
Step-by-Step Guide to Exiting Your Florida 
Home via Short Sale (and Preserving 
Equity) 
Introduction: 
Facing the prospect of selling your Palm Coast, Florida home with minimal equity can be 
stressful, especially as you burn through savings to stay current on the mortgage. When a 
traditional sale at break-even is proving difficult, a short sale or other exit strategy may help you 
avoid foreclosure and long-term financial strain. A short sale means selling the home for less 
than the mortgage balance, with the lender’s approval, in order to avoid a foreclosure. While you 
won’t retain ownership, a successful short sale can prevent a foreclosure from hitting your credit 
(though any late payments and the short sale itself will still be noted) (Orlando Short Sale 
Attorney). Florida is a judicial foreclosure state, meaning foreclosures go through the courts and 
can be costly and time-consuming (Orlando Short Sale Attorney). Lenders often prefer to 
approve a short sale rather than endure the expense and delay of foreclosure, even if it means 
accepting a loss (Short Sale vs. Deed in Lieu of Foreclosure | The Law Offices of Justin 
McMurray, P.A. - Ocala). This guide will walk you through the short sale process step-by-step – 
from contacting your lender to closing – and discuss ways to preserve any remaining equity, 
protect your credit, and consider alternatives like deed-in-lieu or loan assumptions. 

Important: Even if you are current on your mortgage (not yet delinquent), you can still pursue a 
short sale in many cases. Typically, lenders expect a default before approving a short sale, and 
many will not consider it until you’ve missed payments (FAQs About Short Sales in Florida - 
Loan Lawyers) (How Does a Short Sale Affect Your Credit?). However, this is not an absolute 
rule – some Florida homeowners have completed short sales without ever missing a payment, 
by demonstrating a genuine financial hardship and imminent inability to continue paying (Short 
Sale Negotiation - Diamond Law Group). Staying current as long as possible will minimize credit 
damage. The key is to be proactive and transparent with your lender about your situation. Time 
is of the essence: you want to execute an exit strategy before you run out of cash and before 
any foreclosure process advances. 

Below is a comprehensive, step-by-step plan to navigate a short sale or related exit options, 
with special attention to Florida procedures and how to preserve any remaining equity. 

Step 1: Assess Your Financial Situation and Options 
Evaluate Your Equity: Start by determining exactly how much equity (if any) you have in the 
home after accounting for selling costs. With only an estimated $10K–$15K equity remaining, 
calculate your likely net proceeds if you sold at the current market value. Don’t forget to subtract 
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typical closing costs: transfer taxes, title fees, and any buyer’s agent commission (even on a 
flat-fee MLS listing, you likely offered a commission to the buyer’s agent). If a standard sale at 
the current list price would at best break even or yield only a few thousand dollars, you have 
very little cushion – any further price drop would put you “underwater” (owing more than the 
home is worth). In that case, a short sale might be necessary if you can’t sell at a high enough 
price to cover the mortgage in full. On the other hand, if there is a chance to sell above your 
payoff amount (thus preserving that $10K–$15K equity), a traditional sale is preferable to a short 
sale. Exhaust all standard selling efforts to get a market-value offer before resorting to a short 
sale, since a normal sale will allow you to pay off the loan and possibly keep some money. 

Consider Your Hardship and Imminent Default: Ask yourself why you need to exit now. 
Lenders will require a legitimate financial hardship to approve a short sale. Common hardships 
include loss of income/job, medical bills, divorce, disability, or other circumstances that make the 
mortgage unaffordable. If your hardship is simply that the house is draining your savings each 
month, document how and when this will become unsustainable. Being current on payments 
now doesn’t mean you can continue indefinitely – perhaps you foresee depleting your funds in a 
couple of months. This situation is known as an “imminent default,” and some lenders will 
consider a short sale on that basis (even before payments are missed) if you make a compelling 
case (FAQs About Short Sales in Florida - Loan Lawyers). Be honest about your finances: if you 
have other substantial assets or cash reserves, the lender might expect you to contribute those 
to cover any shortfall rather than approve a short sale. (For example, a large savings account or 
investments will undermine a claim of hardship (FAQs About Short Sales in Florida - Loan 
Lawyers).) On the flip side, if your hardship is strong (job loss, medical emergency, etc.), note 
the details and dates, as you’ll need to explain it in writing to the bank. 

Explore Alternatives to Preserve Equity: Before diving into the short sale process, consider if 
any alternative solutions could help you exit the home and potentially preserve more of your 
equity or minimize damage: 

● Loan Assumption or Buyer Takeover: Does your mortgage allow assumption? Many 
FHA, VA, and USDA loans are assumable, meaning a qualified buyer can take over 
your loan’s balance and interest rate (Does a Seller Have an Assumable Mortgage? | 
Florida Realtors). If you have a low interest rate on your mortgage, advertising it as 
assumable could attract buyers who are willing to pay closer to your loan balance (since 
they benefit from the cheaper financing). This could help you sell at a price that covers 
the debt and maybe even yields a small equity payout to you. Check with your lender if 
your loan is assumable and what the process is. VA and FHA loans typically are, though 
the buyer must qualify and any equity “gap” (difference between the loan balance and 
purchase price) would need to be paid in cash or secondary financing (Does a Seller 
Have an Assumable Mortgage? | Florida Realtors). Offering an assumable loan in 
today’s higher-rate environment can be a big marketing hook to get a better price. 
 

● Refinance or Loan Modification: If your interest rate or payment is the main issue, see 
if the lender offers a loan modification to reduce the burden. However, if your goal is to 
exit the home, a modification (or refinance) might not make sense unless it enables you 
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to rent out the property for positive cash flow or buy time for values to increase. Given 
your urgent need to relieve the financial strain, refinancing or modifying likely isn’t a 
complete solution – it doesn’t get you out of the house, and it may not be feasible if your 
income/credit has taken a hit. 
 

● Renting Out the Home: In some cases, renting the property could cover most or all of 
the mortgage payment, buying you time and preserving the possibility of future equity. 
But being a landlord comes with risks and hassles, and if rents don’t fully cover 
expenses, you could still be bleeding cash. Also, if the market is declining, holding the 
home longer might reduce equity further. This is only a viable alternative if you can 
command high rent or if you want to keep the home long-term (which it sounds like you 
do not). Given the scenario, renting might be a long-term strain as well. 
 

● Deed-in-Lieu of Foreclosure: This is essentially a backup plan if a short sale fails. In a 
deed-in-lieu, you voluntarily transfer the property title to the lender to satisfy the debt 
(the lender takes ownership, and you walk away). Lenders usually consider a 
deed-in-lieu only after you’ve made a good-faith effort to sell the house (often after 
attempting a short sale) (Short Sale vs. Deed in Lieu of Foreclosure | The Law Offices of 
Justin McMurray, P.A. - Ocala). The benefit is that it avoids the public foreclosure 
process and may be slightly less damaging to your credit than a full foreclosure. 
However, you forfeit the home and any equity outright – you won’t get money from a 
deed-in-lieu. It’s basically a last resort to gracefully exit if no buyer can be found. You 
would still need the lender’s approval and a release from the debt in writing (just like a 
short sale). Some lenders offer “Cash for Keys” in deed-in-lieu cases – a modest 
relocation assistance payment to help you move out. (For example, a lender might give a 
few thousand dollars in exchange for you turning over the home broom-clean and 
vacating by a certain date (Short Sale, Deed in Lieu, Waivers of Deficiency, Cash for 
Keys ...).) We’ll discuss “cash for keys” more later, but be aware this is not equity – it’s 
just an incentive to leave without the lender having to evict you. 
 

