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PREFACE

This is the sixth Of a series of case studies on the utiliza-
tion of research funded by the Administration on Aging. The
topic is the Home Equity Conversion Project, a major R&D
effort carried out hy the Wistonsin Department of Health and
Human Services. The purpose of each base study is to show
how ana why the research has been used in policymaking or
practice. The case studies are part o*the continuing work of
the Gerontological Research Institute (GRI), which is sup-
ported under AoA Award No, 90-AR-2173.

Werdceived Invaluable assistance with this study frop a
number of people at the federal, tate, and local levels, whom
we interviewed between October 1981,and Februarl 1982. (A
list of the-people we interviewed may be found at the end of
this report.) In this regard, wt extepd istecial thanks to Ken-
neth Scholen, Director of the Home Equity Conversion Prci-,.

ject. In addition to lengthy iriterviews, Mr. Scholen provided
us with a steady stream of materials and thoughtful letters
about the project. The authors are also grateful to Frances
Jacobs of AoA for contributing her information on the history
of the project. All of the above assistance notwithstanding,
the authors alone are responsible for the case study's finding
and conclusions.

Interested readers may also want to refer to the fi rst 'five
case studies:

Robert 'K. Yin and Ingrid Heinsohn,The Uses of Research
Sponsored bx The Administration on Aging, Cas9Study #1:
Transportatioh. Services of the Elderly, September 1980.

Robert K. Yin and Ingrid Heinsohn, The Uses of Research
Sponsored by The Administration on Aging, Case Study #2:



at

Older American Resources and Services (OARS), November
1980. ,

, .

Roberta C. Cronin and Ingrid Heinsonii, The Uses of Research
Sponsored by The Administration on Aging, Case Study #3:
Volunteer Surveys of Nursing Homes, May 1981.

" Roberfa C. Cronin and Ingrid Heinsohn The Uses of Research
Sponsored by The Administration on Aging, Case Study #4:
Program Development Handbooks, A Comparison Case,
September 1981.

%

Roberta C. Cronin and Brad Allen, The Uses of Research Spon-
.; sored by The Administration ort-Aging, Case Study #5:

Maltreatment and Abuse of the Elderly, April 1982.
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CAPSULE SUMMARY
Home Equity Conversion Project

The Home Equity Conversion Project (HECP) responded to
a dilemma in the economics of older Americans. Many of the
nation's elderly enjoyed full ownership of their home but suf-
fered from inadequate, and declining, disposable income.
H ECP's aim was to develop ways of converting home equity
into usable income. PiojeCt staff conducted research,
developed models, and p'romoted activities concerning the
sUpply, demand, and policy for equity conversion.

The research component of the project consisted of
specific, problem-solving activities. Key products were
H ECP's reports on the major types of convepsion plans and
a cash flow model for determiniv the financial benefits of
various conversion plans. Project staff also conducted a
market survey of homeowners in Wisconsin, and studied cbn-
sumer demand for equity conversion. The project's develop-
ment effort centered around six pilot projects. HECP spon-
sored conferences and provided consultants, information and
referral services, and direct grants to these projects. In addi-
tion to its research and development, the project initiated
substantial promotional efforts'of theequity conversion con-
cept. Project staff fostered a, rtational netwoek of potential
consumers of conversion plans, suppliers of seryices, and
policyrnakers to stimulate interaction among those interested
in the conversion idea. Project activities were also covered
extensively in are media, which proved to be an important in-
gredient in the further development of home equity
conversion.

The Home Equity Conversion,Project was o'ne of the first
major effortsdn the field of equity conversion, and its fincfings
were applied in n.urnerous locations across the country. In the



public sectOr, for example, project findings were used in the
policymaking process. At the federal level, HECP staff drafted
resolutions, testified at hearinm and provided background
materials for Congressional committees. At the state level,
the project had a direct role in preparing Legislation. At the
local level, project staff provided assistance and materials to
municipal agencis and citizens' organizations interested in
pursuing home equity conversion.

The private sector employed the project's services as well.
Proje6t- staff reviewed draft equity conversion plans,
developed investment packages, and made presentations on
the topic to private firms. Project staff also advised many
elderly people about theif conversión options.

The Home Equity Conversion Project was funded by the
Adtninistration on Aging 'from 1980 to 1982. (At the expiration
of the award, the project IncorpOrated as a private non-profit!
organization, the National Center for Home Equity Conver-
sion.l The project furnishes important examples of the ways
in which AoA-sponsored research has led to practical applica-
tions. As a case study of regaarch utilization', the HECP ex-
perience provides information on how AoA might enhance the
utilization (If research projects in the fu re. In particular, it
lends further support to several pr6p itions concerning
research utilization that _have' emerg d from GRI's five
previdus case studies:

First, utitization follows the development of an informal
social network linking knowlOdge producers (researchers) and
knowledge users (consmerg, service 'providers, and

"volicymakers). The network provides interpersonal as well as
interorganizational ties and fosters two-way communications
among its members. In the case of RECP, for example, pro-
ject staff fostered a network around the equity conversion
issue with conferences, meetings, di'rect mailings, and
telephone communications.

Second, "interventions" designed tckboost utilization must
occur throughout the life of a research project, and not merely
at its completion. Several types pf intervention can encourage
utilization. Early dissemination of interim reports and other
documents provide an opportunity for user feedback that can
influence research while it is still in progress. Similarly; ac-
tivities such as conference Presentations can stimulate in-
terest in the project, and thereby help develop an audience



for the findings. In the case of HECP, utilization was also
facilitated during the course of the project by staff efforts to
develop legal, regulatory, and policy reCommendations that
would reduce the barriers to the implementation of equity
conversion plans.

-Third, utilization depends on the-vigorous dissemination
Iof project materialsbut not necessarily of the final report.
The focus of dissemination efforts is often a handbook,
manual., model, questionnaire, or another "tool" that emerges
from the development phase of R&D. In the case 9f HECP,
newsletters and project reports on specific topics proved to
be useful materials for its diverse audience.

Fourth, utilization is facilitated when the rpsearch involveS
a "synthesis" and "development" activity. A project may in-
volve a synthesis of findings f rom' previous studies and from
field experiences, rather than a single research effort. HECP
staff, for example, developed model conversion plans from
survey data and related researal.

Fifth, utilization obcurs when there already exists a large
audience of policymakers and practitionep with a strong in-
terest in the topic and the desire to do sbmething about it.
A project may develop tools or methods that meet the needs
of the consume'rs while engaging in activities that are
beneficial to policymakers. In the case,of HECP, the project
addressed a critical economic problem faced by many elder-
ly people. Moreover, the solution it examinedhome equity
conversion-4it well with the broader economic and political

_c_ontext. It did not demand large federal expenditures.

The.Home Equity Conversion Project also supports the six
policy implications generated in earlier case studies:

utilizatit9r4rategies shOuld discriminate .be-
tween "research" and "development" projcts;

utiliziffion strategies should focus on linking
people, not . products, and should encourage
vigorous networking efforts throughout the life
of a development project;

research-funding agencies such as AoA should
vigorousry support the dissemination of project
materials to audiences other_than researchers;

I.



research-funding agencies such as AoA should 4

consider who shall be responsible for the pro-
ducts in which they have invested, once the
original development effort is over;

research sponsors should consider the probable
level of audience interest in and need for the pr,o-
ducts in plantlie utilization strategies for them;
and

research sponsors should make use of press
releases that provide a clear statement of
research findings and of their potential signifi-
cance.

1 0
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A. THE HOME EQUITY CONVERSION
\ PROJECT

'
One of the ironies of contemporary economics is the

burden that inflation has pfaced on the nation's elderly
population. Most of our nation's elderly, are classic examples
of the asset-rich, cash-poor. Three quarters of the elderly

)roughlY 13.4 million peopleare homeowners', with no mort-
gage debt. Most have realized a several-fold increase,in the
market value of their homes. Yet many of these same people
have annual incomes well below the median for their areas.
Inflation has dramatically diminished the buying power of
their fixed incomes or retirement ,pensions.

Various methods of "home equity cOnversion" began to be
developed in the mid-1,970s to respond to the dilemma. These
plans permit elderly homeowners to cash in on their home
equity without giving up residence in their homes. Prior to
these developments, f he only known ways to convert the in-
vestment in a home wOre limited to selling the house and mov-
ing or perhaps taking a second -mortgage on the house.
Neither of these options was considered desirable and feasi-
ble from the standpoint of the elderly. . 42

Home equity can be converted into i6corne in several ,ways.
The conversion can take the form of a saleyitti lease, e loan,
a hothestead annuity plan, or a tax posiponement. The income
these alternatives provide can be a lump sum or a monthly
payment. The equity -converied can be based on the fUll or
partial value of the home. There are dozens of variatioris on
each type of home equitl% conversion plan. The principal types

.,
are: ,

Reverse mortgages. These involve a series of monthly ad-
vances to a homeowner. Repayrnent of the principal and in- ,

terest is deferred until theend of a term, the sale of the home,



er

or the death of the borrow-er. (There are several variants de-
pending on whether and how much the borrower receives in
a lump -sum initially.)

Sale leasebacks. These involve the purchase of an older
person's home by an investor, who immediately leases it back
to the seller for life. Investors can be individuals, limited part-
nerships, or institutional interests. The original owner
becomes a renter. The buyer makes a dpwnpayment and then
makes -regular installment payments to the new renter each
month. Ttie monthly payments are greater than the rent paid.
For the. new renter, a sale leasebackpleans that rent increases
are controlled, and thereare n prperty taxes or insurance
to pay.

Property tax deferral. This is a form of loan in which the
state government,et the request of the homeowner, pays the
homeowner's local taxes. The state is. repaid (with interest)
with proceeds from the sale of the home upon death or prior
sale of the home.

Deferred payment loans. These operate, like property tax
deferral, at the request of the homeowner. Loans are provid-
ed for home repairS, and repayment of all principal and in-
terest can be deferred until the homeowner dies or sells the
home. A principal variant is a program that provides loans for
converting homes to include an income-producing apartment.
The homeowner gets the benefit of a repel income to pat
back the loan.

At first, elderly homeowners were not enthusiastic about
home equity conversion. Surveys in 1970 and 1974 indicated
that the elderly were more interested in leaving someth-ing
to their heirs than they were in having a higher disposable
income.' At that time, the economy was relatively healthy and
the Social Security system seemed structurally and politically
sound. Thus, when the Senate Special Committee on Aging
heard testimony about a "housing annuity program" in 1969
and the Federal Home Loan Bank Board received similar pro-

'See Chen, Y.P "A pilot survey study giFfEkHousing-Annuity Plan (HAP)."
Los Angeles, UCLA Graduate School of Management, 1973; and Daniels, B.
"Providing financial relief to elderly homeownersthe case of property tax
concessions versus &using annuity." Ithaca, NY. Department of Consumer
Economics and Public Policy, Cornell University, 1974.



.., posals that same year, n action was taken.2

By the micf;47-0;,--e-conomic conditions were declining, and
the impact of the demogi.aphic trends pn the Social Security
system was becoming clear. Home equity conversion began
to be examined more closely. Jack Guttentag's 1975
monograph, for example, distinguished the two basic types
of equity conversion options: thdse Which inVolve a loan and
those which involve a sale.3 His 1977 paper made further
distinctions among types of loan options ("fixed-debt,"."ris-
ing debt," and "rising-fixed debt").4 Interest in the concept
continued to grow, and there we're some signs Of implemen-
tation. in 1978, a Cleieland savings ,and loan association
began offering a reverse rportgage. The City of Buffalo began
investigating possibilijies for a public program.

The most important eTients for the subsequent involvement
of the Administration on Aging (AoA) in home equity conver-
sion were occurring in Wisconsin. In Dedember 1978, the,state
allocated $64,000 to its Department of Health*and Social Ser-
vices for a Reverse Mortgage Study Project (RMSP). Ken
SoholenDireotor-of-the--Wisebnsin-peard-on-Agingi--wa
asked to direct the project. Scholen's first steps were to cprit-
tact people in the fjeld. Immediately after the project began
in January 1979, he travelled to Washington, D.C. to meet with
various public and private officials on the subject of home
eqUity conversion. In doing so, he quickly established the core
of what wa's to beCome alkge, nationwide network of peo-
ple interested in horlie equity conyersion. tl-ust as quickly, he
began to establish his central role in that network.

About the same time that the Wisconsin project was be-
ing considered by the state legislature, hom equity conver-
sion came to AoA's attention through a lett to the Director
of theDivision of Reiearch and Evaluatio , r. Harty Posman.
The letter, from an economist at the University of Michigan,
suggested that A0Al6clude the subject in its research agen-
da. Becauseof the timing of the letter, Dr. Posman was unable

.

'The authors of these proposals Were Yung.Ping Chen and Jack Gutten .

tag, who were to becormimportant figures in AoA's project seyeral years
later.

'Guttentag,J.M. driating new fihancial instruments for the aged. Ne4 York:
New York University Graduate School of Business Administration, 1975.

4Guttentag,J.M. "Reverse annuity mortgages: How savings and loans can
write them. Federal Home Loan Bark Board Journal (July 1977), p.

. 3
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to introduce the issue into AoA's 197
Nevertheless, he began to make
of the people he called for infor
harljust become the director of
M. Scholen pointed out that
needed research were supply
side referred to the kinds
niques that were currently
could be developed. The
likelihood that elderly ho
terested in such plans. A
legal and regulatory chang
equity conversion would
beneficial to both the suppl
Scholen's opinion that all th
before the concept could b implemented.5

Research Guidelines.
iries. In early 1979, one

ation was Ken Scholen, who
he Wisconsin State Oroject.
he three keissues whicir

emand, and policy. The supply,
f home equity conversion tech-
ailable as well'as to these that
mand issue referred to the

owners would actually be in-
d the pblicy area concerned the '
s that would be necessary before

e- considered economically
r and the consumer. It was

ee issues had to be addressed

Dr. Posmn's iquiries led to solicitation for proposals
' in AoA's 1979 Research Guideli es. Researchable Question

D3 was: "What is the current a d potential supply and de-
mand for different types of hoine : ity conversion or reverse

. mortgage?" The sugge§ted acti 'ties formed 'a fairly
,--stratghtforward-feasibility.study. The included:

collecting information on exis home equity
convertion plans;

interviewing older homeowners to determine
demand;

projecting supply and demand under alternative
assumptions;

identifying information needs of the elderly
homeowners;

designing plans for communicating this informa-
tion; and

developing materials for state and area agencies
on aging to serve as information and referral
tools.

