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	Comment by Brian Travis: At closing, the first $80,000 of your reverse mortgage goes directly to paying off the old loan, plus a portion is used to pay for closing costs and fees.  The rest is yours to take as a lump sum, monthly payments, or a line of credit. 

[image: ]	Comment by Brian Travis: In the HEMCb box: omit “adjusts annually.”  HECM can adjust monthly or annually.  
In the Jumbo box:  add “Fixed or adjustable rates”  Jumbos can be either and aren’t “usually” fixed rates

[image: ]	Comment by Brian Travis: In the Jumbo headline:  For High-Value Homes and Borrowers Aged 55 or over.  
First sentence:  “If your home is worth significantly more than the HECM limit or if the borrower is aged 55 or over….”
Third paragraph:
The statement that Jumbo RMs tend to be lump-sum payouts is not correct.  They’re are plenty of Jumbo ARM options.  With that said, perhaps the statement could say:  “Jumbo/Proprietary loans are best-suited for homeowners with high-value properties who would like a larger Line of Credit, for borrowers 55 and over (in certain states), or for other borrowers for whom a HECM doesn’t work.”
[image: ]	Comment by Brian Travis: ...only available with a one-time lump-sum payout option at closing.

[image: ]	Comment by Brian Travis: For instance, you might take a partial lump sum for home renovations or to pay off credit card debt and then put the rest into a line of credit for future use.  (the premise of taking a lump to “pay off the mortgage” is not correct - paying off the mortgage is a requirement. Examples of “taking a lump sum” is more like the sentence above:  home renovations, etc.)

[image: ]	Comment by Brian Travis: This is not a good example of a combo approach.  A better example would be the Sue took a partial lump sum payment of $15,000 to pay for some home renovations in order to age-in-place, with the rest as a line of credit.

[image: ]	Comment by Brian Travis: ...and most fees can be rolled into the loan itself so little would be paid out of pocket. (appraisal, credit report and counseling session are paid of of pocket.)

[image: ]	Comment by Brian Travis: Total:  $16,000 - most of these fees are rolled into the loan balance.

[image: ]	Comment by Brian Travis: Your ongoing chores are:  pay your property taxes and HOA fees (if needed) on time every year, maintain your homeowner’s insurance coverage, and keep the home in reasonable repair.	Comment by Brian Travis: The appraisal is typically an out-of-pocket fee that costs between...

[image: ]	Comment by Brian Travis: About your ability for keep up with taxes, insurance and HOA fees (if needed)…
Specifically sto pay your property taxes, HOI and HOA fees (if needed) for the rest of your….	Comment by Brian Travis: Your Homeowners Chores
Add HOA Fees (if needed)
Pay your HOA Fees on time.  Falling behind can trigger a default notice.

[image: ]	Comment by Brian Travis: But she rolled most of them into her loan, paying little out of pocket….

[image: ]	Comment by Brian Travis: Paying taxes, insurance, HOA fee (if needed), and maintaining the home

[image: ]	Comment by Brian Travis: Most can be rolled into the loan with little out of pocket.  (appraisal, credit report and counseling are out of pocket.)

[image: ]	Comment by Brian Travis: Can all fees be rolled into the loan
Why it matters:  Most people would prefer to pay as little as possible upfront.
Good Answers:  For most borrowers, most of the fees can be financed except for the appraisal, credit report and counseling session.  
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Introduction

Your aept goes DUWN. INO montniy mortgage payments requirea.”

*You must continue to pay property taxes, homeowners
insurance, and home maintenance. Interest accrues on the loan
balance over time.

With a traditional mortgage, you pay the bank every month and your debt goes down over time. With a reverse
mortgage, the lender sends funds to you and no monthly mortgage payments are required — though you must
continue to pay property taxes, homeowners insurance, and maintain the home. Interest accrues on the loan
balance over time. It is, in many ways, the mirror image of the loan you have had your entire adult life.

