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Reverse Mortgages and Reverse Mortgage Scams
The original purpose for reverse mortgages was to help
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many of today’s borrowers take a lump sum.
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About 80% of persons 65 and
older are homeowners. For many
seniors and soon-to-be boomer
seniors, equity in their home is their
largest single retirement asset. So
it’s not surprising that an increasing number are looking to “tap
into” their home equity to
meet retirement expenses
and ensure their financial
security.
Generally, the only way to “tap” into their largest asset is by
selling or taking out a home equity loan. Another way is to
obtain a reverse mortgage which is a special type of home
loan for older home owners.
For “house-rich, but cash poor” homeowners, a reverse
mortgage loan can be the answer to meeting expenses
needed to remain in the home. The basic requirements are:
you must be at least 62 years old; live in your home; must
have paid off some of your mortgage; and have received
reverse mortgage counseling from a counselor approved by
the Department of Housing and Urban Development
(HUD), Federal Housing Administration (FHA).
Reverse mortgage professionals are required by HUD to
provide a list of counselors, including local and national
options approved by HUD to provide counseling.

Inside

Because there are no payments on a reverse mortgage, the interest is added to
the loan each month and keeps adding
up. The growing loan balance
may eventually become more
than the value of the home.
However, borrowers or the
estate are not generally
required to repay a loan
balance in excess of the
home’s value. And the
lenders are guaranteed
that they will be paid in full as all reverse mortgages are
insured by the FHA through its Home Equity Conversion
Mortgage (HECM) program.

Scams on the Rise
Unfortunately, reverse mortgage scams are also on the rise.
Reverse mortgage scammers may work alone or claim to
represent a company in the real estate, banking or financial
services industry. Often they claim to be specialists in financial planning for seniors.
Scammers use a number of techniques to play on different
emotions – fear of running out of money, losing the home,
avoiding foreclosure or becoming a burden to children.
Often they push to set up a face-to-face meeting in the
Reverse Mortgage Scams continued on page 5
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From WISER’s
President
Dear Readers,
We all know retirement
planning is an ongoing
challenge. In addition to
the changes in your personal life that impact
your planning, the big
picture is always changing too. Just
recently, the U.S. Treasury opened the
new retirement plan to self-employed
individuals (called the myRA), changes
were made to certain Social Security
claiming strategies, and new guidelines
were released by the Department of
Labor to assist states in creating their
own retirement plans.
It is important to stay on top of how
these changes can impact your financial
future, and WISER is here to help. In this
issue, we’ll cover some of these topics
and more, including our feature article
about reverse mortgage scams. Planning is part of the process, but keeping
your money and assets safe is just as
important too!
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From the WISER/Administration on Aging’s National
Resource Center on Women & Retirement Planning

ACL Launches Campaign: What is Brain Health?
The Administration for Community Living has launched a campaign to provide information about how the brain changes over time and steps you can
take to help keep your brain sharp. The What is Brain
Health? campaign also offers tips for talking with loved
Can Maakke!
Yoou Ca
Y
e!
e
c
ones and health care practitioners about symptoms if
nc
n
e
re
r
a Diiffffee
they arise.
Ass
th A
eallth
Hea
raiinn H
Bra
B

ge:
Age
ou A
You
Y

nt aass
endeent
ndeppend
nd iinde
hy aand
hapee,,
ealtthy
ood sshap
tay hheal
odieess iinn ggood
ant ttoo sstay
wan
ur bbodi
ng oour
Wee aallll w
W
eepiing
oo.
ith kkeep
with
hy, ttoo.
ealtthy,
long w
Alon
inds hheal
lderr.. A
mind
ur m
get oolde
we
we get
eep oour
ant ttoo kkeep
wan
wee w
w
l ’
D

l

b

d

j

d

d

f

f

The campaign is anchored by the Brainhealth.gov website, which has tips and tools for promoting brain
health, educational videos, links to social media, testimonials, and an interactive feature that shows how
the brain changes with age. Academy-award winning
actress Marcia Gay Harden taped a series of radio and television
public service announcements which will be airing nationally. The PSAs can
also be viewed online anytime at Brainhealth.gov. Learn more by visiting
ACL’s brain health webpage at: http://www.acl.gov/Get_Help/Brain
Health/Index.aspx

