Information about Predatory Lending and How to Avoid It

What is predatory lending?
It can be any or all of the following:

e Aloan designed to strip equity from the owner of the property
e Anunaffordable or unreasonable loan designed to be refinanced repeatedly
o A deceptive loan designed to force the owner into foreclosure

What to watch out for

A loan with payments you can't afford

Product steering (being guided toward a loan that is not in your best interest)
Excessive fees and points paid to mortgage lender, real estate brokers or appraisers
Flipping (repeated refinancing)

Prepayment penalties without disclosure

Single Premium Credit Life Insurance Policies

Daily interest changed when payments are late

Upfront fees or costs just for making a loan application

Predatory Loan Indicators & Sales Practices

Aggressive solicitations to targeted neighborhoods

Steering due to protected class to high rate lenders

Home improvement scams

Purposely structuring the loan with payments the buyer cannot afford
Falsifying loan applications such as inflated income level, assets or incorrect age
Changing loan terms at closing

Loans in excess of 100% of the value of the property

Adding insincere co-signers

Making loans to mentally incapacitated homeowners

Failure to provide accurate loan payoff amounts

Forging signatures on loan documents

Paying off lower interest mortgages

Predatory Loan Terms

o Inflated appraisal values
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o Excessive broker fees

e High points

e High annual interest rates

o Padded closing costs

« Balloon payments

e negative amortization

« Required credit insurance

e Required homeowners insurance with a particular company
o Falsely indentifying loans as lines of credit

o Itemizing duplicate services and charging separately

Things to not do

o Sign a blank document or anything to be filled in later.

« Sign anything you don't like or don't understand.

e Trust an ad promising "No credit? Bad credit? No problem."

e Stop making your current house payment while you wait to close on a loan.
» Be afraid to ask questions or seek outside advice.

What to do

e Know your rights

o Become familiar with what questions to ask before signing loan documents (see
below).

o If you are refinancing, you have the legal right to change your mind up to three
days after the loan closes.

o Attend a homeownership education course offered by the U.S. Department of
Housing and Urban Development (HUD)-approved, non-profit counseling
agencies (webpage).

o Meet with a housing counselor to review your loan documents with you.

e Trust your instincts

@)

Be cautious of trusting someone you just met that wants to be your best friend and sell
you something at the same time.

e Shop around

o Get a second opinion from another lender.
o Seek advice from housing professionals before you make a decision.
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Before signing loan documents, you have the right to know

The monthly payment amount

The total cost of the loan (the amount you must repay including interest and fees)
The annual percentage rate

How long you have to pay back the loan

If there is a prepayment penalty

Whether taxes and insurance are included in the payment

If there is a balloon payment (lump sum due)

Resources

Washtenaw Housing Education Partners (webpage)

U.S. Department of Housing and Urban Development (HUD) (website)

Page 61



Washtenaw Housing Education Partners

Making the dream of homeownership a reality
www.ewashtenaw.org/homeownership

January 1, 2011
Dear Future Homebuyer,

Thank you for your interest in the Washtenaw Housing Education Partners (WHEP)
Homebuyer Education Program! Michigan State University Extension, Community
Housing Alternatives, POWER, Inc., Huron Valley Habitat for Humanity and the
Washtenaw County Office of Community Development—along with other collaborative
partners—have created a unique partnership to provide top-quality and comprehensive pre-
and post-purchase education services to any future homebuyers in Washtenaw County.
Additionally, we connect eligible WHEP participants to down payment assistance and
other homeownership assistance programs for low- to moderate- income, first time
homebuyers.

At a minimum, the WHEP Homebuyer Education Program consists of two Homebuyer
Education group classes, a Pre-Purchase orientation class and one individual Pre-Purchase
Individual Counseling appointment. There may be additional classes recommended and/or
required depending on your financial and credit readiness. All WHEP classes are open to
the public; however you must register at least 1 day before the course. Classes are limited
to 50 participants so please register early and also note we cannot accommodate
children.

In the WHEP Homebuyer Education Program you will receive education regarding a
number of topics including:

e Homebuyer readiness e Accessing Down-Payment

e Credit Reports and Repair Assistance

e Getting a Mortgage Loan e Property Taxes and Insurance
e Working with Realtors and e Foreclosure Prevention

Lenders e And much more!

