
SHORT

Navigating your way down the rocky road
SHORT SALES -  
BACK TO BASICS
Having helped hundreds of distressed 
home owners, and instructed thousands 
of agents around the country on the 
topic of short sales, this article is a 
self-limiting exercise in distilling my 
knowledge on the topic into two broad 
categories. I know it sounds basic, but 
basics can be refreshing. They can help 
us refocus, and can confirm what we 
are already doing, invigorating our 
work. Obviously, this is not meant 

to be a comprehensive article, but if 
you pay heed to the two categories 
discussed, my experience shows that you 
can drastically increase your closings 
and avoid some of the most common 
problems that plague this subset of  
our industry.

In my opinion, two most essential 
ingredients required for a successful 
short sale transaction are:

1.Qualified Seller, and
2.Qualified Listing Agent.

QUALIFIED SELLER
Before someone decides to list their 
property for sale, they need to determine 
if a short sale is right for them. In other 
words, is it truly the best option for 
their circumstances at this time? To get 
to this answer, it is important to ponder 
the “why” behind the decision to go 
through with a short sale. No one else 
can conclude this but the distressed 
borrower. The general reasons for 
someone doing a short sale can be many 
– avoiding the stigma of a foreclosure, 
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credit preservation, ability to negotiate 
deficiency demands with the bank 
prior to foreclosure, neighborhood 
preservation, etc ... but the specific 
reasons are the borrower’s alone.

In addition to understanding why 
someone wants to do a short sale, it 
is also important to understand what 
other options are available to them 
in their particular situation. Other 
options available may be renting the 
house, settling or consolidating other 
debt, getting a second job, working 
a loan modification with the lender, 
filing for bankruptcy, or letting the 
home go to foreclosure. It is critical 
to understand that the real estate 
agent is not the decision maker in this 
instance. REALTORS® are a resource, 
a consultant, but the ultimate decision 
must always be placed with the 
borrower - if for no other reason,  
than for the fact that theirs alone  
are the consequences, once the sale  
is completed. 

While there are many resources 
for each of those options available 
on the internet and elsewhere, we 
must strongly recommend that the 
seller has a conversation with a local 
professional experienced in each of the 
fields (attorneys, accountants, HUD 
counselors, bank counselors, etc). A 
true professional immersed in their 
field will have all the right resources, 
and can recommend other reputable 
professionals. Please remember that a 
real estate professional is not qualified to 
provide their clients legal, financial/tax 
or credit advice. 

During the short sale the bank will ask 
about the nature of the seller’s hardship, 
and ask to see supporting documents 
(to include, but not limited to, recent 
bank statement, tax return, paycheck 
stubs, etc). Hardship is a somewhat 
relative concept, but the most common 
definition that we use is that something 

has changed, so that now the seller is no 
longer able to retain the house, and is 
asking the bank to approve a short sale. 

In simplest terms, what I look for at 
this stage is some level of responsibility. 
If the prospective seller is responsible 
for their situation, they will be engaged 
through the process of the sale, and will 
work in partnership with you to achieve 
a favorable result. Someone that doesn’t 
take any responsibility in their situation, 
has already checked out, or simply 
“doesn’t care,” is not a qualified seller. 
The transaction will fall apart at some 
point, and in the end will be a waste of 
time for all parties involved. Don’t go 
there - you can’t help someone who is 
unwilling to help themselves!

QUALIFIED LISTING AGENT
After the qualified seller, in my mind, a 
qualified listing agent is the second most 
important element of a successful short 
sale transaction. In one sense, the listing 
agent is the one driving the bus that all 
the parties are riding. Ultimately, they 
will be the one who determines whether 
or not all parties successfully arrive at 
their destination. 

A qualified listing agent will have the 
knowledge and the experience in several 
critical areas, and we encourage the buyer’s 
agent to communicate with the listing 
agent and to pay attention how they 
address and handle each of these areas. 

PREPARATION
A good short sale listing agent will start 
to prepare for the successful transaction 
before they even list. As I discuss above, 
they will qualify the seller extensively, 
and only list a house that they believe 
they can ultimately close. They will also 
start to collect the documents needed 
later in the process. This serves both as 
means of further qualifying the seller 
(will they really cooperate?), and of 
making sure that no time is wasted once 
the offer is procured. If the listing agent 
has not collected the short sale package 

when the buyer’s agent calls - let this 
serve as a red flag. 

PRICE
One of the most important factors in a 
successful short sale is the price of the 
property. What a buyer is willing to 
pay and a bank is willing to accept is 
where a property ultimately gets sold. 
Many failed short sales happen because 
the property was either overpriced (and 
nobody was interested) or underpriced 
(and everybody except the bank was 
interested). Banks understand that a 
property is only worth what someone 
is willing to pay for it in the current 
market, which is why principal (the 
amount owed) becomes largely 
immaterial (except in figuring the loss 
the bank/borrower will settle).

EXPERIENCE IN NEGOTIATIONS
It is always good when you encounter 
an agent who has extensive experience 
in short sale negotiations. This is not to 
rule out agents who have no experience 
- they may have the skills and the 
resources needed to approve a short sale, 
but an experienced agent is a safer bet in 
these transactions. A question I like to 
ask is “What has been your experience 
in getting a short sale approved with 
these lenders?” While past performance 
is no guarantee of future results, it is 
certainly a strong indicator.

CONCLUSION
Much more can be said, including 
qualifying the buyer and buyer’s agent, 
but in my experience if you have it 
together on these two points, few things 
can derail your transaction. Buyers may 
come and go, the bank may be difficult, 
but a qualified seller and a qualified 
listing agent make a team that is a force 
to be contended with, when it comes to 
a successful short sale transaction.

-- Greg Markov
AZ Short Sale Experts, LLC, Phoenix  

Heritage Real Estate Group, HomeSmart
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