How a Reverse Mortgage Works

Loan Amount

(typically as
a series of
payments)

Home Owner/Borrower

Borrowing

e Must own home free-and

clear or pay-off any existing
loan balances with proceeds
from reverse mortgage.

e The amount of cash available

can vary widely from lender
to lender.

e Borrower receives loan as

lump sum, line of credit, or
periodic payments. Some
programs allow for a
combination of payment
methods.

e Borrower remains owner of

home and must continue
payments for property taxes,
insurance, and repairs.

Mortgage
Lender

Must keep as
primary
residence

Repayment
at sale of
home or

death of last

owner

Permanent Residence

Repayment ’
No repayment required as

long as home is borrower’s
primary residence’.

Repayment is due when last
borrower sells home,
permanently? moves away or
dies.

Loan is typically repaid by
either selling the home or
refinancing the loan.

A borrower can never owe
more than value of home, at
the time loan is repaid.

If proceeds from sale of home
exceed loan amount due,
borrower or heirs receive the
difference.

! Primary residence is typically defined as where an individual resides at least six months of the year.
2 permanently moving away generally means not residing in the home for at least 12 months or more at one time.
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