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UNDERSTANDING THE CONTRIBUTION LETTER FOR MORTGAGE MODIFICATION

When  financial  hardship  strikes  and  you  find  yourself  struggling  to  keep  up  with  your  mortgage  payments,  a  mortgage  modification  can  offer  a
lifeline. However, securing approval from your lender is rarely straightforward. One of the most critical documents you may be required to submit is a
contribution letter for mortgage modification. This letter serves as a formal explanation of any financial assistance you have received or expect
to  receive  from  a  third  party—such  as  a  family  member,  friend,  employer,  or  charitable  organization—to  help  you  make  your  modified  mortgage
payments. Without a properly drafted contribution letter, your lender may deny your modification request, even if you otherwise qualify. This article
will walk you through everything you need to know about writing an effective contribution letter, why it matters, and how to avoid common pitfalls
that could jeopardize your application.
Mortgage lenders are in the business of risk management. When they agree to modify a loan, they are essentially agreeing to change the original
terms—often by lowering the interest rate, extending the loan term, or even forgiving a portion of the principal. Because these changes cost the
lender money, they need assurance that you will  be able to make the new, modified payments consistently.  If  your income alone is  insufficient to
cover those payments, but a third party has pledged to contribute, the lender will want documented proof. That is where the contribution letter comes
into play. It is more than just a note from your relative saying they will help you out; it is a binding commitment that the lender will scrutinize
carefully.

WHAT IS A CONTRIBUTION LETTER FOR MORTGAGE MODIFICATION?

A contribution letter for mortgage modification is a formal document that confirms a third party's commitment to provide ongoing financial support to
help you make your mortgage payments after the modification is approved. Unlike a one-time gift, this type of contribution is typically expected to
continue for a defined period, often at least 12 months or longer, depending on the lender's requirements. The letter must clearly state the amount of
the contribution, the frequency of the payments, the duration of the commitment, and the relationship between the contributor and the borrower. It
should also include the contributor's contact information and signature to authenticate the pledge.
Lenders require this letter to ensure that your income—including the contribution—is sufficient to sustain the modified payment over the long term. If
you are using a contribution to qualify for a modification, the lender will treat that contribution as part of your gross monthly income. However, not all
contributions are treated equally. A contribution from a family member who lives with you and shares household expenses may be viewed differently
than a contribution from a friend who lives out of state. Understanding these nuances can make the difference between approval and rejection.

Why Do Lenders Require a Contribution Letter?
Lenders are required by investors and regulatory guidelines to verify that borrowers have both the ability and the willingness to repay their modified
loans. When a third party is involved in helping with payments, the lender needs to confirm that the assistance is reliable and not a short-term fix. The
contribution letter serves as evidence that the third party understands their obligation and is legally and financially capable of fulfilling it. Without this
documentation, the lender cannot count the contribution as part of your qualifying income, which may leave you with a debt-to-income ratio that is
too high to approve.

Verification of income: The contribution letter provides a paper trail that the lender can verify, often by requesting bank statements or tax
returns from the contributor.
Risk assessment: Lenders need to evaluate the likelihood that the contribution will continue for the duration of the hardship period or longer.
Regulatory compliance: Many mortgage modification programs are backed by government agencies like FHA, VA, or Fannie Mae, which have
strict documentation requirements.
Avoiding fraud: A signed and dated contribution letter helps prevent misrepresentation of financial support.

WHEN DO YOU NEED A CONTRIBUTION LETTER FOR MORTGAGE MODIFICATION?

You may need a contribution letter  if  your  income alone does not  meet the lender's  debt-to-income ratio  requirements for  the modified loan.  This
situation commonly arises when you have experienced a reduction in income due to job loss, medical issues, divorce, or other hardships. If a family
member or friend has agreed to help you make ends meet, the lender will want that commitment in writing. Additionally, if you are using rental
income from a property, alimony, child support, or any other non-employment income to qualify, you may be asked to provide a contribution letter or
equivalent documentation.
It is also common for borrowers who are self-employed or have irregular income to need a contribution letter to strengthen their application. Even if
your income is sufficient on paper, lenders may still request a contribution letter if your income source is considered unstable or difficult to verify. In

some cases, a co-borrower or co-signer may be added to the loan, but if that is not possible, a contribution letter is the next best option.

Common Scenarios That Require a Contribution Letter
Hardship due to unemployment or underemployment: If you have returned to work but at a lower salary, a family contribution can bridge1.
the gap.
Medical emergencies: Extended illness or disability can deplete savings and reduce income, requiring outside help.2.
Divorce or separation: Loss of a spouse's income may necessitate assistance from parents or siblings.3.
Natural disasters: After a hurricane, wildfire, or flood, many homeowners rely on family contributions while they rebuild.4.
Business downturn: Self-employed borrowers may experience a temporary dip in income and need a short-term contribution to qualify for5.
modification.

KEY COMPONENTS OF AN EFFECTIVE CONTRIBUTION LETTER

Writing a contribution letter for mortgage modification is not something you should take lightly. Lenders will check every detail, and any inconsistency
can delay or derail your application. Here are the essential elements that every contribution letter should include:

1. Contact Information of the Contributor
The letter must include the full name, address, phone number, and email address of the person providing the contribution. This allows the lender to
verify the contributor's identity and financial capacity.

