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l. Introduction

The National Consumer Law Center (NCLC), on behalf of its low-income clients, respectfully
submits this comment in response to the Department of Housing and Urban Development (HUD)
Request for Information regarding the Home Equity Conversion Mortgage (HECM) and HECM
mortgage-backed securities (HMBS) programs. HUD seeks information regarding the
appropriate role of the HECM and HMBS programs as well as any ways to enhance these
programs. We appreciate the opportunity to provide comments regarding these important
programs.

Il. Discussion

A. The HECM program fills an essential purpose as designed by Congress: to help
older homeowners maintain stable housing during a time of reduced income.

RFI Question 1: To what extent have the HECM and HMBS programs met their intended policy
goals?

The HECM and HMBS programs have met their intended policy goals extremely well. The
reverse mortgage program was created by Congress to allow older homeowners to tap into their
home equity without increasing the risk of displacement. In implementing the program, HUD is
tasked with a dual mission of preserving stable homeownership for HECM borrowers, enabling
them to age in place, while also protecting the MMI fund. HUD has made adjustments to the
program over time to ensure that both of these goals are fulfilled.

Congress established the HECM program in 1988 following years of public and private
initiatives to create reverse mortgages or other equity conversion products.* Advocates were
concerned about the financial plight of older adults who were struggling to meet daily expenses,
including housing and health related expenses.? Elder advocates pushed policymakers to create
an equity conversion product that would be widely accepted by the lending industry and that
would provide basic consumer protections for vulnerable older homeowners.®

! Home Equity Conversion Mortgage Insurance Demonstration, Housing and Community Development Act of 1987,
Pub. L. No. 100-242, § 417, 101 Stat. 1815 (1988). The program was made permanent in 1998.

2 Advocates highlighted the desire of elders to remain in their community and age in place despite the economic
strain caused by rising taxes, utility costs and home maintenance. See The 1981 White House Conference on Aging,
Report of the Mini-Conference on Aging for the Elderly, available at
https://babel.hathitrust.org/cqi/pt?id=purl.32754066676069;view=1up;seq=18.

3 Both the 1981 White House Conference on Aging and the President’s Commission on Housing recommended that
the federal government take a more active role in the creation of a reverse mortgage program. See 1981 Mini-
Conference Report, supra note 2. See also Turning Home Equity Into Income for Older Homeowners: An
Information Paper Prepared By the Staff of the Special Committee on Aging, U.S. Senate, 97th Cong., 2d Sess. (July
1982), available at https://www.aging.senate.gov/imo/media/doc/reports/rpt682.pdf (noting that accessing equity
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The HECM program was designed specifically “to meet the special needs of elderly homeowners
by reducing the effect of the economic hardship caused by the increasing costs of meeting health,
housing, and subsistence needs at a time of reduced income” while also preventing the risk of
displacement from the home.*

The HECM program has great potential to assist older homeowners who are “cash poor, but
equity rich.” Nearly eighty percent of adults age sixty-five or older own a home.®> A home is the
most common financial asset owned by most Americans, eclipsing ownership of retirement
accounts and other forms of savings and assets.® Moreover, for most homeowners, their home is
their most valuable asset.” Older consumers use reverse mortgages to supplement income, pay
off debt, and repair or otherwise modify homes to accommodate physical disabilities. Unlike
other options, reverse mortgages allow older adults to access the equity in their home without
selling and moving from the home or taking on a traditional loan with its correspondent monthly
payment.

Most HECM borrowers seek out a reverse mortgage due to significant financial need. Nearly
half the respondents sought a reverse mortgage to pay for basic necessities and essential
expenses.® Survey respondents who were over eighty years old, in poor or fair health, women,
and those who were divorced or widowed were most likely to seek reverse mortgages to deal
with necessities.® For borrowers younger than 80, reducing household debt, typically by paying
off a forward mortgage, was the primary motivation for obtaining a reverse mortgage.*° For
those who were able to take out a HECM, the loan enabled them to reduce expenses or increase
their income and continue to live in their homes and communities.

has the potential to raise elders” monthly income above the poverty line; elders can repair homes or make changes to
accommodate disability; and pay for medical or health related expenses).

412 U.S.C. § 1715z-20.

5 Joint Center on Housing Studies, “Housing America’s Older Adults 2023,”
https://www.jchs.harvard.edu/sites/default/files/interactive-
item/files/Harvard_JCHS_Housing_Americas_Older_Adults 2023 Key Facts.pdf.

& Changes in U.S. Family Finances from 2013 to 2016: Evidence from the Survey of Consumer Finances, 103 Fed.
Reserve Bulletin, No. 3, at 18 (Sept. 2017), available at https://www.federalreserve.gov/publications/files/scf17.pdf
(noting that 63.7% of Americans own a home; this percentage exceeds other forms of saving and assets, including
retirement accounts (52.1%), cash-value life insurance policies (19.4%), stocks (13.9%) and savings bonds (8.6%)).
7 See id.

8 See Donald Redfoot, Ken Scholen & S. Kathi Brown, AARP Pub. Pol’y Inst., Reverse Mortgages: Niche Product
or Mainstream Solution? Report on the 2006 AARP National Survey of Reverse Mortgage Shoppers (Dec. 2007).
°1d.

