Reverse Mortgages and
Legacy Planning

Building a secure financial future while protecting what matters most to your family

Preserving Your Family's Future .
[JJ Why This Matters

A reverse mortgage isn't just about accessing your home's equity—it's a

strategic tool for thoughtful legacy planning. When structured properly, it For many American families, home equity represents the largest

can help you maintain your lifestyle, support your estate planning goals, and component of their net worth. Understanding how to leverage

ensure your heirs receive the protections and benefits you've worked a this asset while protecting your legacy is one of the most

lifetime to build. important financial decisions you'll make.

Let's explore how reverse mortgages work within your broader estate
strategy, the safeguards that protect your family, and the peace of mind that

comes from making informed decisions about your home equity.

How Reverse Mortgages Support Your Estate Plan

Preserve Liquid Assets

Access home equity without depleting

savings or investment accounts that could
otherwise pass directly to heirs. Your cash
reserves remain intact for emergencies or

planned bequests.

Living Trust Compatibility

Reverse mortgages can be held in properly
structured living trusts, allowing your home
to pass through your estate plan seamlessly
while you access needed funds during your

lifetime.

Strategic Asset Transfer

By tapping home equity instead of liquidating
other assets, you maintain flexibility in how
and when you transfer wealth to the next
generation, potentially with tax advantages.

Federal Protections That Safeguard Your Heirs

One of the most misunderstood aspects of reverse mortgages is how well they protect borrowers and their families. FHA-insured Home Equity Conversion
Mortgages (HECMs) include powerful safeguards designed specifically to protect heirs and prevent financial hardship.
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Non-Recourse Protection Multiple Repayment Options Equity Preservation

Your heirs will never owe more than the Heirs have flexibility in how they settle the Any remaining equity after the loan is repaid

home's value, regardless of the loan balance. loan: they can sell the property, refinance to belongs entirely to your heirs. If your home

If the loan exceeds the property value at keep the home, or pay off the balance using appreciates significantly, your family

repayment time, FHA insurance covers the other funds. They have up to 12 months to captures that upside—just as they would with

difference—your family's other assets are make this decision. atraditional mortgage.

completely protected.

Real-World Legacy Planning Example

The Anderson Family Story

Situation: Robert and Margaret Anderson, both 72, own their $600,000 home free and
clear. They have $350,000 in retirement accounts they're slowly drawing down to cover
living expenses, plus $100,000 in cash savings they want to preserve for their children.

Legacy Concern: At their current spending rate, they'll deplete most of their liquid assets
within 10 years, leaving primarily the home as an inheritance. They worry about leaving

their children with a complicated estate.

Legacy Outcome

Traditional Approach

After 15 years, retirement accounts remain largely intact ($275,000),
cash savings preserved ($100,000), and home still worth $650,000 with
$320,000 loan balance—net equity of $330,000.

Continue drawing from retirement accounts and savings, potentially
depleting liquid assets and facing higher taxes on IRA withdrawals.
Limited flexibility for gifts or emergencies.

Reverse Mortgage Strategy

Establish a $280,000 HECM line of credit. Draw strategically to reduce
IRA withdrawals, lower taxes, and preserve liquid assets. The credit line

grows over time if unused.

"The reverse mortgage gave us control. We're not forced to sell investments at the wrong time, and our kids will inherit a more balanced estate—not

everything tied up in the house."

— Margaret Anderson

Integrating with Living Trusts and Estate Documents

Proper estate planning requires coordination between your various legal documents and financial instruments. Reverse mortgages can work seamlessly

within your existing estate plan when structured correctly.
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Trust Title Transfer Beneficiary Coordination

Your home can typically be titled in your revocable living trust while Work with your estate attorney to ensure your trust beneficiaries

maintaining the reverse mortgage. This ensures the property passes understand the reverse mortgage terms and have clear instructions for
according to your trust provisions without probate delays. handling the loan after your passing.
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Power of Attorney Considerations Regular Review

Ensure your financial power of attorney includes specific language allowing As with all estate planning, review your reverse mortgage strategy every few

your agent to manage reverse mortgage decisions if you become years to ensure it still aligns with your goals, family situation, and the current

incapacitated. value of your assets.

Common Legacy Planning Scenarios

Lifestyle Enhancement Strategic Gifting Emergency Reserve

Access equity to maintain quality of life without Use reverse mortgage proceeds to make lifetime Establish a growing line of credit as a safety net,

depleting accounts meant for heirs. Travel, home gifts to children or grandchildren, potentially protecting investment portfolios from forced

modifications, or healthcare expenses funded reducing estate taxes while seeing your family liquidations during market downturns while

without asset liquidation. enjoy the inheritance. preserving inheritance value.

Key Questions to Ask Your Estate Planner

Trust Compatibility Tax Implications

How will a reverse mortgage affect my current trust structure? Do any What are the tax consequences of drawing from home equity versus

provisions need updating to accommodate this strategy? other assets? How does this affect my heirs' tax basis?

Medicaid Planning Family Communication

If long-term care is a concern, how does a reverse mortgage impact What's the best way to explain this decision to my heirs so they

Medicaid eligibility planning and asset protection strategies? understand the rationale and aren't surprised?