While WHEP Homebuyer Education is open to anyone, in order to qualify for any kind of
financial assistance, a family must fall within the program income guidelines. These
guidelines are updated annually by the various program administrators. These limits will
be reviewed with homebuyers during their Pre-Purchase Individual Counseling
appointment.
705 N. Zeeb Road B . e .
P.0.Box8645 AS county, state and federal dollars fund the WHEP services, income verification will be
Ann Arb%%%gzg required for the entire household. This verification will be completed in the Pre-Purchase
) Individual Counseling appointment. You do NOT need to bring any income
734/997-1MsU  documentation with you to the classes. However, all adult household members MUST
Fax:7341222-3990  gttend ALL classes in order to be eligible for assistance.
msuextension@ewashtenaw.org
http:// ewashtenaw.org/homeownership ~ Please review the enclosed information regarding the WHEP Program and do not hesitate
to call us if you have any questions.

Michigan State University Extension programs
and materials are open to all without regard to
race, color, national origin, gender, gender i i
identity, religion, age, height, weight, disability, We IOOk forward to WOTklng Wlth you,
political beliefs, sexual orientation, marital status,

family status or veteran status. MSU is an i
affirmative action, equal-opportunity employer. Terry ?]ones Jessica RO'QS ) Lo
Persons with disabiiies may request  EXtension Educator, Customer Service Specialist

accommodations by calling the Extension office . -1 e
24 7319971676, wo weeks pror o e dateof  Children, Youth, Families & Communities
the event to ensure sufficient time to make
arrangements. Requests received later will be
met when nossible.

%:;} Habitat & e Catherine McClary, crro fk}ﬁ\ D '3‘:::* /\!ﬂ%& POWER P 62\\.""""'_'-"—1I e
2 ) B 7 CPF s = INC. al TR AT
. for Humanity ‘;}.?5'{; Washternaw County Treasurer WY E 7 qi’ ‘E PECA EORGANTE - ADRICNTE VoLV NGREACHNG g - / Lee - L ks

TETh Housing Burcau for Seniors



Washtenaw Housing Education Partners

Making the dream of homeownership a reality
www.ewashtenaw.org/homeownership

What Services do the Washtenaw Housing Education Partners Provide?
The Washtenaw Housing Education Partners (WHEP) provide full-circle housing education and counseling to
all current, future and former Washtenaw County residents. We provide community events, individual

counseling, hands-on training and much more. If you have any interest in learning more
about our partnership, please visit our website o www.ewashtenaw.org/homeownership.

7

Post Foreclosure Pre-Purchase
Education & Counseling &
Transition Credit Repair

Delinquency

Prevention & . A i i Financial Literacy
Foreclosure = Education
Counseling

Home
Maintenance Edu. Housing & Down
& Home Repair Payment
Program Assistance

WHEP AGENCY CONTACTS PHONE NUMBER
MSU Extension Terry Jones 734-997-1678
POWER, Inc. Kamala Massey 734-929-6509

Milton Anderson

Huron Valley
Habitat for Humanity
Community Housing Alternatives Rhonda McGill 734-482-3300
Housing Bureau for Seniors

Sarah Teare 734-677-1558

Cheri Nalepa 734-998-9339
Washtenaw County Treasurer’s Heather Mooney
Office Moonson Eninsche 734-222-6600
Wash. Co. Community Jfannlfer Ha'II 734-622-9006
Development Mirada Jenkins
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Washtenaw Housing Education Partners
Making the dream of homeownership a reality

www.ewashtenaw.org/homeownership
How Long Does the WHEP Homebuyer
Education Program Take to Complete?

The WHEP Homebuyer Education Program timeframe can be
very different from one household to another. For some
households, one month is sufficient to move through the
education, receive their release to purchase, begin applying for
assistance and make an offer on a home.

However, for most households, the process takes a minimum of
three to six months—and for some it can take years. Our goal is
to make sure you are prepared for homeownership BEFORE
you purchase—no matter how long it takes.

Below you will find the class schedules for 2011. Please NOTE
that class locations and times change from month to month.

TO REGISTER

Please review the 2011 schedule on the next page of this packet. When selecting the
session you would like to attend, please note that many of these sessions have two or
three parts—it is required that you participate in all parts in order to complete the
program. Additionally, ALL ADULT HOUSEHOLD MEMBERS MUST PARTICIPATE in
all parts of the education and counseling. This includes partners, husband & wife,
grandparents, aunts uncles, friends, adult children, etc. Anyone aged 18 and older
must attend all parts of this program.