10 See Stephanie Moulton, Cazilia Loibl & Donald Haurin, Reverse Mortgage Motivations and Outcomes: Insights
from Survey Data, 19 Cityscape: J. Pol’y Dev. & Research, No. 1 (2017); Nat’l Council on Aging, Changing
Attitudes, Changing Motives: The MetLife Study of How Aging Homeowners Use Reverse Mortgages, MetL.ife
Mature Market Institute (Mar. 2012), available at
https://www.metlife.com/assets/cao/mmi/publications/studies/2012/studies/mmi-changing-attitudes-changing-

motives.pdf.



https://www.jchs.harvard.edu/sites/default/files/interactive-item/files/Harvard_JCHS_Housing_Americas_Older_Adults_2023_Key_Facts.pdf
https://www.jchs.harvard.edu/sites/default/files/interactive-item/files/Harvard_JCHS_Housing_Americas_Older_Adults_2023_Key_Facts.pdf
https://www.federalreserve.gov/publications/files/scf17.pdf
https://www.metlife.com/assets/cao/mmi/publications/studies/2012/studies/mmi-changing-attitudes-changing-motives.pdf
https://www.metlife.com/assets/cao/mmi/publications/studies/2012/studies/mmi-changing-attitudes-changing-motives.pdf

In our work supporting homeowner advocates around the country, NCLC has heard countless
examples of homeowners who were able to save their home from foreclosure, make necessary
home repairs, or afford their minimally required living expenses due to their ability to obtain a
HECM loan. Attorneys in Connecticut, Florida, Georgia, New Jersey, Pennsylvania, Texas, and
Washington DC, among many other places, have reported to NCLC what a tremendous
difference the HECM program has made in the lives of their low-income clients. They even have
reported examples of clients being victimized by predatory home equity extraction products
(inferior HECM alternatives) and having to raise legal claims against such predatory actors and
eventually refinance into a safer HECM loan. The HECM program has allowed many thousands
of older adults to age in place, at significant benefit to their wellbeing and that of their
communities.

The HECM program does all this at minimal cost to taxpayers. Because of the actuarial
calculations used to determine the amount borrowers can borrow up front, especially after
program adjustments made by HUD in 2015-2017, HUD only rarely takes a loss due to claims
on HECM mortgages. For the past four years, the HECM side of the MMI Fund has remained in
strongly positive territory, with MMI Fund capital ratios ranging from 6% to 24%.

Only a tiny fraction of eligible homeowners have taken out a reverse mortgage. However, as the
baby boomer population ages, it is likely that a growing number of older adults will need a
reverse mortgage to make ends meet. Between 2012 to 2022, the U.S. population over age 65
grew by 34%, from 43 to 58 million people.*? Some homeowners have turned to reverse
mortgages to bridge the resource divide; more are likely to do so in the future. As the size of the
older adult population increases, more consumers will tap into home equity to fund current
consumption, to modify homes to account for physical disabilities, to fund essential home
repairs, or to pay for in-home care.

RFI Question 6: How well do borrowers understand the HECM product, including terms and
risks? Are existing safeguards sufficient to protect borrowers from potential predatory lending
practices?

Although the HECM product is complex, borrowers are generally able to understand the key
terms, risks, and alternatives due to the requirement for independent pre-loan counseling.
Borrowers’ understanding of these key points is directly correlated to the quality of the pre-loan

! Dep’t of Housing and Urban Development, Annual Report to Congress Regarding the Financial Status of the
Federal Housing Administration Mutual Mortgage Insurance Fund, Fiscal Year 2024, at 79-81
https://www.hud.gov/sites/dfiles/Housing/documents/2024FHAAnnualReportMMIFund.pdf (“The HECM portfolio,
which accounts for roughly five percent of the MMI Fund, has a stand-alone capital ratio that increased by 7.78
percentage points, from 16.72 percent in FY 2023 to 24.50 percent in FY 2024.")

12 Joint Center on Housing Studies, supra note 5.
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counseling they receive. HUD must continue to fund HUD-certified housing counseling
agencies, and to provide adequate oversight of the HECM counseling, in order to maintain the
availability and quality of this counseling.

To be eligible for an FHA-insured HECM reverse mortgage, borrowers must obtain counseling
from an independent third party that is not directly or indirectly associated with the mortgage
transaction. Mortgagees are required to provide every potential HECM borrower with a list of
HUD-approved counseling agencies. Five of these counseling agencies must be in the borrower’s
local area or state and at least one agency must be located within a reasonable driving distance of
the prospective borrower’s residence for face-to-face counseling. The other referrals must
include HUD intermediaries providing counseling nationwide.

The HECM counseling protocol covers a wide range of issues that counselors must review with
potential borrowers, including key features of the loan, the borrower’s obligation to pay property
charges, the loan’s impact on public benefits, and alternatives to reverse mortgages. Despite a
detailed counseling protocol that emphasizes discussion of borrowers’ unique financial
circumstances, the length of counseling sessions has declined steadily over the years to ninety
minutes or less. An AARP funded survey found that counseling sessions by exam-tested
counselors who followed detailed counseling protocols took on average two to three hours.*3

The length of the sessions, mode of delivery, capacity to deliver on site counseling, and quality
of counseling vary across agencies. For example, though the counseling protocol expresses a
preference for face-to-face delivery of counseling, many agencies have limited capacity to
provide such counseling on site if the consumer requests it.1*

HUD should ensure that counseling provided to older adults is comprehensive and delivered in a
form that best educates consumers about the complexity of the product. Some forms of
counseling, such as that delivered over the telephone where the counselor cannot see or judge the
comprehension of the client through visual cues, may be less effective than other forms of
delivery for certain consumers. Limited English proficient consumers, for example, may benefit
from face to face counseling with translation and interpreter services nearby, even if telephone
translation is available.

Some consumers benefit from meeting face-to-face to discuss the HECM loan product with a
counselor. This way, the counselor can respond to any confusion and follow up regarding any
visible signs of distress that may indicate incapacity or coercion of a third party that might
otherwise be difficult to detect. The list of Participating Agencies should include at least two
agencies, if available, within driving distance of the prospective borrower’s residence. Moreover,

13 Donald Redfoot, et al., AARP, Reverse Mortgages: Niche Product or Mainstream Solution? Report on the 2006
AARP National Survey of Reverse Mortgage Shoppers (2007) at 90-95, available at
http://assets.aarp.org/rgcenter/consume/2007_22_revmortgage.pdf.

