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Disadvantages of a Reverse Mortgage:
The income you receive decreases the equity in your home, and 
the equity may not be adequate for your future needs.  

Reverse mortgages can decrease or eliminate your ability to 
leave the home or some portion of its value to your heirs.  

Income from a reverse mortgage can affect Medicaid or SSI 
payments if substantial sums remain in your bank account at the 
end of any calendar month.  Reverse mortgages have no effect on 
Medicare.   

Once you sell your home or stop using it as a principal residence, 
the cash payouts end.  Your reverse mortgage will come due and 
must be paid off with the proceeds from the sale of your home.

You will often have to pay off your existing mortgage from the 
proceeds of the reverse mortgage. 

Interest cannot be deducted on income taxes until the loan is paid 
in full.  

Origination fees and interest rates can be higher than with 
traditional home equity loans.  

You still must maintain good upkeep of the home, as well as stay 
current on all real estate taxes and insurance.

Is A Reverse Mortgage Right For Me?
(continued)
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Is A Reverse Mortgage Right For Me?

Advantages of a Reverse Mortgage:  
Generally, you cannot be forced to sell the 
home to pay off the mortgage, even if the 
mortgage balance grows to exceed the value 
of the property.   

You remain the owner of the home and 
may sell it and move at any time, keeping 

whatever sales proceeds exceed the mortgage balance. 

You don’t need a minimum amount of income to qualify, since 
reverse mortgages require no monthly payment.

A HECM loan typically does not need to be repaid until the bor-
rower moves from the home or dies. When the loan must be paid, 
the borrower (or the heirs) will owe no more than the value of the 
property even if the cash payouts have exceeded the value of the 
property.  With HECM loans, FHA insurance will cover any balance 
due the lender. 
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Frequently Asked Questions

How much cash is available to me 
with a Reverse Mortgage?
That depends on three things:  Your 
age, the amount of equity you have 
in your home, and the interest rate 
available to you at the time.

 Age:    The older you are, the more cash you can  
   draw from a reverse mortgage.
 
 Equity: Those who have more equity in their homes  
   can draw more cash value from a reverse  
   mortgage.  
 
 Interest: Low interest rates allow a better return on  
   reverse mortgages, just as with traditional  
   loans.

Using these three criteria, a reverse mortgage lender will calculate 
your “maximum claim amount.”  As an example, recent interest 
rates would allow a 65-year-old to borrow up to 26 percent of the 
home’s value, a 75-year-old to borrow up to 39 percent, and an 
85-year-old to borrow up to 56 percent.   You can calculate your 
approximate maximum claim amount by visiting 
http://www.rmaarp.com. 
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How would the cash be paid out to me?  
It’s your choice.   You can be paid in monthly payments for life, 
called “Tenure,” or in monthly payments for a set number of 
months, which is called “Term.”  You may also choose to be paid 
all in one lump sum, or through a “Line of Credit” from which you 
can draw money whenever you want.  In addition, reverse 
mortgages offer combinations of these choices. 

“Tenure” gives the borrower a monthly payment for as long 
as the borrower lives and continues to occupy the home as a 
principal residence.

“Term” gives the borrower monthly payments for a fi xed 
period selected by the borrower.

“Line of credit” allows the borrower to make withdrawals up to 
a maximum amount, and whenever the borrower chooses.  

“Modifi ed tenure” and “Modifi ed term” are combinations of 
the above payout plans.

Frequently Asked Questions
(continued)

What if I choose the “tenure” payout plan (taking monthly 
payments for life) will the bank stop paying the monthly 
payments if I live a long time?  
No, once the deal is sealed, the bank must pay you the required 
monthly payments until you no longer live in the home, either be-
cause you have moved to another residence or in the event of death.   
HECM reverse mortgages have an insurance program built into the 
loan that will pay the bank for any shortfalls.
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What pitfalls do I need to watch out for?  
There are very few things to watch out for if you are seeking the 
most common and most widely-available reverse mortgage, an 
HECM loan, because the federal government closely regulates that 
reverse mortgage program.  

Seniors are sometimes targeted by fraudsters,  but standard HECM 
reverse mortgage programs require consumers to receive free 
reverse mortgage housing counseling from a HUD-approved 
reverse mortgage counseling agency before applying.  Lists of 
HUD-approved reverse mortgage counselors are available online at 
http://www.hud.gov/offi ces/hsg/sfh/hecm/hecmlist.cfm.  Once at 
this website, click on “USA Map,” then click on West Virginia.  
There is also a toll-free information line made available by HUD, at 
(800) 569-4287.  

A few bad actors have charged senior citizens thousands of 
dollars for information about HECM reverse mortgages that is 
actually available for free.  As a result, HUD recently directed HECM 
lenders to stop doing business with companies that charge such fees. 

Watch out for anyone who is suggesting that you secure 
a reverse mortgage to pay for something they are selling.  

Watch out for anyone who pressures you to buy “right away,” or 
gives you a deal only for a “limited time offer.”
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How do I compare one bank’s reverse mortgage offer to 
another?  
You need to ask three main questions:

1.  How much money will I have to pay for the reverse mortgage?
2.  How much money will I get from this reverse mortgage?
3.  How much money will be left over at the end of the loan?  

There are different kinds of reverse mortgages available, and the 
amount you ultimately receive often depends on the loan costs 
being charged by different lenders.  For this reason, federal law 
requires banks to combine all the fi gures from their offers into a 
single fi gure, called Total Annual Loan Cost, or “TALC.”  

Should I let the TALC do all the talking?  
The TALC fi gure is a terrifi c start, but it doesn’t take everything 
into account.  The best thing to do is shop around for reverse 
mortgages giving you the best TALC, then seek the advice of your 
reverse mortgage counselor.  

I just took out a Reverse Mortgage . . .   Can I cancel the deal?  
After closing the deal on a reverse mortgage, you still have three 
(3) business days to cancel it if you want.  This right is called the 
“Right of Rescission,” and the cancellation must be done in writing, 
generally by using the cancellation form given to you during the 
loan process.   As long as your written cancellation is post marked 
before midnight of the third business day (excluding Sundays and 
legal holidays), the deal will be cancelled.   You may also send your 
request by fax, telegram, or other means of transmitting a written 
request, but you may not cancel orally or by telephone.  

Frequently Asked Questions
(continued)
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Helpful Resources

West Virginia Attorney General
Consumer Protection Division
  P.O. Box 1789
  Charleston, WV 25326
  Phone: 304-558-8986
  Toll Free: 1-800-368-8808
  Email: consumer@wvago.gov
  www.wvago.gov

AARP Home Equity Information Center
  601 E. Street NW
  Washington, DC 20004
  Phone: 202-434-6044
  www.rmaarp.com

US Department of Housing and 
Urban Development (HUD)
  451 7th Street S.W. 
  Washington, D.C. 20410
  Phone: 202-708-1112
  TTY: 202-708-1455
  Toll Free: 1-800-569-4287
  www.hud.gov

HUD Local Offi ce
  405 Capitol Street 
  Suite 708
  Charleston, WV 25301-1795
  Phone: 304-347-7000

Find a Housing Counselor Online:
  http://www.hud.gov/offi ces/hsg/sfh/hecm/hecmlist.cfm

Find a HUD Approved Reverse Mortgage Lender:
  http://www.hud.gov/ll/code/llplcrit.html