You will need to have the names, dates of birth, e-mail addresses and/or mailing
addresses and contact information for all adult household members to register for this
program.

Please call MSU Extension at 734-997-1MSU (-1678) and ask for the
Washtenaw Housing Education Partners (WHEP)

Homebuyer Education Program.




Washtenaw Housing Education Partners
Making the dream of homeownership a reality

www.ewashtenaw.org/homeownership

Washtenaw Housing Education Partners

2011 Program Schedule

Session Date Time Location
#1 January 13" . _ LLRC Bldg. —
(Thursday) 9:00amto4:00 p.m 4135 Washtenaw Ave. Ann Arbor, Ml
nd th Western Washtenaw County
#2 Fe?w:j%ia %9 6:00 p.m to 9:00 p.m. Service Center / MSUE Classroom-—
Y 705 N. Zeeb Rd. Ann Arbor, Ml
th th Western Washtenaw County
#3 Mg,rvignisdf‘ 1)6 6:00 p.m to 9:00 p.m. Service Center / MSUE Classroom-—
Y 705 N. Zeeb Rd. Ann Arbor, Ml
April 21% Western Washtenaw County
#4 (TE]EIrs ) 9:00 a.m. to 4:00 p.m. Service Center / MSUE Classroom—
. 705 N. Zeeb Rd. Ann Arbor, Ml
May 24" & 31% _ _ LLRC Bldg. —
#3 (Tuesday’s) 5:30 p.m. o 8:30 p.m. 4135 Washtenaw Ave. Ann Arbor, Ml
June 6" & 13" _ _ LLRC Bldg. -
#6 (Monday’s) S0l 105200 g 4135 Washtenaw Ave. Ann Arbor, Ml
July 13" . _ LLRC Bldg. -
# (Wednesday) 9:00 p.m. to 4:00 p.m. 4135 Washtenaw Ave. Ann Arbor, Ml
nd th Western Washtenaw County
#8 Au%?fgsga f)‘ 9 6:00 p.m to 9:00 p.m. Service Center / MSUE Classroom-—
y 705 N. Zeeb Rd. Ann Arbor, Ml
Western Washtenaw County
th st
#9 Septe(r\?vl:égzel;(ljay%m 6:00 p.m. to 9:00 p.m. Service Center / MSUE Classroom-—
705 N. Zeeb Rd. Ann Arbor, Ml
October 26 Western Washtenaw County
#10 (\i/gjnig ) 9:00 a.m. to 4:00 p.m. Service Center / MSUE Classroom—
. 705 N. Zeeb Rd. Ann Arbor, Ml
November 14" & 21 . . LLRC Bldg. —
#11 (Monday’s) 5:30 p.m. to 8:30 p.m. 4135 Washtenaw Ave. Ann Arbor, Ml
th th _
#12 December 6™ & 13 5:30 p.m. to 8:30 p.m. LLRC Bldg.

(Tuesday’s)

4135 Washtenaw Ave. Ann Arbor, Ml

***Please see final page of this packet for maps and directions to the locations listed above.
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Washtenaw Housing Education Partners

Making the dream of homeownership a reality
www.ewashtenaw.org/homeownership

DIRECTIONS & MAPS

Washtenaw County Library
Learning Resource Center
(LLRC)

4135 Washtenaw Avenue
Ann Arbor, MI 48108

o From US-23 take Exit 37a
(Ypsilanti) onto Washtenaw Avenue
(East).

« Go through the first intersection
(Hogback/Carpenter) and turn left
into St. Luke’s Church parking lot.

« Pull through to the back of the St.
Luke’s parking lot and turn left into
the Washtenaw County Service
Center; the LLRC is now on your
right.

« From Washtenaw Ave. heading
west, turn right into St. Luke’s
church entrance.

« Pull through to the back of the St.
Luke’s parking lot and turn left into
the Washtenaw County Service
Center; the LLRC is now on your
right.

g’s Church Entrance

BEE ol e

EIEE) -ﬁ|m.|

Washtenaw County
Western County Service
Center (MSUE Classroom)

i . 705 N. Zeeb Road
Western County ~ «f * g 4 Ann Arbor, M1 48103

Scio Township Hall

Service Center

(MSUE . { : « From 1-94 take Exit 169 Zeeb
Classroom) - Road.

. « If coming from the West,
turn left (North) onto Zeeb
Rd.

« If coming from the East,

turn right (North) onto Zeeb

Rd.

Turn left into the Washtenaw

County Western Service

Center (third county building

on right).

