


Reverse mortgages are a powerful tool to help eligible
homeowner’s obtain tax-free cash flow. Thousands of people have
already used them to enhance their retirement lifestyle. Even so—like
with anything else where money is involved — it is wise to be
prudent and informed about how to protect your own financial
interests

What is a Reverse Mortgage?
Reverse mortgages enable eligible homeowners to access the money
they have built up as equity in their homes. They are primarily
designed to strengthen seniors’ personal and financial independence
by providing funds without a monthly payment burden during their
lifetime in the home. The major eligibility requirements are that the
applicant must be at least 62 years of age and own and occupy a
home whose mortgage has been paid in full (or with only a very low
mortgage balance remaining).

The Benefits of a Reverse Mortgage include:

 Loan converts portion of home equity into tax-free cash.

 Tax-free funds for as long as you live in your home

 No loan repayment for as long as you (or spouse) live in your

home

 No income, medical or credit requirements

 Retain ownership of your home for life; this is guaranteed as

long as you maintain your home, and pay insurance and real

estate taxes

 Non-Recourse. You are never required to repay more than

your house is worth

 Loan amounts, terms, and fees are highly regulated

 Choose a cash flow plan tailored to your needs

 No restrictions on how you may use the funds

 Doesn’t affect Social Security or Medicare Benefits

 A tax-advantaged way to pass on part of your estate today



How to Play it Safe?

The following five steps will help you ensure a successful
reverse mortgage experience:

1. Learn the basics of how reverse mortgages work

Because reverse mortgages offer unique benefits, it is important
for you to get a solid grasp of how they work. Among other
things, you need to understand the full array of reverse
mortgage products available to determine which one is best
suited to your financial priorities. Our mortgage company makes
available to you numerous reverse mortgage brochures and
other literature. You can obtain them free of charge at no
obligation by calling Laurie toll free at 1(866) 586-3340. Please
read them carefully.

In addition, Laurie will assist you in finding an authorized a
reverse mortgage counselor located in your area, with whom
you can discuss reverse mortgages in detail (in person or over
the phone). Ask questions. If the answers aren’t clear to you,
ask more questions. It’s the counselor’s job to help you
understand. Laurie will provide with a list of counselor’s in your
area. If you do not feel that you and your counselor are
communicating well, give Laurie a call and she will refer you to
someone else.

2. Decide for yourself if a reverse
Mortgage is right for you

It’s your house, and it should be your decision whether to apply for
a reverse mortgage. Sometimes advice from family members or
others can be helpful — but don’t let anyone else make up your
mind for you.

Once you apply, Laurie hopes that you’ll feel very happy about it.
But you still have the right to change your mind until 3 days after
the loan is closed.



3. Make your own choice about how to use your reverse
mortgage funds

How to use the money is entirely up to you. Among other
possibilities, you could:

 Supplement your retirement income;
 Buy a new car;
 Make home repairs;
 Use it as a financial planning tool;
 Travel more frequently;
 Help pay for a grandchild’s education; or
 Cover medical expenses.

Sometimes consumers learn about reverse mortgages from a
business that offers a particular product or service (such as home
remodeling or an annuity). Although we requires that all liens be
paid off and that the home be in good structural repair at closing, a
reverse mortgage funded by us is never contingent upon your
spending your money with any particular service provider. You are
free to use your reverse mortgage funds in any way you wish. If
anyone tries to tell you otherwise, feel free to call me so that I may
report it.

4. Insist that all reverse mortgage funds be paid directly to
you

The funds from your reverse mortgage (after closing-related
transaction costs) are yours alone, as the owner(s) of your home.
Even if you plan to use the money to pay someone else later, the
funds should always come to you first. Don’t let anyone persuade you
to “sign over” the funds.

In most cases, we are obligated to make the check payable to you
and to no other third party. Or, if you prefer, you have the right to
choose an electronic transfer of the funds directly to your bank
account. If you are using your reverse mortgage funds to purchase a
new home, the funds will go to the seller at closing as authorized by
you.



5. Review the various Reverse Mortgage Products

Review the “HECM”.

Review the “Home Keeper”.

Review the “Cash Account”.

Feel free to call Laurie Larsen with any questions and for a
personal quote.

