
Reverse Mortgage for an Accessory Dwelling Unit 

 

One of the biggest opportunities that is being missed in senior housing today is the connection between Accessory 
Dwelling Units (ADUs) and Reverse Mortgage financing. 

Many homeowners who are 55 and older are interested in building an ADU, yet few realize that today's Reverse Mortgage 
programs may provide an ideal way to finance their project. 

While there are no comprehensive national studies on this topic, many ADU contractors report that a large percentage of 
their clients are homeowners over age 55. These homeowners are looking for practical ways to improve their properties 
and better prepare for retirement, but many are unaware of the financing options available to them. 

For many seniors, a Reverse Mortgage can provide the flexibility needed to build an ADU without the same income 
qualification requirements or monthly payment obligations associated with traditional loans. 

When considering an ADU project, there are three important questions: 

1. Why do seniors choose to build an ADU?  

2. Why can a Reverse Mortgage be an excellent way to finance an ADU?  

3. Which Reverse Mortgage product is the best fit for a particular homeowner's goals?  

The answers to these questions can help determine the financing strategy that best supports your retirement plans and 
long-term housing needs. 

Why Are More Seniors Building ADUs? 

Accessory Dwelling Units (ADUs) are becoming one of the most popular home improvement projects among 
homeowners age 55 and older. Whether it's creating space for family, generating additional income, or planning for the 
future, an ADU can provide flexibility that evolves with your needs. 



 

COMMON REASONS SENIORS BUILD ADUs: 

Multi-Generational Living 

Many homeowners want to remain in the home they love while having family members nearby. An ADU allows everyone 
to enjoy their own private living space while making it easier to provide support when needed. 

Helping Family with Housing Costs 

With housing affordability continuing to be a challenge, many seniors build ADUs to provide safe, affordable housing for 
adult children, grandchildren, or other loved ones. 

Caring for Aging Family Members 

An ADU can provide comfortable housing for aging parents, siblings, relatives, or close friends who may benefit from 
living nearby while maintaining their independence. 

Aging in Place 

Many homeowners choose to build an ADU specifically designed with accessibility features such as wider doorways, 
step-free entries, and other Universal Design elements. In some cases, it's more cost-effective than remodeling an older 
home. Some seniors even choose to move into the ADU themselves while family members occupy the primary 
residence. 

Living Closer to Family 

Many grandparents simply want the joy of having children and grandchildren just a short walk away while maintaining 
everyone's privacy. 

Rental Income 

An ADU can generate additional monthly income to help supplement retirement and improve long-term financial 
security. 



Guest Accommodations 

An ADU provides a comfortable space for visiting family and friends while allowing everyone to enjoy their own privacy. 

 

WHY IS A REVERSE MORTGAGE AN EXCELLENT WAY TO FINANCE AN ADU? 

For many homeowners, a Reverse Mortgage offers advantages that traditional construction financing cannot. 

No Required Monthly Mortgage Payments 

Reverse Mortgage programs do not require monthly principal and interest payments, as long as the homeowner 
continues to meet the loan requirements. 

Greater Construction Flexibility 

Unlike many construction loans, Reverse Mortgages generally do not require the lender to monitor every phase of the 
construction process or approve contractor draw requests before funds are released. 

Simpler Than Traditional Construction Financing 

Construction loans often require extensive documentation, inspections, contractor approvals, and multiple fund 
disbursements throughout the project. 

With a Reverse Mortgage, funds are generally available before construction begins, allowing homeowners to work 
directly with their contractor without the delays commonly associated with construction lending. 

Having spent many years specializing in residential construction and renovation financing, we've seen firsthand how 
much simpler this process can be for both homeowners and contractors. 

Greater Freedom in How Funds Are Used 

Traditional renovation loans typically require every dollar to be spent on the approved construction project. 



Reverse Mortgage proceeds provide much greater flexibility, allowing homeowners to use the funds in the way that best 
supports their retirement goals. 

 

WHICH REVERSE MORTGAGE IS BEST FOR BUILDING AN ADU? 

There isn't one Reverse Mortgage that's right for everyone. 

Today's Reverse Mortgage programs include several options, each designed to serve different financial situations and 
needs. 

That's why we begin with a comprehensive consultation to determine which solution best fits your circumstances. 

Product Best For Things to Consider 

HECM (FHA 
Reverse Mortgage) 

Homeowners age 62+ who qualify under 
FHA guidelines and whose financing needs 
fit within HECM program limits. 

Government-insured program with strong consumer 
protections. Funds available during the first 12 
months may be limited.  

Proprietary 
Reverse First 
Mortgage 

Homeowners age 55+ or borrowers seeking 
larger loan amounts than HECM allows. 

Often offers significantly higher loan limits (up to 
approximately $4 million). Loan structure and pricing 
differ from HECM products. 

Stand-Alone 
Reverse Second 
Mortgage 

Homeowners who want to keep an existing 
low-interest first mortgage while accessing 
additional equity. 

Available loan amounts range from $50,000 to $1 
million. May allow higher qualifying loan amounts 
than some first-position Reverse Mortgages. 

 

OTHER FINANCING OPTIONS WORTH CONSIDERING 

Although Reverse Mortgages can be an outstanding way to finance an ADU, they aren't always the best solution. 



Because we specialize in all senior lending products, we'll help you compare every available option. 

Product Best For Advantages 

Senior 
HELOC 

Homeowners age 62+ who want flexible access 
to home equity while making interest-only 
payments. 

Fixed-rate draws, interest-only payments for the life of the 
loan, and often higher loan-to-value limits than Reverse 
Mortgages. 

HELOAN 
Homeowners who prefer the predictability of a 
fixed-rate loan with a lump-sum disbursement. 

Fixed payments and, in some cases, higher borrowing 
capacity than Reverse Mortgage programs. 

 

Our Philosophy 

Our goal isn't to recommend a Reverse Mortgage. 

Our goal is to recommend the financing solution that best supports your retirement goals, your family, and your long-
term financial well-being. 

Sometimes that's a Reverse Mortgage. Sometimes it's a Senior HELOC, a HELOAN, or another lending solution. 

We'll walk you through every option so you can make an informed decision with confidence. 

 

 