« The MSUE Classroom is
downstairs.

g T T

Washtenaw

County Road
Commission

1
= SEZawnnd Ut

ERUQERU D e
[ ]

T
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Comptroller of the Currency
Administrator of National Banks

US Department of the Treasury

Answers for customers of
national banks at
HelpWithMyBank.gov

Consumer Advisory

0CC Consumer Tips for Avoiding
Mortgage Modification Scams and Foreclosure Rescue Scams

Scams that promise to “rescue” you from foreclosure are
popping up at an alarming rate nationwide, and you need
to protect yourself and your home.

If you're falling behind on your mortgage, others may
know it, too — including con artists and scam artists.
They know that people in these situations are vulnerable
and often desperate. Potential victims are easy

to find: mortgage lenders publish notices
before foreclosing on homes. Private firms
frequently compile and sell lists of these
foreclosed properties and distressed
borrowers. After reading these
notices, con artists approach
their targets in person, by
mail, over the telephone, or
by e-mail. They often advertise their
services on television, radio, or the
Web, and in newspapers, describing
themselves as “foreclosure consul-
tants” or “mortgage consultants,”

offering “foreclosure prevention” or
“foreclosure rescue” services. And
they are only too happy to take advantage
of homeowners who want to save

their homes.

If someone offers to negotiate a loan modification for you
or to stop or delay foreclosure for a fee, carefully check
his or her credentials, reputation, and experience, watch
out for warning signs of a scam, and always maintain
personal contact with your lender and mortgage servicer.
Your mortgage lender can help you find real options to
avoid foreclosure. It is important to contact your mort-
gage lender early to preserve all your options. There are
legitimate consumer financial counseling agencies that
can help you work with your lender.

This Consumer Advisory, issued by the Office of the
Comptroller of the Currency (OCC), describes common
scams, suggests ways to protect yourself, provides infor-
mation on U.S. government loan programs and counsel-
ing resources, and lists 10 warning signs of a mortgage
modification scam.

Common Types of Scams

Here are some examples of scams related
to mortgage modification and foreclosure
avoidance.

Foreclosure “rescue” and
refinance fraud. The scam artist
offers to act as an intermediary
between you and your lender
to negotiate a repayment plan
or loan modification and may even
“suarantee” to save your home from
foreclosure. You may be told to make
mortgage payments to the scammer
directly — along with significant, up-
front fees — and be told that the scammer
will forward the payments to your lender. In
reality, the scammer may pocket your money and
leave you in worse shape on your loan. The scam
artist also may tell you to stop making payments or
stop communicating with your lender. Don’t follow
that advice.

Remember that your mortgage lender should be the
starting point for finding options to avoid foreclosure.
You also should consider contacting qualified and
approved credit counselors.

¢ Fake “government” modification programs.
Unscrupulous people may claim to be affiliated with,
or approved by, the government or may ask you
to pay high up-front fees to qualify for government
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mortgage modification programs. While government-
supported mortgage modification and refinancing
initiatives are legitimate,

Alvvays maintain the scam artists’ claims
personal contact are not. Keep in mind

. that you do not have to
with your lender pay to benefit from these

and mor‘tgage government programs.
All you need to do is

Servicer. contact your lender or
loan servicer.

The scam artist’s name or Web site may be very
similar to those of government agencies. The scam
artist may use such terms as “federal,” “TARP,” or
other words or acronyms related to official U.S.
government programs. These tactics are designed
to fool you into thinking the scam artist is somehow
approved by, or affiliated with, the government.

The government is taking actions to stop this fraud,
but you also need to protect yourself. So be wary of
claims offering “government-approved” or “official
government” loan modifications. Your lender will

be able to tell you whether you qualify for any
government initiatives to prevent foreclosure. You do
not have to pay anyone to benefit from them.

Leaseback/rent-to-buy schemes. In this type of scam,
you are asked to transfer the title to your home

to the scammer, who will, supposedly, obtain new
and better financing and/or allow you to remain in
the home as a renter and eventually buy it back. If
you do not comply with the terms of the rent-to-

buy agreement, you will lose your money and face
eviction. The agreement may be very hard to comply
with, because it may require, for instance, high up-
front and monthly payments that you may not be
able to afford. In fact, the scammers may have no
intention of ever selling the home back to you. They
simply want your home and your money.

