters in case you have two Lenders. 

2. Escrow Authorization Letter. (included in packet) 
This gives our Escrow Company the ability to order payoff demands 
from your Lender, Association and any other financial, non-financial or 
service provider during the escrow process..  

3. Hardship Letter. (example included in packet) 
The hardship letter is the core of the short sale packet.  This letter 
explains the reason you are applying for a short sale.  The Lender wants 
to know the reason you cannot pay your mortgage and have to sell 
your home.  This is an emotional letter and should clearly explain your 
state of affairs.  The letter must be signed and dated.  

4. Two months of your paycheck stubs. 
5. 2 year’s 1099s or W2s, if applicable.  
6. The last 2 years’ tax returns that you have filed. 
7. Request for Copy of Tax Return Form 4506 completed and signed. 

(included in packet) 
8. 3 months’ bank statements for all of your accounts. 
9. Financial Information Sheet.  (included in packet) 
10. Statement of Information. (included in packet) 

This is used to provide the Title Company with your personal information 
to verify whether any liens or encumbrances against the property 
actually belong to you.   

11. Loan and Association Information Form.  (included in packet) 
12. Docusign Authorization Form. (included in packet) 
13. Copy of your latest mortgage statement on each loan against the 

property.  
 



 

 

Hardship Letter Example 
Pursuant to your request, accompanying this letter are the documents 

you requested for our Short Sale package. Thank you again for your time 

when evaluating this information. Should you have any questions, you may 

contact our realtor, Doug Echelberger, directly.  His telephone number is 

(949) 498-7711.  As I have informed many WAMU representatives over the 

course of the last several months, this year has been beyond the most difficult 

one we have ever had to endure. We are grateful for our health and that we 

are together as a family, however this has been a year filled with enormous 

loss. The situation and circumstances bringing us to this point is so much more 

convoluted and detailed, it is difficult to summarize in just a few short 

paragraphs. However, I will give you the abbreviated version.  In July of this 

year, my husband suddenly and unexpectedly lost his job. Since that time, 

trying to secure another job with comparable pay has proved to be next to 

impossible.   Out of work for almost 3 months and with our savings depleted 

and no prospects in sight, my husband took a position earning a substantially 

lesser salary. While initially we may have relied on equity from the investment 

of our home to pull us through this financial crisis, the housing market today 

speaks for itself. Sadly, our home today is worth less than what we paid for it. 

With our expenses exceeding our newly reduced income and the company 

that my husband used to work for refusing to reimburse us for thousands of 

dollars in outstanding business expenses incurred by us personally, or honor 

the stock we hold, we essentially have been forced into bankruptcy. We 

have had to voluntarily surrender our cars, liquidate and sell off many of our 

assets and struggle to meet our financial obligations. 



 

 Regrettably we have been unable to do so and are dealing with the 

ramifications accordingly.  Of all the losses we have incurred to date, the 

greatest one looming is that of our home, my dream home. Our hearts and 

souls were poured into this home with long term plans of a place where we 

had envisioned living and raising our children for years to come.   Financially, 

mentally and emotionally our lives have been ripped apart and shattered.   

While there is a certain measure of shame and embarrassment associated 

with the current state of our financial affairs, we will not let our own pride 

hinder our sense of integrity.  We are attempting to do all that is possible to 

mitigate our loss as well as the exposure of our lender.  That being said, we 

are proceeding with the short sale and hope this matter will be resolved to 

the satisfaction of all parties.   If a sale ends up not being possible under the 

time constraints given, we would like Washington Mutual to consider a deed 

in lieu of foreclosure. Please keep us apprised as to what our options are. 

Thank you again for your time and attention to the above.   

 
 
January 1, 2007 
 
 
Sincerely,  

 
Doug Echelberger 
 
 
 
****All hardship letters must be signed and dated****  



Lender Authorization Letter 
 

 

Date: __________________________________ 

To:  __________________________________ 

From: __________________________________ 

  

RE:  Short Sale 

Loan #:  _______________________________________ 

Social Security #: _______________________________________ 

 

To whom it may concern: 

 I hereby authorize my real estate agent Doug Echelberger, his assistant Brittany 
Davis, and escrow officer Tracy Scott to discuss my loan and file with you in order to 
proceed forward with a “Short Sale”.  We owe more on the home than the current 
value of the property and we are attempting to complete a “Short Sale”.  Below I have 
listed the contact information for my agent and escrow company.  Please have all 
further communication go directly through my agent and contact me if you have any 
questions.  

