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August 31, 2012 
 
Monica Jackson 
Office of the Executive Secretary 
Consumer Financial Protection Bureau 
1700 G Street NW 
Washington, DC 20552 
 
Re: Response to Docket No. CFPB-2012-0026 
 
 
National Reverse Mortgage Lenders Association (hereinafter referred to as 
“NRMLA”) is pleased to submit this response to the Consumer Financial Protection 
Bureau’s Notice and Request for Information [Docket No. CFPB-2012-0026], as 
published in the Federal Register on July 2, 2012. That Notice sought detailed 
information from the public on: 

1. Factors that influence reverse mortgage customers’ decision-making; 
2. Consumers’ use of reverse mortgage loan proceeds; 
3. Longer-term consumer outcomes of a decision to obtain a reverse mortgage;  
4. Differences in market dynamics and business practices among the broker, 

correspondent, and retail channels for reverse mortgages. 
 
Background 
 
Section 1076 of the Dodd-Frank Wall Street Reform and Consumer Protection Act, 
commonly referred to as the “Dodd-Frank Act,” required the Consumer Financial 
Protection Bureau (hereinafter referred to as “CFPB”) to conduct a study of reverse 
mortgage transactions. 
 
Specifically, the text on Page 700 of the Act states:  

SEC. 1076. REVERSE MORTGAGE STUDY AND REGULATIONS. 

(a) STUDY.—Not later than 1 year after the designated transfer date, the 

Bureau shall conduct a study on reverse mortgage transactions. 

(b) REGULATIONS.— 

  (1) IN GENERAL.—If the Bureau determines through the study 

required under subsection (a) that conditions or limitations on reverse 

mortgage transactions are necessary or appropriate for accomplishing the 

purposes and objectives of this title, including protecting borrowers with 
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respect to the obtaining of reverse mortgage loans for the purpose of 

funding investments, annuities, and other investment products and the 

suitability of a borrower in obtaining a reverse mortgage for such purpose. 

(2) IDENTIFIED PRACTICES AND INTEGRATED DISCLOSURES.— 

The regulations prescribed under paragraph (1) may, as the Bureau may so 

determine— 

(A) Identify any practice as unfair, deceptive, or abusive in 

connection with a reverse mortgage transaction; and  

(B) provide for an integrated disclosure standard and model 

disclosures for reverse mortgage transactions, consistent with section 

4302(d), that combines the relevant disclosures required under the Truth in 

Lending Act (15 U.S.C. 1601 et seq.) and the Real Estate Settlement 

Procedures Act, with the disclosures required to be provided to consumers 

for Home Equity Conversion Mortgages under section 255 of the National 

Housing Act. 

  (c) RULE OF CONSTRUCTION.—This section shall not be construed as 

limiting the authority of the Bureau to issue regulations, orders, or guidance 

that apply to reverse mortgages prior to the completion of the study 

required under subsection (a). 

The CFPB published this study in a June 28, 2012 Report to Congress (hereinafter 
referred to as the “CFPB Report.”) The CFPB Report includes 147 pages of narrative 
covering many aspects of the reverse mortgage business; four appendices covering: 

 The Proprietary Market (as opposed to the FHA-insured reverse mortgage 
market) - 5 pages; 

 Disclosure Forms (including currently required and proposed forms) – 17 
pages; 

 Methodology – 2 pages; 
 Reverse Mortgage Consumer Guide (a new document developed by the 

CFPB) – 5 pages. 
 
The CFPB Report concludes with 49 pages of “Notes,” detailing sources interviewed 
laws, regulations reports and testimony cited, etc. 
 
The CFPB Report is a thoughtfully organized, well-written document that provides a 
useful historical summary of legislative and regulatory developments impacting 
reverse mortgages, a technical description of reverse mortgage products, market 
statistics and discernible trends, and a historical discussion of secondary market 
developments and borrower demographics. 
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However, the CFPB Report, in our opinion has a few serious deficiencies. First and 
foremost is a lack of any outreach whatsoever to older Americans who have utilized 
reverse mortgages and can report first-hand on the impact such loans have had on 
their living circumstances and personal household finances. In lieu of talking to 
actual reverse mortgage clients, the CFPB spoke to five external consumer 
advocates, some of whom appear not to have had direct contact with a significant 
sampling of reverse mortgage borrowers themselves. 
 
Considering that conducting this study spanned nearly a year in duration, a 
somewhat limited number of sources were interviewed, including, according to the 
appendix on Methodology, staff at FHA and GNMA, former employees of Fannie Mae, 
five external consumer advocates, representatives from fifteen companies (of over 
1,858 that participated in the reverse mortgage business as of June 2012), and six 
HECM counselors (of the 619 exam-qualified counselors currently on HUD’s roster.) 
 
The CFPB Report appears to rely heavily upon informal sources and prior reports, 
many of which were developed from personal conjecture, anecdotes, and 
unsubstantiated opinion, rather than from factual evidence and data. In fact, an 
author of one widely disseminated report, Norma Garcia, a Senior Attorney at 
Consumers Union, when asked recently by a columnist for Reverse Mortgage 
magazine (September/October 2012 issue) about what evidence there was for some 
of the assertions in CU’s published reports and public comments, replied that 
absence of evidence is not a big deal. Garcia says the fuss over evidence before 
making new rules is a “red herring,” a distraction from dealing with issues that need 
fixing in the industry. Odette Williamson, staff attorney at the National Consumer 
Law Center, another vocal critic of the reverse mortgage industry, was similarly 
forthright in admitting, “There is no data.”   

