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UNDERSTANDING REVERSE MORTGAGE

Loan originators and financial professionals have been encouraging
the use of Reverse Mortgages. Even if you think you have no
immediate need for one, these professionals are not trying to scam
you.  Mark Ary, owner of Trust Mortgage, is here to explain why older
homeowners are getting Reverse Mortgages. 

Mark Ary is a Senior Loan Originator and Certified Reverse Mortgage
Specialist. He considers himself a multi-generational lender, who
works with everyone from first-time home buyers—to help them get
in a home, through to the older homeowners—to help them stay in
their home, and everyone in-between.
Mark has secured many different educational degrees, certifications,
memberships, and professional affiliations in-an-effort to be the
leading expert in his field.
 As a Florida resident now for over 28 years, he is invested in its
neighborhoods and communities. Mark knows the importance – and
it is very important to him – to help individuals with one of the largest
financial decisions in their life – a home purchase, a home refinance,
or a reverse mortgage. He is a Member with NRMLA, AARP, National
Aging in Place Council and National Care Planning Council.

The primary intent of this booklet is to educate the audience on
details of Reverse Mortgages. Provided throughout this booklet is
answers to frequently asked questions and insights on how Reverse
Mortgages work.
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The very first reverse mortgage was written
in order to help a widow stay in her home
despite the loss of her husband’s income. In
modern day, reverse mortgages still
continue to help individuals stay in their
home. 
The definition of a reverse mortgage is
simply a loan, and over the years it has
continued to evolve into one of the safest
mortgage products on the market today.
Backed by federal insurance, thousands of
seniors have already enjoyed the benefits of
this financial tool.

There are two types of reverse mortgages
stated below. Both types of reverse
mortgages are intended for individuals age
62 and older, with primary residences,
where there is a small loan balance (in
relation to the value of the home) or they
own the home outright, which require no
monthly mortgage payments of principal
and interest; homeowners are still
responsible for paying property tax and
insurance.

There is a Home Equity Conversion
Mortgage (HECM), which in its simplest
definition is a loan that is government-
insured by HUD and is regulated by the U.S.
Federal Housing Authority (FHA)

A Proprietary Reverse Mortgage, which is a
reverse mortgage originated by a mortgage
broker that uses a wholesale lender like
Finance of America Reverse (FAR), United
Northern Mortgage Bankers (UNMB),
American Advisors Group (AAG), etc. that
have reverse mortgages programs
especially for Condos and “Jumbo”
properties (properties valued over
$453,100).

Reverse
Mortgage 

WHAT IS A 
REVERSE MORTGAGE?

1 – HOME EQUITY CONVERSION
MORTGAGE (HECM)

2 – PROPRIETARY REVERSE
MORTGAGE
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With a reverse mortgage, there are no
monthly mortgage payments from you. As
one of your most important assets, your
home usually holds a certain amount of
equity. Because of this equity, when the time
comes someday for the loan to be repaid,
the value of the home when sold is able to re-
pay the loan. Meanwhile, you are able to live
in the home for as long as you like without
making monthly mortgage payments. Your
only obligations as a borrower are to continue
to pay taxes and insurance on the home,
keep it in good condition and comply with the
other loan terms.

How much money you qualify for will be
dependent upon these factors:
Your age (you must be 62 or older), your
home’s appraised value, the current reverse
mortgage interest rates, and your current
mortgage balance. These four variables
determine the amount you can borrow.

Your Reverse Mortgage funds can be
disbursed to you in several different ways.
For instance, you may receive:
·Full or partial lump sum at closing
·Line of Credit (LOC)
·Monthly Payments (tenure or term and
modified tenure or modified term)
·Life Expectancy Set Asides (LESA)

How Does It
Work?

HOW MUCH MONEY DO I
QUALIFY FOR ?

HOW CAN I  RECEIVE MY
PROCEEDS? 
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Increase monthly
cash flow

Pay credit card
bills

Pay off an existing
mortgage

Fund home
repairs 

1.

3.

2.

4.

Common
Uses

Pay travel
expenses

Pay property
taxes 

6.

5.
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I f  used properly – a reverse
mortgage can offer many benefits,
from everything to a personal
emergency fund, used as part of
your retirement plan, f ix deferred
maintenance of your home, pay off
existing debt,  in-home health care
services, to name a few… Most often
they are used as need based,
l i festyle improvement,  and/or
f inancial planning.

WHAT CAN I  USE THE
PROCEEDS FOR? 
ARE THERE ANY LIMITATIONS?

There are no hard and fast restrictions for using
your proceeds from a reverse mortgage.
However, many financial experts agree that the
proceeds from a reverse mortgage should not be
used to purchase additional financial instruments.
Yes, there are draw limitations that have been put
in place to protect the borrowers from depleting
all equity from the home at initial origination,
which are limited to 60% of the initial principal limit
or mandatory obligations, plus 10% of their
principal limit. This is known as the initial
disbursement limit. Additional limitations depend
on whether the loan is a fixed rate (a closed-end
loan) or a adjustable-rate loan (an open-end loan).
Fixed rate loans may only be drawn one time at
closing; i.e., there is no open line of credit for the
remaining funds, the other 40% of the initial
principal loan limit, available after the first year.
Since adjustable-rate reverse mortgages are
open-ended loans, as previously note, the
remaining principal limit (40% plus growth) may be
available to the borrower after first year.

CAN I  HAVE A REVERSE
MORTGAGE ON A MOBILE
HOME OR A MANUFACTURED
HOME?