A Brief History

The concept of a reverse mortgage is not new. The first one in the United States was written in 1961 by a savings
and loan officer in Portland, Maine, who wanted to help a widow stay in her home after her husband passed
away. For the next few decades, the product remained obscure — a niche offering that few people knew about
and even fewer understood.

Everything changed in 1988 when Congress created the Home Equity Conversion Mortgage (HECM) program
under President Ronald Reagan. The HECM brought federal insurance, standardized rules, and consumer
protections that made reverse mortgages safer and more accessible. Since then, the program has been refined
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= The Financial Assessment

Here is where many people breathe a sigh of relief: you do not need a perfect credit score to get a reverse
mortgage. In fact, your credit score is far less important than it would be for a traditional mortgage. The
lender is not looking for a high score; they are looking for a pattern of responsibility.

The lender will perform what is called a "financial assessment." They want to see that you can afford to
keep up with property taxes, homeowner's insurance, and basic maintenance on the house. They will look
at your income, your monthly expenses, and your payment history on things like credit cards and existing
loans.

If the lender has concerns — say, for example, you fell behind on property taxes a few years ago — they
may still approve you, but they will set aside a portion of your loan proceeds into something called a Life
Expectancy Set-Aside, or LESA. Think of a LESA as a savings account that automatically pays your taxes
and insurance each year so you never fall behind. It reduces the amount of cash you can access, but it

also protects you from losing your home.
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What If | Still Have a Mortgage?

Many people assume they need to own their home free and clear to qualify for a reverse mortgage. This is not
true. You can get a reverse mortgage even if you still have a balance on your existing mortgage. The catch is that
the reverse mortgage must pay off your current mortgage first, before you can access any remaining funds.

Here is how it works in practice. Suppose your home is worth $400,000, you still owe $80,000 on your current
mortgage, and you qualify for a reverse mortgage of $200,000. At closing, the first $80,000 of your reverse
mortgage goes directly to paying off the old loan. The remaining $120,000 is yours to take as a lump sum,

monthly payments, or a line of credit.

But here is the beautiful part: you no longer have a monthly mortgage payment. That $800 or $1,200 per month
you were sending to your old lender? It stays in your pocket. For many homeowners, this single benefit —
eliminating the monthly mortgage payment — is the primary reason they get a reverse mortgage. It can
dramatically change your monthly cash flow and reduce the stress of living on a fixed income.

Eligible Property Types

Not every building qualifies for a reverse mortgage, but the list of eligible property types is broader than most
people think. Single-family homes are the most common, but the program also accepts townhouses, FHA-
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advantages depending on your situation.

e HECM

FHA-INSURED

© FHA-insured (HECM program)

Q

Home values up to $1249,125

Q

All payout options available

Q

Non-recourse protection guaranteed

Q

Ages 62+

Q

Fixed or adjustable rates (adjusts annually)

Jumbo / Proprietary

PRIVATELY OFFERED

© Privately offered

& Home values up to $4M+

credit)
© Protections vary by lender
& Ages 55+ (some lenders)

& Usually fixed rate

& Usually lump sum only (sometimes with a line of

The HECM: America's Most Popular Reverse Mortgage
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Jumbo Reverse Mortgages: For High-Value Homes

If your home is worth significantly more than the HECM limit, you might want to explore a jumbo reverse
mortgage, also called a proprietary reverse mortgage. These loans are offered by private lenders and are not
insured by the government. Because they are not limited by the FHA ceiling, they can offer much larger loan
amounts — sometimes up to $4 million or even more.

Jumbo loans tend to have different fee structures. Some have higher upfront costs, while others may waive
certain fees to attract borrowers. The terms vary from lender to lender, so it is especially important to compare
offers if you are going the jumbo route.

One important difference: jumbo loans typically offer the lump-sum payout option only. If you want monthly
payments or a growing line of credit, the HECM is usually the better choice. Jumbo loans are best suited for

homeowners with high-value properties who need a large amount of cash at once.

How Interest Rates Work

Both HECM and jumbo loans charge interest, but the way the interest works is different from a traditional

R A o B A
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homeowners with high-value properties who need a large amount of cash at once.

