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in competition among lenders and bro-
kers is good for consumers, White said. 

“It’s no longer one size has to fit all,”
he said, referring to the ability to find a
loan product that fits a customer’s needs.
“Reverse mortgages are more readily
accessible, and that might give people a
reason to find out more about them.”

But some brokers are getting into the
business because profits have evaporated
elsewhere in the home-loan industry, say
some advocates at Rhode Island Housing.
They are concerned that inexperienced
brokers could create confusion and that
people out to make a quick buck might
resort to questionable lending practices.

Rhode Island Housing has received
reports of people attempting to sell
reverse mortgages door to door and over
the phone. “There are a lot of lenders pop-
ping up who weren’t offering reverse
mortgages before,” said spokeswoman Jo-
Ann Ryan.

Cathleen Paniccia, the agency’s direc-
tor of homeownership, emphasized the
need for older homeowners to do their
research before agreeing to this type of
arrangement. “It’s a great tool as long as
seniors understand all of the pieces and
how it works,” she said. “They need to
shop carefully, protect their investment
and consider all their options.”

Reverse mortgages, which have been
available for several decades, essentially
allow homeowners 62 and older to receive
monthly payments, a line of credit or a

lump sum based on the equity in their
homes, with the understanding that the
money will be paid back when the bor-
rowers die or the house is sold. Under the
loan terms, however, a borrower will nev-
er owe more than their house is worth.

HECM loans – which account for most
of the reverse mortgages underwritten in
the nation – are backed by HUD but have
loan limits. In Rhode Island, it’s capped at
$316,350. Borrowers are
required to meet with an
independent counselor
before getting approved.

Those with home equity
higher than the HECM
threshold can turn to “jum-
bo” reverse mortgages that
have no government back-
ing. Still, many offer the
same features as the HECM
loans.

Westerly-based The
Washington Trust Co., the
No. 2 reverse mortgage orig-
inator in Rhode Island,
offers both HECM loans and
jumbo products through
Financial Freedom and Everbank
Reverse Mortgage LLC.

So far, the bank’s growth in reverse-
mortgage business mirrors what has
been happening nationwide. Washington
Trust made 72 reverse loans valued at
$20.7 million in 2007, compared with 46
loans at $12.5 million in 2006, the first year
the bank offered them, said Brenda
Archambault, the bank’s reverse-mort-
gage specialist.  

While the popularity of reverse mort-
gages is growing, the uses of the proceeds

are changing, according to a survey of
elderly borrowers conducted by the
AARP.

Just a few years ago, older homeown-
ers turned to reverse mortgages to pay
expenses such as their health care. Now,
the majority are using the money to pay
off existing mortgages, the AARP survey
said.

White wasn’t surprised by the find-
ings, saying it’s an indica-
tion that people who are
reaching retirement age
now have more debt than
the generations before
them. “They’re using
reverse mortgages as a
retirement tool,” he said.

But despite the rise in
demand, the AARP survey
pointed out that only about
1 percent of those eligible
nationwide for reverse
mortgages use them. A
main reason: cost.

Origination and insur-
ance fees, appraisal and
closing costs can be as

much as 5 percent of the loan amount,
but because it’s a reverse mortgage, fees
don’t come out of pocket. They just
reduce the amount of the loan available
to the borrower.

“The ‘toll charge’ to get the product
can be viewed as a little high,” acknowl-
edged Darryl Hicks, associate director of
NRMLA. 

That’s where the growing amount of
competition pays off for the consumer,
said White, of Ocean State Reverse
Financing. 

HUD-backed loans cap the origination
fee at 2 percent of the loan amount and
Congress is considering legislation that
would lower the cap to 1.5 percent. But,
White said, in some cases, competitors in
Rhode Island already have driven the fees
down to that point.

At the same time, the growing number
of players in the business can make a
complicated mortgage product that much
more confusing. Often, the best option for
an elderly homeowner is not a reverse
mortgage, but to simply sell the home
they live in, said Paniccia of Rhode Island
Housing. And, she said, potential borrow-
ers should consider that reverse-mort-
gage income may alter their Medicaid eli-
gibility.

That’s why borrowers are required to
meet with an independent, HUD-
approved counselor before getting
approved for a reverse mortgage.

The R.I. Department of Elderly
Affairs is also drafting reverse-mortgage
legislation for the upcoming session that
would extend consumer protections,
including improving disclosures and
counseling requirements.

In the meantime White – who has oper-
ated Ocean State Reverse Financing for
more than two years – said the entry of
inexperienced brokers into the reverse-
mortgage field has him a little concerned.
But, he added, many of them will eventu-
ally drop out.