Monday through Sunday
1:00 PM to 8:00 PM (Eastern Time)

Toll free at 1(888) 586-3340

Email: llarsen@ne.rr.com
http://www.reverseyourequity.com




Home Equity Conversion Mortgage (HECM)


We believe that HECMs can provide a valuable financing alternative for
homeowners age 62 and older who wish to remain in their homes, but
who need the equity tied up in those homes. In support of HUD’s
effort, Fannie Mae has agreed to purchase two types of adjustable-rate
mortgages (ARMs) insured under this program — one features monthly
interest rate adjustments, and the other features annual rate
adjustments.


HECMs need not be repaid until the borrower moves, sells or
refinances the property, or dies. FHA insures the lender against the
risk that proceeds from the sale of the property may not be sufficient
to pay off the mortgage balance.


The following is a summary of the HECM program
Payment options


• Under the term option, borrowers may receive monthly payments
for a fixed period they select.
• Under the tenure option, borrowers may receive monthly payments
as long as they occupy the home as a principal residence.


• Under the modified term option, borrowers may set aside a portion
of loan proceeds as a line of credit that can be drawn on at any time,
and receive the rest of the principal limit in the form of equal monthly
payments for a fixed period.


• Under the modified tenure option, borrowers may set aside a
portion of loan proceeds as a line of credit that can be drawn on at any







time and receive the rest of the principal limit in the form of equal
monthly payments which will continue as long as they occupy their
homes as a principal residence.


• Under the line-of-credit option, borrowers may draw up to a
maximum amount of cash at times and in amounts of their choosing,
as long as the borrowers continue to occupy the property as a principal
residence and the borrowers’ principal limit has not been reached.


• At the borrowers’ request, and for a fee no greater than $20 at
each request, borrowers may change from one payment option to
another, as long as the mortgage balance is lower than the principal
limit. There is no limit to the number of times that a borrower can
change his or her payment plan.


Mortgage plans


There are two types of adjustable-rate mortgage (ARM) plans.


• ARM Plan 856, which provides for annual interest rate
adjustments, has 2 percent per adjustment and 5 percent lifetime
interest rate caps. The lifetime cap applies as an interest rate ceiling
as well as an interest rate floor.


• ARM Plan 857, which features monthly interest rate adjustments,
has a lifetime interest rate cap that is 10 percent above the initial
mortgage interest rate. ARM Plan 857 has no floor.
The initial interest rate for these ARM plans is equal to the sum of the
constant maturity one-year US Treasury Security weekly index in
effect on the date the mortgage is closed and the mortgage margin,


which is determined by Fannie Mae.


Loan repayment requirement
Repayment of the loan is required only when the borrower no longer
occupies the property as a principal residence (i.e., due to death, a
move, or sale of property). The homeowner cannot be displaced and
forced to sell the home, even if the unpaid principal balance (UPB)
exceeds the property value, as long as the borrower remains a
principal resident and adheres to the terms of the note. If the property
is sold, the homeowner (or heir) receives any







proceeds in excess of the amount needed to pay off the mortgage. A
deficiency judgment is not allowed.


Eligible borrowers
Borrowers must be at least 62 years old and occupy as their principal
residence a home that has little or no mortgage debt remaining.
Borrowers also must undergo mortgage counseling by a HUD-approved
counseling agency.


Eligible property types
Properties must be one-family principal residences and may include
units in HUD-approved condominiums and planned-unit developments
(PUDs). All properties must meet HUD’s minimum property standards.


Principal limit
The HECM program limits the risk of loan loss by controlling the
amount borrowers may receive. This is done by calculating a principal
limit for each loan, which is based on the maximum claim amount, the
expected average interest rate, and the age of the youngest borrower.
The expected average mortgage interest rate for HECMs is the sum of
the mortgage margin (which is determined by Fannie Mae) and the 10-
year U.S. Treasury rate in effect at closing. This rate has nothing to do
with the actual interest rate charged to the borrower.


Maximum claim amount
The maximum claim amount is the lesser of the appraised value or
FHA’s statutory mortgage limit for the geographic area. The statutory
limit varies by geographic area. Please check with Laurie Larsen for the
limits in your area.