'Telephone interview with Dr. Harry Posman, Director, Division of Long-
Term *Care, AoA, October 23, 1981.

1 Li' 4

4



4

Eight proposals were submitted in response to thii ques-
tion. The award was made on May 28, 1980 to the Wisconsin ,

Department of Health and Social Services, home of Ken
Scholen's Reverse Morfgage Study Project. The new federal

* project (AoA Award No. 90-AR-0001) was to iast 24 months,
with a tOtal budget of $250,000.

4

The project's functions were to conduct, promote and coor-
dinate-research and development activities .in the general
areas of supply, demand, and policy. In the sup* area, it
would determine the financial benefits provided by different
conversion devices and would design optional plans for
specific circumstances. Another "product" would be the
stimulation and nurturing of pilot projecfs that Would develop
and tesi various home equity conversion plans. In the demand
area, the project would develop projections from a market ,
survey of elderly homeowners in Wisconsin concerning theiF
interes,t in and likely involvement with vario,us home equity
conversion ideas. Project staff would develOp various equity
conversion strategies for the pilot projects based on survey

)1results. In the p lity area, the project would develop recom-
mendations ior. ublic 'and, private organizations concerning
issues that affedt the supply and demand of home equity con-
version. Key issues included tax policy; the treatment of con-
version incorrie by public benefit programs; statutory and
financial support for property tax deferral and housing loan
programs; and donsumer infdrmation and referral systems.

. The project also was to serve as a national clearinghouse
through which bankers, plahnbrs, researchers, consumer ad-
vocates, older persons, and others could learn of new ideas
and developments in home equity 'conversion.

Staffing for the pioject was someWhat unusual. The Pro-
ject Director, Ken Scholen, was a lobbyist and organizer with
a backoround in philosophy and public administration. His
staff for the project included only one "Research Director"

' and one part-time "Program Assistant." But.the core staff was
augmented by about ten consultants scattered around the
country and an eightmember advisory panel. Approximately
forty percent of the project's budget was to be spent on con-
sultant services.

The Home Equity ConVersion Project (HECP) went far
beyond the activities originally set out in AoA's Research
Guidelines. The solicitation had requested a straightfoeward

5
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feasibittty study. By the time theHECP proposal was written,
much progress had been made brthe Wisconsin project on
these traditionikl research activities, and Soho len felt that it
was time to move forward in other directione as well. In his
first progress report to AoA he states;

Ve should not be satisfied oply or predominantlf
to survey participants in the few existing pro-
gramstthat only begin to tap the potential of this
idea. Nor should we be satisfied to surverpoten-

, tial suppliers that trave riot seriously investigated
the options. In short,. we must go beyond
documenting the limited status quo and
speculating in the largely uninformed abstra9t.6

The three elements of the project, as he envisioned it, would
be research, development, arid promotion. He later ex-
plained that "putting home equity conversion into practice
was like foiloWing a recipe; all the elemerits must go together
or it will not 'work."'

The key aspects.of HECP's research, development and pro-
motion efforts are as follows.

ReSearch

The research ,com ponent of HECP was carried out by pro-
ject staff.and consultants. The research that the project spon-
sored was intended as practical, problem-solving.work. It was
to be research that had to becarried out because "somebody
needed the information in order to progress with the plans."'

One of the earliest and most influential products was ,a
-278-page book, Unlocking Home Equity fa the Elderly edited

by Ken Scholen and Yung-Ping Chen. The original manuscript
consisted of the proceedings of a "Reverse Mortgage
Development Conference" that had been held in May 1979

'ProgresA Report to AoA, 1 Audist 1980.

9nterview with len Scholen, 19 October 1981, Madison, Wisconsin.

'Ibid.



under the Wisconsin-sponsored phase of the project.' The
Aco,A grant encouraged the project to accelerate some of its
re0earch so that it could be included in the manuscript. The
federal funds also permitted an expanded version of the book.
New sections were prepared on market research, needs of the
underserved, 'public policy implications, neighborhood
revitalization, marketing software, consumer interests,
property tax deferwl, national home equity estimates, and a
glossary of terms!The book served as the basis for HECP's
subsequent work.

In the area of supply, fo; example, HECP research aleo
produced:

a report on the basic structure and operation of
each major type of home equity conversion plan;

a draft guide to salelleaseback tkansactions;

a cash-flow model that could be.used to cou he-el
consumers about the financial 'benefits of
various equity conversion models; and

analyses %f consumer safeguards, return on in-
vestment, and endof-term alternatives for
reverse mortgages.

The cash-flow model andthe evaluation of various home equi-
, ty conversion plans proved tq be especially helpful to the pilot

projects, as we describe in Section B of this case 6tudy.

14141
In the area of consumer demand for equity cbnyersion,

HECP:

conducted a market survey of homeowners in
, Wisconsin;

'Sponsored by the Reverse Mortgage Study Project, the purpose of the
conference was "to spur the development of home equity dissaving plans
needed by olderAmericans." Over 100 people from 13 states attended. They
represented official and voluntary agencied concerned with the elderly, in.
surance companies, savings and loan institutions, and other financial institu-
tions. The conference led to ttie book published by Ballinger and produced
the beginning of the "home equity conversion network."

'A )



analyzed the potential size and distribution of the
market using national data (the Survey of Income
and Education; the Annual Housing Survey; the
Panel Study of Income Dynamics); and

analryzed consumer response to existing pro-
grams and pilot projects, and to the general con-
cept of home eiluity conversion.

The market surveys were emulated in several pilot project
sites, and were used to determine which of the home equity
conversion options many of the projects would offer in their
area. The complete list of HECP reports is provided in Appen-
dix A.

Developnient Efforts

kmajor portion of HECP staff effort was devoted to the
development and demonstration of home equity conversion
models. Chief among these was the project's spobsorship and
nurturing of pilot projects throughout the country. The prin-
cipal efforts Were devoted to six projebts. These were:

1,()`estside Conservation -Corporation in
MilwaUkee, Wisconsin;

, Home Equity Living Plans in Buffalo, New York;

Tbe Home Equity Project, sponsored by the
Madisbn Development Corporation in Madison,
Wisconsin;

-;
The Senior Homeowner Equity Conversion Pro-
ject of Essex COunty, New Jersey;

The Monona Home Equity Conversion Project in
Monona, Wisconsin; and

The Reverse Annuity Mortgage (9AM), Program,
oberated by the San Francisco Development
Rind in Marin County, California.

HECP provided consultants, in-kind contributions, informa-
tion and referral services, and even direct grants to these six
projects. In three c4ses, HECP was instruniental in generating

Lt3 8
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non-AoA funding for the pilot.'°
,e '

An important element of HECP's support for the pilot pro-
jects was the series of "consultations" it sponsored. These
were meetings of pilot project staff, HECP staff and con-
sultants, and a handful of other interested people from around
the country. They were inspired by the supcess of the May

lit 1979 Reverse Mort Oge Development Conference: Scholen ex-
Plained their purpose in his first progress report to AoA:

The consultations...provide a way for us to con-
vene all pilots, all the conpultants, and our staff
to consider generic issue% and to coordinate ef- ,
forts. It has also proven to be an ekellent set-
ting for developing and critiquipg new ap-
proaches to equity converlsion."

Three consultations' have been held. The first occurred in
March 1980. It was intended as an introductory session, and >,

was used to select consultants and to get potential users in-./
volved early in the process. The second was held in
September 1980 to review the progress of the pilot projects
and to review two draft research reports written by HECP con-,
sultants. The third consultation was held in September 1981,
and included sessions on marketing, counseling, capital, and
administrative systems involved in home equity conversion
plans. Among the participants at the third meeting were
representatives from two potential new pilot projects (in
Pittsburgh, Pennsylvania and Washington, D.C.), and the
founders of a private sector plan, American Homestead.

,

Promotional Efforts

One of the more notable features of the Home Equity COri-
version Project was its deliberate promotion of. the equity con-
version concept. Project' staff and Consultants gave oral
pfesentations and developed an ambitious direct mail system

Q td advertise equity conversion ideas nationwide. Foe those
who became a part of the HECP network, the meetings, cor-
fespondence and olhet forms of communication provided a

k steady stream of information and ideas. One consultant was

"The role of HECP in each of the individual projects is described in Sec-
tion B. .

"Pr-ogress report to AoA, 1 August 1980.
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lifted explicitly tci "promote the idea of home equity conver-
sion as an investment vehicle for public and private pension
funds.''"

Scholen explained the purpOse of these efforts:

Part of our job is to introduce this idea to a wide
range of key people, to involve them in the overall
develbpment effort, to make them aware of the
concerns and interests of older homeowners,
and.to, keep them apprised of developments in
the field. By assuming this catalyst/coordinator
role, we can substantially boost the utility of AoA
funds, dramatically increase the amount of ac-
tivity in this area, and enhance the quality of
isolated individual efforts by providing a cen-
tralized clearinghouse of activities and ideas."

Scholen considered these promotional activities essential to
the ultimate success of the project. Project staff and con-
sultants were encouraged to participate in meetings and to
give presentations on the subject. A list of key presentations
is provided in Table 1.

Table 1

PRESENTATIONS ,AND BRIEFINGS
HOME EQUITY, CONVERSIQN PROJECT..

t Meeting Date HECP Speakera(s)

Federal Home Loan Bank Board 6/20/79 Jack Guttentag
Reverse Mortgage Workshop Don Ralya
Washington, D.C. Ken Scholen

INisconsin Department of Local 3/7/80 Ken Scholen.
Affairs & Development (DLAD) William Perkins

Forum on "Building
Neighborhoods"

.Milwaukee, WI

"Consultant's contract between D.onald Smart and the Wisconsin Depart-
ment of Health and Social Services (1 August 1980).

"Progress Report to AoA, 1 August 1980.
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Table 1 (continued)

- Meeting Date HECP Speaker(s)

National.Retired Teachers .4/29/80 Ken Scholen
Assoc./American Assoc. of
Retired Persons

Joint Legislative Committee
Madison, WI

Wisconsin Board on Aging 5/20/80 Ken Scholen
Madison, WI

Wisconsin Apt. of Health 8: 7130/80 Ken Schoken
Social Services

Advisory Council
Bureau of Aging
Madison, WI

Coalition of Wisconsin Aging .8/6180 Ken Scholen
Groups

Annual Convention .
Menomonie, WI

Wisconsin State Senate 8/20/80 Ken Scholep
Committee on Aging
Madison, WI

Wibconsin State Senate, 9/8180 Ken Scholen
Committee on Aging
Janesville, V4

Wisconsin Area Agency on Aging 9/15/80 Ken Scholen
Board of Directors Meeting & 1219/80
Wausau, WI

White House Conference on Aging 10122180 Ken SCholen
MiniConference on Housing for
the Elderly

Washington, D.C.

International Foundation of 11180 Donald Smart
Employee Benefit Plans, 26th
Annual Educational Conference

Honolulu, HI

-Area Agency on Aging 11/20/80 Ken Scholen
Advisory Council
Waukesha, WI

Area Agency on Aging 1219/80 Ken Scholen
Advisory Council
La Crosse, WI

11
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Table 1 (continued)

t
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4 -

Meeting Date HECP Speakeys) .

,

White House Conference on Aging 1181 Bruce Jacobs
MiniConference on Saving Jack Guttentag

Washington, D.C. .

,"
Ford and Johnson Foundations 2181 Max KummeroW

Meeting on geerred Payment Bruce Jacobs
Loans William Perkins

Racine, WI .

Governoi's Public Investment 3181 ,Donald Smart
Task Force .

State of California
Los Angeles, CA

Social Security Administration 314181 Ken Sqholen- Meeting
Baltimore, MD

National F3etired Teachers Assoc / 4181. Max Kummerow
American Assoc. of Retired I
Persons ,

"Coping With Inflation" Issue
Forum

Milwaukee, WI s

Miss2uri Gerontology Institute 4181 - MauriCe Weinrobe
Econ7mics of Aging Conferemce
Kansas City, MO

A if
Tenth Annual Washington Mortgage 4181 Bruce Jacobs,

Seminar Jack Guttentag
New York Ken Scholen

'
The WhaUniversity

of Pennsylvania
rton School 5/1

Philadelphia, PA

\ 8- Jack Guttentag
19/81

Ken Scholen
Max Kummerow

Maurice Weinrobe
Dave Raper'
Frank Thompson

Annual Senior Citizens pay 515181 Max Kummerow
Monona, WI

UnIversity of Wisconsin-Madison 6181 Max Kummerow
Programs on Aging
Campus Kaleidoscope Program
Madison, WI

v
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Table 1 (continued)

Meeting Date HECP Speaker(s)

Neighborhood Reinvestment .6125/81 Jack Guttentag
Corporation and Federal Home Ken Scholen-
Loan Bank Board Meeting Max Kurnmerow

Washington, D.0

Administration on Aging 6/26/81 Ken Scholen
Executive Briefing Max KuMmerbw
Washington, D.C.

U.S. House of Representatives 7/29/81 Ken Scholen
Select Committee on Aging

Subcommittee on Housing & e' -
Consumer Interests

Washington,'D.C.

Meeting on AmeriO-en Homestead 11/12/81 Ken Scholen
Plan Consultants

The Wharton School James Burke
Philadelphia, PA 'Donald Smith

<./

Wisconsin's Dentates and 10/26/81 Ken Spholen
Observers at the White House
Conference on Aging

Madison, WI

Philadelphia Corporation on
Aging

11/13/81, Ken Scholen
Project Con-
sultants
Pilot Project Staff

_

Meeting on American Homestead 11/12/81 Ken Scholen
Plan

Philadelphia, PA

1981 White House COnference on 12/81 Bruce Jacobs
Aging

Washington, D.C. r)
Wisconsin State Senate 1/6/82 Ken Scholen

Committees on Aging,
Business and Financial Institutions,.

and Transportation
Madison, WI

American Bar Association . 2/82 Ken Scholen
Commission on Legal ProblemS of

the Elderly
Housing Subcommittee
San Diego, CA

13
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Table 1 (continued)

Meeting Date HECP ipeake

Western Gerontoldgical Society 3/1/82 Don Ral
San Diego, CA , ',Bronwyn Belling

Kathy Kenny
Trudy Ernst

American Association of 3/82 Ken cholen
Retired Persons Briefing 1) Jack Guttentag

Washington, D.C. Don Ralya
Bruce Jacobs

American Homestead, Inc., 4/82 Jack Guttentag
Ken Soho len

Select Committee on Aging -4182 KeilScholen
U.S .Senate
Washington, D.C.,

National Council on the,Aging 4/1/82 Ken Scholen
Washington, CI C Jack Guttentag

Don Ralya
Brame Jacobs

*a
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The HECP direct mail tystem was especially ambitiouls. As
early as the Wisconsin-funded phase of the project, Scholen
began "to identify key persons irf various disci plines,to solicit
their interest in this project...and to develop an efficient
means of storing and utilizing the resultaht list of names and
addresses."" He began developing a computerized list ofiper-
sons interested in hpme equity conversion. The initial list was
compiled from over thirty 'master lists (e.g.; members of the
U.S. League of Savings Associations, members of the Inter-
national City Management Association, key members of the
U.S. Cpngress', Area Agencies on Aging and State Agencies
on Aging). Names of those who requested a project report
were added. The names and addresses were coded according
to one of ten general cat gories (e.g., consumer groups, in-
vestors) and one of 55 bcategories (e.g., pension funds,
local housing agehcies Scholen explained that the system
"enables us to make sp cialized mailings to specific target
groups.""

