The Comprehensive HECM Reverse Mortgage Guide

A Practical Resource for Homeowners 62+ Exploring the FHA Home Equity Conversion
Mortgage (HECM)
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What Is a HECM Reverse Mortgage?

A Home Equity Conversion Mortgage (HECM) is the FHA-insured reverse mortgage program
allowing homeowners age 62 or older to convert a portion of their home’s equity into
usable funds. Unlike traditional mortgages, no monthly payments are required as long as
the borrower lives in the home and maintains property obligations.

Who Qualifies for a HECM Loan?

» Age: 62 or older (all borrowers on title)

¢ Home Type: Must be a primary residence single-family, 2-4 unit home, FHA-approved
condo, or manufactured home (with HUD standards)

* Equity: Must have sufficient equity to support the loan

 Financial Assessment: Borrowers must demonstrate ability to pay property taxes,
insurance, and maintenance

Understanding the Basics

The HECM loan is non-recourse, meaning borrowers or heirs will never owe more than the
home’s value when repaid. The loan balance grows over time as interest and MIP premiums
accrue.



Loan Proceeds and Payment Options

Borrowers can receive proceeds as:

¢ Lump Sum (fixed rate)

¢ Monthly Tenure or Term Payments

¢ Line of Credit (grows over time)

e Combination Plan

Each option has different implications for flexibility, access, and long-term planning.

Interest, Fees, and Insurance

¢ Interest: Charged only on the funds drawn

¢ Mortgage Insurance Premium (MIP): Protects both borrower and lender under FHA
guidelines

« Origination Fees & Closing Costs: Similar to traditional mortgages, but often financed into
the loan

How the Line of Credit Works

The HECM line of credit is unique: unused funds grow over time, increasing available credit.
¢ Repayments restore available credit

¢ Growth rate = interest rate + annual MIP

¢ Can be a powerful retirement liquidity tool

Common Uses for a Reverse Mortgage

* Replacing or eliminating monthly mortgage payments

« Creating a standby line of credit for emergencies

¢ Funding home improvements or in-home care

¢ Purchasing a new primary residence (HECM for Purchase)
» Tax-efficient withdrawals to protect retirement assets

Case Study: Using a HECM to Protect Retirement Income

John and Mary, both 70, use a HECM to pay off their existing mortgage, eliminating
$1,200/month in payments. Their freed cash flow allows them to delay Social Security until
age 70, maximizing lifetime benefits while maintaining access to an emergency credit line.

Tax Implications and Financial Planning

Reverse mortgage proceeds are not taxable income. Interest and MIP may become
deductible when repaid. Borrowers should coordinate with their CPA or financial advisor to
optimize tax and cash-flow strategies.

The Role of HUD Counseling

All HECM borrowers must complete HUD-approved counseling before application. This
ensures understanding of costs, obligations, and alternatives.



Responsibilities of the Borrower

Borrowers must:

¢ Live in the home as their primary residence

« Stay current on property taxes, insurance, and maintenance

« Notify the lender of significant occupancy or property changes

What Happens When You Move, Sell, or Pass Away
When the last borrower leaves the home:

¢ The loan becomes due and payable

¢ Heirs may repay or sell the home

¢ Any remaining equity after payoff belongs to the heirs

Heirs, Equity, and the Non-Recourse Guarantee
The FHA non-recourse feature ensures that neither the borrower nor the heirs will ever
owe more than the home’s market value, even if the balance exceeds the appraised value.

HECM vs. Traditional Mortgage Comparison

HECM Reverse Mortgage vs Traditional Mortgage:

¢ Monthly Payments: None required vs. required monthly
« Eligibility: 62+ homeowners vs. all ages

¢ Credit Line Growth: Yes vs. No

» Taxable Income: No vs. N/A

* Non-Recourse: Yes vs. No

Myths & Facts

Myth: The bank owns your home Fact: You retain full ownership and title.

Myth: You can lose your home easily Fact: Staying current on taxes, insurance, and
occupancy keeps you protected.

Myth: You can’t leave the home to your heirs Fact: Your heirs inherit any remaining equity
after payoff.

How to Apply (Step-by-Step)

1. Schedule a consultation

2. Complete HUD counseling

3. Receive a quote and financial assessment
4. Appraisal and underwriting

5. Closing and funding

6. Ongoing servicing and support

Partnering with Shift2Reverse

Shift2Reverse, powered by C2 Financial Corp, provides trusted, education-first reverse
mortgage services. We combine tools, calculators, and personal guidance to help seniors
make informed, confident decisions about home equity.



Schedule your free consultation today at ReverseMortgageServicesLosAngeles.com

Disclaimers and Resources

Disclaimer: This guide is for informational purposes only and does not constitute financial,
tax, or legal advice. Consult qualified professionals before making decisions.

Resources:

* HUD Reverse Mortgage Page (hud.gov)

¢ NRMLA Consumer Guides (reversemortgage.org)
« Shift2Reverse Learning Center
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