Mortgage insurance
Mortgages will be insured by FHA up to the maximum claim amount.
Borrowers will be charged an initial premium of 2 percent of the
maximum claim amount and an annual premium of 1/2percent of the
outstanding mortgage balance. The mortgage insurance premium will
be paid to HUD and added to the mortgage balance monthly.


Maximum terms
The tenure, modified tenure, and line-of-credit mortgages do not have
maximum terms. The term and modified term mortgages have terms







selected by the borrower. Borrowers may remain in the home even
after payments stop, regardless of loan type, as long as they do not
violate any covenants of the mortgage loan.


Calculating payments to borrowers.
Scheduled monthly payments to borrowers are determined using
principal limit factors provided by HUD. The payments will be based
upon the age of the youngest borrower, the expected average
mortgage interest rate, the type of payment plan chosen, and
maximum mortgage claim amount.


Mortgage instruments
HUD does not provide standard documents, but requires HUD-drafted
covenants to be incorporated into your documents. The documents
must comply with Fannie Mae’s guidelines, HUD regulations, and
applicable laws.


Property insurance
Properties must be covered by hazard insurance (including flood
insurance where applicable) that meets our general requirements for
the type of property that secures the mortgage. However, the
mortgage does not need to provide for the monthly deposit of escrow
funds for the payment of hazard insurance premiums.


Servicing fees
Servicing fees are established by the lender. The principal limit
otherwise available to the borrower will be reduced by an amount
sufficient to pay the servicing fee for the duration of the mortgage. It
is expected that monthly servicing fees will be in the $30 to $35
range.


Q. Since federally-insured HECM loans are regulated by the U.S.
government, are all HECM loans the same?


A. Yes and no. All HECM lenders must follow HUD rules and many of
the loan costs, including the interest rates, will be the same no matter


which reverse mortgage lender you choose.


Q. What are the eligibility requirements for a HECM loan?
A. You, and any other current owners of your home, must be aged 62


or older. The home must be your primary residence. It may be either a







single-family residence in a 1- to 4-unit dwelling, a condominium, or
part of a planned unit development (PUD). Though some manufactured


housing is eligible, most cooperatives and most mobile homes are not.
The home must be at least one year old and meet HUD's minimum


property standards*. Finally, you must agree to discuss the program


with a counselor from a HUD-approved counseling agency.


* Note: If the house is not up to HUD's standards, you may use the HECM


loan to pay for repairs that may be required to bring it up to their standards.


Q. Does the location of our home also affect the size of a HECM loan?
A. Yes. The size of a HECM loan depends on the maximum lending


limit, which varies by county and is adjusted annually. For 2006, the
FHA loan limit varies from a low of $200,160 (for rural areas) to a high


of $362,790 (for high-cost metropolitan areas). Click here to go to
HUD's web site to see the lending limit for your particular area.


Q. Are there any advantages by taking my HECM loan as a line of


credit?


A. Yes. That's because a HECM line of credit continues to grow over
time, increasing the amount of cash available to you until you


withdraw all of it. That is possible because the remaining balance in
your line of credit grows by the same total rate that is charged on your


loan balance.


Consider this example. Say you have a HECM line of credit of
$150,000 and you withdraw $25,000. The remaining line of credit


would be $125,000. If your next withdrawal is a year later you would
have more than $125,000 available to you. Here's how it works to


your advantage: if the total loan rate is, for instance, 6%, your
available credit line would be 6% higher than it was a year earlier.


Instead of having $125,000 available you would have $132,500 in
your line of credit (6% of $125,000 = $7,500). In this example, you


would have an extra $7,500 available to you in year two of your
reverse mortgage; a nice added bonus.







Q. How are the interest rates computed for a HECM reverse mortgage?


A. The HECM rates are based on the variable T-Bill (U.S. Treasury
bills) interest rate plus margin. It is adjusted either monthly or


annually.


Q. Are HECM loans available throughout the U.S.?
A. HECM loans are available in all 50 states, including the District of


Columbia.


Feel free to call Laurie Larsen with any questions and for a
personal quote.


Monday through Sunday
1:00 PM to 8:00 PM (Eastern Time)


Toll free at 1(888) 586-3340


Email: llarsen@ne.rr.com
http://www.reverseyourequity.com
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