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Overview

Elder financial abuse is a growing threat to our nation’s older adults. Research suggests that at least 20
percent of adults age 65 and over have been victimized by financial fraud and abuse
(http://www.giaging.org/documents/EIFFE_Survey Report.pdf)

In 2010 alone, reported instances of scams and fraud against older adults resulted in losses of about $2.9
billion. Since most cases of elder financial abuse go unreported, however, aging experts and researchers
believe this number is much higher than the actual total amount of money lost to these schemes and
frauds. One study

(http://www.giaging.org/documents/Under_the Radar 05 12 11 elder financial abuse_report.pdf)

by Cornell University suggests that the prevalence rate of elder abuse, including financial exploitation, is
some 24 times higher than what is currently reported.

These numbers are expected to grow as the older adult population in the United States swells to a record
71 million people over the next few decades. With many older adults living on limited incomes, a massive
financial loss due to fraud could plunge them into financial, physical, and psychological trauma.

The disruption to their financial stability can push many older adults onto already-stretched-out federal
and state support programs, cause them to lose their homes, and the stress and depression that can be
triggered by their victimization can impair their mental and physical health. The current level of awareness
and prevention education is not adequately halting the threat of elder financial exploitation and more
needs to be done to protect the hard-earned savings of our nation’s older adults.

Why older adults are targeted

Older adults have, sadly, become a major target of fraud and scams, perpetrated by a variety of individuals -- from strangers to their own children.
Older adults are seen as a profitable and easy target. As a population, older adult households have 47 times more wealth
(http://www.pewsocialtrends.org/2011/11/07/the-rising-age-gap-in-economic-well-being/) than their younger counterparts. Many own their own
homes outright and have secured a lifetime of savings in their bank accounts.

Many older adults are generally more trusting of others; part of it is cultural as they grew up at a time
when etiquette required responding to a polite inquiry or plea from a stranger. These earlier
generations do not approach financial advice or suggestions from telemarketers, advertisers, and
even known acquaintances, with the same skepticism that younger people do.

Another element influencing trust levels concerns how cognitive assessment of certain situations
changes over a lifetime. Recently, researchers at UCLA
(http://www.pnas.org/content/109/51/20848.full) determined that older brains do not pick up on social
cues indicating that someone is lying or that something in a situation may be “off.” The social isolation
that many older persons deal with can also contribute to a willingness to engage in a conversation
with an unscrupulous person. Unfortunately, these factors make older adults attractive targets for
strangers, professionals and even family members who hope to make an easy profit at the expense
of an unknowing older adult.

Types of abusive scams and fraudulent practices that target older adults

A 2011 report from the MetLife Mature Market Institute entitled The MetLife Study of Elder Financial
Abuse: Crimes of Occasion, Desperation, and Predation Against America’s Elders
(http://www.giaging.org/documents/mmi-elder-financial-abuse.pdf)  defines elder financial abuse as
follows:

Elder financial abuse appears to fall into three types of crimes: occasion, desperation, and predation.

Crimes of occasion or opportunity are incidents of financial abuse or exploitation that occur because

the victim is merely in the way of what the perpetrator wants. Crimes of desperation are typically
those in which family members or friends become so desperate for money that they will do whatever it takes to get it. Many of these family
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members are dependent on the elder relative for housing and money. Finally, crimes of predation
or occupation occur when trust is engendered for the specific intention of financial abuse later. A
relationship is built, either through a bond of trust created though developing a relationship
(romantic or otherwise) or as a trusted professional advisor, and then used to financially exploit the
victim (http://www.giaging.org/documents/mmi-elder-financial-abuse.pdf)

The specific ways that older adults are deprived of their financial security by strangers are many,
and growing. Some of the more common schemes are:

* Lottery and sweepstakes scams where an older adult is
informed that they have won the lottery and must send in
money to cover mailing and other related expenses before
receiving winnings.

» Grandparent scams in which someone calls an older adult
claiming to be their grandchild and asks for money to get out of
an emergency situation.

* Internet phishing for account information, often done by
emailing an older person with a false claim from a bank and then asking for personal account
information.

Trusted professionals can also drain an older adult’s account through methods such as:

* Predatory lending, where older adults are convinced
to take out harmful or unnecessary loans.

¢ Annuities that will not mature until much later in their
lifetime when an older adult would be in their 90s or
over 100.

* Investment schemes that promise unrealistic returns
on investments.

+ Identity theft, where individuals who receive an older
adult’s information might use it to fraudulently open
credit cards or steal from the older person.

* Roof repair, yard work, or home repair scams where work is not done or badly done, yet the
homeowners might be charged excessive amounts for the work.

* “Financial Certifications” that have no real meaning, but are used to engage older adults into
allowing these so-called financial planners and advisors to handle their finances.

Friends and family members are often trusted to help manage an older adult’s
finances and may abuse that role by using methods such as:

» Power of Attorney and joint/custodial bank accounts
in which family members, after obtaining power of
attorney or opening a joint/custodial bank account
with the victim, might use them to steal money for
their own use. In addition, family members might
use ATM cards and checks to withdraw money from
an older adult’s account.

* Threats of abandonment or physical harm unless
the older adult gives the family member money.