Despite the limited amount of original research to collect actual evidence of issues in 
the reverse mortgage market, the CFPB Report does proffer some “Key Findings,” 
that are outlined upfront in the report’s Executive Summary and again in its 
Conclusions. 
 
NRMLA believes that while the concerns raised are worthy of further discussion and 
analysis, some of the “Findings” are purely speculative statements or 
unsubstantiated opinions, not necessarily supported by any evidence or data 
documented in the report. Furthermore, some of the “Findings” contradict the 
growing body of work by academic researchers and financial planning experts who 
have been analyzing and studying how reverse mortgages might be beneficially 
utilized at various stages of retirement. 
 
 The “Key Findings” as articulated in the report’s Executive Summary include: 
 

1.) Reverse mortgages are complex products and difficult for consumers to 
understand. 
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2.) Reverse mortgage borrowers are using the loans in different ways than in the 
past, which increase risk to consumers. 

3.) Product features, market dynamics and industry practices also create risks 
for consumers. 

4.) Counseling, while designed to help consumers understand the risks 
associated with reverse mortgages, needs improvement in order to be able to 
meet these challenges. 

5.)  Some risks to consumers have been adequately addressed by regulation, but 
remain a matter for supervision and enforcement, while other risks still 
require regulatory attention. 

 
Each of these is further amplified in the Executive Summary by a few bullet points. A 
further discussion of the “Key Findings” will be submitted to the CFPB in a separate 
document from this response to the Request for Information. 
  
Perhaps recognizing that the work done to date fails to provide any evidence-based 
assessment of the issues raised, the CFPB has continued the process, electing to post 
a Request for Information in the Federal Register, posing a series of questions and 
seeking input from the public at large in answering them. 
 
New Borrower Research 
 
To respond to the Request for Information and obtain evidence-based answers that 
reflect the real-life experience of actual reverse mortgage borrowers, NRMLA 
retained ORC International (formerly known as Opinion Research Corporation), one 
of the oldest, most established consumer research and polling firms in the U.S. and 
abroad, to conduct a research project on our behalf. 

The objective of this research was to collect information on the customer experience 
of reverse mortgage borrowers.  To be able meet the timetable set by the CFPB’s 
Request for Information and carry out the project within NRMLA’s budgetary 
constraints, the research team decided that the sampling frame would be all non-
paid reverse mortgage accounts that were not in a due and payable status.  ORC 
International advised NRMLA that a response from 500 non-paid, non-due and 
payable borrowers would be a statistically significant sampling of the target 
population.  ORC International also indicated that we should anticipate a 10 per cent 
“willingness to participate” rate, which would require a population of 5,000 non-
paid, non-due and payable HECM borrowers to be surveyed. 

Accordingly, NRMLA members that are servicers or sub-servicers were asked to 
provide a random selection of a predetermined number of HECM borrowers for the 
survey. Through well-established and widely recognized and validated sampling 
processes, a representative random sampling of non-paid, non- due and payable 
HECM borrowers was selected by ORC International.     
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ORC International worked with NRMLA staff to develop a survey instrument and 
interview script, and during the first two weeks of August, 2012, 501 interviews 
were conducted via telephone by ORC International staff, each call lasting 
approximately fourteen minutes. 

Further detailed information about the ORC International survey and methodology 
can be provided.  In short, however, it is a professionally organized and executed 
consumer research study completed by an independent, well-established, highly-
regarded third party in accordance with applicable and well-honed methods for 
completing and delivering validated and reliable survey results.  The results are 
summarized below as part of the answers we are submitting to the questions posed 
in the CFPB Request for Information. 
 
Following are the questions raised by the CFPB and NRMLA’s responses: 
 
Factors influencing consumer decisions 
 
CFPB RFI Question #1.) What factors are most important to consumers in deciding 
whether to get a reverse mortgage? 
 
In our poll, we asked a few questions pertinent to this topic. We asked interviewees: 

 How did you first hear about a reverse mortgage?  
 Once you heard about reverse mortgages, what steps were taken to get more 

information? 
 If a first step was to talk to a counselor, was that done by telephone or face-

to-face? 
 Who did you consult with in obtaining your reverse mortgage? 

 
Forty-seven per cent (47%) of our respondents said they first heard about reverse 
mortgages from a television commercial or news report; 28% from a family 
member, knowledgeable friend, accountant, attorney or financial planner; 8% from 
a newspaper or magazine article or advertisement; 4% from a direct mail piece; 8% 
other, 5% did not recall or respond to this question. 
 
Of those respondents they spoke with who indicated they first talked to a reverse 
mortgage counselor, 64% reported that this was done via a telephone session, while 
56% reported that they met with a counselor face-to-face. Presumably, the overlap 
includes borrowers who both met with a counselor face-to-face and then had 
follow-up contact via telephone. 
 