The lists were used to distribute project reports and to cir-
culate specific information about home equity conversion.
Cane mailing, for example, began "Dear Real Estate Portfolio
Manager,' and contained information about various -home
equity conversion options, with an invitation to contact HECP.
Scholen also produced a HECP newsletter about three times
each year. The topics of the newsletters included de-
velopments in HECP-sponsored research, announcements
about major activities in the field, progress reports on the pilot

. projects, and descriptions of various home equity conversion
ideas. (A brief listing of the topics for each is provided in Ap-
pendix B.) The project's success with the direct mail cam-
paign has been impressive. When the Wisconsin project
began in January 1979, Schalen knew of only two people in
the field (Guttentag and Chen). When the November 1979
newsletter was distributed, the mailing list contained 500
names. By November 1981, the number was over 8,000 and'
rising." The extensive media cpverag# generated many re-
quests for both general project matecials and newsletters.
Table' 2 presents a breakdown of the project's mailings.

''Progress Report to AoA, 1 August 1980.

"Progress Report to AoA, 1 August(1980.

"Interviews with Ken Scholen, October 19, 1981 in Madison, Wisconsin
and by telephone, January 1982.
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Table-2

.MAILINGS AND MATEklIALS*
..

General
Requests

Filled

,

Newsletters
Sent

Newsletter
Orders
Filled - Total

Jan 79 7 Mar 80 500 1,200 420 .2,100

Apr 80 - Aug 80 200 200

Sept 8Q - Dec 80 4300 600 200 1,10
, :,

Jan 81 - Apr 81 2,200 '*-. , 1,300 ' 300 3,800

May 81 - Aug 81 600
-

3,800
-...

'.*:-.1.4,400

700 5,100
, -

Sept 81 ',Dec 81 4,100 800 9,300 .s.
1

Jan 82 Mar 82 800 ' 8,400 1,300 . 10,500

TOTAL 8,700 ' 19,700 3,700 32,100

Adapted-from Table 4 on p. 64 of Wisconsin Bureau of Aging, Final Report
of the Home Equitytonversion Project, Madison, Wisconsin, March 31, 1982.

.
-

The key events in the development of the project, begin-
ning with the_Wisconsimphaseare_listed in

Table '3

CHRONOLO OF KEY EVENTS IN HOME
EQ CONVERSION PROJECT

;Janu ary' 1979 . Reverse 'Mortgage Study Rroject
initiated with funds from Wisconsin
State legislature.

May 21-22, 1979 --\" Conference, sponsored' by the
Reverse Mortgage Study Prpject,
Madison, Wisconsin.

October 30, 1979 Original proposal submitted to AoA
$250,000 for 24-Month period.
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Table 3 (continued)

March 27-28,.1980

May 28, 1980

September 1980

September 17-19,
1980

October 1980

December 22, 1980,

July 1981

July 1981

July 26, 1981

August 1981

September 3-4,
1981

DeceMber 1981

am*

First consultation of Pilot Projects,
ledison, Wisc.onsin.

Award made by AoA (90-AR-0001).

Book published Unlocking 1-iome
Equitrrrihe Elderly, Cambridge,
Mags: Ballinger Publishing
Cornpany.

Second consultation bf Pilot Pro-
jects, Madison, Wisconsin.

,White House Conference on Aging
Mini-Conference on Housing for the
Elderly passes resolution suppqo
ing home equity conversion.

Continuation-proposal submitted t6
AoA .$119,145 for 12:month
periock

f

Scholen testifies before U.S. House
of Representatives, SeleCt Commit-
tee on Aging. fit

Wisconsin legislature passes pro-
perty tax deferral bill. -

Interagency execative briefing on
Reverse Annuity Mortgages, AoA,
Washington, D.C. .

First contracts signed in Buffalo,
Milwaukee, and San Francisco in-
volving 5 different contractual
arramements.

Third consultatioh with Pilot Pro-
jects, Madison, Wisconsin.

White House Conference on Aging
passes resolution supporting home
equity conversion.
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Table 3 (continued)

February 1982

Februar,y 1982

President's Commission on Hous-
ing recommends home equity
conversion;

National Center for Home Equity
Conversion incorporated as a
private non-profit organization and
receives first grant.

March 1982 Final report completed and submit-
ted to AoA; awaid expires.

.,

I

1."
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B. USES MADE OF THE HOME EQUITY
CONVERSION PROJECT

4

The range of people affected and influenced by HECP ef-
forts includes public policymakers, private financial institu-
tions, social service agencies, the media, and elderly
homeowners:" We conducted interviews with several people
to find out more about how HECP's work has been used. Our
-list of interviewees wasdrawn from project files and from sug- ,
gestions maple by the project director. As with earlier case(
studies, the intentof our interviews was riot to determine the
number of uses. Rather, it was to establish the range of ap-

., plicatioris made of the Home Equity Conversion Project.
-,,

The people with whom we talked were well aware of the
Home Equity Conversion Project and its staff. They easily
identified the role of the project in their respective activities.
In the following sections of this chapter, we review some of
these uses. We discuss in turn uses by federal, state and local
policymakers, pilot projects, the private sector, and the media.

Uses by Federal, State, and.Local Policymakers

HECP has played a role in many of the recent national
-, policymaking forums that have been concerned with the elder-

ly. In some cases, HECP staff drafted the wording for impor-
tent resolutions. In other cases, they provided , expert
testimony or a keynote address. Some Of the People in-
volved in these forums had been on the project's mailing list,
and had becolne aware of the topic through the project's
newsletters arrd reports. Ottlers had been referred by one of

.. .
,

"The scope of this case study did not include a survey of the uses re-,
searchers made of HECP, though we know of six Ph.D. dissertations that
were based at least partly on the project's research.

19
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the many members of the rapidly growing home equity con-
version network. In our first vignette, we describe the role of
HECR in the' recent White House Conference on Aging.

Vignette #1
Project st ff .played key roles leading to recommendations'

-from the 1981 White House Conference on Aging (WHCOA)
in support,of equity conversion. In October 1980, Ken Scholen
participated in the preliminary discussions on the topic, at
the Whiie House Mini-Conference On Housing for the Elder
ty. Overl300 housing developers, reformers, consumers and
adVot- es-listened to expert speakers and helped develop
a "hou ing.blueprint for the 80s." The group recommended,
that: " ccess to a homeowner's accumulated equity in his
or her ouse shbuld be developed through reverse mortgages
and 4ther means to provide a supplement to current

7, inco, e." The report from this meeting was used ae a discus-
sior4 piece at the White House Conference on Aging.

I \
Priorhdthe WHGOA, in October and again in November 1981,
Scholen participated in preliminary briefing meetings with'
the Wisconsin delegation to the Conference. He explained
home equity conversion, and enlisted the delegation's sup
'port for the concept.

At the WHCOA, in December 1981, project consultant Bruce
Jacobs g ,- a keynote address on housing in which he
devot ut a third of his time to home equity conversion,
the pik, projects, and HECP itself. The resolution passed

Joy the Committee on Housirig Alternatives and later by the
full WHCOA gave support to home equity conversion, say:
ing that a "variety of voluntary mechanisms should be
developed to enable older homeowners to convert their home
equity intov income, while remaining in their Nimes." The
Committee also listed a number of issues that Should be ad-
dressed to facilitate the development of home equity con-
version mechanisms by the private sector. These included
(1) -new Internal Revenue Service rulings to allow

, sale/leaseback contracts to be written or appropriate tax code
revisions, (2) mortgage revenue bonding or other tax incen-
tives used as sources for capital to fund property tax defer-

. ral and deferred payment home repair loans, (3) continuation
of research on key issues regarding home equity conversion,
(4) the development and/or revision of insurance programs
by the Federal Housing Authority for reverse mortgages and
deferred payment home repair loans; and (5) the development
of secondary markets for reverse mortgages and deferred pay-
ment hbme repair loans by the Federal Home Loan Mortgage
Corporation and the Government National -MOrtgage
Association."

"The 1981 White House Conference oh Aging. Report of the Mini-
Conference on Housing for the Elderly, October 1980.

"Interview' with Ken Scholen, 19 October 1981, Madison, Wisconsin and
White House Conference on Aging Report, December 1981. .

I.
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Another national forum was underway at the time of the
Whit Abuse Conference on Aging. The President's Commis-,
sion on Housing developed, recommendations on a number
of topics. Here, too, HECP is represented, as described in the
,following vignette:

Vignette42
ThePresident's Commission on Housing incorporated the
home equity conversion concepts in its recommendations
to.the President. Its Task Force on Equity Financing and Alter-
native Housing Options suggested reverse annuity mort-
gages, deferred paymept loans, and gale leaseback tech-
niques for equity conversiont The report of the Task Force
points out the legal and regulatory barriers to home equity
conversion, and recommends-that they be eliminated. These
include federal tax law and IRS rutings on the status of
leaseback sales, and the Federal Home Loan Bank Board's
definition of reverse mortgages. Ken Soho len consulted with
Commission staff throughout the .development of their
recommendations. The project provided relevant literature,
critiques of various options, and general consultations by the
project director and project consultants.

HECP also participated indirectly in these decisions,16rough
a major aging interest group. In October 1981, the National,
Retired, Teachers Association/American Association of
retired Persons (NRTA/AARP) prepared a statement forthe
Nresident4 Commission that also strongly supported the
various home equity conversion techniques. The statement
was prepared by the associations' housing expert, Mr. Leo
Baldwin, who had been working on the HECP Advisory Panel.
Among othei items, it pointed, out the bafflers to the develop-
ment of s7ecific homaequity conversion plans which were
subsequently incorikgrated into the Task Force report!'

The U.S. Congress also has been considering public policy
regarding home equity convereion. Members of the aging
committees in both the House of Representatives and the
Senate ancr theirstaffs were on HECP's origihal mailing list,
and are well acquainted with the project, as the following
vignette shows.

"Telephone interview with Ken Scholen, March 1982.
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Vignette #3
The U.S. House of Representatives SeleCt Committee on Ag-
ing has becbme interested in various issues involved with
home equity conversion. A key issue is whether there is a
role for public agencies in home equity conversion. The Sub-
committee en Housing and Consumer Interests, chaired by
Rep. Edward R. Roybal, has held two major hearings at this
writing, one In July 1981 and the other in February 1982. In
both instances, Ken Scholen prOvided testimony and
background materials for the committee and its staff."

The Senate Special Cemmittee on Aging has also become
interested in the topic. Its forthcoming report "Developments
in Aging" includess section on home equity conversion. The
Committee has also asked HECP.to prepare a paper sum.
martzing the current itatus of home equity conversion.

The Administration on Aging used the project for develop-
.ing new research and development ideas. Although the pro-
ject originated during the previous administration, HECP con-
cepts were also seen ,as attractive by the Reagan
Administration.

Vignette #4
During the summer of 1981, the Administration on Aging was
developing strategies and agendas for the coming fiscal.year:
A top priority was to develop approaches directed at market
conditions, institutional practices and the patterns of institu.
tional behavior that constrain the ability of some people to
meet tbeir own needd." In line with the new Republican ad.
min Istration,AoA was focusing on regulation, deregulation,
tax policy, administrative reform, private sector collaboration,
and self.help.

'The idea of home equity, conversion fell naturally into this
fiamework. It held out a promise of financial hefp for the elder.
ly without major public expenditures. it was ekplicitly a self .
hel p hostion that relied on the mehanisms of the market. AoA
was interested in finding out what role, if any, it should play
in the further development of the equity conversion Idea. In
April 1981, John Skinner, Associate Commissioner for AoA's
Office of Research, Demonstrations, and Evaluation, asked
the Director of the Division of Research and Evaluation to
arrange briefings for AoA Executive Staff and for staff in the
Office of Human Development Services (OHDS) on'HECP and

"interview with Jorge Lambri nos, Majority Staff Director, Select C9mmit.
tee on Aging, U.S. House of Representatives, November 1981.

"Telephone conversation with Verna Cook, Project Officer, Division of
Research and Evaluation, AoA, July 1981.
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its findings. His attention had been attracted by the publica-
tion of the project's book, Unlocking Home Equity kr the
Elderly. The briefing was held on July 26, 1981 at AoA's of-

° fices in Washington, D.C. Ken Scnolen was the principal
speaker." Later, in March 1982, the Assistant Secretary for
Human Development Services requested a policy option
paper from HECP on federal policy issues.

On the national level, project reports have been used to
clarify two of the key regulatory issues involved in home equi-
ty conversion,.

Vignette #5
A major, question affecting elderly homeowners' interest in
equity conversion techniques concerns the effect that the
benefits would have on Supplementary Security Income (SSI)
payments. HECP consultant Michael Drury developed a corn-
putersimulation of the impact of various policy options and
an analysis of home equity conversion plans as they relate
to SSI regulations. The results will be the subject of a meeting
with officials from the Social Security Administration, policy
analysts, and project personnel."

Vignette #6
An issue affecting sale leaseback plans concems the status
of tax deductions. A HECP newsletter noted that ",until the
I.R.S. rules on this..., many significant sale leaseback plans
will not be- implemented."

The Fouratt Corporation 'in Nrmel, California had been
developing a major sale leaseback plan for California, called
the Senior Equity Plan. After developing a model plan, and
interesting its first client, the corporation initiated a test case'
with the IRS. A Washington, D.C. firmPrice, Waterhouse
andOompanywas retained to represent the client in late
1980. HECP prepared an analysis of the issues and secured
favorable . recommendations from various policymaking
bodies (see Vignettes #1, #2, and #13).2'

On the state level, the project often took a more direct role.
As we rioted in the first chapter, part of the project's efforts
were devoted to preparing model state stdtutes for various
home equity conversion techniques. In the state of Wiscon-
sin's property tax deferral program, the role of HECP was
most direct.