● Foreclosure (Last Resort): Allowing the bank to foreclose is the option to avoid if at all 
possible. In a foreclosure, you lose the home and Florida law allows the lender to 
pursue a deficiency judgment for any shortfall (the difference between the auction sale 
price and what you owe) (Watch Out for Short Sale Deficiency Judgment | TK Law). 
Foreclosure will severely hit your credit (often more damaging than a short sale) and 
stay on your record for years, making it hard to buy another home for a long time. Only 
consider walking away if all other strategies fail or if continuing to pay is absolutely 
impossible and the bank won’t cooperate on a short sale. Even then, it’s better to try 
deed-in-lieu or another exit with a negotiated release than to go through foreclosure. 
This guide will focus on short sale as the primary strategy, since that route can avoid an 
actual foreclosure auction and may have the best outcome for your situation. 
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Once you’ve evaluated these options, let’s assume a short sale is the chosen path (with an eye 
on possibly a deed-in-lieu if needed). The following steps will detail how to execute a short sale 
in Florida when you need to move fast but are not yet delinquent on payments. 

Step 2: Contact Your Lender’s Loss Mitigation 
Department Early 
Why Contact the Lender Now: As soon as you recognize that you may need to pursue a short 
sale (or any form of workout), reach out to your lender. Do not wait until you have missed 
payments or until foreclosure proceedings start. Early communication shows good faith and 
gives you more time to maneuver. Many lenders have a Loss Mitigation Department (also 
called Home Retention, Loan Workout, or similar) that handles short sales, loan modifications, 
and foreclosure alternatives. Call your mortgage servicer (the company you send payments to) 
and ask for the department that deals with homeowners in distress or “loss mitigation.” Inform 
them of your situation: you are current on the loan but under significant financial hardship and 
have listed the home for sale. Explain that at the current market pricing you may not be able to 
fully pay off the loan and you want to explore options like a short sale or deed-in-lieu. The 
goal of this initial contact is to get the process started and understand your lender’s 
requirements. 

What to Ask/Tell the Lender: In this preliminary discussion, be prepared to provide basic info 
(loan number, property address, etc.) and a summary of your hardship (e.g., “I’ve had a 
reduction in income and can no longer afford the home long-term. It’s listed for sale but likely to 
sell for less than I owe.”). Ask the representative: 

● “Does your company consider short sale requests from borrowers who are still current 
on payments?” – Some lenders will say you must be delinquent (or in default) to be 
eligible. Others might send you a short sale application or package to fill out 
regardless. (If the first person you speak to seems unsure or unhelpful, politely escalate 
by asking for a supervisor or the short sale coordinator.) Keep notes of who you talk to 
and when. 
 

● “What documents will you need from me to evaluate a short sale?” – Many banks have 
their own forms (financial statement forms, hardship affidavit, etc.). The rep may email or 
mail you a Short Sale Packet or direct you to an online portal. (We’ll cover typical 
documents in the next step, but get the official list from your lender if possible.) 
 

● “Should I stop making payments to be considered for a short sale?” – Never stop 
paying without careful consideration. Lenders might hint that being delinquent is a 
prerequisite, but as a policy they cannot officially advise you to default. In fact, some 
banks have approved short sales for borrowers who kept paying up until closing (Short 
Sale Negotiation - Diamond Law Group). Defaulting will hurt your credit immediately with 
late marks, so don’t do it unless you’ve exhausted all other cash flow options or the 
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lender explicitly requires it for the short sale (they usually won’t say it outright – they’ll 
just note you’re not eligible until behind). If you can afford it, try to remain current during 
the short sale process to protect your credit as much as possible. However, realistically 
if your funds are running out, you might have to miss a payment at some point. Just 
know the risks: once you miss a payment, the bank can eventually initiate foreclosure, 
though that process takes time in Florida. (Florida law requires a court process, so 
foreclosure isn’t instantaneous – but don’t be lulled into thinking you have endless time. 
We’ll discuss timing in Step 7.) 
 

● “Do you offer any other options I should consider?” – For example, some lenders have 
relocation assistance programs or loan workout options. Let them know you’re open to 
any solution that avoids foreclosure. They might mention loan modification or a 
deed-in-lieu. You can gather that info, but since you’re leaning toward selling, keep the 
focus on getting permission for a sale. If they mention Home Affordable Foreclosure 
Alternatives (HAFA) or other government programs, note that down – HAFA was a 
federal short sale program that (when it was active) provided $3,000–$10,000 in 
relocation money and required full debt forgiveness (short sale relocation assistance). 
(HAFA officially ended in 2016, but some banks use similar guidelines or propriety 
programs now.) If by chance your loan is FHA-insured or VA-backed, mention that too – 
FHA and VA have their own short sale processes (often called “Pre-Foreclosure Sale” 
for FHA or “Compromise Sale” for VA). Those usually do allow assistance to the seller 
(FHA, for example, often gives up to $3,000 for relocation at closing (FHA Short Sale 
Requirements - How to Short Sell an FHA Loan) (HAFA Short Sales - Boca Raton Real 
Estate)). Knowing your loan type will help tailor the process, but if unsure, your servicer 
can tell you. 
 

Document Every Conversation: Keep a log of all calls – date, time, representative name/ID, 
and a summary. If the lender indicates any openness to a short sale, ask if they can send 
confirmation of the discussion or next steps in writing (email is ideal). Lenders sometimes assign 
a single point of contact (SPOC) for you once you start a loss mitigation request – get that 
person’s name and direct phone or email if possible. This SPOC can guide you through their 
process and be the one who receives your short sale package later. 

Tip: During this call (and all dealings with the bank), maintain a tone of cooperation. Emphasize 
that you want to do the responsible thing and avoid default, but you need their help to find a 
solution. Lenders ultimately want to minimize their loss, so frame the short sale as a way for 
them to save time and money compared to a foreclosure. You might say, “I believe a short sale 
would result in a higher payoff to the bank than if I fall into foreclosure. I just need to know what 
you require to proceed.” If the first contact is not productive (some frontline reps just read 
scripts), don’t be discouraged – you will formally approach the lender with a complete package 
after you get an offer (Step 6). The key in Step 2 is making that initial outreach so the lender 
knows the situation and you know what they’ll expect. 
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Step 3: Consult with a Short Sale Professional (Agent 
and/or Attorney) 
You’ve been doing a flat-fee MLS listing on your own to save on commission. That’s smart in a 
traditional sale when every dollar counts. However, short sales add layers of complexity that 
make professional guidance very valuable. Consider bringing on an experienced Realtor or 
attorney at this stage – someone who specializes in short sales – even if it means paying some 
fees. Here’s why: 

● Real Estate Agent (Listing Agent) with Short Sale Experience: A local Florida 
Realtor who has handled short sales before can be a tremendous asset. They 
understand how to price the home appropriately, how to market it as a short sale, and 
how to work with buyers’ agents and the bank to get approval. Short sales involve extra 
paperwork and long timelines, and not all agents are adept at keeping the deal together 
through the lender’s review process. An agent experienced in short sales will know 
common pitfalls and how to avoid them (for example, not underpricing too extremely, 
which could lead to the bank rejecting the offer later (Under Pricing Short Sale Real 
Estate)). They can also help gather the necessary comps and valuation justification to 
persuade the bank that the offer is fair. Since you already have it on MLS via a flat fee 
service, you might convert to a full-service listing with a short sale specialist agent – 
often their commission (typically 6% split with buyer’s broker, or whatever rate you 
negotiate) will be paid by the lender as part of the short sale proceeds, not out of your 
pocket (FAQs About Short Sales in Florida - Loan Lawyers). (In a short sale, the lender 
has to approve the commission, but it’s customary that real estate commissions and 
normal closing costs are paid from the sale price before the lender takes their net. The 
lender essentially foots the bill, which is one reason they want the highest price.) Hiring 
an agent might increase the chances of a successful sale at no direct cost to you, since 
you weren’t paying a listing agent commission before. Look for credentials like “Short 
Sale and Foreclosure Resource (SFR)” or a proven track record in Florida short sales. 
 