Sincerely,  

 

Borrower     Co-Borrower 

My agent’s and escrow officer’s contact information: 

Doug Echelberger 
First Team Real Estate 
407 N El Camino Real 
San Clemente, CA 92673 
Direct: 949.498.7711 Ext. 1 
Fax: 949.369.9040  
Email: doug@echelberger.com 
Assistant: Brittany Davis 949-498-7711 ext . 2 
Email: brittany@echelberger.com 

Tracy Young Scott 
Coast Cities Escrow 
Branch Manager/Sr. Escrow Officer  
Office:  949.498.0777  
Fax: 949.498.0707  
Email: tracyscott@coastcitiesescrow.com 
 



Lender Authorization Letter 
 

 

Date: __________________________________ 

To:  __________________________________ 

From: __________________________________ 

  

RE:  Short Sale 

Loan #:  _______________________________________ 

Social Security #: _______________________________________ 

 

To whom it may concern: 

 I hereby authorize my real estate agent Doug Echelberger, his assistant Brittany 
Davis, and escrow officer Tracy Scott to discuss my loan and file with you in order to 
proceed forward with a “Short Sale”.  We owe more on the home than the current 
value of the property and we are attempting to complete a “Short Sale”.  Below I have 
listed the contact information for my agent and escrow company.  Please have all 
further communication go directly through my agent and contact me if you have any 
questions.  

Sincerely,  

 

Borrower     Co-Borrower 

My agent’s and escrow officer’s contact information: 

Doug Echelberger 
First Team Real Estate 
407 N El Camino Real 
San Clemente, CA 92673 
Direct: 949.498.7711 Ext. 1 
Fax: 949.369.9040  
Email: doug@echelberger.com 
Assistant: Brittany Davis 949-498-7711 ext . 2 
Email: brittany@echelberger.com 

Tracy Young Scott 
Coast Cities Escrow 
Branch Manager/Sr. Escrow Officer  
Office:  949.498.0777  
Fax: 949.498.0707  
Email: tracyscott@coastcitiesescrow.com 
 



 

PROPERTY & LENDER INFORMATION  
SELLERS NAME: 
 
PROPERTY ADDRESS: 
 
 
ARE YOUR TAXES CURRENT   YES   NO LAST PAID: 
HOA#1 DUES AMOUNT: 
 
PAID (  ) Monthly 
          (  ) Quarterly 
          (  ) Annually 
 
DATE LAST PAID: 

HOA#2 DUES AMOUNT: 
 
PAID (  ) Monthly 
          (  ) Quarterly 
          (  ) Annually 
 
DATE LAST PAID: 
 

 
FIRST TRUST DEED HOLDERS NAME: 
LOAN # CONTACT NAME: 
DATE LAST PAID: CONTACT PHONE: 
 

SECOND TRUST DEED HOLDERS NAME: 
LOAN # CONTACT NAME: 
DATE LAST PAID: CONTACT PHONE: 
 

THIRD TRUST DEED HOLDERS NAME: 
LOAN # CONTACT NAME: 
DATE LAST PAID: CONTACT PHONE: 
 

JUDGEMENT CREDITORS NAME: 
REF # CONTACT NAME: 
DATE LAST PAID: CONTACT PHONE: 
 
 

IRS LIEN BALANCE: STATE LIEN BALANCE: 
 
 

OTHER LIENS/JUDGEMENTS: 
 
 
 
 
 

 



Doug
Typewritten Text

Doug
Typewritten Text
Financial Information Sheet













Electronic Signature Authorization 
 
 
 
To whom it may concern:  
 
I agree that the signature and initials I have selected on Docusign will be the electronic 
representation of my signature and initials for all purposes when I or my agent, Doug 
Echelberger, use them on documents, including legally binding contracts - just the 
same as pen and paper signature or initials.   My Docusign signature is represented 
below.  
 
 

Borrower Docusign Signature:_______________________   Borrower Docusign Initials:_____________ 

 

Borrower:    ________________________________________  Date:   __________________ 

 

 

Borrower Docusign Signature:_______________________   Borrower Docusign Initials:_____________ 

 

Borrower:    ________________________________________  Date:   __________________ 
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