Free Guide: 20 Common Nursing Home Problems and
How to Resolve Them
Many common nursing home practices are, in fact, illegal. In order to
receive the best possible quality of
care, a resident or resident’s family member should be familiar with the protections of the federal Nursing Home Reform Law and understand how to
use the law effectively.
To this end, Justice in Aging wrote a practical and widely-used consumer
guide, 20 Common Nursing Home Problems and How to Resolve Them. The
new version is updated and boasts a reader-friendly new design. Request a
copy online at http://www.justiceinaging.org/20-common-nursinghome-problems/.

Department of Health & Human Services Launches New Site
The website, www.aging.gov, provides Americans with a one-stop resource
for government-wide information on helping older adults live independent
lives. The website includes how to find local services and resources in your
community from healthy aging to elder justice to long-term care, as well as
key information on vital programs such as Social Security and Medicare.

FINRA Securities Helpline for Seniors (HELPS)
HELPS is a toll-free number that senior investors can call to ask questions or
to raise concerns about brokerage accounts and
investments. Call: 1-844-57-HELPS (1-844-5743577). To learn more about the helpline, visit
www.finra.org/investors.

Making a Big Retirement Decision: Monthly Payment or
Lump Sum Payment?

M

ost people would be happy to have a traditional pension plan that pays out a guaranteed
monthly income for life. But the trend today is
having the option of taking your lifetime pension benefit as
a one-time lump sum payment. At the same time, 401(k)
savings accounts are now offering the opportunity to take
your account as a steady stream of monthly payments.

Common Mistakes in Pension Calculation
The first step in deciding between a lump sum or monthly
payment is to review the information on your pension
statement and make sure it is correct. Errors can cost you
money! The Employee Benefits Security Administration
(EBSA) provides the following list of common errors in plan
calculations:

If you or a family member are faced with that important decision, here are some of the issues to consider to help make the best financial decision.
Consider the following: the status
of your health, your family’s history of longevity, and whether
you are comfortable managing
your money? Will a fixed monthly payment cover basic expenses?
Knowing the advantages of a
guaranteed income stream will
help you consider your future
financial needs. You can also
access a longevity calculator to
help you figure it out. (Try
WISER’s Your Future Paycheck
calculator available online at:
wiserwomen.org)

Advantages of Monthly Payments:
m

m

m

You will receive a guaranteed monthly
annuity for your lifetime.
You will not be responsible for managing the investment of your lump sum
payment.

m

Basics such as birthdate and/or Social
Security number is incorrect.
m

You failed to update your personnel
file with changes in status (marriage, divorce, death of spouse) that
may affect your benefits.
m

Review the information
on your pension statement and make sure it
is correct. Errors on
your statement can
cost you money!

You will not be tempted to spend part or all of the
lump sum instead of rolling it over.

Disadvantages of Lump Sum Payments
m

You risk running out of money.

m

If you or your spouse take a lump-sum, you may lose
your retiree health insurance – sometimes right away,
or after your spouse dies.

m

If you and your spouse take a lump-sum benefit and
invest it yourselves, you will not have widow’s benefits
if he dies before you (and vice-versa).

m

The calculation was not based on
all years of service, or all work
within different divisions of the
company.

m

The plan administrator used an
incorrect benefit formula, such as
the wrong interest rate or made
basic mistakes in the mathematical
calculation.

m

Your company merged with another
company, or went out of business,
and there is confusion over which
pension benefits you qualify for.

Your employer failed to make the
required contributions on your behalf.