In regard to whom borrowers turned to for advice and guidance in seeking their 
reverse mortgages, 87% reported that they consulted with someone they 
considered to be knowledgeable, indicating a common theme of seeking other 
(presumably informed) opinions and guidance. We asked respondents to identify 
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whom they consulted with.  Borrowers were asked if they consulted with any of the 
following and could submit multiple responses if applicable: 

Reverse mortgage counselor – 63% yes*  
Family member – 33% yes 
Knowledgeable friend – 29% yes 
Financial planner or advisor -25% yes 
Attorney, accountant or other trusted advisor – 21% yes 
Local bank officer – 20% yes 
Loan officer – 25% yes 
Did not consult with anyone – 12% 
 
* All borrowers went through counseling at some point. This figure 
represents those who indicated that they consulted with a counselor early on 
in their decision-making process. Others attended counseling later on in the 
process, as a program requirement, after having decided they were 
interested in pursuing the loan. 

 
CFPB RFI Question #2.) What factors are most important to consumers in choosing 
among products? 
(Note; Throughout the balance of this response, loans referred to were issued 
during three time periods; pre-2007, between 2007 and October 2010 when the 
HECM Saver was implemented, and post October 2010.  We will periodically refer to 
these periods.) 
 
While we did not ask this question exactly, we did inquire whether or not fixed-rate 
and adjustable-rate HECM options were both presented by their lender. Overall, 
including the entire universe of our respondents, 69% of borrowers reported that 
they were offered both options; 17% reported they were not; 14% did not know or 
did not answer. For more recent borrowers, on loans made after October, 2010, 
81% reported that they were offered both options and the number who reported 
they were not, dropped to 9%, with 10% not knowing or not answering. 
 
Among those who consulted with a loan officer, we also asked, did you discuss both 
fixed-rate and adjustable-rate options.  78% reported that they did; 16% did not and 
6% did not answer. 
 
Among those who consulted with a reverse mortgage counselor, respondents were 
asked if they discussed the differences between the fixed-rate and adjustable rate 
options. Overall, 67% reported that they did; 25% did not; 9% did not answer. For 
loans originated prior to October 2010, 59% said they discussed both options with 
the counselor; for loans after October 2010, 76% reported discussing both options 
with the counselor. Those who did not discuss both options dropped from 32% 
prior to October 2010 to 15% on loans originated after that date. 
 
CFPB RFI Question #3.) What factors are most important to consumers in choosing 
among potential lenders? 
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Respondents were asked if they met with their lender in person, or handled all 
arrangements for the loan via telephone, mail and/or internet. Sixty-eight percent 
(68%) reported meeting in-person; 30% handled the loan via telephone and or 
internet. Over time, this ratio has changed slightly, with 61% of borrowers after 
October 2010 meeting with their lender face-to-face. 
 
When asked how did you choose your lender, respondents provided the following 
information: 

 56% said the lender was willing to meet with them at their home 
 39% talked to a few lenders and chose the one they preferred 
 37% said the lender was conveniently located near them 
 32% said they were referred by someone they knew 
 31% were referred by a professional advisor 
 30% replied to an ad. 

As before, and also, below, some based their choices or responses on more 
than one of the listed options, and so these percentages add up to more than 
100%.   

 
Interestingly, prior to October 2010, only 31% reported talking to a few lenders 
before choosing one; for loans made after October 2010, the number of borrowers 
talking to multiple lenders grew to 52%, indicating a greater degree of shopping by 
consumers in a more competitive market. 
 
We also asked why did you choose to work with your specific lender. 

 81% said they had good customer service and explained things well 
 48% said the lender was highly recommended by a trusted source 
 47% said the lender offered the lowest rate 
 47% said the lender offered the most options 
 46% said the lender offered the lowest fees 

 
There was also clear movement between earlier borrowers and later borrowers 
(pre- and post-October 2010) in the percentage of respondents who reported that 
their lender offered the lowest rates (41% to 57%), the most options (44% to 51%) 
and the lowest fees (40% to 54%), illustrating an increasingly competitive market 
with more choices and options available to consumers. 
 
When asked if they know which type of company they obtained the loan from, the 
responses were (a.) direct reverse mortgage lender - 29%; (b.) bank - 14%; (c.) 
Broker – 10%; (d.) mortgage banker – 7%; (e.) credit union – 1%; (f.) other – 6%; 
(g.) don’t know/refused – 33%. 
 
Finally, in this area, we asked if the borrower reviewed the disclosure documents 
before the closing. Eighty-six per cent (86%) reported that they did, with further 
detail as follows: 
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 55% reviewed with a reverse mortgage counselor 
 32% reviewed with a family member 
 24% reviewed with a knowledgeable friend 
 20% reviewed with an attorney, accountant or other trusted professional 
 18% reviewed with a financial planner or advisor 
 23% reviewed with a loan officer 
 50% reviewed with a lender representative at closing 
 2% reviewed with “other” 
 11% did not review disclosure documents before closing 
 3% did not know or refused to answer 

 
All in all, it appears from our data collection that consumers are increasingly seeking 
advice from knowledgeable parties whom they trust, shopping more vigorously, 
making more informed decisions on lender and product selection, consulting more 
often with counselors and reviewing documents before closing, often with multiple 
parties, all positive trends. 
 
Consumer use of reverse mortgage proceeds 
 
CFPB RFI Question #4.) Nearly 75% of recent reverse mortgage consumers took 
out all of their available funds upfront in a lump sum. 

a. What do consumers do with these funds? 
b. Where do consumers place loan money that they do not use immediately? 
 

We answer these questions with industry data provided to us by Reverse Market 
Insight (RMI), an independent, well-regarded firm that collects and analyzes reverse 
mortgage data on an industry-wide basis, as well as with results from the research 
done by ORC International. 
 