14 See HUD Handbook 7610.1, § 4-15.
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HUD should determine whether the Participating Agencies truly have the capacity to provide on-
site counseling, as required. To preserve the independence of the counseling agency and to
discourage steering, the list of Participating Agencies should indicate, and mortgagees should
inform borrowers, that they must initiate communication with a counseling agency on their own.

HUD should provide more technical assistance, support, and resources to housing counseling
organizations for all forms of HECM counseling (pre-loan and default). Reductions in force in
the housing counseling office of HUD threaten the ability of HECM counselors to do this
important work and keep this loan program strong. Along with the preservation and expansion of
counseling resources, HUD should evaluate the delivery of HECM counseling services. HUD
should ensure that HECM counselors also warn homeowners about home equity investment
(HEI) loans, since the same older adults considering a HECM are likely being targeted for HEI
products and may not understand their risks.

Given the complexity of the HECM loan, a one time, up front counseling session may be
inadequate. Borrowers need ongoing access to information and encouragement to reach out to
counselors post-closing with questions or concerns, or to clear up any confusion. Agencies
should be funded to, and required to, provide assistance throughout the life of the loan. Post-
closing housing counseling can, for example, help borrowers whose LESA accounts are about to
be depleted. This counseling can prepare borrowers to resume payment of property charges and
avoid default. Such proactive counseling is necessary because the majority of HECM borrowers
have limited financial resources, requiring careful budgeting and planning in advance for
changes in their monthly expenses.

B. Other equity release products are not filling the same need, and pose a much greater
risk of home loss to older adults.

RFI Question 2: What should HECM s role be for senior borrowers, given the rise of proprietary
home equity products and competition in the market?

HECM s fill a crucial role for homeowners who need to access their home equity without
increasing the risk of displacement. They represent a trusted and safe option amidst a sea of
unreliable and often harmful equity release products. The fact that HUD oversees and insures
these loans results in many homeowners being comfortable taking out a reverse mortgage where
they otherwise would not or could not. HECMs provide a strong base for the reverse mortgage
market that the proprietary reverse mortgage loans can build upon but could not replace.

RFI Question 3: Do the HECM and HMBS programs inhibit private sector innovation in
developing products for senior Americans to access home equity?



The proprietary reverse mortgage market benefits from having a robust government-insured
reverse mortgage market. The overall reverse mortgage market cannot function well without a
sufficient volume of reverse mortgage loans. VVolume of proprietary loans may ebb and flow
depending on market factors, and given that volatility, having a stable marketplace of
government-insured HECMs has helped the industry remain profitable and worthwhile for a
range of players. The existence of a strong federally-insured reverse mortgage program has also
helped to drive consumer’s knowledge of, and interest in, reverse mortgage products.

Proprietary reverse mortgages serve parts of the market that are outside the HECM box, and
seem to be providing a useful product to the higher end of the market. There is no indication that
the proprietary reverse mortgage market could or would replace the existing function that
HECMs play in making a reverse mortgage loan product available to homeowners of modest
means.

RFI Question 7: How do borrowers respond to other home equity and proprietary reverse
mortgage products versus the HECM product? Are there notable differences between those
products and HECM in terms of usability, complexity, or borrower’s loan performance?

The private market has created a number of non-reverse mortgage home equity products that are
extremely dangerous for homeowners. These include home equity investment loans, sale-
leaseback transactions, and high-pressure home sales. Borrowers sometimes do get lured into
other home equity extraction products — but those other products do not perform nearly as well as
HECMs do for homeowners within the HECM-eligible population.

Home equity investment loans. Home-equity investment (HEI) loans— also called shared
appreciation agreements, home equity sharing contracts, or equity investment options — are
marketed as innovative ways for homeowners to access their home equity without taking on a
traditional loan. In practice, however, these arrangements are high-cost, high-risk mortgage
loans, placing homeowners at significant risk while avoiding the protections normally afforded
to mortgage borrowers.*®

HEI loans typically provide homeowners with a lump sum of cash upfront in exchange for a
contractual obligation to pay a percentage of the home’s value at the end of the term or upon a
triggering event such as sale, refinance, death, or transfer.'® The contracts are secured by the

15 National Consumer Law Center, Home Equity Investment Loans Are Subprime Mortgages: Policymakers Must
Strengthen Rules to Protect Homeowners (Nov. 2025), https://www.nclc.org/wp-

content/uploads/2024/10/202511 Issue-Brief Home-Equity-Investment-Loans-Are-Subprime-Mortgages.pdf

16 See, e.g.,Washington State Department of Financial Institutions. Home Equity Sharing Agreement (HESA) Final
Report — July 2025. Olympia, WA, July 2025. Available at: https://dfi.wa.gov/sites/default/files/reports/HESA-
Final-Report-July-2025.pdf; Sujeet Indap, Financial Times, Private credit’s latest contraption (Oct. 4, 2024),
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home, meaning failure to make the required payment gives the investor the power to force a sale
or foreclosure. Although these products are labeled as “investments™ or “options” rather than
loans, their economic substance is that of mortgage credit.

HEI loans are unfair and deceptive for multiple reasons. The final payment amount is
unpredictable and often unaffordable because it depends on the future value of the home,
effectively creating a blank check for the investor. Some agreements require homeowners to
surrender all home appreciation, resulting in extremely high implied returns for the investor. In
most cases, the homeowner will owe some amount back to the investor at maturity even if the
home did not appreciate in value, because investors discount the value of the home at the
contract’s inception.