● Short Sale Negotiator or Processor: Some realty teams or title companies have 
dedicated short sale negotiators (sometimes called a short sale processor or facilitator). 
This person (or team) handles the communication with the bank once an offer is in, 
submitting the package and following up constantly. In some cases, the title company 
that will handle closing can do this for a fee that the lender might allow on the closing 
statement. Make sure any negotiator’s fee is disclosed to the lender; they often cap or 
refuse separate negotiation fees. Many attorneys also serve as the negotiator. 
 

● Real Estate Attorney (Florida) knowledgeable in short sales: Having an attorney on 
your side is highly recommended, especially since Florida is a judicial foreclosure state 
and there are legal implications in the short sale documents. An attorney will protect your 
interests: for example, they can negotiate the deficiency waiver (more on this critical 
point in Step 6), ensure the contracts are worded properly (contingencies for lender 

https://www.lifeinbonitasprings.com/blog/under-pricing-short-sale-real-estate/#:~:text=The%20fact%20of%20the%20matter,price%20to%20support%20the%20appraisal
https://www.lifeinbonitasprings.com/blog/under-pricing-short-sale-real-estate/#:~:text=The%20fact%20of%20the%20matter,price%20to%20support%20the%20appraisal
https://www.fight13.com/faqs-about-short-sales-in-florida#:~:text=pay%20the%20realtor%E2%80%99s%20commission,is%20responsible%20for%20those%20fees


approval, etc.), and step in if the bank drags its feet or if a foreclosure lawsuit gets filed 
during the process. In Orlando and throughout Florida, many lawyers offer short sale 
services. They can prepare what's called a short sale package (a complete submission 
to the lender) and handle communications (Orlando Short Sale Attorney). Additionally, if 
things go south, an attorney can advise on bankruptcy or defense if foreclosure starts. 
While there’s a cost for legal help, some attorneys may accept payment at closing (as 
part of the transaction) or have arrangements to get paid by the lender or title company. 
Clarify fees up front. The peace of mind of having a legal expert is often worth it when 
navigating the tricky elements of short sales (like ensuring you don’t unknowingly agree 
to still owe money). 
 

● Buyer’s Agent Cooperation: You can’t “hire” a buyer’s agent (they represent the 
buyer), but you can make your transaction attractive to buyers’ agents. One way is by 
offering a reasonable commission to the buyer’s broker (which you likely have already in 
your MLS listing). Another is by clearly indicating in the MLS remarks that you welcome 
experienced short sale buyers. Agents who have done short sales will understand the 
patience needed and will set their buyers’ expectations accordingly. If you happen to get 
an interested buyer without an agent (say, through your own marketing), you still might 
want a professional to handle the steps with that buyer – this is where your attorney or 
agent can step in to coordinate everything. 
 

In summary, going it completely alone on a short sale is possible but challenging. At minimum, 
schedule a consultation with a Florida real estate attorney or a highly qualified Realtor 
now. Many will give a free initial consultation. They can explain how they would help and you 
can decide if it’s worthwhile to formally engage them. Given the high stakes (avoiding 
foreclosure, getting the bank to forgive the debt, etc.), professional guidance is an investment in 
a smoother exit. 

Step 4: Gather Your Short Sale Documentation (“Short 
Sale Package”) 
To get a short sale approved, you will need to submit a comprehensive short sale package to 
your lender. This package proves two main things: (a) your financial hardship (inability to 
continue paying the loan), and (b) the details of the short sale offer (once you have a buyer). 
Even before you have an offer, you should start assembling the required documents so you’re 
ready to move quickly. Here are the typical documents and information needed: 

● Hardship Letter (or Hardship Affidavit): This is a personal letter you write to the lender 
explaining why you need a short sale. Be specific and sincere. Describe the 
circumstances causing you financial distress – e.g., job loss, hours cut at work, medical 
issues, divorce, higher expenses, etc. If you are still current on payments, emphasize 
that it’s only by depleting savings or using credit that you’ve managed, and that you will 
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not be able to continue. The tone should be somewhat humble and desperate (without 
being melodramatic) – you need to convince the bank that you’re not just trying to walk 
away on a whim, but truly cannot pay. Lenders only approve short sales for borrowers 
who demonstrate hardship (since if you had plenty of money, they’d expect you to keep 
paying the difference). If possible, attach evidence of hardship: e.g., termination letters 
from an employer, hospital bills, divorce decree, etc., to support your claims. 
 

● Financial Statements: Most lenders will require you to fill out a financial worksheet or 
form detailing your monthly income, expenses, assets, and debts. Essentially a budget 
and balance sheet. This shows your inability to meet the mortgage obligations. You’ll list 
things like your income sources (salary, etc.), and all expenses (other debt payments, 
cost of living, utilities, HOA, etc.). If your expenses far exceed income, that bolsters your 
case. They’ll also ask for assets: bank account balances, retirement accounts, 
properties, cars, etc. (If you have other valuable assets, the bank might question why 
you can’t use those to cover the shortfall. For instance, large 401(k)s or a second home 
could complicate approval (FAQs About Short Sales in Florida - Loan Lawyers), though 
retirement funds are often exempt from consideration unless very large.) Fill this form out 
completely and truthfully. 
 

● Proof of Income: Gather recent pay stubs (usually last 30 days to 2 months) or income 
statements. If you’re unemployed, state that in the hardship letter and perhaps include 
documentation of unemployment benefits or lack of income. If self-employed, be 
prepared to submit profit/loss statements or an income affidavit. The lender wants to see 
that your income is insufficient to cover the mortgage and your other reasonable 
expenses. 
 

● Bank Statements: Typically the last two months of bank statements for all your 
accounts. They check these to verify your finances and to see if there are any unusual 
large deposits or unexplained expenditures. (Avoid moving money around or large cash 
withdrawals during this period as it could raise questions.) The statements should align 
with what you present in your financial form. 
 

● Tax Returns: Usually the last two years of federal tax returns (with all schedules). This 
helps the lender see your broader financial picture and ensures your income claim 
matches what you reported to the IRS. Sign and date your tax returns if not already 
signed. If you didn’t file (or had low income not required to file), the lender will have a 
form for that. 
 

● Mortgage Details: Include a copy of your most recent mortgage statement (to show 
the current balance and that you are up to date or how far behind you are). If you have a 
second mortgage or HELOC on the property, gather those statements too – any junior 
lienholder must also approve the short sale, which can be tricky (they often want a token 
payment to release their lien). Knowing upfront if a second mortgage exists (and its 
balance) is important; you may need to negotiate with two lenders. If taxes or HOA dues 
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are unpaid, list those as well. 
 

● Listing Agreement and MLS Printout: Since your home is listed (flat fee MLS), include 
a copy of the listing agreement/MLS listing. Lenders often require that the property has 
been listed on the open market for a reasonable time to ensure you’re getting a fair 
price. If you’ve been reducing the price, you might include a history of price changes. 
This shows you’re making effort to sell at market value. 
 

● Offer/Purchase Contract (when available): You typically don’t submit the short sale 
package to the bank until you have an offer from a buyer, unless the bank offers a 
pre-approval process. Once you do get an offer (Step 5), the executed purchase and 
sale contract between you and the buyer will be the centerpiece of the short sale 
package. It will be contingent on the lender’s approval (make sure the contract or an 
addendum says “subject to seller’s lender approving the short sale”). Along with the 
contract, you’ll include the buyer’s pre-approval letter or proof of funds, showing they 
have the means to complete the purchase. The bank wants assurance that the buyer 
can close if they approve the deal. 
 

● Estimated Closing Statement (HUD-1 or Settlement Statement): Your real estate 
agent or attorney can help prepare an estimated net sheet or preliminary HUD-1 form 
for the sale. This document itemizes the proposed sale price and all costs (broker 
commissions, taxes, title fees, any outstanding taxes/HOA, and zero proceeds to seller). 
It shows the lender exactly how much money they would get at closing given the offer. 
For example, it might show: Contract price $250,000 minus 6% commission, $5,000 
taxes, $2,000 closing fees, etc., leaving $230,000 to the lender, whereas you owe 
$245,000. Therefore the expected deficiency (shortfall) is $15,000. This helps the lender 
evaluate the loss. A comparative market analysis (CMA) or broker price opinion 
(BPO) might also be included or referenced to justify that the offer price is the fair market 
value. (The lender will order their own appraisal or BPO anyway (A quick guide to the 
Florida short sale process - My Florida Home Sale), but providing your analysis can’t 
hurt.) 
 