On NRMLA’s behalf, RMI examined a universe of 52,078 loans originated from 2006 
thru 2011, by six major lenders, including loans originated through both retail and 
wholesale channels. Specifically, we looked at “Principal Limit Usage,” which is the 
amount of “initial principal limit,” or the actual amount of loan proceeds available 
from the HECM, drawn down at closing to pay-off debts as required by the HECM 
program and secured by the home. 
 
While the actual percentage varied from year-to-year, ranging from a low of 
approximately 83% in 2011 to a high of slightly over 90% in 2009,, on average, just 
under 88% of all loans examined had a “significant” Principal Limit Usage, meaning 
that they had debts secured by the home that had to be paid out of loan proceeds at 
closing, as a condition of getting their HECM loans. On average, borrowers who had 
debts secured by the home required 52.7% of initial principal limit to pay-off those 
debts. 
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In the ORC International survey we asked consumers both what were the initial uses 
to which they thought they might put their reverse mortgage proceeds, as well as, 
and regardless of what they initially intended, what they actually used the reverse 
mortgage funds for.  
 
As far as initial uses, respondents reported that they wanted to: 
 

 pay-off mortgages or other debts -59% 
 create a stand-by cash reserve – 53% 
 supplement monthly income – 49% 
 home modification, upgrade or repairs - 33% 
 cover health care expenses - 24% 
 provide financial assistance to a family member – 14% 
 purchase long-term care insurance or an annuity – 7% 
 other – 3% 

 
As far as actual uses, respondents reported: 
 

 pay-off mortgages or other debts -53% 
 create a stand-by cash reserve – 49% 
 supplement monthly income – 43% 
 home modification, upgrade or repairs – 41% 
 cover health care expenses – 22% 
 provide financial assistance to a family member – 14% 
 purchase long-term care insurance or an annuity – 5% 
 other – 4% 

 
A higher percentage of “lump sum” borrowers (60% vs. 53% for all borrowers) 
paid-off a mortgage or other debts. Lump sum borrowers also more frequently used 
their HECM proceeds for home modifications, repairs or upgrades (45% vs. 41% for 
all borrowers), to cover health care expenses (24% vs. 22%), and help a family 
member (18% vs. 14%). 
 
All borrowers who indicated they received their reverse mortgage proceeds in a 
lump sum were asked where they have placed any unused funds.   
 

 68% responded that they have not yet used all the funds 
 38% have remaining funds in a checking account 
 36% in a savings account or money market fund 
 11% purchased a Certificate of Deposit 
 5% invested in stocks or bonds 

 
It is apparent to us, based on the survey results, as well as anecdotal evidence from 
our members who often have ongoing contact with their clients, that, by and large, 
HECM borrowers utilize their funds judiciously and purposefully, and are fairly 



[NRMLA RESPONSE TO DOCKET #CFPB 2012-0026 ] August 31, 2012 

  

10 
 

conservative with where they “park” any unused funds. On the one hand, they might 
experience a “negative arbitrage” on funds they are holding. On the other hand, they 
are rarely putting those funds at risk. 
 
CFPB RFI Question #5.) Some reverse mortgage consumers use reverse mortgage 
loan funds to refinance a traditional mortgage or home equity loan/line of credit.  

a. What proportion of consumers are using reverse mortgage loan funds to 
refinance a traditional mortgage or home equity loan/line of credit? 
b. What proportion of the loan funds are typically spent on paying off an existing 
mortgage? 
c. Do consumers using a reverse mortgage to refinance an existing mortgage 
typically consider other options first (e.g. moving to a different home or a 
traditional refinancing)? If not, why not? If so, what factors lead them to choose a 
reverse mortgage instead?  

 
Addressing Question 5, Part C: A previous borrower’s survey conducted by AARP 
and MetLife Mature Market Institute, as well as consumer research done by Marttila 
Strategies on behalf of NRMLA, indicated an overwhelming interest in remaining in 
their current homes.  In this survey, when asked if it is your plan to sell your home 
when the housing market recovers, 81% indicated that they hope to stay in their 
home as long as they possibly can. Only 4% indicated that they thing they will move 
in the next few years; 15% didn’t know. 
 
While some critics of reverse mortgages may suggest homeowners should sell and 
move, that raises the question of whether any suitable housing options are available 
within their locale and affordability. Even when downsizing to a smaller home, 
newer homes often cost more than the existing home. Add on the costs (and 
inconveniences) of preparing a home for sale, packing, moving, paying realtor 
commissions, transfer taxes, etc. and that option becomes less palatable. If no 
appropriate housing option exists within the local community, it might mean 
relocating away from friends, doctors, house of worship, service providers, etc. 
Furthermore, if the home to be purchased is not a new home, unforeseen 
maintenance issues might arise. In short, the home you know has a lot of intrinsic 
qualities and benefits that you might not be able to replicate in a move. 
 
A traditional refinancing might be an option for those homeowners with sufficient 
income and resources to make a monthly mortgage payment, but for many seniors 
that is not a viable option. In fact, many reverse mortgage borrowers had already 
gone that route, but found that they could not pay the monthly mortgage payment 
and cover living expenses, potentially facing a default and foreclosure. 
 