23Interview with Dr. Franoes Jacdbs, Project Officer, Division of Research
and Evaluation, MA, October 6, 1981.

29nterview with Ken Scholen, 19 October 1981.

"HECP project files.
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VIgnette #7
As part of the work begun by the sta-tReverse Mortgage
Study Project, project staff conducted a statewide survey of
the elderly, asking the respondents abo-ut their interest in par-
ticipating in various home equity conversion plans. Later,
Scholen and other staff mot with senior citizen organizations
throughout the state to solicit their ideas about tha plans.
From this inquiry emerged a project report yvhich analyzed
loan-to-value ratios and projected county-to-cOunty data on
home value, taxes, and appreciation. Data from the statewide
survey were used to estimate fiscal implications for
capitalization and cash-flow management. The report was
presented to state government officials during an executive
briefing on the project's proposals. Scholen later presented
formal testimony to the legislature about this plan." He also
met with the Coalition of Wisconsin Aging Groups (comprised
of 525 member grouPs) to slevelop a proposal that would
become part of the Coalition's 1981 legislative platform."

The Governor of Wisconsin and the Chairman Of the
legislature's Committee on Aging both supported the plan,
and it was incorporated into thenovernor's 1981,83 state
budget bill. It was introduced as Assembly Bill 68 by the Joint
Committee of Finance on 2 June 1981, and was passed into
law in July 1981. The peogram was to be implemented by the
state's Department of Revenue. (See Appendix C for a copy
of the bill.)

National events have so far prevented the program from
becoming operational. The program was dependent on the
state raising an initial ten milhon dollars of "seed Money"
through the sale of state revenue bonds. However, federal
requirements for tax exemption changed; and technical

amendments had to be made to the program. In addition, in-
terest rates climbed to levels that madd it less financially at-
tractive for individuals to participate in the program. The
government of'Wisconsin has decided to defer implementa-
tion of the program until later this year.

On the local level, the project staff have provided technical
assistance and materials to many city agencies and citizen
organizations. The following are, illustrative examples:

Vignette #8
The Philadelphia Mayor's Of fiteon Aging was investigating
home equity conVersion alternatives, Project staff met with
the mayor's staff, discussed various options, and provided
technical assistance. The Office on Aging subsequently
focused its program development efforts on deferred pay-
ment loans to ,finance municipal gasp bills and/or
weatherization.

4'Letter from Ken Scholen to authors, October 30, 1981.

"Telephone interview with Gail Shiman, Committee Clerk, Committee Of)
Aging, Business and Financial Institutions, and Transportation, Wiscons14-
State Legislature, October 28, 1981.
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Vignette #9
A consortium of social se.xyie agencies and community
organizations in Boston was exploring housing alternatives
for older people. One of the agencies, United South End Set-
tlements, contacted HECP for background materials and con-
sultation. This led to, the development of various sale
leaseback models, and a community conference in May of
1982 featuring economist Paul Samuelson and resource peo-

' ple from HECP.

Uses by Pilot Projects

TOe most direct developmental efkirts of HECP con- .
ceoed the six pilot projects which it supported in various
wa0,---HECP staff and consultants providkd technical
assistance, research sbpport, in-kind contributions, and even
direct grants. In some cases, they helped develop the specific
equity conversion packagesth at would be offered by the pro-
ject. In other cases, they helped conduct background research

. specifically for the project, e.g., market surveys, cash-flow
models, financial analyses. Through the HECP conferences
and "consultations," the project was also instrumental in ob-
taining additional, nonA0A funding for some of the projects.
The following vignettes provide *some of the details for two
of the projects. HECP's role in the other four pilot projects
is described in the vignettes in Appendix D.

Vignette 100
Home Equity Living Plans, Inc. (HELP), a non-profit corpora-
tion in Buffalo, New. York, has developed a program that
guarantees elderly homeowners lifetime residence in their
homes without the costs' associated with home ownership.
The ,program began operations in August 1981 with $1.3
Million in HUD Community Development Block Grant funds.
HELP has two main goals: to convert horheowners equity
into monthly income and to neighborhood stabiliza-
tion by repairing and, maintai g older homes.

The project intends to support a recycling program involv-
ing 80 houses, each averaging $20,000 in initial market value.
HELP buys the home at 'a fair market value from the
homeowner, assumes the payment of taxes,,insurance, and
major maintenance costs, and sends the homeowner month-

..fy cash annuity payments. The izayments continue until the
participant's death, when the title of the house transfers to
HELP. To.date, three conversioh contracts have been signed.
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The HECP has helped by reviewing project materials and by
providing information on developments and activities in home
equity conversion other parts of the country. More impor-
tant, the project us a financial plan that was developed by
HECP consultant, J ck Guttentag. The plan is based on a
computerized cash-flow model which is used to calculate
conversion tables for interested homeowners."

Vignette #11
The Senior Homeowner Equity Conversion Project in Essex
County, New Jersey, began a feasibility study of home equi-
ty conversion for senior homeowners in the county in Spring
1981. The project's overall goal is to establish a non-profit
senior homeowners' cooperative to convert the equity of
senior homeowners into usable income, prevent displace-
ment, finance repairs and weatherization of homes, and
stabill/e the neighborhood.

The study originated when the director of the Greater Essex
Community Foundation contacted the local area agency on
aging to inquire about innovative programs for the elderly in
the private sector. She learned about the home equity con-
version concept and soon thereafter, brought up the issue
at a conference in Washington, D.C. sponsored by the Depart-
ment of Health and Human Services (DHHS). DHHS staff sug-
gested that she contact the Home Equity Conversion Pro-
ject for teohnical assistance.

The projee's feasibiiity 'study (which included a survey of
senior homeowners) determined that, in light of the high in-
terest rates, a sale-leaseback approach would be more ap-
propriate than a reverse mortgage program.

The project staff found the HECP staff and reports to be very
helpful in designing the feasibility study, The report on
reverse annuity mortgages produced by Kaplan, Smith and
Associates (partially supported by HECP) and the cash-flow
planning model were particularly useful. HECP project staff
provided technical assistance in developing the program
design, reassured the Committee members that the home
equity conversion concept was a good one, and con tinimusly
kept the Committee abreast of new developments in home
equity conversion through conferences, newsletters, and
brief reports."

Uses by the Private Sector

The preceding section showed hOw HECP directed infor-
mation to the public sector agencies in order to eliminate bar-
riers to the development of such plans. But another key to

"Telephone interview with Donna Guillaume, Director, Buffalo Home Equity,
Living Plans, Inc., Buffalo, New York, November 1981.

"Telephone interview with Douglas Browne, Senior Homeowner
Cooperative, Division of Community Development, Belleville, New Jersey,
November 1981,
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the success of the project lay in getting private sector
organizations involved in the process. Financial institutions
such as banks, savings and loan associations,.and insurance
companies were essential actors. These groups would
ultimately have to provide most of the equity conversion con-
tracts. Thus, HECP was especially responsive to inquiries
made by private sector groups. i

For example,.in what is perhaps the most significant ad-
vance in the home equity conversion movement, HECP staff
and research played a role in developing a plan that will
ultimately be offered to the public. The f,ollowing vignette
describes HECP's activities in detail:

Vignette #12
The first heavily capitalized venture into home equity con-
version was the American Homestead, Inc. plan. The com-
pany is raising over $100 million in mortgage and venture
capital to support its "Century Plan," which wip be available
to an estimated 11 million people irrthe U.S. who are (a)
owners and occupants of single-family houses free and clear
of Mortgage debt; (b) at least 65 years of age; and (c) residents
of metropolitan areas that have histories of steady apprecia-
tion in real-estate values and population groWth. A HECP
newsletter describes the project as "the most arnbitious
reverse Mortgage plan yet proposed." Working through locl
lenders, the company will offer older homeowners the op-
portunity to receive monthly checks, ranging from $100 to
$500 or more, as an income supplement. The total dollar
amount that any one homeowner can receive will be
unlimited. Repayment occurs only when the owners move,
sell their property or die. The amount owed includes the total
dollar amount of the monthly checks; deferred interest com-
puted at a fixed rate below wharwas'prevailing in the mort .
gage market at the time the original contract was signed; and
a percentage of the increase in the resale value of the house
since the date of The original contract. The repayment will
be expected solely from tt)e proceeds of the sale of the house.
If this amount is less than the total amount Of the monthly
payments, the company will absorb the loss, with no further
legal remedies against owners or heirs.

The orginatorsJames Burke and Don Smithhad been on
the project's, mailing list and had called Scholen for infor-
mation many times as they were developing initial plans. In
the later stages of development, the two America
Homestead representatives met with HECP staff and con-
sultants to review their plans and solicit comments. Mr. Burke
commented in a letter to the Retirement Research Founda-
tion that "if it were not for the assistance of Mr. Scholen and
his staff, American Homestead would not soon be offering
reverse mortgages to hundreds of thousands of New Jersey

27.
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residents. Indeed, without his encouragement we might have ,

prematurely abandoned our efforts as so many others have
done in pursuit of a solution to this national problem.""

Another important source pf financing for equity conver-
sion is the nation's priyate-pension funds. HECP acknow-
ledged this potential early on, when It hired Doha ld Smart as
a consultant to promote the concept. Smart is the Vice Presi-
dent and Manager of Deferred Compensation Administrators,
'inc., a Minneapplis-based constflting firm. He was hired
specifically to give speeches and write articles for s ecial-
ized publicationt in the pension fund area. The. fo wing
vignette illustrates one of the more concrete result f these
,efforts:

Vignette #13
The Wisconsin State Employees Union (WSEU) retained the
services of project consultant Donald Smart to help develop
their bargaining package for their Spring 1981 round of
negotiations." The union, whicn represents 24,000 Wiscon-
sin public-employees, sought an expanded role in pension
investments and advanced several relevant proposals. With
the help of Smart, their four-point proposal asked the state
to invest up to 30 percent of the approximate $5.2 billion in
pension money in the Wisconsin economy. It included a de-
mand that "a reasonable percentage of the pension funds
attributable to members oi WSEU be segregated for invest-

' ment in Reverse Annuity Mortgages.""

Governor Lee Dreyfus expressed support for the proposal,
althodgh ultimately it was, not included in the contract agree-
ment. Union leaders opted for gains in other sectors of the
negotiations. Nevertheless% the negotiations gave the con-
cept of home equity conversion publicity throughout Wiscon-
sin and throughout the AFL-CIO (through its newsletter, cited
below)."

Other private interest groups have sought oat HECP's set.-
vices as well:

3'Letier from Julies J. Burke, President, American Homestead, Inc. to
Marilyn Hennessy, Executive Director, Retirement Research Foundation.

""Unions Seek Expanded Role in Pension Investments," Labor and In-
vestments, Vol. 1, No. 4, May 1981, p. 1.

"Ibid., p. 2.

"Ibid.
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Vignette #14
The American Bar Association's Com Mission on Legal Pro-
blems of the Elderly is developing ideas for the role of the
private bar in promoting home equity conversion oppor-
tunities: Housing Subdommittee chairman Paul Nathanson
convened an exploratory meeting of national leaders in the
-field in February 1982. Ken Scholen made a presentation at
the meeting, and recommended that the ABA draft mbdel sale
leaseback legislation for Congress and model contracts for
two-party transactions." The Commission is seeking funding
to pursue these activitles.

Pi:ivate foundations have also employed HECP services:

Vignette #15
A major Operating foundation in the Midwest in9ed HECP
personnel to a one-day meeting to explore yarious program
Initiatives. The meeting led to a proposal to let older persons
finance in-home services with their home equity. Project staff
provided additional technical assistance as the foundation
developed ifs final proposal to a potential corporate donor."

Uses by individuals

In addition, the project has advised numerous individuals
about equity conversion options, and has helped them over-
come specific "barriers- to their planS. The following vig-
nettes illustrate two such cases.,

Vignette #16
Dora S. is 75 years old, lowincome, with a mortgage-free
hpme valued at $65,000. Recently, she met a niece, her
nearest living relative. The niece is wealthy and wanted to
finance Dora's remaining years in exchange for her home.
Project staff helped them and their lawyer-Work out various
options for structuring the transaction."

Vignette #17'
Dorothy B. is an elderly woman, lowincome, with a mortgage-
free home. She receives Supplemental Security Income and
Medicaid and wants a short-term reverse mgrtgage. Project
staff acted as a go.between with the Social Security office.
Eventually, the Social Security Administration provided a let-
ter stating that'SSI benefits would not be affeCted by the in-
oome from the reverse mortgage."

"HECP project files.

3!Letter to Suthoi:s from Ken Scholen, January 13, 1982.

"Ibid.

"Ibid.
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Uses by the Media

The Home Equity Conversion Project alsO-has generated
an enormous amount of media attention. lnforMation about
the project, its pilot projects, and issues involved in the con-
cept have appeared on national television and in rrajor
publications such as U.S. News and World Report, Newsweek,
Time, and newsp,apers throughout the country. Scholen con-
siders such media attention vital to the development of home
equity conversion. The lists provided in Appendix E are
themselves impressive. They also appear to reflect a growth
of interest in the topic. As of mid-February 1982, the total
numb& of items for the year already equalled that for all
twelve months of 1979.
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C. WHY THE HOME EQUITY COICIVERSION
PROJECT WAS USEFUL

In earlier case studies, we examined AoA-sponsOred pro-
jects in light of various propositions concerning research
utilization. Our goal has beenlo develop workable strategies
for realizing the full potential of AoA:s research and develop-
ment program. We continue that tradition here. In this
chapter, the experience of the Home Equity Conversion Pro-
ject is examined in light of our six earlier propositions. In the
following chapter, we consider the management implications.

The,propositions weshall examine were derived from our
earlier, case studies and the literature on "knowledge
t.ransfer." Each case study has produced a number of
refinements. The propositions are:

Proposition No. 1: Utilization follows the develop-
ment of an informal social network, linking,
knowledge producers (researchers) with
knowledge users (consumers, sermider providers,
and policymakers).

Proposition No. 2: terventions" designed to
boost utilization o ur throughout the life of a
research project, and not merely 'at its
completion.

Proposition No. 3: Utilization depends on the
vigorous dissemination of project materialsbut .

not necessarily the final report'

Proposition No. 4: UfilitOon is facilitated when
the research involves a "synthesis" and
"development" activity.