● Lender-specific Forms: Many lenders have a Short Sale application form, 
Borrower’s Authorization (to allow them to speak with your agent/attorney), and other 
disclosures. Complete any forms they require. Common ones include an IRS 4506-T (to 
request your tax transcript), a Dodd-Frank Certification (for government programs, 
basically stating you’re doing an arm’s-length transaction, etc.), and perhaps a privacy 
waiver so they can share info with the buyer’s side if needed. 
 

Organize and Submit: Keep copies of every document. It’s best to assemble everything in a 
single package (physical or digital) so when it’s time to submit to the lender, nothing is missing. 
Lenders will reject or delay incomplete packages, so use a checklist. For reference, a typical 
short sale package includes the hardship letter, financial statement, two months pay stubs, two 
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months bank statements, two years tax returns, last mortgage statement, and the purchase 
contract with an estimated closing statement (Florida Short Sales: How Do Short Sales Work in 
Florida - hardmoneylenders.io). When you have a ready and willing buyer (coming up next), 
you’ll send all of this to the lender (usually via email or their online system; sometimes fax). Until 
then, having it ready means you can expedite the process once an offer comes in. 

Note: If you are married or have a co-borrower on the mortgage, all parties need to sign the 
documents and participate in the short sale process. The hardship needs to cover why neither 
of you can fix the situation. If your spouse isn’t on the loan but is on the property title, they will 
still have to sign the sale documents, so loop them into these preparations. 

Step 5: Price and Market the Home Strategically to Attract 
a Buyer 
Your home is already on the market and you’ve been adjusting the price downward. Now that 
you are aiming for a short sale, pricing strategy becomes even more critical. You need an 
offer as soon as possible – but at a price the lender is likely to accept. Here’s how to strike 
that balance: 

● Price at Fair Market Value (or Slightly Below): It might be tempting to drastically 
underprice the home to get a buyer quickly. Be cautious: lenders will require an appraisal 
or broker’s price opinion, and they typically will not approve a sale for far below fair 
market value (Under Pricing Short Sale Real Estate) (Under Pricing Short Sale Real 
Estate). If you list the home absurdly low (just to get an offer), the bank’s appraiser will 
flag that the home is actually worth more and they may counter the buyer to a higher 
price or reject the short sale, causing delays or causing your buyer to walk away (Under 
Pricing Short Sale Real Estate). A Florida real estate expert advises starting as close to 
the realistic value as possible and being mindful of local inventory and market conditions 
(Under Pricing Short Sale Real Estate). In a buyer’s market with lots of competition, a 
slight underpricing can help your home stand out. In a balanced or seller’s market, you 
might price at market value and still get interest. Since you’ve already been reducing the 
price, use the latest comparable sales to guide you. Bottom line: price low enough to 
entice offers quickly, but not so low that the bank will feel like you’re “giving it away” or 
suspecting a fraud. 
 

● Highlight the Short Sale Status in Marketing: Make sure your MLS listing and any ads 
clearly state “Short Sale – Third-Party Approval Required”. This signals to buyers and 
agents that any deal is contingent on the lender’s OK and could take extra time. It will 
attract the right kind of buyer – typically someone patient, maybe even investors or 
first-time buyers not in a rush. By filtering upfront, you reduce the chance of a buyer 
backing out later due to surprise over the process. In remarks, you can add something 
like “Listing price is at/below bank’s expected payoff – quick short sale process possible” 
if you have reason to believe the bank will be reasonable. (If you have spoken to the 
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lender or have some pre-valuation, you might know roughly what they’ll accept. If not, 
don’t promise anything about approval times.) 
 

● Make the Home Presentable: Don’t neglect basic sales tactics. A short sale doesn’t 
mean the house should look distressed. Clean, declutter, and perhaps stage modestly. 
Good photos and curb appeal still matter to get buyers in the door. You want a solid 
offer; the better the home shows, the more likely you’ll get closer to market value. Also, 
keep the home maintained during the process (lender’s appraisers will note the 
condition; a well-kept home might appraise a bit higher, helping your case). 
 

● Cooperate with Showings: It’s tough to keep showing when you’re under stress, but 
remain as accommodating as possible to viewing requests. The sooner you find a buyer, 
the sooner relief comes. Consider hosting open houses (if your flat-fee MLS service or 
an agent can help with that) to draw in more prospects at once. 
 

● Offer Incentives if Permitted: As a seller in a short sale, you are limited in incentives 
(because you can’t give, say, closing cost credits without the lender’s approval – it’s their 
money effectively). However, you can make the deal attractive by paying for a home 
warranty or being flexible on closing date, etc. One powerful marketing angle you 
already have is low closing costs: since you’re not taking any proceeds, buyers know the 
bank will pay customary seller costs (title insurance, commission, etc.) out of the sale. In 
Florida, sellers often pay title insurance and doc stamps – in a short sale, the bank 
covers these from the sale money, so the buyer effectively isn’t asked to pay over 
appraised value for those costs. Many short sale listings mention “Seller’s lender to pay 
title insurance and doc stamps” to reassure buyers it’s part of the deal. Check with 
your agent/attorney on wording. 
 

● Be Prepared to Adjust: If you get little interest after a few weeks, you may need to drop 
the price further. Monitor the market weekly. How are similar homes (non-short sales) 
priced? Are they selling? You might need to undercut them slightly since short sales can 
be seen as riskier by buyers. On the flip side, if you get multiple offers, that’s great – it 
can allow you to choose the strongest buyer (not just highest price, but someone with 
cash or a stable loan and willingness to wait). But don’t become overconfident; any offer 
is subject to the bank’s acceptance of the net proceeds, not just the price. 
 

● Investor vs. Owner-Occupant Buyers: Investors may make cash offers which can be 
lower, but with a promise of quick closing. Owner-occupants might offer more but use 
financing and need more time. The bank will likely favor the highest net offer, but a cash 
deal with a fast close at a reasonable price can be persuasive (less risk of financing 
falling through). Weigh your options. An experienced Realtor can help vet offers. 
 

In essence, treat the sale seriously as you would any home sale: price smartly, market 
aggressively, and respond to the market feedback. The goal of Step 5 is to secure a viable 



purchase offer that can be presented to your lender. Without an offer, the short sale can’t 
proceed, so this is a crucial phase. 

Step 6: Secure a Purchase Offer and Qualify Your Buyer 
Accepting the Right Offer: When an offer comes in that is close to your pricing, review it 
carefully (preferably with your agent or attorney). Key factors to consider besides price: 

● Buyer’s Financial Strength: If it’s a financed offer, look at the pre-approval letter – is 
the lender reputable and the down payment reasonable? A buyer putting more money 
down (or cash buyer) is less likely to have financing issues. Given that short sales take 
time, you want a buyer who won’t lose their mortgage rate lock or get cold feet. If 
multiple offers, lean towards the most committed and capable buyer, not just the 
highest number. For a cash offer, require proof of funds (bank statement or letter from 
bank) to ensure they actually have the cash. 
 

● Timeframe: Buyers must be prepared for an extended timeline. If someone writes 
“closing in 30 days,” that’s unrealistic for a short sale unless the bank miraculously 
approves fast. It’s normal to have a longer closing date (60 days, 90 days, or use an 
addendum that closing is X days after lender approval). Ensure the contract’s timeline 
accommodates a potentially lengthy approval process. Florida Realtors have a 
standard Short Sale Addendum that states if lender doesn’t approve by a certain date, 
either party can cancel, etc. Using such an addendum is wise to set expectations. 
 