You May Not Have a Choice
A pension plan can require you to take a lump sum
when the present value of the pension you earned is
less than $5,000. Federal regulations determine the
interest rates used to calculate the present value of
the pension. If the present value is greater than
$5,000, you and your spouse must both consent to
take the benefits in a lump sum.
Have Questions? PensionHelp
America can connect you with counseling projects,
government agencies, and legal service providers
that offer free information and assistance: www.
pensionhelp.org.
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WISER in the Spotlight!
Next Avenue Names WISER President Cindy Hounsell A 2015 Influencer In Aging
The PBS website, NEXT Avenue recently announced The Top 50 Influencers in Aging. WISER President Cindy Hounsell
was included among this group. See the website for the official press release and get the complete list of the 2015
Influencers in Aging: www.nextavenue.org/showcase/influencers-in-aging-2015/.

WISER is a trusted source for many news outlets, including these...

2015 Report Takes a Closer Look at U.S. Caregivers

T

he National Alliance for Caregiving and AARP
released a joint report “Caregiving in the U.S.
2015.” The report highlights the changing
role of the American family caregiver, the
individuals they care for, and the personal
impact of caregiving.

any preparation (42%). Just 14% of caregivers who assist
with medical/nursing tasks report receiving some preparation or training, and these tasks often cause physical and
emotional stress.

As caregivers continue to take on more tasks for their care
recipients, their personal financial and emotional
health can suffer. Sixty percent report
…..most of today’s
having to make workplace changes as a result
caregivers are also
of caregiving, such as cutting back on their
called upon to perform working hours or taking a leave of absence.
Fewer hours at work means lower earnings,
medical procedures
fewer opportunities for promotion, and lower
usually provided by
likelihood of pension coverage, lower Social
nurses...
Security benefits, and less in savings.

Elder Financial
Abuse
Lifetime Income
Options

A New Way to Save with myRA

T

he myRA (my Retirement Account) is a new government-backed retirement plan developed to give
people a simple, safe, affordable saving option. This a great option for workers whose employers don't offer a retirement savings plan. It costs nothing to open an account, there are no fees,
and you can contribute any amount you choose. Your account earns interest and you can withdraw
the money you put in without tax or penalty. You can fund your account from your paycheck via direct
deposit or from your checking or savings account. You can also direct some or all or your federal tax refund to
your myRA account when you file your taxes. Learn more at www.myra.gov.
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WISER’s booklet “Financial Steps for
Caregivers: What You Need to Know
about Protecting Your Money and
Retirement” is available at www.wiserwomen.org.
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As the population of caregivers changes, so does the variety of care tasks they are providing. Along with Activities of
Daily Life tasks (bathing, dressing, etc.), most of today’s
caregivers are also called upon to perform medical procedures usually provided by nurses. The report finds that
many caregivers are doing medical/nursing tasks without

Download the full report at: www.caregiving.org/caregiving2015.
Insuranc
e

According to the report, an
estimated 43.5 million adults
have provided unpaid care
to an adult or a child within
the past year. While the
population of caregivers is becoming more
diverse, a majority of the caregivers are still
female (60%). Nearly a quarter of America’s
caregivers are millennials between the ages of 18 and 34.
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Social Security Claiming Strategies: Changes Ahead

S

ocial Security benefits provide a major source of
income for women and for many it is their only source
of income. Generally, Social Security benefits are calculated on 3 categories of eligibility: Worker Benefits –
based on earnings; Spousal Benefits – paid to a spouse
of a worker; or Survivor Benefits – paid to certain family members of a deceased worker.
On November 2, the Bipartisan Budget Act of 2015 was
signed into law. While the Social Security Administration has
not issued an official explanation, here are a few issues that
you will need to consider if you are in the soon-to-be age 62
age range, or if you will reach full retirement age – age 66
– by April 30, 2016.

known as “File and Suspend“ and “Restricted Application
for Spousal Benefits”.
m

The File and Suspend strategy allowed one spouse (the
higher earner) to file for a worker benefit at full retirement age (66) and suspend (delay) receiving the benefit, accruing an 8% delayed retirement credit for each
year benefits were delayed until age 70. The lower earning spouse was then able to claim a monthly spousal
benefit which is generally half of the high earner’s benefit. Under the new law, the lower-earning spouse will no
longer be able to claim the spousal benefit through this
type of suspension of the higher earner’s benefit.

m

The Restricted Application for Spousal Benefits strategy
applied to spouses who reached full retirement age,
and whose spouse was already receiving worker
benefits. This allowed spouses to file for their
spousal benefits while delaying their own
retirement benefits to age 70 to maximize
benefits. Ex-spouses are subject to the same
provisions as married couples but the divorced couple
had to be married for 10 years to be eligible for benefits.