“This is by no means a point-of-sale
product,” he said. “Some companies will
realize it’s a not quick sale and get out of
it or wait for the refinance market to
recover.” ■
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‘There are a lot
of lenders

popping up 
who weren’t

offering reverse
mortgages

before.’
JO-ANN RYAN

Rhode Island Housing
spokeswoman

Making the grade?
Rhode Island Department of Elementary and Secondary Education high schools in
need of improvement as defined by the NCLB School Accountability System

DISTRICT SCHOOL CONSECUTIVE 
YEARS IN NEED 
OF IMPROVEMENT

■ Bristol Warren Mt. Hope HS 1
■ Central Falls Central Falls Senior HS* 5
■ Cranston Cranston East HS^ 2
■ Cranston Cranston West HS 2

DCYF Alternative Educ. Program 4
■ Foster-Glocester Ponagansett HS^ 2
■ Lincoln Lincoln Senior HS 2
■ Middletown Middletown HS^ 2
■ North Providence North Providence HS 2
■ Pawtucket Shea Senior HS* 4
■ Pawtucket Tolman Senior HS*^ (see note) 4
■ Providence Central HS 4
■ Providence E-Cubed Academy 2
■ Providence Feinstein HS^ 6
■ Providence Hope Arts School 2
■ Providence Hope Information Technology Sch. 2
■ Providence Mount Pleasant HS 6
■ Providence Prov. Academy of Internat’l Studies 1
■ Smithfield Smithfield Senior HS 2
■ South Kingstown South Kingstown HS 2
■ Warwick Toll Gate HS 2
■ Warwick Warwick Veterans Memorial HS 2
■ West Warwick West Warwick Senior HS 4
■ Woonsocket Woonsocket HS 2

* These schools receive federal Title I funding and must make responses  

specified by the No Child Left Behind Act (NCLB)

^ School passed all accountability targets for 2006-07, but must remain “in need of
improvement” until it passes all targets for a second year.

Note: Tolman recently became a Title I school and does not incur the federally pre-
scribed sanctions for Title I schools at this time.

SOURCE: R.I. DEPARTMENT OF EDUCATION

Fewer high schools met NCLB requirements in ’07
BY PBN STAFF 

The R.I. Department of Education
last week said fewer high schools last
year met the annual requirements set for
them by the federal No Child Left Behind
Act than in 2006.

According to the department, 50 per-
cent of high schools – or 29 schools – met
the requirements set for them in 2007. In
2006, 54 percent of high schools met the
requirements.

To meet annual require-
ments, schools must hit 37
targets based on state
assessments in mathemat-
ics and reading, as well as
attendance or graduation
rates. Schools must meet
school-wide targets, but
eight student groups –
Asian, Black, Hispanic,
Native American, White,
English-language learners,
students in poverty and stu-
dents with disabilities –
must meet their targets as
well. Peter Mc Walters, com-
mission of elementary and
secondary education, said
in a release that only 14 of the 29 deficient
high schools missed more than one of the
37 potential targets. The remaining 15
only missed one a piece.

“Because of the inflexibility of the No
Child Left Behind Act, many schools in
Rhode Island and throughout the nation
are being identified for improvement
when they have missed only one target,”
McWalters said. “Other schools that have
missed multiple targets will require more

support from the state, and that is where
we will focus our efforts going forward.”

Twenty-four high schools have failed
to meet the requirements for consecutive
years, a list that includes Central Falls
High School, Lincoln Senior High School,
Toll Gate High School in Warwick and
South Kingstown High School. All
schools that have missed for consecutive
years are listed as being “identified for
school improvement.”

The department also not-
ed that the statewide gradu-
ation rate was 89.2 percent
in 2007.

At the district level, 10
school districts out of 39
have missed annual targets
for consecutive years and
fall under the “intervention
status” category, a distinc-
tion which can carry sanc-
tions and additional
requirements with it. 

“The results … show that
we must remain aggressive
in our school-reform
efforts, particularly in
regard to our urban schools
and our high schools,” said

Robert G. Flanders Jr., chairman of the
Board of Regents for Elementary and
Secondary Education.

While high schools showed a dip in
2007, schools at all levels showed improve-
ment statewide. According to the depart-
ment, 79 percent of all schools – or 248
schools – in the state met all of the annu-
al targets set for them. The figures repre-
sented an increase of 11 percent from
2006. ■
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‘The results …
show that we
must remain

aggressive in our
school-reform

efforts.’
ROBERT G. FLANDERS JR.

Chairman of the Board of
Regents for Elementary and

Secondary Education
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