,
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Proposition No.5: Utilization occurs when there
already exists a large audience of policymakers
and practitioners with a strong interest in the
topic and a desire to do something about it.

Proposition No. 6: Utilization is facilitated when
the findings of a single study have been con-
firmed by' other researchers.

In earlier case studies, we have distinguished "research"
and "development" projects. In pure form,. "research" pro-
.jects produce new information, whereas "develdpment" pro-
jects produce usable tools such as a handbook or a question-
naire. Our +first four case studies, for example, concerned
development-oriented projects:

the Older Americans Resources and Services
(OARS) project synthesized existing knowledge
to produce an instrument for assessing the func-
tional status of older Americans;

the TranSportation Seryices for the Elderly pro-
ject developed a planning handbook and a site
4asistance kit for state and local officials;

the Nursing Home Inventory project produced
survey instruments for oataloguing and selecting
nursing homes; and

the Program Development Handbooks project
produced a series of handbooks for state and
area agencies on aging on seven service areas.

In contrast, the fifth case study examined two "research" pro-
jects that produced information on the extent of maltreatment
and abuse of the elderly..

The Home Equity Conversion Project presents an oppor-
tunity that these first five projects did not. In addition to con-
ducting research and sponsoring develdpment
HECP also demonstrated and promoted the home equity con-
version concepts. Its activities, therefore, were somexhat dif-
ferent from those pursued in earlier case studies. \GRI's
recommendations in earlier studies should be enhanced by
confronting the propositions with this difterent type of pro-
ject. We discuss each proposition in turn.

32
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Proposition No. 1 Utilization follows the development of an
informal social netwock,, linking knowledge producers (re-
searchers) and knowledgt users (consumers, service pro.
viders, and policymakers).

In each: of the first five case studies, we noted that the
development of an informal social network was an important
precondition for the utilization of research products:, Poten-
tial users of such information seemed more likely tc actually
use it if they (1) knew it existed, (2) knew 'the narrie of the
researchers and how to contact them, and (3) had-eRgaged
in some 'form of dialogue with the research team. Usually
these networks seem to have been generated by conferences
or meetings and.-,sustained by mail or telephone
communicationS.

In these earlier case studies, the formation of the social
network typically had not been intentional. It had developed
as a by-product of what were "normal". dissemination ac-
tivities. With HECP, however, the goal was made explicit.

(1)'Throughout the life of HECP, Scholen encouraged the
development of an informal network. During the Wisconsin-
sponsored phase of the project, one of the key events was
the national Reverse Mortgage Development Conference. A
primary purpose ol the meeting was to introduce people in-
terested in the topic toone another: It Was during this interac-
tion, for example, that Scholen identified people who would

, later serve as project consultants and who would develop pilot
projects. Similar meetings during the AoA-funded phase of
the project (the HECP "consultations") helped sustain' the
nascent network..

(2) The staffing pattern of HECP emphasized the impor-
tance of getting a network of people involved in home equity
conversion. Scholen selected consultants from across the na-
tion. Part of their work was to interact with pilot project staff'
and to provide technical assistance to them. The HECP staf-
fing pattern also included*a large advisory committee, which
attended the project "consultations" and served as an infor-
mation source for HECP. The number of people formally in-
volved itith the HECP, therefoie, was quite large: three staff,
ten consultants, eight advisory committee members, and staff
of-jx pilot projects.

(3) The HECP,network was made larger and more accessi-
ble through the HECP' newsletter, whict was informal,

*o
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typewritten (not typeset), and addressed "Dear Friends.",Each
newsletter encouraged readers to respond in some way (e.g.,
by ordering a HECP- report)._ In this way, the newsletter
brought information about equity comiersion while it en-
couraged further development of the network.'

(4) A fourth Manifestation of HECP's deliberate efforts to
dpvelop aninformal network was the large number of oral
preeentations by `HECP staff and consultants. Scholen was
especially active ip this area. He participated in both formal
and informal meetings throughout the country, and encour-
aged the driers to do so as well. One consultant was-hired
exclusivelVto give speeches and write articles about investing
pension funds in equity conversion projects.

Our evidence suggests that Proposition No. 1 explains
much of HECP's success. It is clear, for example, that HECP
efforts led to a large informal network of people interested
in home equity conversion. The newsletter alone is now
distributed td over 8,000 pebple. It also seems clear that the
existence of the network has led to the utilization of HECP
and its findings. Our interviews brouglit this out clearly. The
staff director for the President's Commission on Housing, for
example, placed home equity donversion on the Commis-
silbn's agenda after talking to a longtime friend of his, who
happened tb be a HECP consultant. (See Vignette #2.) The
developers of the American Homestead plan first leaMed of
FiECP through one of its newsletters (Vignette #11). And three
pilot projects generated financial support from foundations
during the HECP-sponsored meetings and consultatioris.
HECP's deliberate prOvocation of an informal network ex-
plains a great deal about its ultimate success.

Proposition No. 2: "Interventions" designed to bOost utiliza .
tion occur throughout the life of a research.project, and not
merely af its completion.

Many activities designed to promote and implement home
equity converSion occurred throughout the term of the pro-
ject. These activitiesw we have seen in the vignettes, have
been successful. Many conversions have taken place.
Significantly, utilization did not await the final. report. We .

noted four particularly salient interventions that seem to have .

brought about the high degree o4 utilization:

(1) Perhaps the most important were the six pilot projects.
These projects were designed to help structure HECP's
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research and then to implement its findings. They represent
an unusual aspect of HECP. It was simultaneously a research
and a demonstration projeict. The fact that both especfsyere

Jos, operati ng in tandem is reminiscent of an earlier case study,
but with HECP, the colncideget was intentional."

(2) At its first conference on the tOpic in May 1979, HECP
staff began to identify barriers to the implementation of home
equity cohversion#plans. Many of these were legal or
regulatory. For example, at that,time It wai unclear how,the
Internal Re ,hue §ervice would handle income froth
sale/leaseb ,s. Throughout the life of the project, therefore,
HECRstaff- d consultants worked to clarify such issues and
to develop legal, regulatory, and policy recommendations for
various public bodies (directly, with the Wisconsin legislature,
the White House Conference on Aging and the President's
Commission on Housing; and indirectly,.with the I.R.S. and

,.
the Social Security Administration).

(3) Throughout the life of the project, HECP staff and con-
sultant-6 have given presentations of their findings to
policymakers (e.g., at AoA) and potential providersof the equi-
ty conversion plans".

(4) Draft HECP reports were distributed throughoul the peo-
ject network to solicit critiquevand to further develop the au-
dience for the results. Soho len used various techniques to
get readers involved. He deliberately made documents appear

-. incomplete with pencilled-in changes, "draft" stamps, and the
like. Soho len explained that .he wanted readers to feel a cfart.
of th c.)cess and thereby a participant in the home equity
cupve lo "movement.4

These and other interventions explain much of HECP's suc-
cess in getting tlorne equity conversion implemented. Each
was intended tO either, break down barriers or induce par-
ticipation in home equity conversion. In this way, each lends
support to Proposition No. 2.

,

"Robert K. Yin and.ingrid Heinsohn, base Study No. 2, Ibid.
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Proposition No. 3: Utilization -'depends on the vigorous
dissemination of projat materialsbut not necessarily of ttr
final report.

Even compa d to other exemplary Aokstudies, HECP ef-
.forts at disseminating its findings are impressive." HECP
developed a sophisticated computer-based direct mail system
for distributing newsletters, reports, and other project
materials. The newsletter, for example, came out three to four

-times a year and was distributed widely. Each HECP report
was sent out in draft form to people throughout the network.
HECP also published a large volume of infOrmation about
home equity conversion during the first year of the project.
The final report, in contrast, was submitted at the end of
March 1982, and is unlikely to be distributed widely:4°

Two features stand'out about HECO's method of dissemini-
tion. In addition to being viggrous, it tended to employ infor-
mal channels and to be geared primarily to nonacademic au-
diences. Instead of seeking publication of articles in leading
academic journals, Scholen relied on newsletters sent' to a
diverse audience, only a ,pbrtion of whorri were. academics.
The audience tended to be comprised ofpeople who would
be able to help put the concept into practice, either through
polic'y changes orthrough the development of workable plans
for implementation. tven at major conferences in the field
of geeontology, HECP presentations tended to be more pre*
tical than academic.

The natu e of the HECP message and of its intended au-
.. thence mad it a prime topic for the mass media. Scholen en-

couraged me attention, and used it to eipand tile network
around HECP. The project received ayast amount of coverage
in the print media, and was featured in some of the most
popular forums (viz., "Good Morning America," Newsweek,
Time and U.S. News and World Report).

Our evidence further suggests that this dissemination has
led to concrete results. AoA called especial briefing on the
project after learning about 'the published book. Many elder-
ly and many investors seem to have become interested in
equity convelsion after reading about it 'in the newspaper. And

"See earlier case studies, Cited above.

"Telephone conversation with Ken Scholen, March 1982.

.#
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the project's reports and newsletter led direthly to qontacts
throughout the United States with institutions interested in
beginning such a program. Proposition No. 3 is clearly sup-
ported.by the HECP experience. .

Proposition No. 4: Utilization is facilitated when the research
Involves a "synthesis" and "development" activity.

With HECP, development aCtivities were intrinsic to its e

demonstration activities (the pilot projects). HECP staff and
consultants developed usable tools, such as the cash-flow
planning model, explicitly for the pilot projects' use. without
this.support, these projects probably would haveialtered. In
this sense, the experience of HECP supports Proposition No.
4.

The evidence supporting a cause-effect link between
development activities and utilization is somewhat am-
biguous, however. It is not clear if HECP'S success was due
more to its development activities or to its demonstrations,
since the two are -interconnected., The HECP experience
poses, in fact, some interesting possibilities for combining
demonstration efforts with other R&D projects. (We pr(sent
these as a proposition at the end of this chapter.)

Proposition No. 5: Utilization occuts when there already ex-
ists a large audience of policymakers and practitioners with
a strong ihterest in the topic and a desire to.do something
about it.

The experience of HECP SuppOrts thii. proposition.
Although few policymakers or practitioners had been aware
of home equity conversion' prior ,to HECP, there was
Widespread interest in the problems of income maintenance
and housing for-the elderly. Because of the economy, these
problems have defied l'aditional solutions: HECP was suc--

*c cessful because it 'presented an acceptable alternative. It
designed plans that met the needs of the elderly while pro-
viding a profit incentive for investors and a low-cost solution
for public authorities. It was the right-idea at the right time,
and this feature unquestionably was the most important
precondition of HECP's success.

37-
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Proposition No. 6: Utilization is facilitated when the find-
ings of a single study have been confirmed by other
researchers.

We have no evidence from the case study to support or
refute this proPosition. In fact, the nature of the HECp "pro-
ducts" may make this proposition Irrelevant. HECP was not
primarily a research study producing new research informa-
tion. It was a research, development, and demonttration pro-
ject that primarily synthesized existing information. In our
case study of the two projects on battered elderly (from which
this proposition derives), it waS important for explaining the
utilization of the findings. Both projects involved original
research on a relatively new topic. Thefact that there'was
more than one project on roughly the same topic allowed

, readers to synthesize the information themselves. In our other
cases of high utilization; we noted that project ,staff per-
formed this synthesis for the audience. It may be, then, that
this proposition is More applicable to projects that are
oriented more toward basic research than to applied research.
It may be the counterpart to Proposition Ne. 4 for such
projects.

One element of HECP's successful history of utilization
that is not covered by these,six propOsitions is the'concomi-
tent role that project staff played in research, development,
and demonstration activities. All three activities were occur-
ring simultaneously throughout the life of the project. In all
three, the same staff and cOnsultants were involved. Thus,
the HECP configuration of activities not only brought
"knowledge producers" and "knowledge users" together; in
some instances these groups of people were the same. In ef-
fect, HECP eliminated the "gap" between knowledge produc-
tion and knowledge utilization Tat utilization strategies are
ypically designed to bridge.

We would not go so far at to say that all research projects
should include both development and demonstration com-
ponents. It is unlikely that the success of HECP was due to
the fact that all three components occurred simultaneousl
(rather than sequeintially) or that they oc rred underlhe same
administrative roof. More probably it was the researchers
participated also in these other activities tha enhanced the
utilization of the findings. As the developme nd demonstra-
tion activities were pursued, the researchers could mold their
knowledge to the specific circumstances and make the in-
formation more usaPle.
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These thoughts lead to thejoilowing new ;proposition:

7

Proposition No. 7: The utilization of research is facilitated
when the researchers themselves become involved in the
development and demonstration of their findings.

We offer this proposition tentatively, pending confirthation.

Summary

In the preceding paragraphs, we ieviewed the history of the
Home Equity Conversion Project in light of six propositions
about the utilization of research. The evidence supported five
of these propositions, seemed irrelevant In the case of one,
and generated a seventh. Overall, the close similarity between
the five original propoSitions and the history of HECP is strik-
ing. The activities and products that GR1 has repeatedly found
to be most beneficial were also,those that HECP empha-
sized most. The high degrep of utilization of HECP's produdts
is not surprising. ..

L
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D. IMPLICATIONS FOR R&D MANAGEMENT

The complete inventory of policy implications that have
been generated from GRI's series-,of case studies numbers
'nine. Of these, the evidence from the Home Equity Conver-
'sion Project supports the following six:41

UR lization strategies should discriMinate be-
tween "research" and "development" projects.

Utilization strategies should focus on linking
people, not products, and should encourage
vigorous networking efforts throughout the life
history of a development project.

Research-funding agencies such as AoA should
, vigorously sUpport the dissemination of project

materials to audiences other than researchers.
The likely form of these materials will be either
usable tools or brief summaries of Me findings.

R&D fundln0 agencies such as AoA should con-
sider who shall be responsible for the products
in which-they have invested, 'once the original
development effort is over. (Responsibility in-
cludes responding to questions about the pro-
duct, monitoring its utilization, and determining
when new modifications are appropriate.)

1.0n1y three of the existing list of action implications are excluded here.
All three came from Case Study No. 5, which coKerned the most "research"
oriented of the projects we have examined. The reftining six appear to apply
equally to research-, development-, and demonstration-oriented projects.

41



Research sponsors should consider the probable
level of audience interest in and need for the pro-
ducts in planning utilization strategies for them.

Sponsors should make use of press releases that
provide a clear statement of research findings (In
non-tebhnical language) and of their potential
significance.