How Interest Rates Work

Both HECM and jumbo loans charge interest, but the way the interest works is different from a traditional
mortgage. With a reverse mortgage, you are not making monthly payments, so the interest is added to your loan
balance each month. Over time, this means your loan balance grows. This is called "negative amortization" and it
is perfectly normal for a reverse mortgage — it is how the product is designed to work.

HECM loans come in two interest rate flavors: fixed and adjustable. Fixed-rate HECMs lock your interest rate for
the life of the loan, but they are only available with the lump-sum payout option. Adjustable-rate HECMs can
fluctuate over time, but they give you access to all three payout options: lump sum, monthly payments, and the
line of credit. Most borrowers choose the adjustable rate because the flexibility of the payout options outweighs
the certainty of a fixed rate.

When comparing lender offers, pay close attention to the "margin." The margin is the lender's markup above a
benchmark index rate. A lower margin means a lower overall interest rate, which means your loan balance grows
more slowly and you keep more equity over time. Even a small difference in margin — say, 0.25 percent — can

add up to tens of thousands of dollars over the life of the loan.
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month thirteen — and rememboer, if you left that portion untouched, it will have already started growing.

° Meet Sue Age 74

Sue chose a combination approach: a partial lump sum to pay off her $60,000 mortgage, with the
rest as a line of credit.

Sue is 74 and lives in a $320,000 home in Tucson with $60,000 left on her mortgage. She chose a
combination approach: she took a partial lump sum at closing to pay off her existing mortgage —
instantly eliminating her $780 monthly payment — and put the remaining funds into a line of
credit. Now she has no mortgage payment and a growing pool of money she can tap whenever
she needs it.

Read less ~

& Print this chapter

< Previous Chapter 4 of 10




image32.png




image33.png




image34.png
18%  Chapter 4
Contents

& Reading as: Senior
CHAPTER 4

e The Hidden Costs and Your Chores

5 min read + 4 min interactive
The Simple Guide to Reverse

@ Mortgages
Welcome
@ Introduction Every loan has costs. Reverse mortgages are no different. But here is the good news: the fee
What Is a Reverse Mortgage? structure is regulated by the FHA, the amounts are capped, and most fees can be rolled into the

5 min read + 3 min interactive
loan itself so you rarely pay anything out of pocket. Still, it is important to understand exactly what

Chapter 1 you are paying for, because knowledge is your best protection against surprises.
The Golden Rules of Qualifyi...

6 min read + 4 min interactive

Typical Cost Breakdown
Chapter 2
] Two Main Choices: HECM vs... For a home valued at $350,000
5 min read + 4 min interactive

Chapter 3 ok M S
=] Access My Equity
6 min read + 5 min interactive @ Origination Fee: $5500 @ Upfront MIP: $7,000 @ Appraisal: $500 @ Closing Costs: $3,000

Chapter 4 < Previous Chapter 5 of 10 Next >
The Hidden Costs and You...

E ok mmeacd 2 A cvdm St





image35.png




image36.png
Contents

& Reading as: Senior

S Switch to Family view

23

The Simple Guide to Reverse
Mortgages
Welcome

Introduction
What Is a Reverse Mortgage?
5 min read + 3 min interactive

Chapter 1

The Golden Rules of Qualifyi...

6 min read + 4 min interactive

Chapter 2

Two Main Choices: HECM vs...

5 min read + 4 min interactive

Chapter 3
Access My Equity
6 min read + 5 min interactive

Chapter 4
The Hidden Costs and You...

18%

Chapter 4
loan itself so you rarely pay anything out of pocket. Still, it is important to understand exactly what

Typical Cost Breakdown

For a home valued at $350,000

$6K

Total: $16,000 — Most borrowers roll these fees into the loan balance, paying $0 out of pocket.