● Contingencies: Watch out for contingencies that could complicate things. For example, 
if the buyer must sell another home first, that adds uncertainty and time. In a short sale, 
it’s better to have a clean offer with minimal contingencies (other than standard 
inspection and financing). You will likely sell “as-is” because you (and your lender) won’t 
want to pay for repairs, but the buyer should still have a right to inspect and withdraw if 
something major is discovered. Just be cautious about agreeing to extensive repair 
credits or fixes – the lender might not allow giving the buyer money for repairs. It’s 
usually sold as-is at a price reflecting condition. 
 

● Offer Price vs. Expected Bank Approval: Evaluate if the net proceeds from this offer 
will likely satisfy the lender’s threshold. If the offer is too low relative to recent sales, you 
might counteroffer or ask the buyer to increase it before even submitting to the bank, to 
avoid a sure rejection. This is where your agent’s knowledge or even a prior hint from the 
lender/valuations can help. However, don’t let the perfect be the enemy of good – you 
need to get the bank engaged with an offer, and you can always negotiate. Some sellers 
even submit a somewhat low offer to the bank to see the minimum they’ll counter with 
(though you risk losing the buyer). Ideally, your offer is within a few percent of market 
value so the bank sees it as reasonable. 
 



Once you have an offer that you’re satisfied is the best you can get, sign the purchase 
agreement. Make sure it clearly states that this is subject to lender’s short sale approval and 
that you as seller may cancel if the lender refuses to approve or if terms are unsatisfactory. 
(Usually the short sale addendum covers these points – it protects you from being forced to 
close without approval or having to pay the shortfall yourself.) 

Notify the Lender Immediately: As soon as you execute a contract with a buyer, inform your 
lender’s loss mitigation contact. Many lenders want you to submit the offer with your short sale 
package all together. Some may even require that the package comes through an online portal. 
Follow their instructions from Step 2. If they haven’t given specifics, call and ask “I have an offer 
– where should I send the short sale package for review?” They will likely provide an upload link 
or a fax/email. Do not delay – the timing from here matters, especially if you’ve stopped making 
payments or are about to (each passing week could be closer to foreclosure proceedings). 

Complete the Short Sale Package: Now is the time to finalize the documents you assembled 
in Step 4. Double-check that everything is current and included. Then add: 

● The signed purchase contract (with any addenda). 
 

● The buyer’s proof of funds or pre-approval letter. 
 

● The listing history (if not already provided) showing any price changes and how long on 
market – this can justify that the offer is the best obtainable. 
 

● An estimated closing statement/HUD showing the net to lender (your attorney or title 
company can help prepare this). 
 

Package it up with a cover letter referencing your loan number and the property address, and a 
request for short sale approval. Your agent or attorney might write the cover letter on your 
behalf, summarizing the offer and noting the hardship. For example: “Please find enclosed a 
short sale package for [Your Name, Loan #]. We have secured a purchase offer of $X which is 
in line with current market value (see attached comps). The seller is facing [hardship] and 
cannot continue making payments. We respectfully request that [Lender Name] approve this 
sale and accept the proceeds as full satisfaction of the mortgage.” It’s good to explicitly request 
a waiver of deficiency in writing here (more on that below). 

Submit the package to the lender via the designated channel. Make sure to get confirmation that 
they received it (email read receipt, fax confirmation, etc., and then a phone call to your contact 
to verify all docs are in their system). 

Buyer Due Diligence While Waiting: Typically, once the contract is signed, the buyer has a 
period to conduct home inspections. It’s often wise for the buyer to wait on spending money for 
appraisal or finalizing their loan until the short sale is approved, but inspections are commonly 
done up front (within the normal contingency period) to ensure they actually want the house. 



Cooperate with any inspection scheduling. If the inspection reveals major issues, expect that the 
buyer might request a price reduction or repairs. However, any changes to the contract might 
need lender approval too. If something significant comes up (say the roof needs replacement), 
you might have to present that info to the lender’s negotiator as part of why the price might be a 
bit lower. In some cases, the buyer may walk away if the house needs work and the bank won’t 
accommodate a lower price – then you’d have to find a new buyer. It’s frustrating, but part of the 
process. The best practice is to price the home reflecting any known condition issues so that 
the offer already accounts for “as-is” condition. 

Keep Lines of Communication Open: Once the package is submitted, the lender will assign it 
to a negotiator or specialist on their end. They may reach out for additional info or to ask for 
corrections. Common follow-ups include asking for updated pay stubs or bank statements if time 
passes, or requesting a signed IRS 4506-T (to get tax transcripts). Respond to any requests 
promptly to avoid delays. Mark your calendar to call or email the lender/negotiator at least once 
a week for status updates. If you have an agent or attorney, they will typically do this for you – 
staying politely persistent is key. The squeaky wheel approach helps in short sales; files can fall 
by the wayside unless someone is nudging them along. 

Step 7: Lender Review & Negotiation of the Short Sale 
Now comes the part that tries many people’s patience: waiting for the lender to process and 
approve the short sale. Here’s what to expect and how to navigate it: 

● Lender’s Valuation: The bank will almost certainly order an appraisal or Broker’s 
Price Opinion (BPO) to assess the home’s current market value (A quick guide to the 
Florida short sale process - My Florida Home Sale). They do this to make sure the 
offered price is reasonable and that they aren’t needlessly forgiving a debt if the home 
could sell for more. This usually happens in the first few weeks of review. They might 
send a licensed appraiser or a local real estate broker who provides a BPO (less formal 
than a full appraisal). Sometimes they don’t tell you when this will happen – but if you 
see someone taking photos outside or a lockbox entry, it could be the bank’s valuation 
agent. It’s in your interest for the valuation to reflect the realities of the market. If you 
can, supply that agent with recent comparable sales that justify the offer price. They 
may or may not accept input, but it doesn’t hurt to provide a list of comps and any info on 
the home’s condition that might affect value (e.g., “AC is 15 years old, needs replacing”). 
The valuation will heavily influence the bank’s decision. 
 

● Deficiency Judgment & Waiver Negotiation: This is critical. In Florida, if a lender 
accepts a short sale, by default the remaining unpaid debt is still owed by you unless the 
lender explicitly waives the deficiency. We want the short sale approval letter to state 
that the debt is considered paid in full or that the lender waives the right to collect the 
deficiency. Negotiating this term is essential to truly be free of the mortgage after 
the sale. Many lenders will agree to waive the deficiency if the short sale process is 
amicable (especially for a primary residence hardship case), but some might reserve the 
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right to pursue it. You (or your attorney) should insist on a deficiency waiver as part of 
the deal (Watch Out for Short Sale Deficiency Judgment | TK Law) (Watch Out for Short 
Sale Deficiency Judgment | TK Law). In fact, as one Florida law firm suggests, you can 
write into the original listing agreement or contract that seller will only proceed if the 
lender’s approval letter includes a release of liability for the remaining balance (Watch 
Out for Short Sale Deficiency Judgment | TK Law). When the negotiator calls to discuss 
the offer, make sure to say something like: “It’s very important to the seller that the 
approval includes full satisfaction of the debt. The seller has no resources to contribute 
and will not proceed without a waiver of deficiency.” Having an attorney voice this can 
carry weight. Most big banks by policy will forgive the rest in a short sale, but get it in 
writing. Do not assume it’s waived – the approval letter must clearly state it. If the first 
draft of the approval letter doesn’t mention it or, worse, explicitly says the bank reserves 
the right to pursue deficiency, have your attorney push back. Sometimes you can 
negotiate a token payment or promissory note for part of the balance in exchange for 
waiving the rest – but given your financial strain, aim for a full waiver. 
 

● Potential Counteroffers: After reviewing the offer and the valuation, the lender might do 
one of a few things: 
 

○ Approve as is: Best case scenario – they accept the offer net proceeds and 
issue an approval without changes. 
 