The Home Equity Conversion Project provides- strong
evidence for each of these implications. More than any case
we have examined to date, HECP efforts seem to haveteen
focused explicitly on developing usable productS, "linking"
people, disseminating materials, taking responsibility for its
products, acknowledging its audience, and using the popular
media. ,

Part of the impetus for these utilization-oriented tactics
could have been the nature of the topic; but certainly another
impetus was the orientation of the HECP Project Director. Not
only were practitioners accepted as legitimate members of
the audience for H ECE products; they were viewed as essen-
tial for the success of the project. Perhaps it was this explicit
acknowledgement of legitimacy that allowed HECP tO natural-
ly follow a utilization strategy that GRI has develoWd during
the course of its studies on exemplary AoA projects.

5i
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PEOPLE INTERVIEWED FOR CASE STUDY

Ms. Bronwyn Belling
Reverse Annuity Mortgage Program
San Francisco Development Fund
Corte Madera, California

Mr. Doug la Browne
Senior Home wner Cooperative
Division of Community Development
Belleville, New Jersey

Ms. Deborah Fugertschuh
Former Director
Home Equity Project
Madison Development Corporation
Madison, Wisconsin.

Ms. Donna Guillaume
Director
Home Equity Living Plans
Buffalo, New York

Dr. Ftences Jacobs
project Officer, Home Equity Conversion Project
Division of Research and Evaluation
Administration on Aging
Washington, D.C. .

Mr. Max Kummerow
Home Equity Conversion Project
Wisconsin Department of Health and Social Services
Madison, Wisconsin

43 52

_

.,

-..



Mr. Jorge Lambrinos
Majority Staff Director
Subcommittee on Housing and Consumer Interests
Select Committee on Aging
U.S. House of Representatives
Washington, D.C.

Dr. Harry Posman .

Director, Divipion of Long-Term Care
Former Director, Division of Research and Evaluation
Administration on Aging
Washington, D.C.

Mr. Ron Rosner
Divisio'n of Research and Analysis
Wisconsin Department of Revenue'
Madison, Wisconsin

Mr. Ken Scholen
Director, Home Equity Conversion Project
Wisconsin Department of Health and Social Services
Madison, Wisconsin

Ms. Gall Shirtian
Member, Senator Timothy Cullen's Staff
Committee Clerk, Committee on Aging, Business and
Financial Institutions, and Transportation

Wisconsin State Legislature
Madison, Wisconsin

Mr. Waymon Winston
Executive Director
Westside Conservation Corporation
Milwaukee, Wisconsin

Ms. Rita Wlodarczyk
Chair .

Monona Senior Citizens Commission
Monona, Wisconsin
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APPENDIX A

Major Publications cif the Home Equity
Conversion Project

Soho len, K. (Ed.) Unlocking home equity: New ideas 'for
homeowners. Summer 1979.

Soho len, K., & Chen, Y.P. (Eds.) Unlocking home equity for
the elderly. Cambridge, -MA: Ballinger, 1980.

Scholen, K., Kummerow, M., & Drury, M. Unlocking home equi-
ty through tax deferral. June 1, 1980.

J acobs, B. Notes on the assessment of the potential for home
equity conversion. August, 1980.

Moon, M. Home equity. conversion and means-tested pro-
grams. Fall 1980.

Home Equity Conversion Project. Pilot projects on home equi-
ty conversion: Working papers and proposals. October 1980.

Guttentag, J. Criteria for assessing home equity conversion
programs. November 1980.

Weinrobe, M.D. .The renegotiable RAM. January 1981.

Home Equity Conversion Project. Property tax deferral
background and statute. January 1981..

Wisconsin bepartment 4of development. An evaluation of
Wisconsin's housing and neighborhood conServation pro-
gram home improvement loans. -January 1981.

Home Equity Conversion Project. Pilot project update.
February 1981.
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Schoien, K. New developments in private sector home equi-
ty conve?sion loans. Febfuary 14,1981.

.

Kaplan, Smith & Associates, lrlc. Special study on reverse an-
nuity mortgages. March 1981.

Weinrobe, M.D. Consumer safeguards fot instruments unlock-
ing_home equity for the aged. March 1981.

Garnett, R., & Guttentag, J. Modelling the Buffalo plan. Sum-
er 1981.

HOme Equity Conversion Project. Pilot pioject update #2.
June 1981.

Home Equity ConVersion, Project. Home equity financing for
-rental unit conversion. June 1981.

Scholen, K. A guide to sale leaseback arrangements for older
homeowners and their attorneys. Draft. June 1981.

Campbell, J. Real estate limited partnership- and sale
leaseback plan, June 1981.

San Francisco Development Fund. Operating Manual (180
pages). September 1981.

Home Equity Conversion Foroject. Pilot Project update.#3:0c-
tober 1981.

Kumrnerow, M. A federdhrole in reverse annuity mortgage
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APPENDIX B

Newsletters Distributed by
the Home Equity Conversion Project

November 26, 197942

Topics include: (1) the Ballinger book, (2) the AoA
solicitation on home equity conversion, (3) an up-
date on Wisconsin home improvement loans, (4)
an announcement that Fouratt signed first con-
tract, (5)' an announcement of RMSP survey of
Wisconsin older homeowners, (6) an announce-
ment that the Madison Developrnant Corporation
received a planning grant from DLAD, (7) an an-
nouncement of Minnesota's progress with
reverse mortgage instrument, (8) an update on
Buffalo's plans, (9) a description of the RMSP in-
volvement in the Wisconsin property tax defer-
ral analysis, (10) a review of other research spon-
sored by AoA that has a bearing on home equity
conversion, (11) an updated' bibliography on
home equity conversion, and (12) an announbe-
merit of forthcoming research on financial
aspects of home equity conversion.

February 16; 1980'

Topics include: (1) an announcement and-
description of AoA grant award, (2) an announce-

, ment of a Ford Foundation grant to support the,
pilot project in San Francisco (with a description
of project), (3) an update on tha' content of Ball-
.inger book, (4) in announcement about Ahe

"These were disinbuted under the auspices ofthe Reverse Mortgage Study
Project RMSP.
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availability of an interim report on ,the home
repair and improvement lOan program in Wiscon-
sin, (5) an update on the pilot project in Madison,
(6)' an announcement that a Pennsylvania S&L
was the first to file a reverse mortgage plan with
the..Federal Home Izoan Batik Board since en-
abling regulations-were issued on January 1979,
(7) an update on the survey of Wisconsin
homeowners, (8) an announcement that RMSP is
developing a proposal for property tax deferral
lor Wisconsin, and (9). an announcement that
RMSP is developing computer software for finan-
cial analysis of equity conversion plans.

October 1, 1980

Topics include: (1) an announcement about the
Ballinger book, (2) a description of the HECP pro-
ject, (3) a brief description of the 5 pilot projects,
and (4) a listing of major research activities of
HECP.

Januar9 1981

:Topics include: (1) the White House Conference
on Aging Mini7Conferencecn Housing meeting
and resolution on home equity conversion, (2) the
announcement that the Ballinger book is
available, (3) the .announcement that Boiling
Springs S&L in New Jersey became the fifth lend-
ing institution in the nation to offer a reverse
mortgage loan, (4) an update on the pilot pro-

jects, (5) an announcement about the new
reverse mortgage loan instruments and r*search
reports that were available, (6) an announcement
that the home repair loan program evalu'ation
was complete and aviailable, (7) a description of,
the use of pension funds for home equity con-
version, with reference to Donald Smart, (s) a
report on public interest and awareness of home
equity conversion, as evidenced by media
coverage and the amount of mail received by the ,
project, (9) an Update orr the proposal for.a pro
perty tax deferral plan, (10) an announcement of
three discussion papers produced by HECP and
6ailable to readers, and (11)-a descriPtion of
forthcoming research Cy HECP.



June 1981

Topics include: (1) a description of the findings
from B. Jacobs' research on the potential na-
tional market for home equity conversion, (2) a
description of the "Guide toSale Leasebacks"
that the project is developing, (3) information that
several insurance companies are seriously look-
ing into the issue, (41 report about the WiScon-
sin State Employees Union proposal for in-
vesting pension funds in home equity conversion
projects, (5) a progress,epo4 on pilot projects,
"(6) an announcement of a ñb report by M.
Weinrobe on consumer safegu rds, (7) an an-
nouncement of the Kaplan, Sm' h & Associates
report completion, (9) information about IRS rul-
ings that affect equity conversion plans, (10)
description of equity conversion for financing
conversion to income-producing rental units,
congregate housing, etc., with names of con-
tacts,{11) information about equity conversion
plans to promotearighborhood reinvestment,
and (12) an upditeion "public awareness."

4
October 1981

Topics include: (1) an announcement that first"
contracts were signed in San Francisco, Buffalo,
and Milwaukee, with full description of contracts
and their significance, (2) an announcement
about pilot project interim reports, (3) a descrip-
tion of the American Homestead plan, (4) an an-
nouncement that the property tax deferral bill
was enabted in Wisconsin, (5) an announcement
that J. Guttentag's report on the cash flow model
is available, (6) a description of forthcoming
research by HECP, (7) a report on national in-
terest in equity conversion, (8) a report on IRS rul-
ings that would be made, and (9) an announce-
ment that B. Jacobs' report on the, national
potential for home equity conversion was final-
ly available.

5,9
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February 1982

Topics include: (1) an annpuncement that AoA
funding was endin-g, and that they had incor-
porated as a private, non-profit corporation (the
National Center for Home Equity Conversion);(2)
an announcement about the GAl case sludy'on'
the HECP, (3) an update on the American
Homestead plan, (4) an update on Fouratt pro-
ject, (5) a report on the activities of the American
Bar Association in equity conversion,16) an an-
nouncernent about two reports from the project,
(7) an announcement that pension fund invest-
ment in equity conversion and the first signifi-
cant secondary market development "are edging
clo r to reality," (8) an announcement of another
c ntract signed (In Madison), (9) an announce-
ment about the availability of home equity credit
lines in California, (10)an announcement about
the resolution passed by White House Con-
ference on Aging, (Il)a description of the issues
being addressed by the President's Commission
on Housing, and the role HECP played, (12) a
description of the research report produced by
M. Drury, a project consultant, (13) an update on
thl property tax deferral program in Wisconsin,
(1tr an announcement that the San Francisco

., pilot project is expanding into other areas of
California, (15) an update on the Buffalo project,
(16) an update on the New Jersey project, (17) a
description of deferred payment loans for home
repairs, and an announcement of a project report
(by M. Kum merow) on the subject, (18) a descrip-
tion of the anti-poverty potential of equity con-
version, and report on subject by HECP (B.
Jacobs), (19) an announcement of conferences
on topic, and (20).an update on public interest
in home equity conversion.

.j
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AP12ENDIX C

Wisconsin Property Tax Deferral Bill
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Myr= 1105g. 74.03 (g) of the statutes is armlet to reads

74.03 (4) 11111431QIII3ff MAST fl,ztJT, 27=ST. If the first

lastalasat of the real estate taxes sr spacial assessemets se charged is

est pail oa or Were Janeary 31, the whele,mmoluat 41 sunk real -estate

taxes Sr special assessmests shall become (se asd poyable and shall be

dialectal. together with unpaid personal propertylnices. sa or before the

last day Of'fsbriiary hy the hien. city or village treasurer. All suck

taxes mid assessments remaining Impale on narnk 1 are dellaeneat led *WI,

be retnnumi ts the Chanty treasurer an Presided in s. 74. 17.--smen,

except that the taxes due fron_lndividuals who receive loans under 'WA.

21' of eh. 77 are set delinquent if they are paid on or before the sect

Jansery I. twaingwest taxes shall bet collected by the chanty treasurer

with Interest at the rats ef sae percent per neath sr traction thereof

from .7assary 1 sett preceding.

33C220111 11f14. 74.02 (gl'ef the statutes is manacled to reads

74.03 (4) D1174110DIDIT 2nD 321112ALX317: LISTISZST. tacept as provided in

s. 74.025, the led instalment of real estate taxes mid special,

ashassemsts remaining unpaid en Angust,1 shall be dellsgneat and shall be

subject te interest at the rate of en* percent pIr seeth sr fraction

thermal from January 1 sett preceding until paid sr.ustil Eie property

apse which sack taxes are levied is Seld at the next tax sale aS erovidbd

by law, except that the taxes due from islividnals -Wu reciive I.Laa under
. .

rt of ch. 77 are est delinquent if they are paid on or before the

hitt Jimmy? I.

SM=0111 1170g. 74.031 (3) ef the statutes is ammaded te reeds

74.037 (3) parrAuceses DUI. 11214112.22ni. Suck ordinance may pestps4

the ilia for the payment of a parties of the real estate taxes assessed la

I:eh city, village or town for set to weed menthe from Januar? 31 so
A

that Mel estate taxes emy he plaid te thin city. Xillage sr tows treasurer

la 3 er more lastalaants beginning sa sr bolero Jessery 37. each UP be due

ai the last day of the metth designated. midst thu denditioss here ftar

phdified including the fixing 44 minimum payouts. On asy.ins

data 4 taxpayer nay pay the balance 44 the Eases lee. -luck rlingat nay

establish penalties for failure le pay lastalmeats when dee, except that

the penalties say Set ePOly to persona who receive local-under subck. rd
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of ek. 77 and who pay the instalmaet ny_tke January 1 after it is du's.

Suck ordinaace most provide that not less than an aggregate el onekalf of

any .tax paid in iastalmanta shall be due and payable on or before April

30. SECTION 1110m: 74.031 (5) of the statutes is amended to read:

74.031 (5) DELINQUENT rust, nismmarr; INTIMEET. Rhea the first

instalment of tle reel estate taxes or special assessmeatz se charged is

met paid ma or bofore January 31, the whole amount of such real estate

taxes er special meats shall become due sad payable and Skall be

collected, together with unpaid perseaal property taxes, ea or before the

last day of febreary by the town, City Or village treasurer. All such

taxes and special =ants remain.tag unpaid On March 1 Shall be

delinquent, mei xcept that the taxes due from individuals who receive

loans under subck. IV of cl. 77 are not delinquent if they are Paid before

the next Januarr 1. Delinquent taxes shall bm collected by the town, city

or village treasurer with Interest at the rate ef one percsat per math or

fractious thereof from January 1 next preceding.