The contracts also function like subprime loans, with hidden or opaque interest rates and balloon
payments that make it impossible for homeowners to understand or compare costs with
traditional loans. When the homeowner takes out the HEI loan, they have no idea how much they
will be required to pay back in the end. One court refused to void a 50-year contract transferring
100% of the future increase in value.” Another court enforced a contract that gave the funder a
2,000% return on the amount initially paid to the homeowner.*®

HEI loans shift risk almost entirely to the homeowner, relying on property value and anticipated
appreciation rather than the homeowner’s ability to repay, while imposing restrictions that limit
flexibility, such as constraints on refinancing, renting, transferring the property, or making
improvements. Legal protections are often limited, with forced-arbitration clauses and other
terms that impede homeowners’ ability to challenge abusive practices. These agreements are
complex and opaque, frequently running over 100 pages and filled with technical, financial and
legal terms. They rely on valuation models and contractual structures that obscure risk and cost,
making it difficult for most consumers to accurately assess the financial implications.

HEI loans often target older homeowners with significant home equity but limited liquidity,
emphasizing immediate cash while downplaying long-term obligations and risks. Despite being
presented as alternatives to borrowing, the structure, risks, and costs of HEI loans clearly mirror
those of high-cost mortgage loans. A HECM is safer than an HEI loan because it is federally
insured, regulated, and does not require repayment until the borrower leaves the home. Unlike
HEI loans, which have opaque terms, unpredictable payments, and high effective costs that can

available at https://www.ft.com/content/calb67a0-c95f-40f3-8dd1-ca6a583al4c6; Morningstar DBRS press release,
Morningstar DBRS Assigns Provisional Credit Ratings to Unison Trust 2024-1 (May 24,
2024),https://dbrs.morningstar.com/research/433261/morningstar-dbrs-assigns-provisional-credit-ratings
-tounison-trust-2024-1; Senate Bill Rpt SB 5968, Wash. Sen. Business, Financial Services, Gaming & Trade (Jan.
25, 2024), available at
https://lawfilesext.leg.wa.gov/biennium/2023-24/Pdf/Bill%20Reports/Senate/5968%20SBR%20BF

GT %200C%2024.pdf

17 Foster v. EquityKey Real Estate Investments, 2017 WL 1862527, at *2 (N.D. Cal. May 9, 2017).

18 Comstock v. Steinbergh, 2004 WL 3120554 (Mass. Super. Dec. 16, 2004).
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strip homeowner equity, HECMs provide clear protections, predictable costs, and mandatory
counseling, ensuring homeowners can access their equity without the excessive risk or deceptive
practices common in HEIS.

Sale-leaseback transactions. Some companies purport to offer struggling homeowners a way to
save their homes, but, in reality, the company requires the homeowner to sign away their deed
while also receiving a short-term lease and an option to repurchase the home. These sale-
leaseback arrangements are a form of foreclosure rescue scam, and are frequently marketed to
homeowners who are at risk of mortgage foreclosure or property tax foreclosure.

Sale-leaseback transactions also constitute a disguised mortgage loan, as the understanding of
both parties is that the company is loaning money to the homeowner and will convey the home
back to the homeowner when they pay back the money “loaned” plus an exorbitant fee. That fee
represents a finance charge, and is often 200% or more of the value loaned to bring a mortgage
current or pay off a property tax balance owed. Yet the creditors in sale-leaseback transactions
never comply with the applicable state and federal consumer lending laws. They do not disclose
the cost of their extension of credit, they do not offer credit on fair terms, and they do not
actually give homeowners a way to save their homes the vast majority of the time. These
investors make enormous profits at the expense of long-time homeowners losing their entire
accumulated home wealth.

High pressure home sales. Other private companies offer financially struggling homeowners a
purported lifeline by soliciting them to sell their home to the company, off-market and fast. This
business model, also known as “wholesaling” or the “we buy houses” model, may involve the
company assigning the purchase contract to another investor waiting in the wings. It always
involves direct solicitation of the homeowner and high-pressure tactics to convince the
homeowner to sign a sale contract without listing the home publicly for sale with a realtor.

There are a number of problems with this business model. First, investors often directly target
homeowners who are under pressure to sell -- either because of a life event like hospitalization or
nursing home stay, a death in the family, or having fallen behind on property taxes or the
mortgage.'® Investors often use a number of tactics to get a homeowner to sign the sales contract,
including coming to the home in person, pretending to have an emotional bond with

the homeowner, or claiming that the contract is in fact a non-binding offer.

Companies who directly target homeowners or their heirs asking to buy the home always offer a
price that is substantially below fair market value. The entire business model is based on this
concept. The investor who solicits an off-market sale can offer less than fair value precisely

19 Anjeanette Damon, Byard Duncan, and Mollie Simon, “The Ugly Truth Behind We Buy Ugly Houses,” Pro
Publica (May 11, 2023), https://www.propublica.org/article/ugly-truth-behind-we-buy-ugly-houses.
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because of the fact that the home is not being listed on the open market for competitive

bidding. However, once a homeowner realizes they were pressured into a bad deal, the investor
will often sue them to force the sale of the home at that unfair price. Many legal services
attorneys around the country have consulted with NCLC when their client has been sued for
specific performance on one of these contracts, and the client says they did not realize this was a
binding contract at all; the person was in their home pressuring them to sign; they signed on an
ipad or tablet and could not read all the terms. All of these are facts that are commonly reported
to NCLC by advocates handling these cases around the country.

HECMs provide a much safer way for homeowners to begin to use some of their home equity
before having to sell, or risking the loss of, their home. As discussed in Section A of this
comment, many homeowners have a significant financial need to borrow against their home
equity in their older years. Based on conversations with homeowner advocates around the
country, many homeowners are harmed by abusive home equity products from the private
market and would have been better off with a HECM. If the HECM program was not available,
many more homeowners would be harmed by predatory equity extraction products.

