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REVERSE MORTGAGES

To Reverse or not to reverse, that may
be the question — especially for those
over 62 years of age who are grappling
with financial worries over remaining in
their present home.

The reverse mortgage is an option
that many older residents in upscale com-
munities in Naples might consider. The
fact is that senior citizens are increas-
ingly faced with escalating maintenance
fees, repairs, social dues, unexpected
medical bills and other expenses.

Many seniors are happy and comfortable
where they are and would rather not up-
root themselves and go through the hassle
of moving to another community, but they
do not have enough income to support
their current lifestyle. In this case, a
Reverse Mortgage might be a good way to
help them remain in their present home.

The deal seemed simple after I spoke to a
mortgage counselor from a local bank. It
would enable homeowners to stop mak-
ing payments on their monthly mortgage,
as well as receive monthly payments of

extra income if needed to pay bills for
repair and other emergencies that might
arise. The money comes from the equity in
their property, withno repayment required
until they move out, sell or die. In effect,
it lets a homeowner convert a portion
of their equity in his/her home into cash.

The U.S. Department of Housing and
Urban Development (HUD) created one
of the first reverse mortgages, which in
effect is a federally insured private loan,
meant to give older Americans greater
financial security. Like atraditional mortgage
where you make monthly payments of
interest and principal, there is interest to pay
that is capitalized, which means it is added to
the amount of the loan. When your home is
eventually sold, you (or your children) will
pay back the amount of the loan (the cash
you received) plus the interest that is owed.

Some of the qualifications for a HUD re-
verse mortgage requires that the borrower
is 62 years of age or older, owns his/her
home outright (or has a low mortgage bal-
ance that can be paid off at the closing with
proceeds from the reverse loan), and must
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live in the home. Like all homeowners,
you still are required to pay your real es-
tate taxes and other conventional payments
like utilities. You do not need to repay the
loan as long as you or one of the borrowers
continues to live in the house and keeps the
taxes and insurance current.

There are three basic types of reverse
mortgages to choose from. Check them
out with a mortgage broker and do some
research on your own before coming to
any decision. Of course, always consult
your own lawyer or accountant to make
sure that this option is the best for you.

Lenore S. Greenstein is free-lance writer in
Naples, and writes a weekly column in the
Marco Island Sun Times on “ Your Nutrition.”
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