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When a real estate transaction involves a property in foreclosure, knowing the foreclosure timeline
helps you as the real estate agent to assess whether you have enough time to close escrow before
the foreclosure sale. Starting September 8, 2008, California has a special foreclosure timeline for
loans originated between 2003 and 2007, inclusive, which are secured by owner-occupied
residences. Indeed, loans involved in short sales are likely to be owner-occupied loans from the
years 2003 to 2007, which was the heyday for subprime lending. The special foreclosure timeline
does not apply if the borrower has filed for bankruptcy, surrendered the property, or contracted with
a person or entity whose primary business is advising people, who have decided to leave their
homes, on how to extend the foreclosure process and avoid their contractual obligations. The
special foreclosure timeline will remain in effect until January 1, 2013. (Cal. Civ. Code § 2923.5.)

FORECLOSURE TIMELINE FOR OWNER-OCCUPIED REAL PROPERTY LOANS (made from
2003 to 2007)

The approximate minimum time frames for the non-judicial foreclosure of owner-occupied real

property loans made from 2003 to 2007 are as set forth below. In California, most lenders elect to
foreclose non-judicially by conducting trustees' sales, not by judicial foreclosure.

Pre-Foreclosure Period

A lender may initiate the foreclosure process when a borrower defaults on a loan, such as by
missing a mortgage payment. However, a slight delay may not justify acceleration and foreclosure
by the lender. Hence, in practice, lenders generally wait a few months after a missed payment
before starting the foreclosure process.

Day 1: Lender Contacts Borrower

For owner-occupied loans from 2003 to 2007, a lender initiating the foreclosure process must
generally contact the borrower by phone or in person to assess the borrower’s financial situation and
explore options for avoiding foreclosure. During the conversation, the lender must inform the
borrower of the right to meet with the lender within 14 days. The lender must also give the borrower
the toll-free number for finding a HUD-certified housing counseling agency.

Day 31: Filing of Notice of Default

For owner-occupied loans from 2003 to 2007, the lender may file a notice of default 30 days after
contacting the borrower to explore options for avoiding foreclosure. The notice of default must be
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filed in the county where the property is located and a copy must be mailed within 10 business days

after recordation to the borrower and all other persons who have requested such notice. The notice

of default informs the borrower of the default. It must also include the lender's declaration that it has
contacted the borrower to explore options for avoiding foreclosure, tried with due diligence to contact
the borrower, or the borrower has surrendered the property.

Day 121: Filing of Notice of Trustee's Sale

Three months after the filing of the notice of default, the lender may record a notice of trustee’s sale
setting forth the date, time, and place of the upcoming trustee’s sale. Because of the gravity of a
notice of trustee’s sale, it must be widely disseminated. The notice of trustee’s sale must be
recorded, posted, mailed to the borrower and others, as well as published once a week for three
consecutive weeks in a newspaper of general circulation.

Day 145: Deadline to Cure Default

Up to five business days before the trustee’s sale, the borrower may reinstate the loan by curing the
default or paying the missed payments plus allowable costs. After the reinstatement period expires,
the borrower still has the right to redeem the property by paying the entire debt, plus interest and
costs (not just the arrearage), before the bidding begins at the trustee’s sale.

Day 152: Trustee's Sale

Although California law allows a trustee’s sale to take place 20 days after the posting of the notice of
trustee’s sale, lenders customarily wait at least 31 days instead to help protect against federal tax
liens. At the trustee’s sale, the property is sold through a public auction to the highest bidder. Title
is transferred to the successful bidder by trustee’s deed.

USING THIS FORECLOSURE TIMELINE

A foreclosure timeline helps you as a listing agent ascertain whether you have enough time to
market and sell the property as a short sale. Depending on the stage of foreclosure the homeowner
is in (“Foreclosure Stage”), the chart below gives you the total time frame you have, at a minimum, to
sell a property as a short sale before the trustee’s sale occurs (“Minimum Time Left to Sell”).

Foreclosure Stage Minimum Time Left to Sell

Homeowner just missed making mortgage

payment for the first time. About 6 to 8 months total

Homeowner has just been contacted by
the lender to explore options for avoiding About 5 months total

foreclosure.

Notice of default has just been filed. About 4 months total

Notice of trustee’s sale has just been filed. | Date of trustee’s sale is on notice of sale

As an example, if a notice of default has just been filed, you have a minimum of about four months to
sell the property before the trustee’s sale may occur. That’s four months not only to find a buyer, but
also to get the lender to approve the short sale and close escrow. The short sale lender may agree
to postpone the trustee’s sale in some situations (such as when there’s an accepted offer), but be
sure to get any agreement for a postponement in writing.
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FORECLOSURE TIMELINE FOR OTHER TYPES OF LOANS

For loans that are not secured by owner-occupied real property or not madefrom 2003 to 2007,
lenders are not required to contact the borrowers to exploreoptions for avoiding foreclosure. For
these loans, the total minimum timefor the foreclosure process is roughly only 122 days, not 152
days. Ifthe lender is not required to contact the borrower, the foreclosure processtakes a minimum
of about 4 months from the filing of the notice of default tothe day of the trustee’s sale.

This legal article is just one of the many legal publications and services offered by C.A.R. to its
members. For a complete listing of C.A.R.'s legal products and services, please visit C.A.R. Online
at www.car.org.

Readers who require specific advice should consult an attorney. C.A.R. members requiring legal
assistance may contact C.A.R.'s Member Legal Hotline at 213.739.8282, Monday through Friday,
9:00 A.M. to 6:00 P.M. C.A.R. members who are broker-owners, office managers, or Designated
REALTORS® may contact the Member Legal Hotline at 213.739.8350 to receive expedited service.
Members may also fax or e-mail inquiries to the Member Legal Hotline at 213.480.7724 or

legal hotline@car.org. Written correspondence should be addressed to:

California Assocations of REALTORS®
Member Legal Services

525 South Virgil Avenue

Los Angeles, California 90020

The information contained herein is believed accurate as of December 2, 2008. It is intended to provide general answers to general questions and is not intended as a substitute for
individual legal advice. Advice in specific situations may differ depending upon a wide variety of factors. Therefore, readers with specific legal questions should seek the advice of

an attorney.
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