Understanding Each Fee

Lender processing fee
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Standard real estate transaction fees

Appraisal & Closing Costs

Before the loan can be approved, a professional appraiser must determine the current market value of
your home. The appraisal typically costs between $400 and $600, though it can be higher in some areas.
You will also pay standard closing costs such as title search fees, recording fees, and attorney fees, which
vary by state. In total, these might add another $2,000 to $4,000 to your costs.

Once you have a reverse mortgage, you still own your home. That comes with responsibilities. Think of them as
your homeowner "chores.” They are not complicated, but they are non-negotiable. If you fail to keep up with
them, you risk the loan being called due.

Your three ongoing chores are: pay your property taxes on time every year, maintain your homeowner's
insurance coverage, and keep the home in reasonable repair. You do not need to remodel the kitchen, but you
do need to fix that leaky roof before it damages the structure.

Your Three Homeowner Chores
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options you have.

G Meet Gloria Age 71

Giloria's reverse mortgage costs about $14,500 upfront, but she saves $18,000 per year by
eliminating her existing mortgage payment.

Giloria is 71 and owns a $310,000 home with $80,000 still owed on her mortgage. Her monthly
payment is $1,500. Her reverse mortgage closing costs came to about $14,500 — but she rolled all
of them into the loan, paying nothing out of pocket. By eliminating her $1,500 monthly mortgage
payment, she saves $18,000 in the first year alone. The closing costs pay for themselves in less
than a year.

Read less ~

Putting the Costs in Perspective

When people first see the list of fees for a reverse mortgage, they sometimes experience sticker shock. But it is
important to but these costs in context. A traditional mortgage refinance on a $400.000 home might cost
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Younger spouse can stay for life ~
Spouse Protection

In the past, there were heartbreaking stories of widows and widowers being forced out of their homes
because only the older spouse was on the reverse mortgage. Since 2014, new rules have been in place to
prevent this. If your spouse is younger than 62, they can be listed as a "non-borrowing spouse” on the
loan.

As a non-borrowing spouse, they cannot receive loan payments while the borrowing spouse is alive, and
the loan amount will be calculated based on the younger spouse's age (which means a smaller loan). But if
the borrowing spouse passes away, the non-borrowing spouse can remain in the home for the rest of
their life as long as they continue to meet the loan obligations: paying taxes, insurance, and maintaining
the home.

This is an incredibly important protection. If your spouse is under 62, always — always — make sure they
are listed as a non-borrowing spouse on the loan documents.

Family keeps equity above loan balance “

™ Heir Options
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mortgage pays off your existing mortgage first — which actually eliminates your monthly payment
— and you receive whatever is left over.

MYTH Reverse mortgages are too expensive. v

FACT ~ While reverse mortgages do have upfront costs (similar to a traditional refinance), most can be
rolled into the loan with nothing out of pocket. And if a reverse mortgage eliminates a $1,200
monthly mortgage payment, the savings in the first year alone ($14,400) often exceeds the total
closing costs.

MYTH  You cannot sell your home if you have a reverse mortgage. v

FACT  You can sell your home at any time with no prepayment penalty. You simply sell the home, repay
the loan balance from the sale proceeds, and keep the rest. It works exactly the same as selling
with a traditional mortgage.
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Why it matters: You deserve to see every fee. No surprises.

GOOD ANSWER: They should provide a detailed itemization: origination fee, MIP, appraisal, title, recording, and any

other fees.

% Can all the fees be rolled into the loan, or do | need to pay anything out of pocket?

Why it matters: Most people prefer to pay nothing upfront.

GOOD ANSWER: For most borrowers, all fees can be financed. They should explain how this affects your available

funds.

What is the mortgage insurance premium, and what does it protect?

Why it matters: MIP is a significant cost — you should understand what you get for it.

GOOD ANSWER: They should explain both the 2% upfront MIP and the 0.5% annual MIP, and that it funds the non-

recourse guarantee.

Is there a monthly servicing fee?

Why it matters: Some lenders charge $30-$35 per month for managing the loan.

GOOD ANSWER: They should disclose the amount and explain what services it covers.
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