When asked if you considered any of several options identified before using a 
reverse mortgage to pay off your existing mortgage or home equity loan, the 
majority of borrowers (63%) replied no. Of the 37% who replied they did explore 
other options, here’s what they reported they considered: 
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 Cash in other retirement assets to supplement income – 14% 
 Refinance to a new forward mortgage to lower interest rate or reduce 

monthly payments – 14% 
 Sell and move to a less expensive home – 14% 
 Move in with a family member – 3% 
 Borrow from a family member – 3% 

 
Respondents who indicated that they intended to utilize the reverse mortgage funds 
to pay-off a mortgage and/or home equity loan were asked their best guess as to the 
pay-off amount. 

 26% had mortgage debt of $40,000 or less 
 32% had mortgage debt greater than $40,000 and less than $100,000 
 14% had mortgage debt greater than $100,000 and less than $300,000 
 8% had mortgage debt greater than $300,000 
 Median mortgage debt was $60,000 

 
We also asked respondents who said they actually utilized funds to pay off an 
existing mortgage and/or home equity loan, about how much of the funds available 
were used for that purpose.  
 

 51% reported most or all of the funds 
 15% reported about half the funds 
 10% reported about a quarter of the funds 
 10% reported a small percentage of the funds or less than 10% 
 the rest did not know or refused to answer 

 
It should also be noted that in addition to mortgage debt, many of these same 
borrowers reported a significant level of non-housing debt, as well. Accordingly, to 
fully understand the financial predicament of many borrowers seeking a reverse 
mortgage, one must look at the information provided in the answer to this question, 
along with the information provided in answering the Bureau’s question on non-
housing debt (#6).  
 
Finally, related to Question 5., we asked those borrowers who reported utilizing 
reverse mortgage proceeds to pay off their home-secured debt, if they had not done 
so, could they have afforded to continue living in the home and making their 
mortgage payments. 52% replied that they could; 43% felt that they could not; 5% 
didn’t know or refused to answer. 
 
CFPB RFI Question #6.) Some reverse mortgage consumers use reverse mortgage 
loan funds to consolidate non-housing debts. 

a. What proportion of borrowers use reverse mortgage loan funds to 
consolidate non-housing debts? 
b. What proportion of loan funds are typically spent on consolidating non-
housing debts? 
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c. What types of non-housing debts are typically consolidated (e.g. credit 
card, auto, medical-related debt etc.)? 
 

We raised these questions in a format similar to that utilized for the housing-
secured debt. Of those who reported that they intended to utilize HECM loan 
proceeds to retire debt other than a mortgage or home equity loan, we learned that: 
 

 33% had debt  of  $20,000 and under 
 16% had debt over $20,000 to $50,000 
 18% had debt over $50,000 
 33% refused to answer 

 
The source of those debts was not identified. Anecdotal information from lenders 
indicated a large percentage of non-housing related debt is from credit card balance 
and medical expenses.  
 
As far as the percentage of reverse mortgage funds used to retire non-mortgage 
debt, of those who actually used reverse mortgage funds in this way: 

 32% reported most or all of the funds 
 13% reported about half the funds 
 17% reported about a quarter of the funds 
 26% reported a small percentage of the funds or less than 10% 
 12% did not know or refused to answer 

 
Once again, it should be pointed out the reverse mortgage borrowers who had non-
housing debt to be paid off, also typically had an existing mortgage or home equity 
loan to be paid off, as well.  
 
Longer-term outcomes for reverse mortgage borrowers 
 
CFPB RFI Question #7.) Consumers typically pay off their reverse mortgage loans 
earlier than would be expected based on underlying mortality rates.  

a. Why do consumers typically pay off their reverse mortgage loans early? 
b. Do consumers anticipate being able to pay off a reverse mortgage at a 
specific time (e.g. upon receiving a pension or retirement benefit) when 
taking the reverse mortgage loan? 
c. Do consumers who pay off the loans early typically feel that the loan was a 
good choice? Are there things they wish they had done differently? 
 

Stating that borrowers typically pay off their loans earlier than would be expected is a 
misunderstanding of why and how reverse mortgages have been utilized 
historically. For many years, terminations due to mobility events (moving out of a 
home) have been equal to or greater than terminations due to mortality events 
(death). There are many reasons for this. 
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As homeowners reach their latest years, many want to be closer to their families. 
Others find that they no longer have the wherewithal, either physically, mentally or 
financially, to sustain themselves in a home alone. Widows or widowers find that 
the isolation of living alone is difficult. The loss of that second Social Security income 
when a spouse dies requires a re-thinking of personal finances and living 
arrangements. 
 
Among younger borrowers, the reverse mortgage is an interim measure, utilized as 

a temporary solution--as “bridge financing”-- until a more permanent solution can 

be set in place. In some cases, particularly in the difficult economy of the past few 

years, one such temporary use is for those who have been “involuntarily retired” 

prior to expectations to defer collecting Social Security until they can obtain a higher 

benefit at a later age. In other cases, reverse mortgages are used by homeowners 

unable to sell their homes under current market conditions. In past years, HECMs 

made to younger borrowers actually had shorter duration than loans to older 

borrowers.  This may seem counterintuitive, but it illustrates the transitional nature 

of the loan as borrowers enter retirement and re-organize their lives. The current 

economic environment,  in which borrowers have a more challenging time selling 

their homes, has had an impact that results in loans to such borrowers being 

maintained longer than previously 

The CFPB Report does not acknowledge three research reports issued in the past 

year by distinguished academic researchers that highlight the efficacy of using 

reverse mortgages as part of a comprehensive approach to personal financial 

management: 

 The February 2012 issue of the Journal of Financial Planning published a paper 

entitled Reversing the Conventional Wisdom: Using Home Equity to Supplement 

Retirement Income, written by Drs. Stephen Sacks and Barry Sacks. According 

to the authors, the overriding objective for many retirees is to maintain cash flow 

throughout their retirement and to avoid “running out of money” in their later 

years. Cash flow survival is the central theme of this paper. 