SECTION 1110r. 74.031 (4) f the statutes is amended to read:

74.031 (G) 021122 DELINQUENT /11STALMENT5: =MUST. 22 any taxes, the

payment of which shall have.been thus postponed, shall not be Paid in full

ea or before the final date fixed in such ordiasace, the unpaid portion of

Sech postponed pares shall be delinquent, .04...mook. except that the taxes

due from individuals who receive loans uader sukch. IV of ch. 77 are not

delinquent if they are paid before the next January I. Delinquent taxes

shall be Collected together with interest thereoa at See percent per moath

Or fraction thereof from January 1 preceding in lieu of accumulated

penalties imposed pursuiat to sub. (3). Any suck taxes remaining

delinquent oa August 1 shall be returaed to the County treasurer for
-

collection ai provided in sets. (5).

SECTION 1115p.

read:

Chapter 77 (title) of the statutes is ameaded to

=Arm 77

TAXATION OP POSEST C207LAUDS4 PEAL zsrxrm TRAMPER rtzs,
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stcrlom 1125r. .Subebaptar IV of chapter 77 of tho statutes is

ChAPTIllt 77
creatsd to raid:,

2 SUSCIAPTSS IV'

3 PSOTOXTT TAX 017222AL

4 .77.43 pt/SPOSE. The legislature fluds,that oldar individuals vho lave

5 subsided in their Lames for o substaotla; period of tima have found it

4 difficult to ramie in their oink homes isscausa their incomes are

7 Lasufficleat to cover property tames, which have rise* se the value of

8 their homes jhas increasted. The logisIstuse fiats that it Is in the public

5 ist 00000 to create a program vharaby ttus lona acuity accrued tO these

10 individuals is made available 4s security for loaas that ass appliegi to

11 U. paywast of property tames se that more older individuals can remain in

12 their homes.

13 77.44 DIF12ITI025. In this subchapter:

14 (I) 'Coarser . means a natural person vibe is at Dust 60 years of ase

15 et the time of the participant's initial application and vhc last am

16 ownership imterest ia the qualifying dvelliag malt of a participant in the

17 program. The names of all coovsers shall appear on the imitial

IS Application of the participant. Tor purposes of this subchapter, spouse

1$ has aa owierskip interest ia the qualifying droning limit of the other

20 spouse.

*12' (2) 'Deportment* weans the departmest of revenue.

22 (3) 'Fre. and clear mamas that rights to trassfer full title te

23 ,the qualifying dwelling wilt after satisfaction of permitted obligations

211 mre vested in.the participant and coovaars.

.23 (4), tparticiphat means a natural person 45 years of sis'Or Older

24 vho hae.bees accAlted isto the program.

27 (5) 'Yermitta4; obligatioas' somas the total amount of outstanding

. 28 liana aag ludgmeats on the qualilyisg dwelling Mein id than' ameuat does

.25b mot asceed 55,0.00. For Purposes of this subchapter, housiag and

-30' rshabilitatioa loans' under S. $60.06 and llama arisisq under this

31 subchapter stall mot ne c4nsidarod outstanding Ileas or judgments in

32 computing U. amount of permitted obligations.

33 (S) 'program' means tho program under this subchapter.

34 (7) 'Qualifying dvelliag male means dwelling unit, not iscluding

35 a mobilu hose es defined ia s. 66.055. locatad in this state, labitabla 'as

6:)
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1 a PormaaesC residence and to which ,property taxes are, or say con aaaaa ntlq

2 be, allocated and up to ohs acre of land appertainang to it held ira UmN
3 Lugo o'wnership as the .dwelling unit. roi purposes of this subchapter,

4 *gualIfyiag unst includes a unit in a,. condominium Or in

cooperative or in multi-unit dwelling with 4 r tower units, but in all

of these 3 cases only the portion of taxes allocable to the unit lived in

7 by the participant nay qualify tor loans under this subchapter.

(1) *Secretary' means the socretary of the dapartment.

77.0 ALICIIIILITT. The departoest shall sake loans to participants

10 whel

11 (1) Apply on forms prescribed by the depart:sant for loan to par

12 property taxes by June 30 of the year in which GU taxes are payahle on a

13 qualifyiag dwelling unit;

14 (2) Seaside in the qualifying dwelling limit more Chas $ months of the

IS yaar preceding each year of participation, but temporary residency in a

1$ health care facility may be substituted tor aay portion If this 0-month

17 residency;

IS (31 reap 'continuously in effect during the period that a loan is

19 outstanding under this subchapter fire and exteadad casualty insurance

20 policy os the qualifying dwelling unit-satisfactery to the department and

21 permit the deportment to be named on the policy as an !allured; and

22 (01 Either individually or with other coowners own the qualifying

23 dwalling unit free and clear. If the qualifying dwelling unit is owned

24 with coovners, each of these persons must approve the application under

23 sub. (1).

2$ (S) farmed no sore thas 920,000 in income, as defined under s.

27 71 09 (7) (a) 3, in the year prior to the year is which the property taxes

2$ ,for which the loam Is made are due.

29 77.053 TAANSrElt Or INTrIEST. If a participant c sssss to reside Is a

30 qualifying dwelling unit, and' if the participant's total ownership

31 interest in the qualifying dwelling unit is transferred to one er more

32 Coointorn In that unit, a coowner may assume the participant's account by

33 applying to the department if the coowner resides in tha qualified

34 dwelling unit. Upom approval of the application, +lad af t3e cuowner is 03

30 years of age or older, the coowner shall become t participant in the
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1 program aad shall qualify for program loans. A coowner bas sot

2 attained the ago of 65 at the time of applicatioa under this sootiest may

I assume the account of a participant but shall not become a participant or

4 Qualify for program ,loaas until the coowner attains the age of 15.

5 AdditiOnal coo aaaaa may not bm"added to the loan agreement after the

6 isitial aPPlication under S. 77.45 (1) has boom accepted by the

7 departmeat.

77.64 PROC3Lab 07DATIO3I. (1) The department may antler isto

agreemeatS with participants and their coowuerS te loan funds to paya

10 property taxes on their qurlifying dwelliag units. The aaximum loaa asder

this subchaptar in any one Tsar is limited to 81.800 r the amouat of

12 property taxes levied os the qualifylag dvelliag unit for A. year for

12 which the loan Is sought. whichever is less. Laa&S shall bear interest at

14 a tato determined by the secretary to be sufficiest to moot all espouses

15 arising from Um operatibn of the program.

14 (2) The dopartment shall have all powers that ars reasonably

17 appropriate to the opeiaties of a lean program, lacludAng. without

18 limitation because of esumeratioa. tha power to ester Sato contracts. to

15 v4y or be paid for Le performance of sarvices. to exercise all rights of

20 a aertgagsa as4 to perform other administrative actinism that are necessary

21 In the coaduct of its dutlas under this subchapter.

22 (2) The deplip.meat shall promulgate rules and establish procedures

22 under which applications for loans may be submitted. reviewed and

24 approved: under which repayment of loans ars to be obtainedi under which

25 disputes and claims are to be settled; and under which records are to be

24 maintained.

27 (4) The department nay eater into loan agreements with participants

28 and coowaars who agree:

25 (a) To give the dapartment s lion os the qualifying dw.l1Ag unit in

30 respect to which tha application Is made In the amount of the loan aad of

31 the charges usder par. (el;

32 (b) To repay the loan upon the transfer of the qualllylag dwelling

32 unit by asy 24471, except as provided In s. 77.655 or through the

34 Participant's estate upon death If the participant is the sole ()weer or

35 through the ostato of the last Surviving comfiest WIRO owns the qualifying

6
60



1541 -246. L1ns00111/as
Civ ALL;e11

1 dwelling unit. or upon discovery by the departmeat that a participaat or

2 cseweer has made false statement on the application or otherwise in

3 rspect to the program. or uPom condemnation 4111ftico1uatary conversion of

4 the quelifyiag dwelling unit. or if a participaat( to meet the

eligibility requirements' of s. 77.65 except as provided in sub. (5) or

4 falls te comply with the provisions of this subsection or. at the

7 participant's or coewner's electioa, at aay time before any of the events

enumerated in this paragrapi occurs;

(c). TO pay. upon repaymeat of the loaa. interest speCifled la the

10 loaa agreement; end

11 fell To limit the outstanding liens and, judgments on the qualifying

12 dwelling unit to no sore than tle.permitted obligations.

13 (5) If a participaat in the program c sssss te nest the ligibility.

14 requiremeets ef this section. the departmest, rather than demanding

15 repaymemt under sub. (4/(b1, may allow the particiPant to continue is the

16 program. mai allow the participamt to costinue in the program but be

17 ineligible for additional loans, or may require partial settleimmt.

IS (S) At any time after an application is filed, the department may

1, verify the correctness of the application and any other information

20 regarding the eligibility of the participant. 2f the department finds
,

21 that at the tine a participant received a loam- the participant was not

22 eligible under the program, the department shall notify the participant

23 and may require repaymeat of the loan as determined by the department.

211 17/ (a) The department, its agents or rep 00000 tatives nay examine

25 the books and records of an applicant under this rubcbapter or ether

26 soorCes ef information bearing oa the application to verify the

27 informition provided by an applicant, nay require the production of books.

26 records and memoranda and nay, require testimony and proof ielevant te its

2, investigation. If person fails te furnish information requested by the

30 depertmeat te verify the correctness of the application, the department

31 nay reject the application.

32 (b) Any parses who intentionally files fraudulent information with

33 the department, (or purposes of obtaining benefits under this subchapter

34 may be fisted est 14.0r4 them )10,000 or imprisoned not ;sore than 5 years or

35 heti, together with the cost of prosecution.
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1 (41) A person aggrieved by the depertaeat' under this subchapter may

2 ,appeal that decision to the circuit Court of the comity where the persona's

3 residence is located with-1.a 60 days after receipt of notification of the

4 department's decision.

5 (6) The departneet shell record all liana under sub. (4) (a) en the

title for the property for the meant of the leaa. accrued interest aed

7 other charges.

(10) If the property taxes arm paid under the program after they are

due, the.participent is not liable for a penalty for deliaqueacy wider ss.

10 74.03 (4) azU (6) and 74.031 (3), (5) and (6).

11 77.67 LOAN FUNDING. (1) Loans made or authorised to be made madam

12 this subchapter may be fuelled from the proceeds ef revenue obligatiome

11 isseed subject to and I. accordaace with sub. (5) and subck. XI of ch. IS.

14 (2) The department shay create a system ef fusin asd accounts.

CS separate and distinct from all ether fonds and gccousits ef the state.

16 consisting of revoeues receied under sub. (5), all revemiee receivedjn
4

(7 the repayment of loans made %aster this subchapter and auy linker revenues

IS 4ad4cato4 to it by the department. The departneat may pledge revenues

14 received or te be received by this system of funds aad accounts to secure

20 revoeue obligations issued fox the program. Tbe deperneest shall leave all

21 other powers necessary and conveeieat to distribute the proceeds of the

o 22 . revelose obligations and loan repayments in accordeace with subck. IX of

21 ch. 14.

24 (I) The departieset may tater into agreements with the federal

25 %government, its Solemnise. other agencies r political subdivisions of this

26 state or private individuals er entities to insure or in other manner

27 provide additional security for the loans or re...mus obligations issued

241 under this pectic's,.

15 (4) The departmeet may promulgate rules that restrict eligibility in

30 addition to the requiremeats of s. 77.65 or require the provision of

31 addltiosal socUrity if. in the secretary's judgment. the rules or security

32 axe required for the satisfactory isstance of revenue obligetioas.

31 (5) Revenue obligations may be coatracted by the *ding commission

34 vbs. it reasonably appears to the commission that all oblitgations incorred

35 under this section dee be fully paid from moneys received or antleiDeted

6/
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and pledged to be refeived on a timely basis. Revenue bligations issued

2 for the program shall eOt xceed 410,000,000 ia principal amount,

3 excluding

motes.

5. (0) Unless othervise expressly provided La rasolutioas authorizing
ay

the issuance of aaaaa ue obligations er la other agreements with the

7 holders of revenue obligatioas, each issue of revenue obligations shall he

S ma'a parity with every other eeeeeus obligation issued for the program and

in accordance with saheb. IX of ch. IS.

ebligatioas issued to refund outstaadiag eeeee us obligation

COMM of MUNN AGING AUPS
I245 East wastensten Ase..34ftet74

itasliams.Wf43703

Pheneg10142S7.0022

PROPERTY TAX DEFERRAL FOR TRE ELDERLY

What is the FlOPERTT TAX NTIPONEKENT PROGIAM?
It is a proposal now being considered by the State Legislature. If enacted,
the program would let senior citizens voluntarily thoose to postpone paying

'property taxes for as long as they live in their awn hone.

Sow would the program work?

Each year.older homeowners could thoose between two ways of paying their
property taxes: 1) they could pay them directly to their local government
just as they have always done in eh. past, or 2), they could postpone payment'
until their estice is settled or until they decide to sell chair home. Lf they
choose to postpone payment, then the state dould pay their current tax bill in
full to the local government. The total amount of taxes postponed plus.interest
would eventually be paid to the state from the equity-in the home when the home,
owner dies or sells.
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APPENDIX D

Vignettes

Vignette A
The Westside Conservation Corporation in Milwaukee,
Wisconsin offers a reverse annuity mortgage program to older
homeowners in a low-to-moderate income neighborhood in
Milwaukee. The project began in Spring 1981, with support
from local foundation and United WaT funds that HECP
helped to generate It was conceived as an effort to
couritei'act the proliferation of roomtng hou*es that absentee
landlords were developing out of low-priced homes. The pro-
ject was to stabilize the neighborhood by providing an incen-
tive for owner occupancy

Project staff learned about the Home Equity Conversion Pro-
ject during their initial investigations. HECP was beneficial
to them during this stage of development. The Executive
Director of the Conservation Corporation reports that the
studies and models concerning the economic aspects of .
home equity conversion were particularly helpful as
background information Brainstorming sessions with HECP
staff helped refine the project's goals and activities. The "con-
sultations" have provided opportunities to talk wiaexperts
and to seek additional funding. Funding for the fiN)fear of
operations came through contacts made with foundations
at the first consultation

The Milwaukee project offers a counseling program to assist
the elderly in finding housing To date, one reverse annuity
mortgage contract has been signed with the project. "

"Telephone interview with Waymon Winston, Executive Director, Westside
ConservatiortCorporation, Milwaukee, Wisconsin, November 1981
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Vignette-B
Since March 1980, the San Francisco Development Fund has
been operating the Reverse Annuity Mortgage (RAM) Program
in Mann County, California. The Fund was approached in 1978
by the Federal Home Loan Bank Board to explore the ide
of equity conversion.,Wh Ile researching the state-ofthe-a
in equity conversion, the Fund learned about HECP. The RA
Program has been supported financially by HECP, two lo
foundations, and the Federal Home Loan Bank Board; it has
received in-kind legal and consulting seMces as well.