Remember that transferring your title does not
change your payment obligations — you will still
owe your mortgage debt. The difference will be that
you will no longer own your home. If payments

are not made on the mortgage, your lender has the
right to foreclose, and the foreclosure and any other
problems will appear on your credit report.

¢ Bankruptey scams. You may have heard that filing
bankruptey will stop a foreclosure. This is true
— but only temporarily. Filing bankruptcy brings
an “automatic stay” into effect that stops any
collection and foreclosure while the bankruptey
court administers the case. Eventually, you must
start paying your mortgage lender, or the lender
will be able to foreclose. Bankruptey is rarely, if
ever, a permanent solution to prevent foreclosure.
In addition, bankruptey will negatively impact your
credit score and will remain on your credit report for
10 years.

¢ Debt-elimination schemes. Scammers may claim
to be able to “eliminate” your debt by making
illegitimate legal arguments that you are not obligated
to pay back your mortgage. These scammers will
provide you with inaccurate claims about applicable
laws and finance, such as that “secret laws” can be
used to eliminate debt or that banks do not have
the authority to lend money. Do not stop making
payments on your mortgage based on their claims.

How to Protect Yourself from
Mortgage Modification and Foreclosure
Avoidance Scams

Always proceed with caution when dealing with anyone
offering to help you modify your mortgage or avoid fore-
closure. Remember that you do not need a third party to
work with your lender — any such party should make the
process easier, not harder and more expensive.

¢  Contact your lender or mortgage servicer first.
Speak with someone in the loss mitigation
department for mortgage modification options and
other alternatives to foreclosure.

e Make all mortgage payments directly to your lender
or to the mortgage servicer. Do not trust anyone
to make mortgage

Always proceed payments for you, and
with caution when  do not stop making

your payments.
dealing with anyone
offering to help
you modify your
mortgage or avoid

foreclosure.
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Avoid paying up-front fees. While some legitimate
housing counselors will charge small fees for their
services, do not pay fees to anyone before receiving
any services. Make sure you are dealing with a
legitimate organization.

Know what you are signing. Read and understand
every document you sign. Do not rely on an oral
explanation of a document you are signing —
make sure that you read and understand what the
document actually says. Otherwise, a document
Know what you may obligate you to

terms you don’t want
are signing. Read  or may even convey

and understang ~ oWwnership of your home

every document

to someone else. Never
sign documents with
blank spaces that can
be filled in later. Never
sign a document that

you sign.

contains errors or false statements, even if someone
promises to correct them. If a document is too
complex to understand, seek advice from a lawyer
you trust or a legitimate, trusted financial counselor.

Do not sign over your deed without consulting a
lawyer you select. Foreclosure scams often involve
transfer of ownership of your home to a con artist
or another third party. Never agree to this without
getting the advice of your own lawyer, financial
advisor, credit counselor, or other independent
person you know you can trust. By signing over
your deed, you lose the rights to your home and
any equity built up in the home — and you are still
obligated to pay the mortgage.

Get promises in writing. Oral promises and
agreements relating to your home are usually not
legally binding. Protect your rights with a written
document or contract signed by the person making
the promise. Keep copies of all contracts that

you sign. Again, never sign anything you don’t
understand.

Report suspicious activity to relevant federal
agencies, such as the Federal Trade Commission,
and to your state and local consumer protection
agencies. Reporting con artists and suspicious
schemes helps prevent others from becoming victims.
If your complaint or question involves a national
bank and you cannot resolve it directly with the
bank, contact the OCC’s Customer Assistance Group

by calling (800) 613-6743, by sending an e-mail to
customer.assistance@occ.treas.gov, or by visiting

www.HelpWithMvBank.gov.

Contact a legitimate housing or financial counselor
to help you work through your problems.

— To find a counselor, contact the U.S. Department
of Housing and Urban Development (HUD) at
(800) 569-4287 or (877) 483-1515, or go to
www.hud.gov/offices/hsg/sth/hec/heeprofl4.cfm.

— Call (888) 995-HOPE, the Homeowner’s HOPE
Hotline to reach a nonprofit, HUD-approved
counselor through HOPE NOW, a cooperative
effort of mortgage counselors and lenders to
assist homeowners.

— Visit NeighborWorks America’s Web site at
www.nw.org/network/home.asp.

Visit the following Web sites for further information:

— The OCC’s consumer information site for
banking-related questions:
www.HelpWithMvBank.gov.

— OCC Customer Assistance Group and consumer
assistance site:
www.oce.gov/customer.htm.