○ Counter the price: They might say, “We will approve if the purchase price is 
increased to $___” or if the buyer brings more cash. For example, if your offer 
was $250K and they think value is $260K, they might counter somewhere in 
between or ask for full $260K. At that point, you and the buyer will have to decide 
if you can meet that. Many buyers are unwilling to pay more after waiting, but 
some might if it’s still within reason. You can try to provide evidence to the bank 
that their valuation is too high (maybe their appraisal didn’t account for a needed 
repair or the slow market). This becomes a bit of a negotiation between the 
lender and your side. If you’re, say, $5K apart, perhaps the buyer can raise their 
offer a bit and/or you could sign a promissory note for a small amount (if the bank 
insists on not eating that $5K). Always discuss with counsel before agreeing to 
any promissory note – it’s basically agreeing to pay a portion of the deficiency 
over time. Sometimes a small note (interest-free) is a concession to get the deal 
done while still avoiding foreclosure. 
 

○ Demand a seller contribution: The bank could approve the short sale on the 
condition that you bring some money to closing (or sign a note). This often 
happens if you have some assets or they feel you’re not destitute. Given your 
limited equity, you might not have cash to spare. You can push back, stating you 
have no funds and that the whole reason for the short sale is inability to pay. If 
you do have, say, $5K left in savings, you might decide to offer that as a 
contribution to get the deficiency waived. It’s a cost-benefit analysis – paying a bit 
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to avoid a larger debt. However, do not agree to any contribution that you truly 
cannot afford. It defeats the purpose of the short sale somewhat. Lenders can be 
bluffing to see if you’ll bite; often if you say no, they’ll still proceed with the short 
sale because foreclosure is worse for them too. 
 

○ Reject the short sale: This could happen if the offer is ridiculously low or if you 
don’t qualify (say, they think you actually can pay the loan). If a lender rejects, 
find out exactly why. If it’s price, try a higher offer or a new buyer. If it’s because 
they think you lack hardship (rare if you submitted the package right), you may 
need to provide more proof or escalate to a supervisor. A flat-out denial is 
uncommon if there’s a legit hardship and the offer is in line with value – because 
the alternative is likely you default and they foreclose, which is usually worse for 
them financially (FAQs About Short Sales in Florida - Loan Lawyers). So, most 
“rejections” are really just counteroffers in disguise. Work with your team to 
address the bank’s concerns. 
 

● Second Mortgages or Liens: If you have a second mortgage or other liens (like a home 
equity loan, tax lien, HOA lien), those parties need to agree to release their interest for 
the sale to close. Often the first mortgage lender will allocate a small amount (out of the 
sale proceeds) to pay off junior liens. For instance, a second mortgage might be offered 
$3,000 or $5,000 to release a $30,000 second loan. Junior lenders often negotiate for a 
bit more, but in short sales they typically get a token amount or nothing. This negotiation 
can be complex – an attorney is very useful here. Florida short sales commonly involve 
dealing with HOA or second lien releases. Make sure all such stakeholders are identified 
and being negotiated with in parallel. The goal is to deliver clear title to the buyer at 
closing, meaning no lingering liens. 
 

● Timeline: How long does this approval take? In Florida, there is no fixed rule; it greatly 
depends on the lender (and how well your package was put together). It could be as 
quick as 4-6 weeks or as long as several months. An average is perhaps 60-90 days 
from submission to written approval (How long will a short sale take? Get the scoop on 
short sale timelines!) (Under Pricing Short Sale Real Estate - Bonita Springs). Keep 
following up. If it drags beyond that, your buyer might get antsy – keep the buyer’s agent 
informed that you are actively pushing the bank. Encourage the buyer to hang in there 
by sharing any positive updates (e.g., “BPO came in, we’re now just waiting on final 
management sign-off”). If the buyer walks away mid-process, you might have to start 
over with a new buyer (though sometimes you can substitute if the bank hadn’t approved 
yet – you’d need a similar offer and you’d update the paperwork). 
 

Key Tip: Get Everything in Writing. Do not rely on any verbal assurances. When the lender is 
ready to approve, they will issue an Approval Letter. Read that letter carefully (with your 
attorney). It will state the terms: the approved sale price, the closing date by which you must 
close, the costs they are allowing (commissions, etc.), and what happens with the deficiency. 
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Ensure it says you are released from further liability. If it doesn’t, now is the last chance to 
negotiate that (or potentially back out and consider alternatives if it’s unacceptable). Also 
confirm if they are giving you any relocation money – some letters will explicitly say something 
like “$3,000 will be paid to the borrower at closing as a relocation incentive.” If you managed to 
get that, great (it’s relatively rare now, but not impossible, especially with FHA loans or specific 
programs (SHORT SALES FAQS | Law Offices of Daryl L. Jones, P.A.)). 

Step 8: Timing Considerations to Avoid Foreclosure 
Throughout the short sale process, you must keep one eye on the foreclosure timeline to 
ensure you don’t accidentally lose the home to auction while negotiating. Here’s how to manage 
timing in Florida: 

● Grace Period Before Foreclosure Starts: In Florida, typically a lender will not file a 
foreclosure lawsuit until you are at least 90 days delinquent (three missed payments), 
sometimes more. Since you are currently not delinquent, you haven’t triggered the legal 
foreclosure process yet. This is good – it means you have a head start. However, if you 
reach a point where you can’t continue making mortgage payments, be aware of 
when that 90-day clock will run out. For example, if you stop paying this month, the 
earliest a foreclosure complaint might be filed could be about 3-4 months from now. 
Once filed, you’ll get a summons and the process moves to the court. 
 

● Lis Pendens and Foreclosure Filing: Florida foreclosures are judicial, meaning the 
lender files a lawsuit and a Lis Pendens (notice of pending legal action) which gets 
recorded in county records. This marks the official start of foreclosure proceedings. You’ll 
have 20 days to respond to the lawsuit. If you’re actively working on a short sale, an 
attorney can sometimes file a response to slow things down or ask the court to delay 
actions because a short sale is underway. Many lenders, if they see a complete short 
sale application in review, will slow their foreclosure roll. But some will still proceed in 
parallel until the short sale is approved. Keep the foreclosure department of the bank 
informed too. Often the loss mitigation and foreclosure are separate teams; ensure the 
foreclosure attorney for the bank knows you have a short sale in process. Your attorney 
can communicate with theirs to request a hold on further foreclosure steps pending the 
short sale outcome. 
 

● No Foreclosure Sale Date Yet: The actual foreclosure auction sale (if it comes to that) 
in Florida usually wouldn’t occur until many months into the lawsuit (commonly 6+ 
months or even a year from start, depending on court backlog and if you contest it). The 
goal is to never let it get to a scheduled sale. As long as you get your short sale 
approved and closed before any foreclosure sale date, you’re okay. If a sale date does 
get set (the court signs a final judgment and schedules auction), and your short sale is 
almost ready, it is often possible to ask the bank (or court) for a postponement of the 
sale. Lenders often will postpone an auction if a signed approval for short sale is in 
hand or imminent, since they would rather take the sure thing from the short sale than 
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roll the dice at auction. 
 

● Proactive Steps: To avoid cutting it too close, do everything in Steps 2-7 as early and 
quickly as you can. Don’t wait for delinquency to compile your documents or to list the 
home. It sounds like you’re already on the market and being proactive, which is great. 
Ideally, you manage to either (a) close the short sale before ever missing a payment 
(best for credit), or (b) if you do miss payments, close the short sale before the 
foreclosure can be finalized. Even if you miss a payment or two during the process, the 
short sale will stop the foreclosure from completing, and your lender will simply dismiss 
the case once the sale closes. 
 

● Stay Organized with Deadlines: Keep track of any default notices. Florida requires that 
lenders give notice of default and intent to accelerate the loan before they sue. If you get 
a breach letter or demand letter, share it with your attorney. These are usually 30-day 
notices. Also track your short sale progress timeline: if the bank’s short sale negotiator 
isn’t responding or the process is dragging, escalate by calling a supervisor or even filing 
a complaint with higher-ups (some people even contact the CEO’s office or a HUD 
counselor if it’s an FHA loan). This is your financial future on the line – don’t be shy 
about pushing them. 
 

