Elderly woman in a dire straits gets needed cash

Cameron Wood
Mortgage Associate

After I recently helped an elderly woman enjoy her golden
years by avoiding the dire situation she was in, I quickly
realized that you might not know that there is an option for
you too.

She is single and had a small mortgage with lots of equity
in her home. We first looked at the option of getting a regu-
lar mortgage. Unfortunately, she couldn’t afford a new
mortgage with the little retirement income she had.
Actually, she couldn’t even afford to get a new mortgage for
the same amount that she currently had. Her situation was
dire. There was not enough money to last to the end of the
month. She had pennies in her pocket and not much food
in the fridge. Her fire insurance had lapsed, because she did
not have the money to pay it. She is 74 years old. = Now
that she’s in her“Golden Years”, doesn’t she deserve to live
more comfortably than this? Unfortunately, this scenario is
all too familiar for many of our elderly.

After looking at her options, one option became obvious
as the best solution for her. Let’s look at this unique solu-
tion that is available to a growing number of elderly
Canadians and in these economic times it might be the best
solution for you.

A reverse mortgage? What the heck is that? For those of
you that know, a reverse mortgage has some negative asso-
ciations. Many of them might be because
you have to be over 60 years old. And we've
all heard the horror stories of people abus-
ing and preying on the elderly. The senior’s
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children may think that the reverse mortgage is stealing
their property and that they lose control of their home and
on and on.

The truth is a reverse mortgage is similar to refinancing
your home to take equity out. It can be to be used for
whatever purpose, which could be to provide a quality of
life in one’s declining years. The difference is that you do
not have any payments to make. This option is ideal for
some people who have large equities in their home, and
who meet the criteria, but not all. Let’s cover some main
point of a reverse mortgage to shed the light on this subject
that maybe getting a bad and unjustified rep around the
coffee machine.

The first point of a reverse mortgage is there is an age
restriction. You must be 60 years or older and this age qual-
ification applies to both you and your spouse.

You can receive up to 40% of the value of your home. This
can range from a minimum
of $20,000 to a maximum of

free. Because it’s a loan, it’s not added to your taxable
income, so it doesn’t affect Old Age Security (OAS) or
Guaranteed Income Supplement (GIS) government bene-
fits you may receive. This is a definite plus.

No payments are required while you or your spouse live
in your home. The full amount only becomes due when
your home is sold, or if you move.

You maintain ownership and control of your home. This is
critical. You will never be asked to move or sell to repay your
reverse mortgage. All that’s required is that you maintain
your property and stay up-to-date with property taxes, fire
insurance and any condominium or maintenance fees.

You keep all the equity remaining in your home.

Typically, 99 out of 100 homeowners have money left over
when their reverse mortgage is repaid. And on average, the
amount left over is 50% of the value of the home when it is
sold.

$500,000. The specific amount
is determined by the current
appraised value of your
home, your age and that of
your spouse, and the location
and type of home you own.
You receive the money tax-
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