The program offers a vanety of plans and options that
generate monthly cash payments to senior homeowners. To
date, the Fund has closed 25 loans and has made six refer-
rals to the sale and leaseback program In all, the program
has received over 1,000 inquiries The Mann demonstration
is the first to actually record the Ions on the West Coast
and is also the only program that involves private lenders as
well as private funding for operational expenses.

Throughout the program, the Fund has found HECP to be an
excellentresource In the early stages of development, pro-
gram staff used htensively the proceedings of the first con-
ference held by HECP The proceedings were particularly
helpful in developing the program design and research
methodology HECP serves as an information clearinghouse
as well Through conferences, the project has been in-
strumental in getting j3eople together who are working in the
home equity conversion area In addition, HECP staff h e

provided the RAM program with a list of consultants, s
of whom have prepared special studies for the program One
such study was partially funded by HECP with a direct grant
to the,RAM program

Another way in which the HECP staff have been useful has
been by sharing research studies they conducted on various
loan programs offered by financial institutions throughout
the country Also, the HE CP and RAMA prograM refer to each
other people who are interested in home equity cOnversion
plans One of the RAM staff members noted, "(the HECP staff)
are such a valuableSpsource, we Wouldn't know wharto do
without them ""

"Telephone interview with Bronwyn Bening, Reverse Annuity Mortgage
Program, San Francisco, California, November 1981
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Vignette C
The Home Epuity Conversion project in Monona, Wisconsin
is directed by a nine-member committee composed of com-
munity members (including realtors, financial experts, the
director of a coahtion of agmg groups, a MSCC member, a
senior citizen, and an alderman) The project began in January
1981 with funds from a local foundation, matched with in-
kind contributions from HECP,and the City of Monona.

The project director first heard about the HECP through the
Madison Development Corporation (see Vignette D), on
whose board she serves and which she'helped found.

Pilot pro ject staff conducted email survey of abdut 550 elder-
ly homeowners in Monona to ascertain their interest in

various equity conversion alternatives. The findings re-
vealed a great need for housing among senior citizens, as
wefi as their desire to remain in Monona rather than move.
The HECP director told the Monona project director about
two senior citizen housing facilities elsewhere in Wisconsin,
in which the elderly can buy a unit with th,e equity obtained
from the sale of their house HECP hired the project direc-
tor as a consultant to look into the operation of these
facilities. The project cjecided that a comparable facility
would best meet the needs of the Monona elderly
homeowners, and preliminary ef forts to build the facility are
now underway The project has meteith representatives of
the City of Monona, developers, and the future project coor-
dinator Project staff also conducted personal and group
discussions with homeowners interested in equity
conversion.

The project director found that the HECP staff and their
reports contributed substantially to the development of the
project When she first started the project, she used much
of the resource material for background information on equity
conversion. One of the HECP-staff members participated
directly, by helping to design the questionnaire, conduct in-
terviews with elderly homeowners, and provide information
to them on home eqUity "

"Telephone interview with Rita Wlodarczyk, Monona Home Equity Con-
version Project, November 1981

,
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Vignette D
....,

The Home Equity Project in Madison, Wisconsin was a vie-
year effort operated by the Madison Development Corpoia- ,./
fion (MDC) with funds from a Community Development Block
Grant and the Wisco/isin Department of Development. The
idea for the project came to the director of the MDC when
he attended a conference held by the HECP project. To date,
a feasibility study has been conducted, but the project is not
yet,operational

The HECP was helpful to the Madison project in a variety of
waifs HECP provided office space and other inkind contribu-
tions The HEtP project director served on the board of the
corporation, and helped with various tasks, including the
design orthe feasibility study HECP staff helped develop
the educaticinal materials used in presentations about equi-
ty conversion They also attended the meetings and helped
conduct the survey Through the HECP library, the project
had icsess to technical information that they were unable
to afford themselves Such information included statistical
and research information, annuity tables prepared by HECP
staff, the study on reverse annuity mortgages conducted by
Kaplan, Smith and Associates, and the cash flow planning
model developed by Dr Guttentag These materials were
found to be very usefu l in setting up the project. In addition,
the former project director found that the periodic con-
ferences held by H CF\prved as a good vehicle for exchange
of information The etrnitted pilot project staff to talk about
mutual problems and tb phare ideAs which could be adapted
to "one's own.pilot project "" .

e

te-
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/

i
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,"Telephone interviews with Max Kummerow, Home Equity Conversion Pro-
ject, and Deborah Fugenschuh, Home Equity Project, Deeember 1981.
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APPENDIX E

Media Coverage of
Home Equity Conversion Project

1982

Real Estate Today, 1982.

PBS-TV Nightly Business Report, 1982.

New Jersey Public Television, 1982.

Peterson', J. Knight-Ridder Newspapers, 1982.

Changing Times, June 1982.

"Reverse mortgages move ahead," Savings & Loan News,
January 1982.

Harney, K. "Housing Report," 50 Zrs, January 1982.
,

"Queen for a day," Reader's Digest, Vol. 14, NoN1, January
1982.

Philadelphia Bulletin

Pommer, M. "Expert urges state to fund equity aid,"Madison
Capitl Times, January 7, 1982. ,.

1981

Harney, K. (Col.) "Lifetime income in exchange for equity,"
The Washington Post, December-29,1981.

"Retiree relocation," Runzheimer Reports on Preretirement
Counseling, Vol. 1, No. 1, November 1981.
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"Hope for cash-poor elderly," The Milwaukee Journal,
November 29, 1981.

Pommer, M. "Elderly property tax break delayed for bond rul-
ing," Madison Capital Times, November 17, 1981.

"Reverse mortgage can help elderly persons keep homes,"
(Knight-Ridder News Service) The Qenver Post, November
8, 1981.

"Aetna Insurance operates first volunteer lawyer program for
the elderly," Bifocal, Vol. 2, No. 5, Oct./Nov. 1981.

Groskind, N. "Using equity via reverse annuity mortgage,"
Boston Globe, November 1, 1981.

"Good Morning America" interview, ABC-TV, New York,
October 21, 1981.

"Property rich!' cash poor," Time, October 19, 1981.

Shaman, D. "Equity conversion plans grow," The New York
Times, October 18, 1981.

"Home equity conversion. Pilot projects are moving ahead,"
Mortgage & Real Estate Executives Report, (Warren,
Gorharn, & Lamong, Inc.), Vol. 1, No. 4, September 1981.

"House equity used to,aid the elderly," The New York
Times, September 24, 1981.

Greer, J. "Help for aged homeowners. New plan bolSterS in-
come," Mann Independent Journal, September 20, 1981.

'Shoemaker, J. P. "For the elderly, a way to afford home, siteet
home," The Philadelphia Inquirer, September 20, 1981:

Buell, F. "City launches project to protect elderly owners'
property values," Buffalo Evening News, September 18,
1981':

"Keeping the elderly in their homes in neighborhoods with
rising taxes," Neighborhood Reinvestment R'eport,
September 1, 1981.

Smart, D. "Home equity conversion pension fund vehicle?"
Pension World, August 1981.
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Harris, M. " 'Reverse mortgage comes to Bay Area,"San
Francisso-ChronicIe, August 27, 1981:

Deluca, M.C. "Nation watches test project for Lovejoy
seniors," Buffalo Courier-Express, August 24, 1981.

"Market potential analyzed," HIJD Newsletter, August 10,
1981.

"She's first to sign up for 'reverse annuity mortgage'," San
Francisco Examiner, August 7, 1981.

Harris, M. "On Wisconsin. An editorial. Targeted tax-relief
for the elderly," Milwaukee Journal, August 16, 1981.

Hegel, B. "Home Equity Conversion Programs: Are they
compatible with public Entitlement Programs?" Clearing-
house Review, July 1981.

Pommer, M. "Budget bill benefifs elderly, says Sykes,"
Madison Capital Timesz July 22, 1981.

Schneider, J. "Elderly want to convert home equity, survey
finds," Madison Capital Times, July 8, 1981.

"Unlocking home equity for the elderly," Active Times, (In-
ternational Society of Preretirement Planners), Summer
1981.

Ferguson, J.T. "Unlockin6 home equity for the elderly," book
review in Bankers Magazine, May-June 1981.

"Unlocking home equity for the elderly," book revL in
Economic Books: Current Selections, June 1981.

"A looming challenge: Helping older Americans keep their
homes," Savings & Loan News, May 1981.

'!Wisconsin AFSCME demands in-state investments, mort-
gages for participants," Labor & Investments, May 1981.

Beeman, D. "Aid to 'house-hch' elderly," Texas Realtor, April
1981. ,

"Unrocfcing home equity for the elderly," book review in Mort-
gage Banker, April 1981.

71 7



"Senior homeowners seek cooperative plan," Vailsburg/
Newark, New Jersey Newspaper, April 23, 1981.

Gigot, P.A. "Builders recognizing benefits of meeting elder-
iy's needs," Wall Street Journal, April 15, 1981.

Shively, N.H. "Tax-deferral plan for elderly backed,"
Milwaukee Sentinel, April 14, 1981.

Simms, P. "State, employees' union open bargain'', Wiscon-
sin State Journal, April 11, 1981.

Hannah, S. "WSEU offers investment plan," Milwaukee Jour-
nal, April 10, 1981.

Smith, C.V. "About the 'reverse' mortgage," The San Diego
Union, April 5, 1981.

Miller, J. "Loan plan test for older homeowner," San Francisco
Chronicle, March 1981.

Ouinn, V.J. (Col.) "On reverse mortgages," Newsweek,
March 30, 1981.

Schjonberg, M,F. "Bills would ease property-tax load on
elderly," Wisconsin State Journal, Wednesday, March 18,
1981.

Friederich, C.E. "Elderly tax plan likely to survive," Wiscon-
sin State Journal, March 11, 1981.

Pommer, M. "How can the elderly make it?" Madison Capital
Times, March 11, 1981.

Clark, L.H., Jr., "The outlook. Help for the elderly: A need for
a focus," Wall Street Journal, March 2, 1981.

Will, G.F. "The 'Grandpa bulge'," The Washington Post,
February 5, 1981.

"Tax option plan aids elderly homeowners," Sixty Plus,
Wisconsin State Journal, February 4, 1981.

Harney, K. (Col. ) "Equity plans turns home into pension,"
Chicago Tribune, January 25, 1981. (Syndicated in 27
newspapers.)
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"Legislative rundown," Madison Capital Times, January 24,
1981.

Harney, K. (Col.) "Home equity viewed as a pension source,",
Sacramento Bee, January 4, 1981.

1980

Maersch, S. "There's gold in them thar houses,"
?TheMilwaukee Journal, December 28, 1980. \

.\),
Stout, N. "For the elderly, cash from banks," Westport News,

December 19, 1980.

Jackson, J.R. "Project seeks to help the elderly cash in on
unused home equity," The Baltimore Sun, December 14,
1980.

Harney, K. (Col.) "Could your home be your pension fund?"
The New American, December 6, 1980.

Kendrick, R. "Program wants to help older homeowners get
extra cash," Madison Capital Times, November 28, 1980.

"Reverse annuity mortgages can help retirees supplement
their incomes," American Banker ("Mortgages" column),
November 18, 1980.

Rand, E. "Taping a new source of cash," The New York Times,
November 23, 1980.

Hare, P.H. "Ways to deal with housing crisis," The New York
Times, November 2, 1980.

Chen, Y.P. "Home equity conversion: Maybe we can use
HELP," Generations, October 1980.

"Cashing in on home equity,". San Francisco Chronicle,
. September 3, 1980. ,.

WMTV Channel 15, Editorial Comment, September 3, 1980.

WMTV Channel 15, Editorial Comment, September 4, 1980.

"Housing needs. The choices increase," U.S. News and World
Report, Sej)tember 1, 1980.
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Epstein, C. "Social investing involves public funds," Pensions
& Investments, September 1; 1980.

"Property tax relief," Opinion column, Wisconsin $tate
Journal, AuguSt 28, 1980.

Chen, Y.P. "Elderly homeowner may need HELP," The
Philadelphia Inquirer, August 25, 1980.

"Tax-delay plan aired for elderly," Appleton Post-Crescent,
August 21, 1980.

'lderly tax plan called good, but limited," Associated Press,
Madison Capital Times, August 21, 1980.

"Tax break for elderly backed," U.P.I. The Milwaukee Jour-
nal, August 21, 1980.

"Witnesses disagree on tax proposer Milwaukee Sentinel,
August 21, 1980.

Schjonberg, M.F. "Home equity options opening for elderly,"
Sixty Plus, Wisconsin State Journal, August 20, 1980.

Schjonberg, M.F. "Talks with elderly shaped tax plan,"
Wisconsin State Journal, August 20, 1980.

"Tax-deferral plan likely in '81," Wisconsin State Journal,
August 20, 1980.

Quinn, J.B., "The affluent elders," Newsweek, August 4,
1980.

Smart; D. "Investment targeting. A new direction for pen-
, slon funds," (reprint) from Commentary, July 1980, p. 7-10.

Pommer, M. "Tax deferral plan for elderly picking up
steam," Madison Capital Times, July 31, 1980.

"Deferring property taxes of the elderly," Appleton Post-
Crescent, July 29, 1980.

"A plan to help elderly keep their homes," WITI T.V. Editorial,
July 27, 1980.

"On, _Wisconsin. An editorial. Novel way to ease pinch on
egegt," The Milwaukee Journal, July 27, 1980.
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July 23, 1980.

Eggleston, R. "Tax plan for elderly gets mixed reactions,"
Wisconsin State Journal, Associated Press, July 21, 1980.

"Home equity aids elderly," County News, June 16, 198J1

Gould, W. "Equity idea aids house-rich elderly," Madison
Capital Times, January 10, 1980.

1979

"Asset for elderly homeowners," Buffalo Evening News,
(editorial), October 11, 1979.

"Unlocking home equity. New ideas for homeowners, Aging
in the News, August 1979.

"Novel mortgage idea tested here," Buffalo Courier-Express,
August 12, 1979.

Hadnot, I.J. "Reverse mortgages could help the elderly,"
Milwaukee Sentinel, June 2, 1979.

"Reverse mortgages eyed," Milwaukee Sentinel, April 25,
1979.

"Reverse mortgage: A new method for retirement income,"
New York Times News Service, March 14, 1979.
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