Fees & Cost

There are four basic types of charges involved in setting up a reverse mortgage:

· Financed Origination Fee

The origination fee is paid to the lender for preparing your paperwork and processing your loan.  Per the FHA guidelines the fee is limited to 2% of your county’s Lending Limit or your home’s Appraised Value, whichever is less.

· Initial and Annual Mortgage Insurance Premiums

This is paid to the FHA to insure the loan.  FHA guidelines require a fee of 2% of your county’s Lending Limit, or your home’s Appraised Value, whichever is less.  The insurance guarantees that at the end of the loan you are never responsible to pay back anymore than what you can sell your home for.  For example, if you owed $350,000.00 but could only sell your home for $200,000.00, the FHA would make up the difference.  An additional .5% fee of your loan balance is added to your balance annually.

· Other Financed Costs

This is comprised of all of the 3rd party costs incurred by doing the loan that you don’t have to pay for out of pocket.  This includes the appraisal, escrow fees, title insurance fees, city and county tax stamps, etc.
· Monthly Service Fee
$35 monthly fee to cover the operational costs for the bank. This is to help the bank run their business since they don’t collect a monthly payment from you. This is paid monthly and paid for the life of the loan.  $35 is added to your loan balance each month.

These fees are payable at closing and get financed into the loan.  The monthly service fee is added monthly to the loan balance.  There are no out-of-pocket expenses for participation in the Reverse Mortgage program.