 The Center for Retirement Research at Boston College published a study in April 

2012 entitled How Important is Asset Allocation to Financial Security in 

Retirement? Co-authored by Alicia Munnell and Anthony Webb. The study 

concludes that financial planners have mistakenly focused on asset allocation 

when advising clients, rather than a broader range of retirement options, such as 

reverse mortgages. 

 The August 2012 Journal of Financial Planning published a paper entitled 

Standby Reverse Mortgages: A Risk Management Tool for Retirement 

Distributions by Harold Evensky, John Salter and Shaun Pfeiffer of Texas 
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Tech encouraging use of reverse mortgages as a standby cash reserve in a 

retirement plan. 

The beauty of the HECM instrument is the tremendous flexibility it provides to help 
a variety of homeowners in a lot of different situations. These reports are all 
evidence of this.  
 
While there is concern that some HECM borrowers end up in situations where they 
can no longer sustain themselves in their homes because they cannot pay property 
taxes and other expenses, this problem is not unique to HECM borrowers. Recent 
reports in the media and at an AARP-hosted forum earlier this summer highlighted 
that this problem is persistent among elderly homeowners overall, even those that 
have no mortgage debt at all. In fact, one could argue that a homeowner with a 
HECM has an additional safety net because the loan servicer is obligated to advance 
funds for property charges, including taxes and insurance, and will then work with 
the HECM borrower to establish a manageable repayment plan. 
 
CFPB RFI Question #8.) Some consumers pay off a reverse mortgage upon moving 
out of a home. 

a. Why do consumers decide to move? Are such moves typically because the 
move is planned in advance or because the move is required for health or 
other reasons? 
b. How do reverse mortgage borrowers finance a later move? 
 

Because we surveyed borrowers with current reverse mortgages, that are not yet 
due and payable, we do not have data on this question. Typically, the relationship 
with a borrower ends at loan termination and pay-off, so servicers do not have 
continuing contact information with former borrowers, making this type of 
information difficult to obtain. 
 
NRMLA would be supportive of working with FHA to develop a survey form to be 
distributed to borrowers paying off their loans and moving out of their homes. Of 
course, it would have to be recognized that some borrowers leaving the home due to 
health reasons might not be in a position to respond to such a survey, but having 
such a survey routinely distributed would be a starting point. 
 
CFPB RFI Question #9.) What are the typical outcomes for borrowers who still 
have a loan after five years or more? 

a. Does the loan continue to meet the borrowers’ financial needs 5 or more 
years after origination? 
b. If borrowers have drawn all of their available funds, what financial 
resources do they use to meet new or unexpected expenses? 
c. Do borrowers who still have the loam after 5 or more years typically feel 
that the loan was a good choice? Are there things they wish they had done 
differently? 
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In our survey, we only found four borrowers who had a HECM for five years or 
more.  We did ask those borrowers, is the reverse mortgage continuing to meet your 
financial needs? All answered yes. 
 
Of the four borrowers in this category, two (50%) took a line of credit or fixed 
monthly payments and are still receiving money from their HECM.  The others took 
a lump sum and are no longer receiving funds. Those who reported that they are no 
longer receiving money from their reverse mortgage reported that they are funding 
new or unexpected expenses with their Social Security income. 
 
We would be pleased to work with the CFPB, and FHA, along with ORC 
International, to try to conduct a broader survey of such borrowers, as well as 
former borrowers who are still alive and can be located. 
 
We did have ORC International ask our respondents how they would rate their 
overall experience with their reverse mortgage. 
 

 79% reported it was positive 
 9% reported it was neutral 
 9% said it was negative 
 3% don’t know or refused to answer 

 
The differences in market dynamics and business practices among the broker, 
correspondent and retail channels 
 
CFPB RFI Question #10.) How are brokers, correspondent lenders and retail loan 
officers typically compensated? 

a. How does compensation differ by channel? 
b. How do compensation structures and regulatory requirements (e.g. 
mortgage loan originator rules) affect the business practices of lenders and 
brokers? 
c. How do these factors affect the choices presented to consumers? 

Our response to these questions address the three primary origination channels 
that we define as: 

1. mortgage origination companies (“Brokers”); 
2.  correspondent lenders, including all manner of non-GNMA issuing lenders 

and banks (“Lenders”); and  
3. GNMA MBS-issuing lenders and banks (“Issuers”).  

It should be noted that our response to the questions dealing with the various 
reverse mortgage delivery channels provides a description of market dynamics that 
is general in nature.  Our discussion covers basic, broad concerns. Not all of the 
comments apply in all cases. 

All three types of institutions employ Retail Loan Originators who, with the proper 
licensing, originate loans to and for consumers. 
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With respect to the term compensation used within the CFPB questions, company 
payments are identified by the term revenue, while payments to Retail Loan 
Originators are identified by the term compensation. 

Company revenues generally are based upon the number of services provided along 
the continuum from origination to loan sale or securitization.  GNMA MBS issuing 
companies (Issuers) generally receive the highest revenues; originating companies 
the lesser revenues.  Revenues are generated through the price of the loan at sale in 
the secondary market, through Ginnie MBS; fees charged to consumers; or a 
combination.  