— Federal Trade Commission:
www.fte.gov/bep/edu/pubs/consumer/homes/

rea04.shtm.

— Federal Reserve Board:
http:/www.federalreserve.gov/pubs/
foreclosurescamtips/default.htm.

— NeighborWorks America:

WWW.NW.Oorg.

— HOPE NOW:
www.hopenow.com.

Apply for a government-sponsored loan
modification or refinancing. The U.S. government
has developed a major loan modification and
refinancing program to help homeowners find
affordable loans and to save their homes.

— Go to this Web site for information on these
federal mortgage modification and refinancing
programs:
www.makinghomeaffordable.gov.
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Ten Warning Signs of a Mortgage Modification Scam

“Pay us $1,000, and we’ll save your home.”

Some legitimate housing counselors may charge small fees, but fees that amount to thousands of dollars are likely a sign
of potential fraud — especially if they are charged up-front, before the “counselor” has done any work for you. Be wary of
companies that require you to provide a cashier’s check or wire transfer before they take any action on your behalf.

“I guarantee I will save your home - trust me.”

Beware of guarantees that a person or company can stop foreclosure and allow you to remain in your house. Unrealistic promises
are a sign that the person making them will not consider your particular circumstances and is unlikely to provide services that will
actually help you.

“Sign over your home, and we’ll let you stay in it.”

Be very suspicious if someone offers to pay your mortgage and rent your home back to you in exchange for transferring title to
your home. Signing over the deed to another person gives that person the power to evict you, raise your rent, or sell the house.
Although you will no longer own your home, you still will be legally responsible for paying the mortgage on it.

“Stop paying your mortgage.”
Do not trust anyone who tells you to stop making payments to your lender and servicer, even if that person says it will be done for
you.

“If your lender calls, don’t talk to them.”

Your lender should be your first point of contact for negotiating a repayment plan, modification, or short sale. It is vital to your
interests to stay in close communication with your lender and servicer, so they understand your circumstances.

“Your lender never had the legal authority to make a loan.”

Do not listen to anyone who claims that “secret laws” or “secret information” will be used to eliminate your debt and have your
mortgage contract declared invalid. These scammers use sham legal arguments to claim that you are not obligated to pay your
mortgage. These arguments don’t work.

“Just sign this now; we’ll fill in the blanks later.”

Take the time to read and understand anything you sign. Never let anyone else fill out paperwork for you. Don’t let anyone
pressure you into signing anything that you don’t agree with or understand.

“Call 1-800-Fed-Loan.”

This may be a scam. Some companies trick borrowers into believing that they are affiliated with or are approved by the
government or tell you that you must pay them high fees to qualify for government loan modification programs. Keep in mind that
you do not have to pay to participate in legitimate government programs. All you need to do is contact your lender to find out if
you qualify.

“File for bankruptcy and keep your home.”

Filing bankruptcy only temporarily stops foreclosure. If your mortgage payments are not made, the bankruptcy court will
eventually allow your lender to foreclose on your home. Be aware that some scammers will file bankruptcy in your name, without
your knowledge, to temporarily stop foreclosure and make it seem as though they have negotiated a new payment agreement
with your lender.

10

“Why haven’t you replied to our offer? Do you want to live on the streets?”

High-pressure tactics signal trouble. If someone continually contacts you and pressures you to work with them to stop foreclosure,
do not work with that person. Legitimate housing counselors do not conduct business that way.
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Administrator of National Banks

< Comptroller of the Currency Answers for customers of

St e national banks at
US Department of the Treasury HeIpWith MyBank.gov

Consumer Advisory

Reverse Mortgages: Are They for You?

If you are 62 or older, or about to reach that balance, so even if you do not receive any further
milestone, you may find yourself considering a payments from your lender, the loan balance
reverse mortgage to add to your retirement income continues to increase.

or meet health care or other financial needs. .
Who can obtain a reverse mortgage? Generally,

This Consumer Advisory, issued by the Office of to obtain a reverse mortgage, you must be a
the Comptroller of the Currency, is designed to homeowner at least 62 years old, must use the
help you better understand home as your primary residence, and must have
reverse mortgages. either no current mortgage or a mortgage balance
Reverse mortgages low enough that you can pay it
are complex off with funds from the reverse
loans and are mortgage.
secured
b Are there different types
y your
h of reverse mortgages? Yes.
ome.
It is And the differences can be
important important. For example,

most reverse mortgages
to understand 538

. are made under a
the terms, risks,

and costs before you Federal Housing

: Administration
sign a reverse mortgage
contract. Make sure to (FHA)
consider alternatives to program.
These
reverse mortgages.
loans