The new budget regulations will take effect on
May 1, 2016. If you or your spouse are turning
66 soon, you should carefully evaluate these
changes before the new rules go into effect.
In addition, anyone who turns 62 or older by the end of
2015 will be eligible to claim spousal benefits when they
turn age 66. You are then allowed to let your own worker
benefit grow by 8% a year until age 70.
The new budget act includes the elimination of two important Social Security benefit claiming strategies – commonly

If you are currently receiving benefits using these strategies,
you will not be affected by the changes. For more information, review WISER’s Fact Sheet “Social Security Claiming
Strategies: Changes Ahead for 2016”. m

Reverse Mortgage Scams continued from page 1
home, which may include asking the senior to sign undated or incomplete documents, and advance funds to “start”
the paperwork. They will then follow up with requests for
additional funds to complete the process. In some of the
reported scams, seniors are offered free homes, investment
opportunities, or foreclosure or refinancing assistance.

Tips for Avoiding Reverse Mortgage Scams:
m

Do not respond to unsolicited advertisements or direct
contacts. Never give out personal information to an
unsolicited caller who wants to schedule a meeting with
you. Ask for a package to be mailed to you.

m

Check that anyone who contacts, presents or sends you
information belongs to the National Reverse Mortgage
Lenders Association (NRMLA).

m

m

Involve your close family members in the process, including presentations or meetings with reverse mortgage
professionals. Involve trusted professionals such as your
attorney or financial advisor.
Be suspicious of any presentation that minimizes the
reverse mortgage counseling process, suggests that your

children should not be informed about your application,
or suggests that you must purchase another financial
product to obtain your loan.

Help for Victims of Reverse Mortgage Scams
If there are signs of fraud or coercion, immediately file a
report with the local police or FBI office. You may also file a
complaint with HUD at www.hud.gov/complaints/fraud
_waste.cfm or by calling 1-800-347-3735. The Consumer
Financial Protection Bureau (CFPB) also accepts complaints
at www.consumerfinance.gov or at 1-855-411-CFPB.

Important Points About a Reverse Mortgage
m

It can affect your eligibility for other loans.

m

It may affect the inheritance of your heirs.

m

You could lose your eligibility for Medicaid and SSI.

m

You are still liable for property taxes and home owners
insurance.

See the reverse mortgage fact sheet at wiserwomen.org. m
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2015 White House Conference on Aging

WISER’s Mission

The 2015 White House Conference on Aging (WHCoA) took place on July 13th.
Vickie Elisa, WISER Community Financial Educator participated on the panel,
Planning for Financial Security at Every Age. Vickie discussed what works when it comes to helping women
achieve financial security. She shared her experience
and financial challenges and how basic financial education and taking small steps got her back on track.
The panel was moderated by Thomas Perez,
Secretary of the U.S. Department of Labor, and Jean
Chatzky, financial editor for NBC's Today Show.

To improve the long-term
financial security of all women
through education and
advocacy. As the only organization to focus exclusively on
the unique financial challenges
that women face, WISER supports women’s opportunities
to secure fair pensions and
adequate retirement income
through research, workshops,
and partnerships.

New Initiatives Announced at WHCoA
Proposed rules were announced at the conference including updating the quality and safety requirements for more than 15,000 nursing homes and skilled
nursing facilities. To read about all the initiatives announced, visit www.whitehouseconferenceonaging.gov m

Next Issue: Social Security
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