Many confuse a mobile home as also a
manufactured home… and in some ways they are
somewhat correct but maybe not technically
accurate. Simply put, a home can either be a
mobile home or a manufactured home, but NOT
both. I.e., A mobile home was built in a factory
before June 15, 1976 and a manufactured home
was built after June 15, 1976, when the
Manufactured Home Construction and Safety
Standards Act went into effect.
Based on this very definition, we can originate
reverse mortgages on “manufactured homes”
(built after Jun 15, 1976), but not mobile homes.
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What
Happens
After PassingThis is the best scenario – to live a long

happy life, in your home, as long as
possible!

WHAT HAPPENS IF I
OUTLIVE THE LOAN?

One of the major misconceptions I hear about
reverse mortgage all the time is “once I enter into
a reverse mortgage, the bank gets my house.”
That is not even remotely accurate.
New reverse mortgage legislation has been put in
place in an attempt to maximize the amount of
equity remaining in the home for longer periods of
time.
When a borrower passes away, just like in a
forward mortgage, the heirs rBeneceive the
balance of equity in the home, which means the
heirs have options. However, unlike a forward
mortgage, even if there is no equity in the home,
the heirs have options, they are:
With Equity (the home is worth more than the
outstanding mortgage) – The heirs can refinance
the home by paying off the existing mortgage and
keep the home.
They can sell the property either via the lender
(for a commission of sales price, much like a
realtor) or sell the property on their own.
With-Out Equity (the home is worth less than the
outstanding mortgage) – They can either use the
non-recourse feature or the heirs can maintain
ownership of the property by paying 95% of the
current market value.

WHAT HAPPENS IF I  PASS
AWAY DURING MY LOAN
BEFORE I  RECEIVE THE
FULL AMOUNT?
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IF THE HEIRS WHAT TO
KEEP THE HOME, THEY
CAN:

IF THE HEIRS DON'T
WANT THE HOME, THEY
CAN:

 Obtain a short payoff for 95% of the
current home value. 
 Pay off the mortgage balance. 

1.

2.

 Sign a Deed-in-Lieu of Foreclosure.
 Sell the home and receive a gain on
the sale.

1.
2.
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A reverse mortgage is a non-recourse
loan, which means that the loan is only
secured by the house. Heirs will not/do
not inherit personal debt. If the heirs
decide they want to keep the property,
they will need to pay 95% of the current
market value or the Loan Balance,
whichever is less.

Eligibility
Requirements

As previously mentioned, a reverse
mortgage is a ‘non-recourse’ loan, which
means the home is securing the reverse
mortgage, not the borrower. I.e., as an
example, if the home is worth $ 500,000
and the reverse mortgage has accrued to
$ 750,000 and there is a line of credit
(LOC) – may be property market values
crashed, like in 2007 or better yet, the
borrower is living a long-happy life – the
LOC can never be taken away or frozen,
any tenure or term payments continue and
the borrower will never owe more than the
value of the home. Moreover, if the
borrower passes his/her heirs can
purchase the property at 95% of the
current market value at that time.

WHAT IF THE LOAN ENDS UP
EXCEEDING THE VALUE OF
MY HOME?

HOW WILL MY LOAN
EVENTUALLY BE REPAID?

1819310.INFORMATION IS SUBJECT TO CHANGE. CERTAIN RESTRICTIONS APPLY. SUBJECT TO BORROWER QUALIFICATION. 

PERSONAL REQUIREMENTS:

PROPERTY REQUIREMENTS:

FINANCIAL REQUIREMENTS:

All borrowers on the home title must
be at least 62 years old.
You must live in your home as your
primary residence.
You must own your home outright or
have at least 50% equity in your home. 
You must meet with a Department of
Housing and Urban Development
(HUD)-approved reverse mortgage
counselor prior to applying for a
reverse mortgage loan.

Single-family homes
2-4 unit properties (one occupied by
you)
Manufactured homes (built after June
1976, and meet the HUD-
Requirements)
Condominiums (FHA-Approved)
Town homes 

The following are eligible properties:

You must show financial ability and
willingness to meet your loan
obligation



There are individuals who are not a good fit
for a Reverse Mortgage. At Trust Mortgage
we work with our customers to make sure
they are doing what is right for them. We
believe it is in your best interest if we
identify the candidates who are not a right fit
for a Reverse Mortgage. 

When is
Reverse
NOT a 
Good Option

If the homeowner's intend to sell the home
soon, or the home does not fit their long-
term needs, a Reverse Mortgage may not
be the right fit. This program is designed for
the older population to age in place. 

A Reverse Mortgage needs to provide a
sustainable solution through retirement. If
the Reverse Mortgage offers little to no
current or future benefit, the borrower
should look for other options. 

It is necessary for all parties to understand
the program and everything it holds. This is
why counseling is required before receiving
a Reverse Mortgage.  

1 – THE HOME DOES NOT FIT
THE HOMEOWNER'S LONG-
TERM NEEDS.

2 – THE REVERSE MORTGAGE
DOES NOT PROVIDE A
TANGIBLE BENEFIT.

3 – THE HOME OWNER DOES NOT
ADEQUATELY UNDERSTAND THE
PRODUCT. 

Depending on your inheritance goals, a
Reverse Mortgage may or may not be a
good option. Understandably some home
owners wish to protect their home as a
legacy for their heirs, leaving a "free-and-
clear" home. 

4 – THE HOME OWNER WISHES
TO PROTECT A LEGACY.
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