C. The fundamentals of the HECM and HMBS program are strong, although minor
adjustments might help to increase the volume of HECM originations over time.

RFI Question 4: Are there certain features of the HECM and HMBS programs that present
emerging risks or costs to the MMIF or Ginnie Mae?

HUD made a number of adjustments to the HECM program between 2015-2017 to shore up the
stability of the program and the MMI Fund. HUD made these adjustments due to high rates of
property charge defaults and higher than normal rates of claims on the MMI

Fund during the same time period. The higher than normal claims rate arose out of a large
number of HECMs that had been fully drawn at origination in 2008-2009, with balances growing
over time to exceed crashing home values during the 2008-2016 foreclosure crisis.?° For the past
five to seven years since HUD made those policy adjustments, the HECM side of the MMI

Fund has been very strong and consistently improving.

HECM servicers have faced liquidity challenges in recent years. These problems have occurred
because a significant portion of HECMs in the portfolio of the largest servicers have had to be
bought out of the Ginnie Mae HMBS pools due to hitting 98% of the Maximum Claim Amount,
and have not been able to be assigned quickly to HUD due to (a) HUD delays in claims
processing and (b) the bar on assigning loans to HUD if they are in default. The proposal for

20 Sarah B. Mancini and Odette Williamson, Reversing Course: Stemming the Tide of Reverse Mortgage
Foreclosures through Effective Servicing and Loss Mitigation, 26 ELDER LAW JOURNAL 85 (2018).
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HMBS 2.0 should significantly alleviate these liquidity issues, reducing the risk of HECM
servicers going into a financial tailspin. Sufficient staffing at HUD to ensure that claims can be
processed quickly and efficiently would also help.

RF1 Question 5: Why has consumer demand for HECMs declined over this period [2022-2024],
despite a growing aging homeowner population and record levels of home equity?

There are a number of issues that have made it difficult for older adults to take out a HECM in
recent years. These include: older adults entering retirement with more debt, interest rates being
high, and conservative principal limit factors. We discuss each of these factors in turn.

More homeowners are entering retirement with mortgage debt than in prior generations.?* Older
adults are also carrying more non-mortgage debt, including credit card and student loan debt,
into retirement than in past decades.?? While debt is rising for seniors, fewer traditional pension
plans and a lack of retirement savings add to the financial strain of growing older.?® Between
1989 and 2022, the share of homeowners aged 65—79 with a mortgage on their primary home
went up from 24 to 41 percent.?* The median mortgage debt among this age bracket has
increased over 400 percent, from $21,000 in 1989 to $110,000.2> Among homeowners over age
79, the share with a mortgage grew from 3 percent to 31 percent, and the median mortgage debt
increased over 750 percent, from $9,000 to $79,000.28 The question notes there have been record
levels of home equity in recent years, but that home equity is not equally distributed. A
significant number of homeowners of modest means have equity, but not enough equity to be

2L Consumer Fin. Prot. Bureau, Office for Older Americans, Snapshot of Older Consumers and Mortgage Debt at 8
(May 2014), available at http://files.consumerfinance.gov/f/201405 cfpb_snapshot_older-consumers-mortgage-
debt.pdf [hereinafter CFPB Snapshot 2014] (analyzing Census data and concluding that the percentage of
homeowners age 65 and older carrying mortgage debt increased from twenty-two to thirty-percent). See also Joint
Ctr. for Hous. Studies of Harvard Univ., Projections and Implications for Housing a Growing Population: Older
Households 2015-2035 (Dec. 2016).

22 Fed. Reserve Bd., 2016 Survey of Consumer Finances Chartbook at 837 (Sept. 20, 2017), available at
https://www.federalreserve.gov/econres/files/BulletinCharts.pdf (49.8% of families headed by someone seventy-five
or older were in debt in 2016 compared to 21% in 1989; 70.1% of families headed by someone aged sixty-five to
sevety-four were in debt in 2016 compared to 49.6% in 1989). See also Craig Copeland, Employee Benefit
Research Inst., Debt of the Elderly and Near Elderly, 1992-2013 (Jan. 2015) (the percentage of American families
with heads ages fifty-five or older that had debt increased from 53.8 percent in 1992 to 65.4 percent in 2013); CFPB
Snapshot 2014, supra note 21, at 6 (increasing percentage of older Americans owe a mortgage on their home);
Fidelity Viewpoints, Retirees face estimated $240,000 in medical costs, May 16, 2012 (a couple retiring in 2012 at
age sixty-five would face, on average, $240,000 for medical care and health insurance expenses over their lifetimes,
up from an estimated $160,000 in 2002).

23 See Annamaria Lusardi, Olivia S. Mitchell, Noemi Oggero, Debt and Financial Vulnerability on the Verge of
Retirement (NBER Working Paper No. 23664) (Aug. 2017).

24 Joint Center on Housing Studies, supra note 5.
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able to obtain a HECM, even if it could benefit them to do so. The bottom 50% of households by
income have little to no home equity.?’

When older homeowners carry higher mortgage debt loads into retirement, they require greater
proceeds from a HECM loan (as a percentage of home value) in order to pay off the existing
mortgage debt. At the same time, relatively high interest rates significantly limit the amount a
homeowner can receive in HECM loan proceeds. The principal limit factor tables adjust the loan
proceeds based on interest rates because the expected interest rate will impact the growth of the
loan balance over time.

In October 2017, HUD adjusted the HECM principal limit factors (PLFs). For most ages and
interest rates, the PLFs that took effect in October 2017 are lower, or more conservative, than the
PLFs previously in effect.?® With interest rates hovering at historic lows for most of the 2017-
2021 time period, the lower PLFs did not result in as noticeable a limitation on HECM access.
However, as rates began to rise in 2022, the limited amount that can be borrowed under the 2017
PLFs began to be felt, coinciding with low to moderate income homeowners entering retirement
with higher existing mortgage debt loads.