When revenues are generated through the sale of the loan in the secondary market 
through a Ginnie MBS, each channel is paid basically in the same manner, regardless 
of the regulatory definition. One entity simply and effectively compensates another 
entity for originating the loan and other services. A Broker may be paid by a Lender 
or directly by the Issuer. A Lender may be paid by the Issuer. Finally, an Issuer may 
be paid by another entity or entities (investors) that purchase the Ginnie MBS 
through the securitization of the loan.  

Brokers generally are subject to Loan Officer Compensation rules with respect to 
payments received from another entity; the Broker must receive the same payment 
regardless of loan terms, except loan size.  Issuers are not regulated in this manner. 

Retail Loan Originators are compensated in a similar manner across channels as a 
function of the services they provide. Outside salespeople are typically paid a 
commission and performance bonus based upon loan amount.  Inside salespeople 
and call center employees generally receive lower commissions and higher 
productivity compensation.  

Brokers, Lenders and Issuers all compete for the same employees and pay 
comparable competitive wages according to role.  

Compensation generally increases with the level and number and value of services 
provided. Companies that perform more functions receive a higher fraction of the 
total compensation attached to that loan.  

Prior to adoption of the Loan Officer Compensation rules, channel made little 
difference. Companies competed on a level playing field. With the adoption of Loan 
Officer Compensation rules for closed-end mortgages, the Broker channel, in 
particular, was significantly constrained in its ability to compete based on price.  

Loan Officer Compensation rules require that Broker companies receive equal loan 
revenues irrespective of loan terms, except loan amount. Pricing is negotiated 
directly with Lenders or Issuers. Compensation rules further prohibit Broker 
companies from independently reducing their revenues by decreasing price or costs 
to the consumer below the amount set with the Lender or Issuer, through a rebate 
by the Broker to the consumer.  Lenders and Issuers generally do not have the same 
prohibition on reducing consumer price or costs through consumer credits made by 
them.    
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Accordingly, Retail Loan Originator compensation restrictions generally and 
effectively constrain the ability of Brokers to reduce pricing or costs to the 
consumer in ways that the ability of Lenders and Issuers are not.  Accordingly, 
competition in the closed-end mortgage sector has been materially constrained by 
such inconsistencies arising from the application of the Loan Officer Compensation 
rule.  

The choices presented to consumers typically do not differ by channel. The choices 
presented to consumers differ, instead, by the product line that a company decides 
to offer. Large companies and small companies can choose to offer a full or partial 
product line.  

The relationships that a company has with Issuers will be a factor in determining 
which products it offers. All Issuers do not necessarily offer to securitize both open-
end variable rate HECMs and closed-end fixed rate HECMs. Some are constrained, by 
applicable Ginnie Mae restrictions or otherwise, to offer only the latter. 

 
CFPB RFI Question #11.) The Bureau has observed that major large bank 
originators of reverse mortgages tended to originate a far higher percentage of 
adjustable-rate, line-of-credit (monthly- installment) loans than the nonbank 
originators.  What explains this difference? 
 
The difference in originations mix is largely explained by tangible and structural 
factors. The nature of consumer delivery systems and pricing impacts this. 
 
Customer Sourcing and Delivery Systems.  Bank platforms and bank brands are 
the dominant originating entities for consumer loans, home equity loans and other 
consumer finance products. The HECM line of credit product has features similar to 
and offers an alternative to these products. Therefore, banks generally possess 
material structural advantages in sourcing customers in the line-of-credit segment. 
Historically, they do not possess the same structural advantages in offering closed-
end residential mortgage market products, where independent companies have 
gained a more substantial role.  

Pricing. The major bank originators during the study period were also Issuers. 
Issuers have an inherent pricing advantage with respect to open-end credit that is 
generally derived from the economic value that is attributed in the marketplace to 
future draws. In some instances, this advantage has made possible the elimination 
of the entire FHA origination fee as a charge paid directly or indirectly by the 
consumer.  In such circumstances, Issuers have passed this pricing advantage along 
to consumer through their proprietary origination platforms, while non-Issuers 
generally were not able to do so.    

This Issuer price advantage is likely to be temporary, until competitive pressures 
effectively force such pricing advantages to be passed through to the consumer 
through all origination channels.  A broader market and competitive pressures 
generally have had that effect, and effectively prevented a similar circumstance, in 
the closed-end sector. 
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Different Consumer Profiles. Line-of-credit consumers and lump sum consumers 
are largely not interchangeable.  Like any other product, the nature of the delivery 
channel has a major impact on the consumer profiles sourced and the types of 
products delivered. The CFPB, in its report on this point, is making a product 
observation that would be similar to the existing conventional mortgage markets – 
banks dominate line of credit products. 

NRMLA strongly believes that all three channels are necessary for the continued 
growth and support of this vital program.  Each channel offers service in a similar 
manner with subtle nuances that give the customer more options and increase 
competition, which naturally drives down rates and costs. 

 
Conclusions 

 

 The CFPB Report is a thoughtfully organized, well-written document.  However, the 
CFPB Report, in our opinion, has a few serious deficiencies, including, first and 
foremost, any outreach whatsoever to older Americans who have utilized reverse 
mortgages and can report first-hand on the impact such loans have had on their 
living circumstances and personal household finances.  In this all important respect, 
the Report and its conclusions are not evidence- or data-based.     
 