. b (called Home
Basics about Equity Conversion

Reverse Mortgages Mortgages or HECMs)

. have government
What is a reverse mortgage? A reverse mortgage )
. insurance that protects
is a loan secured by your home that lets you )
) ) not just the lender, but also
receive payments from the lender—either over L
. the borrower. If the lender becomes unwilling or
time or all at once—based on the value of your
) ) unable to make payments due to the borrower,
home at the time of the loan. As you receive .
the government steps in to make them. Other
payments, these amounts are added to your loan .
. . reverse mortgages do not have this guarantee.

balance. Interest is charged on the outstanding
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How much can I borrow? That depends on
many factors, including your age, the value of
your home, and applicable interest rates at the
time you obtain the loan and over the course of
the loan. Generally, the amount of your loan will
be larger the older you are, the more valuable
your home is, and the
lower that applicable
interest rates are.

How do I get my
payments? Reverse
mortgages can be very
flexible about this.
Depending on the type

of loan you get, you can
take out the funds in
fixed monthly payments
that last either for a set
period of time or for as
long as you stay in the
home, as a line of credit
that permits you to take
out funds as you see fit,
in a single lump sum

(or a single draw on a
line of credit), or in some
combination of these options.

Costs and Benefits of
Reverse Mortgages

How much will it cost? Like many home

loans, reverse mortgages have both interest and
fees charged over the life of the loan and up-
front costs due at closing. These up-front costs
generally can be “financed”—not paid out-of-
pocket at closing but added to your loan balance
instead. Reverse mortgages may have relatively
low interest rates, but they can still be expensive
compared with other home loans in other
respects, primarily because of mortgage insurance
premiums and other up-front costs. The interest
rate on a reverse mortgage may be variable,
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increasing or decreasing with the “prime rate” or
some other measure of market rates.

How do I repay the loan? In a reverse mortgage,
you do not make monthly payments of principal
and interest to the lender. Instead, interest and
fees are added to your loan balance. Unless you
make “escrow” payments
to your lender, however,
you are still responsible
for paying property taxes
and insurance when
they are due.

When do I have

to repay the loan?
Generally, you do not
need to make any
payments until you stop
using the home as your
primary residence—for
example, when you sell
the home, no longer
live in the home, or
pass away. The loan
then becomes due.
Your obligation to the
lender will be limited to the lesser of the amount
due or the value of the home at the time, unless
you or your heirs want to keep the home. To
keep the home, you or your heirs would need to
pay the full amount you have received, plus all
accumulated interest and fees.

Can I lose my home before I’m ready to
move? Yes, under limited circumstances. With
a reverse mortgage, you keep title to your
home, but you remain responsible for property
taxes, insurance, and home repairs. If you fail
to pay taxes and insurance or fail to maintain
the home, the mortgage may become due and
payable, and you could lose your home through
foreclosure. Of course, if your lender requires a
monthly “escrow” payment for property taxes and
insurance, that risk can be reduced.
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Rules of Thumb

Keep other options in mind. Other loan
products, such as standard mortgages and home
equity lines of credit, may make more sense for
you, depending on your financial situation and
needs. Other financial options—from drawing
on retirement plans to selling the home—should

important to have a realistic understanding of not
just your life expectancy but also how long you
can afford the expenses related to your home—
including utilities, property taxes, insurance,
maintenance and repairs, and condo fees—and
how long you are physically able to keep living

also be considered. In addition, your community
may offer home repair or other services to assist
you, and you may be eligible for public benefits.
Financial advisors or housing counselors can help
you find other financial options or community or
government programs that may meet your needs.

A reverse mortgage usually makes more

sense the longer you are planning to stay in
the home. This is because the high up-front
costs make the first years of the loan relatively
expensive. For example, a borrower who uses a
reverse mortgage for only a couple years can have
an annual loan cost several times greater than

a similar borrower using the reverse mortgage

for a decade or more. For this reason, it is very
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Steer clear of anyone
trying to sell you
other products—like
annuities along with
a reverse mortgage.

there. In considering these factors, you should
bear in mind that the average HECM borrower
remains in the home for only six years after
obtaining the reverse mortgage.

