
vi © NATP

Foreclosures and Debt Cancellation

Table of Contents
Foreclosure ............................................................................................ 1

Foreclosure process overview  .................................................................... 2

Default  ................................................................................................... 3

Acceleration ........................................................................................... 3

Legal action............................................................................................ 4

Sale of property ..................................................................................... 4

Pursuit of outstanding debt balance ...................................................... 5

Discharge of debt ................................................................................... 5

Foreclosure outcomes ................................................................................. 5

Abandonment ........................................................................................ 6

Repossession......................................................................................... 6

Deed in lieu ............................................................................................ 6

Cash for keys ......................................................................................... 7

Short sale ............................................................................................... 7

Sale of property ........................................................................................... 8

Types of debt ......................................................................................... 8

Determining sales price ....................................................................... 10

Reporting sale  ..................................................................................... 12

Calculating gain or loss ........................................................................ 18

Multiple lenders .................................................................................... 21

Multiple borrowers ............................................................................... 22

Cancellation of Debt Income .............................................................. 25

When is debt canceled? ............................................................................ 26

Filing requirements .................................................................................... 28

Exceptions ........................................................................................... 31

Co-signers and guarantors .................................................................. 32



© NATP  vii

Foreclosures and Debt Cancellation

Form 1099-C .............................................................................................. 33

Reporting ................................................................................................... 37

Multiple borrowers ..................................................................................... 41

Pass-through entities ................................................................................. 42

Partnerships ......................................................................................... 42

S corporations ..................................................................................... 42

Estates ................................................................................................. 42

Suspended passive losses ........................................................................ 43

Exclusions for Cancellation  
of Debt Income .................................................................................... 46

Form 982 exclusions .................................................................................. 47

Form overview ..................................................................................... 47

Specific exclusions .............................................................................. 50

Other income exceptions ........................................................................... 66

Reacquisition of a debt instrument ...................................................... 67


	FEDANA:33837.48-1
	FEDANA:33837.48
	_Ref457931211
	_Ref457931216
	_Ref457931194
	_Ref457931225
	lastkeyword
	FEDANA:81917.96-1
	FEDANA:81917.97-1
	_Ref457941247
	_Ref457941254
	_Ref457987976
	BestSection
	keyword
	_Hlk39484354
	TREGS:38591.1
	1.1017-1(a)(2)
	TREGS:38592.1
	1.1017-1(a)(3)
	TREGS:38593.1
	1.1017-1(a)(4)
	TREGS:38594.1
	1.1017-1(a)(5)
	TREGS:38595.1
	_Ref457987902
	_Ref457987846
	_Ref457987866