Through these comments, and particularly through the results of the ORC 
International survey that are described herein, that deficiency is partially is 
addressed, and the conclusions to be drawn from it are important.  Among them are 
that consumers are increasingly seeking advice from knowledgeable parties whom 
they trust, shopping for their loans more vigorously, making better informed 
decisions on lender and product selection, consulting more often with well-trained 
and HUD-approved counselors, and carefully reviewing documents and disclosures 
before closing, often with multiple parties and trusted advisors.   
 
In addition, based on survey results and other evidence, HECM borrowers by and 
large have utilized their loan proceeds judiciously and purposefully, having been 
fairly conservative about where they “park” loan proceeds for which they may not 
have immediate plans or needs, and, even if and when they experience an effective 
“negative arbitrage” with respect to funds they are holding, they are rarely putting 
those funds at risk.   
 
In addition, there are ample and well-documented reasons why selling and moving 
may not be an appropriate or available option for a consumer choosing, instead, to 
obtain a reverse mortgage loan.   
 
Moreover, conclusions reached in the Report, that borrowers typically pay off their 
loans earlier than would be expected, both are not based upon reliable evidence or 
data, and reflect a misunderstanding of why and how reverse mortgages have been 
utilized.  The beauty of the HECM instrument is the tremendous flexibility it 
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provides to help a variety of homeowners in a lot of different situations.   The Report 
fails to recognize this important virtue of the program.   
 
At the same time, NRMLA also recognizes that in certain areas, further survey 
information, particularly aimed at borrowers paying off their loans and moving out 
of their homes, could be informative, and borrowers who have had their loans in 
place for five years or more and who might be asked whether their reverse 
mortgage loans continue to assist them in meeting their financial needs, might 
provide additional, evidence-based data upon which the CFPB might base its future 
decisions.  NRMLA would be pleased to cooperate in such ongoing survey efforts, 
including with the CFPB, the FHA, and if appropriate, ORC International.   
 
Finally, it is decidedly advantageous and necessary for consumers to continue to be 
offered reverse mortgage loans through multiple channels, to foster and encourage 
price competition and product innovation in the marketplace, and the growth and 
vitality of this very important means for consumers to age in place.  Each channel 
offers such products and services generally in a similar manner, though subject to 
important structural and regulatory constraints, advantages and disadvantages.   
Effective analysis and regulation in this area requires that the CFPB more fully 
understand and appreciate those differences, and, to the extent it is within its 
purview, to reduce or make more flexible those constraints that inappropriately are 
interfering with such competition, the reduction of costs to consumers, and wider 
product availability for consumers who need, want and will benefit from such loans.  
 
National Reverse Mortgage Lenders Association is pleased to submit this  response 
to the CFPB’s Notice and Request for Information, and looks forward to continuing 
to work closely with the Bureau in the future as it considers strengthening 
protections for the benefit of consumers where it is necessary and appropriate,, at 
the same time as it eliminates inappropriate and unnecessary or counter-productive 
constraints that impede the ability of consumers needing, wanting and benefiting 
from such products from securing them.   
 
NRMLA and its Members appreciate the considerable effort that went into the 
completion of the Report, and the considerable value it has provided to the industry 
and to all who have interests in this area. We trust that these comments will be 
helpful to the Bureau as it continues its important work in this area. 
 
Respectfully submitted,  

 
 
 

Peter H. Bell 
President & CEO 
National Reverse Mortgage Lenders Association       
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Appendix: Brief Summary of Conclusions 
 

1. Factors that influence reverse mortgage customers’ decision-making 

 Our research provides many indications that seniors are deliberate and careful in 

exploring the possibility of getting a reverse mortgage; 

 They do not depend on industry professionals recommendations but seek 

additional advice and education from knowledgeable and trusted advisors; 

 Better shopping by potential borrowers seems to be a trend; 

 Choice of products is complex and involves many factors.  The reasons for 

selecting fixed rate or adjustable rate are also complex and involve many factors. 

One prevalent factor is a general historical preference for fixed rates, particularly 

among older Americans.  

 

2. Consumer use of reverse mortgage proceeds 

 Borrowers are primarily using proceeds to remain in their home and age in place; 

 Elimination of mortgage and other non-housing debts is a key to aging in place; 

 What they need to age in place has been influenced by a number of factors, 

including the recession and its results; 

 There are many indications in our research that funds are being used judiciously 

and purposefully; 

 There are other options for seniors—but in many cases, moving may not be a 

viable or desirable one. 

 

3. Longer term outcomes for reverse mortgage borrowers 

 There are currently a larger percentage of younger borrowers than in the past, but 

we do not yet have history to know the results of this.  Will they use it wisely to 

extend the life of their cash supply as advocated by the academic researchers?  

We need to observe this as it evolves. 

 The flexibility of uses is a positive feature of this product. 

 More research on using home equity to help retirees is driving professional 

financial advisors to advise consumers at an earlier age about appropriately using 

reverse mortgages to help age in place and supplement cash flow. 

 

4. The differences in market dynamics and business practices among the broker,           

correspondent and retail channels 

 All loan originator channels are compensated in the same manner; 

 Companies that perform more functions receive a higher fraction of the total 

compensation attached to a loan; 

 Loan Officer compensation rules have put broker companies at a disadvantage; 
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 The mix of different channels creates a competitive market and increases options 

for consumers, 

 