● Consider Chapter 13 as Emergency Brake (if needed): This is hopefully not needed, 
but as a nuclear option – if a foreclosure sale is somehow imminent and the short sale 
hasn’t closed yet (for instance, buyer’s loan delayed but auction coming up), a Chapter 
13 bankruptcy filing can stall a foreclosure and give you time to complete the sale. This 
is a very case-specific tool and you’d need a bankruptcy attorney’s advice. It has its own 
implications, so it’s not ideal unless absolutely necessary to buy an extra month or two. 
Most of the time, good communication and perhaps court motions can delay foreclosure 
without that step. 
 

In summary, Florida’s foreclosure timeline gives you some breathing room, especially since you 
haven’t defaulted yet. Use that time wisely to get the short sale done. By maintaining contact 
with the lender and possibly having an attorney handle any legal filings, you can prevent 
foreclosure from overtaking your short sale efforts. The mantra is: don’t wait – the sooner the 
short sale is approved and closed, the better. Each mortgage payment you don’t have to make 
once it’s done is cash saved, and avoiding the stress of a foreclosure lawsuit will be a relief. 

Step 9: Closing the Short Sale and Transitioning Out 
Congratulations – suppose you’ve received the short sale approval letter from your lender. 
You’re now in the home stretch. There are still important things to manage to ensure a smooth 
closing and to protect yourself in the final paperwork: 



● Review the Approval Letter Conditions: As mentioned, verify it says the lender will 
release the mortgage lien and forgive the remaining debt (if that was negotiated) 
(Short Sale vs. Deed in Lieu of Foreclosure | The Law Offices of Justin McMurray, P.A. - 
Ocala). Also check any expiration date. Short sale approval letters often state that 
closing must occur by a certain date (e.g., within 30–45 days of the letter) (A quick guide 
to the Florida short sale process - My Florida Home Sale). This means you and the 
buyer need to be ready to close by that time. If the buyer’s mortgage isn’t ready or 
there’s some delay, you’ll need to request an extension before the deadline passes. 
Extensions are not guaranteed; some lenders grant a couple of weeks or another 30 
days, others might not. So treat the initial deadline seriously and hustle to meet it. 
 

● Clear Title and Settlement Statement: Work closely with the title company or closing 
attorney handling the escrow. They will do a title search and ensure that all liens are 
being addressed. If there were any outstanding HOA fees, utility liens, etc., make sure 
those are accounted for in the settlement. The final Closing Disclosure/HUD-1 should 
match what the lender approved (they often require you to send it to them a few days 
before closing for a final sign-off). You as the seller will typically be shown as getting zero 
proceeds. In fact, don’t be surprised if it shows something like a negative seller amount 
that the bank covers – that’s just the accounting for the bank taking a loss. Make sure no 
extra, unapproved payments to you or others are on there, as that can violate short sale 
terms. For instance, you cannot receive any side payment outside of closing from the 
buyer – that is illegal and could be considered mortgage fraud. Everything must be on 
the up-and-up on the settlement statement. 
 

● Relocation Assistance (if any): If the lender offered a relocation incentive (“cash for 
keys”) to you, it will appear on the settlement statement as a credit to you at closing. For 
example, it might say “Relocation Incentive to Seller: $3,000” and that would be 
disbursed to you. This is essentially a return of some equity or a helping hand for 
moving expenses. Not all short sales have this, but FHA loans usually give $3,000, and 
some private lenders give various amounts (you saw HAFA could give $10k in the past 
(short sale relocation assistance)). If you are getting this, note that sometimes it’s 
conditioned on the property being vacant or broom-clean. Arrange to fulfill any conditions 
(e.g., remove all personal property, make the house presentable). The buyer might do a 
final walk-through before closing to confirm the home’s condition per contract. 
 

● Sign Documents Carefully: On closing day (or a day before), you’ll sign the sale 
documents. This will include the deed transfer to the buyer and an array of affidavits. 
One common document is an Affidavit of “Arm’s Length Transaction”, where you 
swear that you and the buyer are unrelated and no secret deals exist. You’ll also sign 
something acknowledging you’re selling the home for less than the debt and the lender 
is accepting that (and if applicable, that they’re releasing you from liability). Make sure 
any agreement about deficiency waiver is reflected. Often, the approval letter itself is 
attached to the closing file and you might sign an acknowledgement of it. If the approval 
requires you to bring money (in rare cases) or sign a promissory note, that will be 
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handled now too. (We aimed to avoid that, but just saying for completeness.) 
 

● Tax Implications Acknowledgment: The lender will likely issue a 1099-C 
(Cancellation of Debt) to you after the short sale for the amount of debt forgiven. For 
example, if you owed $250k and they got $230k from the sale, they might send a 1099-C 
for ~$20k. Normally, canceled debt is considered taxable income by the IRS. However, 
the Mortgage Forgiveness Debt Relief Act (renewed through 2025) allows you to 
exclude that forgiven mortgage debt on your primary residence from taxable income 
(Mortgage Debt Cancellation Relief). This law applies up to certain limits (typically up to 
$750k of forgiven debt for recent extensions). So in most cases, you won’t owe taxes on 
that $20k phantom income – but you must file Form 982 with your tax return to claim the 
exclusion. It’s a good idea to consult a CPA at tax time. At closing, you might be given a 
form or advice to seek tax counsel. Just be aware: you likely won’t be taxed on the 
forgiven amount due to the current federal law (and Florida has no state income tax to 
worry about in this regard), but do handle the paperwork at tax time (Short Sale 
Negotiation - Diamond Law Group). 
 

● Moving Out: Coordinate your move. Typically, in an owner-occupied short sale, the 
buyer and their lender will expect you to vacate by closing day (since it’s not like a 
foreclosure where you get a post-sale period). So plan your next living arrangement 
accordingly. If you negotiated to stay a few days after closing (occupancy agreement), 
make sure the lender allowed any rent-back (they often prohibit the seller staying on, as 
a condition of “arm’s length”). It’s cleaner to be out by closing. Do a final sweep of the 
house, remove personal items, and maybe leave it in a decent condition for good karma 
(and because sometimes the approval or buyer’s contract require “broom clean” 
condition). 
 

● What to Do With That Small Equity? In your case, you had $10k–$15k equity on 
paper. In a short sale scenario, it means the sale price didn’t reach that, so unfortunately 
you likely won’t see that equity. If by some chance the final numbers allowed a tiny bit of 
proceeds to remain (for example, maybe the offer went up and now covers the debt plus 
costs with $2k leftover), typically the lender would not allow that to go to you in a short 
sale – they’d reduce their loss first. The only way you’d keep equity is if it turned out not 
to be a short sale at all (sale fully pays the loan and costs, leaving extra). But then you 
wouldn’t need the bank’s approval at all. Realistically, expect to walk away with no 
money except any relocation incentive the lender agreed to. It can feel frustrating to 
have worked so hard for no payout, but remember you did avoid a potential much larger 
loss and hit. Preserving your $10k equity would have meant finding a buyer willing to pay 
that much more – which the market didn’t bear. The short sale prevented you from going 
negative beyond just losing that equity (for example, if the bank forgave $20k of debt, 
that’s effectively $20k you didn’t have to pay – which in a way “preserves” that amount of 
your personal net worth by not saddling you with a deficiency). 
 

https://www.nar.realtor/mortgage-debt-cancellation-relief#:~:text=Mortgage%20Debt%20Cancellation%20Relief%20The,2021%20through%20December%2031%2C%202025
https://www.diamondlawgroup.com/short-sale-negotiation/#:~:text=Generally%20clients%20are%20concerned%20about,is%20known%20as%20a%20deficiency
https://www.diamondlawgroup.com/short-sale-negotiation/#:~:text=Generally%20clients%20are%20concerned%20about,is%20known%20as%20a%20deficiency


● Deficiency Waiver Documentation: Ensure you get a copy of the release of mortgage 
and any waiver of deficiency after closing. The title company will record a satisfaction or 
release of the mortgage in public records, indicating the lien is paid off (even if not in 
full). Sometimes the approval letter serves as a waiver. In some cases, you might get a 
separate document that explicitly says the lender releases you from obligation. Keep 
these in your records forever. On the slim chance a future collection agency tried to 
claim you owe the deficiency, that letter is your proof of waiver. It’s rare if done correctly, 
but you want that peace of mind documentation. 
 