Be wary of anyone trying to sell you other
products along with a reverse mortgage.
Because a reverse mortgage can give you access to
a large amount of funds, it can make you a target
for aggressive sales pitches for expensive and
inappropriate products or services. You should
generally steer clear of anyone trying to sell you
other products—such as annuities, long-term care
insurance, investment programs, or home repair
services—along with a reverse mortgage.
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Get More Information

Get a Housing Counselor. A reverse mortgage is a complex loan secured by your
home. Whether such mortgages make sense for you depends on your financial situation

and needs. For these reasons, we strongly recommend that you consult with a qualified,
independent housing counselor in a face-to-face counseling session before making this
decision. Housing counselors can help you learn about reverse mortgages, identify and
evaluate the available alternatives, and understand the potential consequences of reverse
mortgages, including the impact on your taxes, benefits, and heirs.

¢ Find housing counselors at the U.S. Department of Housing and Urban Development
Web site at www.hud.gov/offices/hsg/sth/hecm/hecmlist.cfm. Or call 1-800-569-4287 or
1-877-483-1515.

¢ Visit NeighborWorks America’s Web site at www.nw.org/network/home.asp.

Where to Find More Information.

e AARP Foundation, Reverse Mortgage Education Project
wWww.aarp.org/revmort

1-800-209-8085

e U.S. Department of Housing and Urban Development
www.hud.gov/offices/hsg/sth/hecm/hecmhome.cfm
1-800-CALL-FHA (1-800-225-5342)

e National Association of Reverse Mortgage Lenders
www.reversemortgage.org/Home/tabid/63/Default.aspx

e National Council on Aging (information
about government assistance programs and
other alternatives to reverse mortgages)
www.benefitscheckup.org
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110 North Fourth Avenue, Suite 300

Housing Rehabilitation Program
Office of Community Development
P.O. Box 8645

County Annex Building

Ann Arbor, M| 48107

The Office of Community Development

Housing Rehabilitation Program

Leaky roof?
Energy bills too high?
Plumbing in need of repair?
Unable to pay for home repairs?

Inside is information on how you might qualify for
housing rehabilitation assistance offered by the
Office of Community Development.

The Office of Community Development
110 North Fourth, Suite 300
Ann Arbor, M| 48104
Phone (734) 622-94575
Fax (734) 622-9022



| The Office of Community Development

The Office of Community Development has
developed a housing rehabilitation program
that enables eligible homeowners in participat-
ing communities to maintain the quality of
their housing and create a positive effect in the
surrounding neighborhood.

\\'—_' - We DO?

We assist homeowners by lowering energy bills,
correcting heath and safety hazards as well as
code violations, and making other repairs.
Eligible improvements include:

Replacing windows and doors
Repairing or replacing leaking roofs
Repairing defective plumbing
Installing smoke detectors
Installing new steps

Weather stripping

Replacement of hot water tanks, furnaces
Electrical repairs

Accessibility Improvements

New gutters and downspouts

Attic insulation, caulking
Foundation repairs

® & & 6 O 6 O O 6 O O o o

Environmental- lead/mold correction

Housing Rehabilitation Program
o ——

If you are elderly or disabled, we can also assist you
by installing accessibility ramps, grab bars and other
barrier-free improvements that will make it easier for
you to get around in your home.

All work required in your home is completed by an
approved, licensed contractor. Staff from the Office of
Community Development will monitor the work to
ensure that it is done correctly and within the
program guidelines.

3 iy

How do I'Quality

To qualify, you must be an owner-occupant of a home
located in the City of Ann Arbor, City of Ypsilanti,
Ypsilanti Township, Salem Township, Bridgewater
Township, Superior Township, Northfield Township,
Scio Township, York Township, Pittsfield Township,
and Ann Arbor Township. Your property taxes and
mortgage payments must be current and your house-
hold income must be within prescribed limits, based
upon your family size. Grants and low interest,
deferred payment loans are available depending on
your income and individual needs.

Interested? Detach and complete the form to the
right and mail it or call us at (734) 622-9025. We will
contact you when we receive your completed
pre-application.

Jurisdiction

Fill out this form and mail it today!
Housing Rehabilitation Pre-Application

Today’s Date

Family Size:

Name:

Zip Code

City

Address:

Work phone

Home phone:

Is this a mobile/manufactured home?

Have you received previous assistance through our program?

Are you 62 or older?

Yes O No [

Yes O No [

Yes O No [

How long have you owned and lived in the home as your primary residence?

Applicant:

What is your Gross Annual Income?
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Spouse
Other

Total Annual Income :
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