Around the same time that HUD adjusted the PLFs to more conservative levels, it implemented
two other policies aimed at preventing losses to the MMI Fund: limiting up front draws and
requiring a “life expectancy set-aside” (LESA) for property charges if indicated by a new
Financial Assessment.?® All of these changes reduce the amount that borrowers can borrow
through a HECM loan. When interest rates were extremely low, the impact of the adjusted
principal limit factors combined with LESA requirements was not so noticeable. Now that rates
are back to a more normal level, the limits on HECM principal limits are stark. Right now, the
HECM math does not work for many moderate-income homeowners who could in fact benefit
from the HECM product.

For example, a sixty-nine-year old homeowner in Snellville, Georgia was recently at risk of
foreclosure after falling behind on her monthly mortgage payments. Her attorney at Atlanta
Legal Aid wondered if refinancing into a HECM might be a good tool to resolve her delinquency
by paying off the loan and keeping her stably housed. This client’s home was worth roughly
$415,000 and she owed $153,000 on her existing FHA mortgage. Based on the prevailing
interest rates and PLF table as of November 2025, this client would have to bring roughly
$12,400 to the closing table, which, as research has shown, is not possible for most interested

27 Aditya Aladangady and Kelsey O'Flaherty, “How Much Does Home Equity Extraction Matter for Spending?”
FEDS Notes, Board of Governors of the Federal Reserve, Figure 3 (May 1, 2020),
https://www.federalreserve.gov/econres/notes/feds-notes/how-much-does-home-equity-extraction-matter-for-
spending-20200501.html.

28 Wade Pfau, “Updated Principal Limit Factor Tables,” Forbes (Dec. 20, 2018),
https://www.forbes.com/sites/wadepfau/2018/12/20/updated-principal-limit-factor-tables/.

29 Sarah B. Mancini and Odette Williamson, Reversing Course, supra note 20.
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HECM applicants.*® If a LESA were required, which it likely would be given her mortgage
default, the shortfall in available loan proceeds would be even greater.3! This 69-year old
homeowner was not able to get a reverse mortgage loan because she could not borrow enough to
pay off her existing obligations and fund the LESA, even though her existing mortgage loan to
value ratio was only 36%.

HUD should evaluate whether it could adjust the PLF table, or more surgically limit the
circumstances under which LESAs are required, in order to make the HECM program more
accessible to homeowners of modest means. The goal of any such adjustments would be to
ensure that the MMI Fund is still protected and homeowners are likely to succeed, while making
the HECM product accessible to more homeowners.

RFI Question 13: What regulatory or other administrative changes should HUD make to
improve the HECM program, including but not limited to new servicing policies or tools,
changes to HECM Refinance policies (e.g., net benefit test), and use of note sales and other
strategies for active and due and payable HECMs?

HUD could require certain improvements to the servicing of defaulted HECMs. Effective
servicing of HECM loans, and clear borrower communication regarding property charges, could
go a long way toward stemming the tide of property charge foreclosures. Older adults who have
taken out reverse mortgages are particularly resource-constrained. They tend to take out these
loans when driven by financial need, motivated by a lack of sufficient income to cover rising
medical costs and other essential expenses.®> Many HECM borrowers might be eligible for
additional property tax relief without realizing it.>* A number of state and local property tax
exemptions become available at age sixty-five, and housing counselors might not notify
borrowers of these options during the pre-loan counseling, especially if it is conducted before the
borrower turned sixty-five.>* Strong servicing would include notifying seniors about additional
tax exemptions or referring them to post-closing housing counseling services for assistance

30 Stephanie Moulton, Cézilia Loibl & Donald Haurin, Reverse Mortgage Motivations and Outcomes: Insights from
Survey Data, 19 Cityscape: J. Pol’y Dev. & Research, No. 1, at 93 (2017).

31 Email from Jennifer Rentenbach, Senior Attorney, Atlanta Legal Aid Society (Nov. 26, 2025).

32 See Consumer Fin. Prot. Bureau, Report to Congress on Reverse Mortgages 81 (June 28, 2012), available at
https://www.consumerfinance.gov/data-research/research-reports/reverse-mortgages-report/ [hereinafter CFPB
Report to Congress 2012] at 45-46.

33 See Silda Nikaj & Joshua J. Miller, HECM and Property Tax Relief for Seniors, 19 Cityscape J. Pol’y Dev. &
Research, No. 1 (2017).

3 See id. at 2. However, the HECM program does not permit participation in tax “deferral” programs where the
deferred taxes will take priority over the reverse mortgage — so a senior that was previously eligible for tax relief
might have lost certain relief options by virtue of the reverse mortgage.
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identifying and seeking such exemptions. Both HUD and the CFPB have a role to play in
ensuring that the servicing of HECM loans is as strong as possible.®®

One element of reverse mortgage servicing that could be significantly improved is the servicer’s
ability and willingness to offer a short sale or deed in lieu of foreclosure to the heirs of a HECM
borrower after the borrower’s death. HUD’s policies have at times limited this option to only
HECMs with FHA loan numbers issued in certain years. HUD has taken steps to incentivize
these alternatives to foreclosure, which are fiscally much better for the MMI Fund than a
foreclosure. However, heirs need clear, prompt, and committal communication from servicers in
order to pursue the probate steps necessary to effectuate such a transfer. HUD should gather
information regarding the number of heirs that express interest in carrying out a short sale and
how many are successful, and work to identify what barriers persist.