● Celebrate (Cautiously): Closing day can be emotional. You’re selling your home and 
likely feel a mix of relief and disappointment. Take a moment to acknowledge that you 
made a tough decision to protect your long-term finances. You succeeded in avoiding 
foreclosure, which will spare you the worst credit consequences and legal troubles. Yes, 
you walk away without profit, but you also walk away without a huge debt. Many 
Floridians found themselves in much worse shape after the housing crises, so consider 
this a financial reset. 
 

Step 10: Life After the Short Sale – Rebuilding and Future 
Homeownership 
With the home sold and the immediate crisis behind you, here’s what to consider as you move 
forward: 

● Impact on Credit Score: A short sale (with the mortgage possibly having some missed 
payments) will show up on your credit report, typically as “Settled for less than full 
balance” or similar. Each late payment had a negative impact, and the final resolution 
also dings your score. You might see a significant drop – often around 100 to 150 points, 
depending on your starting score (How Does a Short Sale Affect Your Credit?). For 
example, someone with excellent credit (750+) could drop well into the 600s after a short 
sale, whereas someone with a lower score might drop into the 500s. The precise hit 
varies, but it is a serious delinquency mark. The record of the short sale and any 
delinquencies will stay on your credit report for up to 7 years (like other negative items). 
However, the good news is that it’s generally viewed less harshly than a foreclosure or 
bankruptcy (How Does a Short Sale Affect Your Credit?). Credit scoring models and 
future lenders often consider a short sale as a better outcome than abandoning the debt 
entirely. 
 

● Improving Your Credit: Now that you are free of the mortgage payments, you can focus 
on rebuilding. Continue paying all other obligations on time (credit cards, car loans, etc.). 
If credit cards were maxed, try to pay them down – credit utilization ratios impact your 
score. With the weight of the home off, you might gradually stabilize your finances. Over 
the next 12–24 months, you may see your score climb as the short sale ages and as 
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positive new history builds. Avoid taking on new debt too quickly; you might even 
consider a secured credit card or credit-builder loan if you need to add some positive 
accounts (but you likely have existing credit lines, so just keep them in good standing). 
 

● Future Homebuying: One common question is, “When can I buy another house?” The 
answer depends on the type of new loan and how the short sale was reported: 
 

○ FHA Loans: FHA is often used after a derogatory event because of its more 
lenient requirements. FHA guidelines generally allow you to get a new 
FHA-insured mortgage after 3 years from the short sale if there were late 
payments leading up to it. However, if you had no late payments on that prior 
mortgage and you were not otherwise in default, FHA might not require the 
full 3-year wait – in some cases, you could get an FHA loan sooner (even 
immediately) if the short sale was truly because of circumstances beyond your 
control (such as job transfer) and you were current until closing. But in practice, 
many lenders overlay a waiting period even if you were current. Since you likely 
did or will miss payments (due to the hardship), plan on roughly 3 years before 
FHA. 
 

○ Conventional Loans (Fannie Mae/Freddie Mac): These typically require a 
longer wait. As of recent rules, after a short sale, you often need to wait 4 years 
to be eligible for a conventional loan (with lesser waits possible if you can prove 
extenuating circumstances, possibly 2 years, but that’s stricter). Foreclosure is a 
7-year wait, so short sale is definitely better. Keep in mind, in those interim years 
you must re-establish good credit and savings. 
 

○ VA Loans: If you’re a veteran and had a VA loan, VA guidelines allow for another 
VA loan usually 2 years after a short sale (and possibly sooner if credit 
re-established and rationale is good). VA also looks at whether you defaulted or 
not. 
 

○ These guidelines can change, so when you’re ready, talk to a mortgage 
professional about current rules. But generally, think of a short sale as a 
temporary setback – you likely can be a homeowner again in a few years if you 
recover financially. 
 

● Deficiency Concern: Because we stressed getting a waiver, you shouldn’t have to 
worry about the lender coming after you for any remaining balance. Just be aware to 
monitor any mail. If, by some mistake, you ever got a collections notice for that old 
mortgage balance, you would refer them to the short sale approval letter showing it was 
settled. It’s rare if handled properly, but just keep all documentation. Florida’s statute of 
limitations for them to sue on a deficiency is typically one year after foreclosure, but 
since this was a negotiated settlement, it’s resolved. 
 



● Emotional Recovery: It’s normal to feel a sense of loss after selling your home under 
duress. Give yourself time to adjust. Focus on the positive: you made a smart decision to 
prevent a downward financial spiral. You’ve protected your future by not letting the 
situation escalate to foreclosure. Many people in Florida went through short sales during 
tough economic times and emerged stronger. Use this experience as a learning 
opportunity in homeownership and finance. 
 

● Renting for Now: You may be renting a home or apartment after moving out. Use this 
period to rebuild savings (perhaps the money you’re no longer spending on high 
mortgage payments can be saved). Renting also gives you flexibility. Just keep any 
rental payments on time as that can indirectly affect credit (through landlord references 
or if they report payments). 
 

● Keep Up with Credit Monitoring: It’s a good idea to check your credit reports a few 
months after the short sale to ensure the mortgage is reported as closed and settled. 
Sometimes there’s a lag or inaccuracies. You have the right to dispute incorrect info. For 
example, if the report doesn’t show a zero balance or says foreclosure, you’d want to get 
that corrected to “settled for less” or similar. Utilize annualcreditreport.com for free 
reports or a credit monitoring service. 
 

● Future Equity Building: When you’re ready to buy again, you’ll be starting fresh but 
wiser. Perhaps you’ll buy something more affordable or after saving a larger down 
payment. Many who short sell are able to purchase another home in a few years and 
they often manage that new mortgage very carefully (since they remember the 
hardship). Lenders too will see that you handled a difficult situation responsibly, 
especially if you avoided any other defaults. There is indeed financial life after a short 
sale. 
 

● Alternatives Review: If, for some reason, your short sale attempt had fallen through, 
you would have then pursued those alternatives (deed-in-lieu, etc.). But since we’re 
assuming success, you won’t need a deed-in-lieu. If you did one, similar credit 
repercussions apply, though sometimes noted differently on credit reports. And you likely 
wouldn’t get any equity back in a deed-in-lieu either (unless there was a cash for keys 
incentive). In any case, you’ve navigated the best path available. 
 

Final Thoughts: You took proactive steps to exit your home before it could wreak long-term 
havoc on your finances. This guide walked you through each phase, but real life can throw 
curveballs – always adapt the steps as needed and rely on professional advice when in doubt. 
Florida’s real estate laws and market conditions can be nuanced, but the principles of a short 
sale remain: demonstrate hardship, work with the lender, find a fair offer, and insist on terms that 
let you walk away clean. By preserving your remaining assets and avoiding a foreclosure 
judgment, you’ve given yourself a better foundation to rebuild. 



While a short sale is not an outcome anyone hopes for when buying a home, it is a valuable 
relief strategy when used correctly. You’ve likely prevented a much worse loss (financial and 
credit-wise) by taking action now. As you move forward, stay savvy about your finances – 
budget carefully with the experience gained, and when you’re ready to own a home again, you’ll 
do so from a position of greater strength and knowledge. Best of luck, and remember that many 
others have been in your shoes and come out successfully on the other side of a short sale. In a 
few years, this will hopefully just be a chapter in your financial history, not the defining story. 
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