2. Borrower Information
Include your full name and the property address associated with the mortgage. This makes it clear which loan the contribution is intended to support.

3. Specific Contribution Amount and Frequency
The letter must state a precise dollar amount. Avoid vague language like "I will help with payments." Instead, write something like "I will contribute
$500 per month for 12 consecutive months starting January 1, 2025."

4. Duration of the Commitment
Lenders typically want to see a commitment of at least 12 months, though some may accept 6 months if the borrower's income is otherwise stable.
Clearly state the start and end dates of the contribution period.

5. Purpose of the Contribution
The letter should explicitly state that the funds are to be used for mortgage payments. This prevents any confusion about how the money will be
applied.

6. Statement of Irrevocability
Some lenders require language indicating that the contribution is a gift and does not need to be repaid. If the contribution is a loan, that changes
everything and may not be acceptable. Check with your lender first.

7. Signature and Date
The contributor must sign and date the letter. In some cases, the lender may require the signature to be notarized to add an extra layer of
authenticity.
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8. Supporting Documentation
While not part of the letter itself, you should attach proof of the contributor's ability to make the payments, such as bank statements, pay stubs, or
tax returns. The lender will likely request these anyway.

HOW TO WRITE A COMPELLING CONTRIBUTION LETTER FOR MORTGAGE MODIFICATION

Now that you understand what goes into the letter, let's discuss how to write one that will pass lender scrutiny. The tone should be professional, clear,
and direct. Avoid emotional language or excessive detail about the hardship. Lenders are looking for facts, not stories. However, you should still
provide enough context to explain why the contribution is necessary and how it will be sustained.
Begin  by  addressing  the  letter  to  the  lender  or  loan  servicer,  using  the  specific  name  and  address  provided  in  your  modification  application
instructions. Use a formal business letter format. In the first paragraph, state the purpose of the letter and identify the borrower and property. In the
second paragraph, provide the details of the contribution: amount, frequency, duration, and purpose. In the third paragraph, include a statement of
the contributor's intent and ability to fulfill the commitment. Close with a signature block and date.

Sample Contribution Letter Template
Below is a template you can adapt for your own situation. Replace the bracketed text with your specific details. Remember that this is only a starting
point; you should customize it to meet your lender's requirements.
[Contributor's Full Name]
[Contributor's Address]
[City, State, ZIP Code]
[Phone Number]
[Email Address]
[Date]
[Lender's Name]
[Lender's Address]
[City, State, ZIP Code]
Re: Contribution Letter for Mortgage Modification – [Borrower's Full Name] – [Property Address]
Dear [Lender's Name or "Loan Servicing Department"],
I  am  writing  to  confirm  my  commitment  to  provide  financial  assistance  to  [Borrower's  Full  Name],  who  is  the  owner  of  the  property  located  at
[Property  Address].  I  understand  that  [Borrower's  Name]  is  currently  applying  for  a  mortgage  modification  on  this  property,  and  I  am  willing  to
contribute to their monthly mortgage payments to ensure they can meet the modified payment terms.

I agree to contribute the amount of $[Amount] per month for a period of [Number] months, beginning on [Start Date] and ending on [End Date].
These funds are to be used exclusively for the mortgage payments on the property referenced above. I understand that this contribution is a gift and
does not require repayment. I am financially able to make these contributions, as evidenced by the attached bank statements and tax returns.
Please feel free to contact me directly at [Phone Number] or [Email Address] if you require any additional information or documentation to process
this modification request.
Sincerely,
[Contributor's Signature]
[Contributor's Printed Name]
Attachments: [List any supporting documents, such as bank statements or proof of income]

COMMON MISTAKES TO AVOID WHEN WRITING A CONTRIBUTION LETTER

Even a well-intentioned contribution letter can be rejected if it contains errors or omissions. Here are some of the most frequent mistakes borrowers
make and how to avoid them:

Vague language: Avoid phrases like "I'll help when I can" or "I plan to contribute." Be specific about the amount, frequency, and duration.
Missing contact information: The lender will likely call the contributor to verify the letter. If the contact details are missing or incorrect, it
raises red flags.
No supporting documentation: A letter alone is rarely enough. Always attach proof of the contributor's ability to pay, such as recent bank
statements, pay stubs, or tax returns.
Inconsistent information: If the contribution letter mentions a different amount than what you stated in your application, the lender will
question the discrepancy.
Contributor is not financially stable: If the contributor has a high debt-to-income ratio or insufficient assets, the lender may view the
commitment as unreliable.
Not having the letter notarized when required: Some lenders require notarization. Check your modification guidelines carefully.
Forgetting to update the letter: If your hardship situation changes, or if the contributor can no longer provide support, you must inform the
lender immediately and submit an updated letter.

TIPS FOR GETTING YOUR MORTGAGE MODIFICATION APPROVED

While a well-written contribution letter is crucial, it is only one piece of the puzzle. To maximize your chances of approval, consider the following
strategies:

1. Be