RFI Question 21: What program changes would improve the HECM and HMBS programs’
ability to meet their intended policy goals, while reducing or not increasing FHA's or Ginnie
Mae’s exposure to additional losses or risks? Are there aspects of other foreign or domestic
reverse mortgage or aging-in-place programs that could be incorporated into HUD'’s reverse
mortgage programs?

See response to Question 13.

RFI Question 16: Does the Life Expectancy Set Aside (LESA) adequately cover borrowers’
actual property charges throughout the life of the HECM? If not, should HUD adjust the LESA
or provide an alternative to combat tax and insurance defaults? Also, should HUD mandate a
LESA for all borrowers?

LESAs do get exhausted for some borrowers. Although the goal of a LESA is to set aside an
amount that will last throughout the borrower’s lifetime, it is understood that some borrowers
will live longer, and in some instances the property charges will increase. Particularly as costs of
homeowners’ insurance have increased in most parts of the country, funds may be depleted at a
faster than expected rate. HUD should obtain data from HECM servicers regarding the frequency
of LESASs being exhausted while the borrower is still living in the home, how many of those
HECMs are ending up in property charge defaults, and what servicer best practices are helping to
minimize or resolve post-LESA property charge defaults. HUD could consider a pilot program
with one or more servicers in which they attempt various proactive measures beginning when a
LESA is within three years of being depleted. Research has shown that proactive communication

3 Sarah Mancini et al, Unmet Promise: Reverse Mortgage Servicing Challenges and How to Preserve Housing
Stability for Older Adults, National Consumer Law Center (Feb. 6, 2023), https://www.nclc.org/resources/unmet-
promise-reverse-mortgage-servicing-challenges-and-how-to-preserve-housing-stability-for-elder-adults/.
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and reminders like refrigerator magnets can be extremely effective at reducing property charge
defaults.®

HUD can protect against potential issues with this by requiring stronger notice practices starting
at least three years before the LESA is estimated to be insufficient to cover the property charges.
Servicers should refer borrowers to post-closing housing counseling as soon as the LESA is
within three years of being exhausted. Post-closing housing counseling could also help by
advising the borrower to periodically check for additional homestead exemptions that might
become available as the borrower ages, which can reduce the property tax bill and make the
LESA last longer. The counselor could also help the borrower to comparison shop for affordable
homeowner’s insurance and create a budget that factors in monthly savings for upcoming annual
lump-sum property charges.

The HECM Handbook requires servicers to give borrowers written notice that the borrower is
responsible for payment of property charges if the funds in the LESA are insufficient to cover the
required property charges. However, giving such a notice when the funds have already been
depleted is too late. Borrowers who enter into a HECM with a fully-funded LESA are not likely
to understand (or to remember years down the line) that they can potentially be required to pay
property charges after having them paid for many years. In order to address this problem, HUD
should change its policies so that if a borrower outlives the funds available in a LESA, future
property charges will be advanced by the servicer and covered by the eventual insurance claim,
without requiring the borrower to repay these amounts. This would be akin to making an At Risk
Extension available to all borrowers who have a fully-funded LESA if the LESA funds are
exhausted. In the alternative, extremely proactive servicing and post-closing housing counseling
are necessary to prepare borrowers to deal with resuming payment of property charges. Simply
providing written notice when the loan is made that the borrower is responsible for payment of
property charges when the LESA is exhausted is woefully insufficient. HUD should require
servicers to begin communicating actively with the borrower and attempting to refer them to a
housing counselor beginning at least three years prior to the expected exhaustion of the LESA
funds.

Moreover, HUD should do more on the front end with respect to pre-loan counseling to alert
potential borrowers that exhaustion of the LESA could be a significant issue during the term of
the loan. Counselors adhering to protocols outlined in the Housing Counseling Handbook
7610.1 would not review this issue in-depth with consumers. Nor would older consumers know
to keep track of LESA accounts based on HUD’s form disclosures. For example, HUD’s Reverse

3 Stephanie Moulton et al, Reminders to Pay Property Tax Payments: A Field Experiment of Older Adults with
Reverse Mortgages at 15 (New York: SSRN, 2019), available at
https://appam.confex.com/appam/2019/webprogram/Paper32786.html (finding that HECM borrowers who received
periodic reminders to pay property taxes had a default rate 2/3 the rate of borrowers who did not receive reminders,
and were less than half as likely to have a default balance of over $2,000).
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Mortgage Borrower Obligations and A Checklist for Borrowers (Appendix C.7 and C.8 of
Housing Counseling Handbook 7610.1) do not mention LESA accounts or how they work, or the
potential that the borrower may have to assume responsibility for the payment of property
charges in the future despite the existence of a LESA. Indeed, borrowers may expect that an
account labeled a Life-Expectancy Set Aside would mean that servicers would cover the charges
during the borrower’s lifetime. For clarity and simplicity, HUD should rename the account a
property charge set-aside to alert consumers to the function of the account, and the fact that the
funds can be depleted. Counselors should be required to explain the function and limits of the
account and develop an action plan to pay property charges if the account is exhausted.

Requiring a LESA in all instances would prevent a significant number of homeowners who could
benefit from a HECM from being able to obtain one.?” It would be an overly broad policy
without a corresponding benefit. LESA shortfalls do not appear to be causing any threat to the
solvency of the MMI Fund, and the changes we propose regarding LESA requirements also
would not jeopardize the stability of the Fund. Lower-income elders with lower property values
and higher existing mortgage balances are the homeowners most likely to be blocked from
obtaining a reverse mortgage due to the combination of lower principal limits and a required
property charge set-aside.

RFI Question 17: What changes would you recommend to HECM'’s underwriting policies in the
Financial Assessment, and what are the related considerations?