Why FHA Insurance Matters for Your Family

The FHA insurance premium you pay on a HECM isn't just a cost—it's a valuable
protection that provides significant peace of mind for your family. This insurance [) Real Protection in Action
guarantees that your lender will receive full repayment of the loan, which means ) . ) o
. . During the 2008 financial crisis, some reverse mortgage
your heirs will never be pursued for any shortfall. ) .
lenders failed. FHA insurance ensured that borrowers
Three Critical Protections: continued receiving their payments without interruption,

and families were fully protected when settling estates.
e Loan guarantee: Even if your lender goes out of business, you'll continue

receiving your payments

e Property value guarantee: Heirs never owe more than 95% of the appraised
value, regardless of the loan balance

o Estate liability limit: The debt cannot extend beyond the property itself to your
other assets or your heirs' assets

The Numbers: How Equity and Inheritance Work Together

Let's look at how home equity, loan balance, and inheritance value interact over time in a typical scenario. This example assumes a $500,000 home with a

$250,000 initial reverse mortgage line of credit, moderate draws, and 3% annual home appreciation.
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Notice how home appreciation helps maintain equity for heirs even as the loan balance grows. In this example, the inheritance value remains relatively stable
despite accessing significant funds over 20 years. Without the reverse mortgage, the homeowners would have needed to deplete other assets or reduce their

lifestyle to maintain this wealth level.

What Your Heirs Need to Know

Clear communication with your family is essential for successful legacy planning. When your heirs understand how a reverse mortgage works and what
options they'll have, they can support your decision and plan accordingly.

They Choose the Best
Option

The Home Remains in Your No Immediate Payment
Name Required

You retain full ownership and can leave the When you pass away, your heirs typically Your heirs can sell the home and keep any

property to your heirs just as you would have 6 months (extendable to 12 months) remaining equity, refinance to keep the

without a reverse mortgage. The loan is to decide how to handle the property. property in the family, or pay off the loan

simply a lien against the property, similar There's no rush to make decisions during with other funds. They evaluate their

to a traditional mortgage. an already difficult time. options and choose what works best for

their situation.

Comparing Legacy Outcomes: Traditional vs. Reverse Mortgage Strategy

Traditional Asset Depletion Strategic Reverse Mortgage Use

Year 1 Assets Year 1 Assets

e Home: $500,000 e Home: $500,000

e Retirement accounts: $400,000 e Retirement accounts: $400,000
e Savings: $100,000 e Savings: $100,000

e Total: $1,000,000 e Total: $1,000,000

Year 15 Assets Year 15 Assets

e Home: $779,000 e Home equity: $459,000

e Retirement accounts: $125,000 e Retirement accounts: $320,000
e Savings: $15,000 e Savings: $85,000

e Total: $919,000 o Total: $864,000

Result: Significant depletion of liquid assets, reduced flexibility for heirs, Result: More balanced estate, preserved liquid assets for heirs, reduced tax

higher lifetime tax burden from forced IRA withdrawals. burden, greater flexibility for lifetime gifting and emergencies.

While total estate value may be somewhat lower with a reverse mortgage strategy due to interest costs, the composition of the estate is often more favorable

—providing heirs with liquid assets and flexibility rather than having wealth locked entirely in real estate.

Special Considerations for Different Family Situations

Blended Families Heirs Who Want the Home Special Needs Planning

Reverse mortgages in blended family If your children plan to keep the family home, For families with special needs heirs,

situations require careful planning to ensure discuss refinancing options early. They can coordinate your reverse mortgage strategy

all parties understand how the home will be prepare financially and understand what will with special needs trusts to ensure

handled. Work closely with an estate attorney be required to pay off the reverse mortgage government benefits aren't jeopardized by

to address potential concerns and document balance when the time comes. inheritance timing or structure.

everyone's understanding.

Let's Build Your Family Plan

Every family's situation is unique, and your legacy planning should reflect your specific goals,
values, and circumstances. A reverse mortgage may be a powerful tool in your estate [J Contact Information

planning toolkit—or it may not be the right fit for your situation. The only way to know is J :
ason Lyon
through personalized analysis and planning. 4
Lyon House Reverse

At Lyon House Reverse, we specialize in helping families understand how reverse mortgages
Jason@lyonhousereverse.com

can support comprehensive legacy planning. We work alongside your estate attorney,
financial advisor, and tax professional to ensure every decision aligns with your broader Phone: 949-241-3900

goals.
NMLS License: 364748

Your Next Steps:

. Schedule a complimentary consultation to discuss your specific situation All information provided for educational

Receive a personalized analysis of how a reverse mortgage could fit your legacy plan purposes. Reverse mortgages have costs
including origination fees, mortgage insurance

1

2

3. Get answers to all your questions in a no-pressure, educational environment
premiums, and interest. Borrower must meet

4

If it makes sense, we'll coordinate with your existing advisors to implement a strategy A B aaeyesaaisdlen Narel

products available in all states.

Secure Your Today.
Protect Your Tomorrow.

Let's create a legacy plan that gives you confidence, flexibility, and peace of mind.
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