HUD created the financial assessment and LESA requirements to address the significant
problems with borrowers defaulting on property charges. This was a significant problem in
HECMs originated prior to 2015. HUD’s changes have been effective in reducing property
charge defaults. However, the Financial Assessment rules are time-consuming for originators
and can at times make a HECM inaccessible when the borrower could have performed well with
direct property charge payments.

The Financial Assessment rules require an exhaustive review of credit history that can be
burdensome for loan originators to do. This is especially true for the most financially vulnerable
elders who are the most likely to need a reverse mortgage for its intended purpose of easing
financial strain at a time of reduced income. Information obtained from industry participants
suggests that processing costs have increased significantly as a result of the financial
assessment.®® One broker estimated that he can process only about half as many HECM loans per
year as he did before the assessment rules took effect.®

37 Sarah B. Mancini and Odette Williamson, Reversing Course, supra note 20.
3 Sarah B. Mancini and Odette Williamson, Reversing Course, supra note 20.
¥ 1d.

16



Moreover, the assessment may be interpreted in ways that are overly strict. For example, the
assessment requires loan officers to consider any accounts that have gone into collection,
including medical debts. A significant number of older adults have experienced medical
hardships, and it is not uncommon for consumers to have medical bills that go unpaid due to a
belief that insurance should have paid for certain treatments, and to unwittingly end up with a
bill in collection. A LESA may be required if an applicant has had one 30-day late mortgage
payment in the past twelve months. Arguably, such a person would face significantly less
financial strain if he or she could obtain a HECM and no longer have the obligation to pay the
principal and interest on a forward mortgage. Property charges only would be a much more
affordable housing expense. Of course, the set-aside is not automatically required for individuals
who have events like these on their credit — but some lenders interpret HUD’s policy very
strictly, and some loan officers will not have the time or inclination to help a borrower explain
and document a closely connected hardship that can serve as “extenuating circumstances.” HUD
received a number of comments in response to its codification of the financial assessment from
individuals who were concerned about the burdensome documentation requirements for avoiding
a LESA and the extent to which these rules restrict access to HECM loans, but opted not to make
any further changes in the 2017 final rule.*

Failing the financial assessment and being required to include a LESA will make the loan
unfeasible for some HECM borrowers. This is true because the available loan proceeds after
factoring in the LESA may be insufficient to pay off existing liens and make any required
repairs. This is especially likely in geographic areas where property values are lower and for
borrowers who are younger (resulting in a larger LESA, due to longer life expectancy, and a
lower principal limit for the same reason).

Of course, the goal of the financial assessment was to exclude some borrowers from accessing a
reverse mortgage. The borrowers who cannot afford to pay ongoing taxes and insurance (even
after obtaining the HECM) and cannot afford a set-aside out of available loan proceeds are
intentionally being denied for the program. Most would agree that a HECM loan is not a good
option for a person who is going to default on property charges in the near term and face
foreclosure as a result.** Such a person would be better served, typically, by selling the home
without incurring the closing costs for a HECM. The question, though, is whether the pendulum
has swung too far — whether HUD has imposed rules that are more strenuous than necessary to
achieve the desired result; rules which may be excluding potential borrowers that could maintain
tax and insurance payments and that would benefit a great deal from accessing a reverse
mortgage. HUD should collect information to explore this issue. One key source of data is

4082 Fed. Reg. 7094, 7103 (Jan.19, 2017). See also Mark Olshaker, “Outside Looking In: Industry Advocates’
Perspectives on Reverse Mortgages,” Reverse Mortgage (Sept.-Oct. 2017) (quoting Meg Burns, former program
director with FHA, opining that the financial assessment is overly cumbersome and has contributed to a “significant
reduction in volume of this business™).

#1 Indeed, consumer advocates called for HUD to require underwriting to determine borrowers’ ability to pay taxes
and insurance. See Nat’l Consumer Law Ctr., Comments to the Consumer Financial Protection Bureau on Notice
and Request for Information Regarding Consumer use of Reverse Mortgages (July 2, 2012), available at
http://www.nclc.org/images/pdf/foreclosure_mortgage/reverse-mortgages/comments-cfpb-reverse-mortgages-

2012.pdf.
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HECM pre-loan counseling numbers. If the counseling numbers are stable but the loan
origination numbers are declining, that suggests that many people interested in HECMs are not
able to proceed with the loan. The HUD counselors doing those counseling sessions could
provide insight into how often insufficient loan proceeds are the issue, and for how many of
those clients they are likely to have a mandatory LESA but could have afforded to pay the
property charges directly.

Whatever the number, some percentage of these older adults who will be barred from obtaining a
HECM due to the financial assessment results could have paid the property charges, especially if
they had access to effective communication from a loan servicer and the opportunity to make
monthly payments into escrow rather than being hit with large, once-per-year expenses.

The combination of the LESA rules and the other fiscally conservative changes to the HECM
program in recent years, such as lower principal limit factors and increased insurance premiums,
are a one-two punch that knock out a significant number of low-income elders who are likely to
be most in need of the relief a HECM loan could provide. These struggling homeowners were
among those Congress intended to help when it authorized HUD to create a program of reverse
mortgage insurance. While these policies play an important role in protecting homeowners and
the MMI Fund, it would be wise to examine whether any easing of the PLFs or Financial
Assessment and LESA rules is warranted.

I1l.  Conclusion

The HECM and HMBS programs have served a crucial role in helping older adults maintain
stable housing, at minimal cost to taxpayers. The government’s role in providing mortgage
insurance for HECMs has helped to support a strong reverse mortgage market comprised of both
federally-backed and non-federally-backed options. HUD should maintain the fundamental
aspects of the HECM program and protect this essential option for low-income homeowners.

If there are any questions about this comment, please contact Sarah Mancini,
smancini@nclc.org, and Odette Williamson, owilliamson@nclc.org, for additional information.
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