* Neglect to care for the older adult, potentially using the victim’s money for personal needs.
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Effects of elder financial fraud

Older adults are typically less able to cope with financial setbacks due to their fixed income, and some may turn to federal and state benefits to
cover daily expenses. In some cases, victims of elder financial exploitation lose not only their savings but their possessions, including their homes
— homes where they have lived their entire adult lives. Many of these victims see very little of their money returned even if the perpetrator is
caught. Unlike younger victims of financial fraud, older adults do not have the working years ahead of them to recoup those losses. The stress
and shame that victimized older adults feel leave them emotionally traumatized, affecting their physical and mental health.

According to the FBI, older adults are less likely to report fraud
(http://www.fbi.gov/scams-safety/fraud/seniors) because they do not know where
to report it, are too ashamed at having been scammed, or do not know they have
been scammed.

Underreporting of elder financial exploitation is a huge concern, as it hinders the
ability to see and react to the extent of the fraud and scams facing our nation’s
elders.

Philanthropic efforts to fight financial fraud

While Elder Financial Fraud has been an issue for years, there is renewed interest
due in part to the creation of the Consumer Financial Protection Bureau.
Philanthropic efforts on elder financial abuse tend to focus on research and
education for consumers and caregivers. Recent examples include:

The Retirement Research Foundation (http://www.rrf.org/) in 2012 made a one-year grant in the amount of $45,000 to the National People’s
Action in Chicago, lllinois. The grant helps NPA continue an advocacy campaign to end predatory lending practices targeting older adults.

» The Archstone Foundation (http://www.archstone.org/) is supporting the Home Lending
Protection Project, a collaborative of partners focused on preventing and addressing abusive
and predatory lending practices against seniors. The project created a universal screening
tool, conducts community education, and provides social and legal services to redress
abusive practices.

» Bank of the West (https://www.bankofthewest.com/), in partnership with the Elder Financial
Protection Network (http://www.bewiseonline.org/), created a consumer awareness program
on elder financial abuse prevention and piloted the program in three California cities.

» The Louis W. & Gladyce L. Foster Family Foundation and the FINRA Investor Education
Foundation (http://www.finrafoundation.org/) help support the Stanford Center on Longevity's
Financial Fraud Research Center (http://fraudresearchcenter.org/) in its research and
educational efforts.

Other avenues that could be explored by grantmakers include educating banks and other financial institutions about ways to help prevent financial
fraud and abuse targeted toward older adults.

Trending Topics

The effect of payday loans

Payday loans and direct deposit advances are short-term loans with high interest
rates. Many of these products cannot be repaid in installments and do not take
into account a customer’s ability to repay. As a result, when the loans come due in
full with interest, in about two weeks, customers may end up taking out another
loan to pay for expenses, thereby becoming trapped in a cycle of debt. While there
is acknowledgment of the negative effect of payday loans and direct deposit
advances on the public in general, there have been very few initiatives that directly
look at their effects on older adults living on a fixed income. Since many older
adults receive regular Social Security payments, they are often targeted by
originators of these loans.

Recent projects and research on this issue include:

* A 2013 report by the Consumer Financial Protection
Bureau on Payday Loans and Deposit Advance Products
(http://www.giaging.org/documents/payday-
loans_Consumer_Financial_Protections_Bureau.pdf)
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* Reports from the Center for Responsible Lending on Big Bank Payday Loans
(http://www.giaging.org/documents/payday-
loans_Consumer_Financial_Protections_Bureau.pdf) (2011) and Triple Digit Danger: Bank
Payday Lending Persists (http://www.giaging.org/documents/Triple-Digit-Bank-Payday-
Loans.pdf) (2013).

* A 2010 report on “Stopping the Payday Loan Trap” by the National Consumer Law Center.

» A July 2013 hearing conducted by the United States Senate’s Special Committee on Aging on
Payday Loans: Short-term Solution or Long-term Problem?
(http://www.aging.senate.gov/press-releases/hearing-to-examine-the-impact-of-payday-
lending-on-seniors)

+ FLEECED: Speaking Out Against Senior Financial Abuse (http://www.youtube.com/watch?
v=_wOJBogl20E), a documentary film produced by WFYI Productions, National Community
Reinvestment Coalition, and University of Indianapolis Center for Aging and Community
focusing on elder financial fraud and abuse.

There are still major financial institutions that encourage advance loans that have predatory features for low-income individuals, resulting in
considerable hidden costs and fees. Grantmakers could withdraw their deposits and funds from banks that continue to offer and/or support
payday lending practices. This includes some of the major financial institutions, and a policy from a grantmaker against payday lending would be
a positive outcome, and potentially influence bank behavior.

Financial education for older adults and caregivers

In response to the recent rates of financial exploitation of older adults, there has been an increased focus on providing older adults and their
caregivers with tools and education to avoid financial fraud and abuse. The Consumer Financial Protection Bureau, the Federal Deposit Insurance
Corporation’s Money Smart for Older Adults (http://files.consumerfinance.gov/f/201306 cfpb_msoa-participant-quide.pdf)  and the Bank of the
West's Be Aware (http://www.giaging.org/documents/BOTW_Preventing_Financial Elder Abuse.pdf)  program are examples of initiatives
aimed at reducing the prevalence of fraud and abuse.

Aging funders can partner with other funders, notably financial institutions (http://www.giaging.org/documents/a_new_dawn-_age-

friendly banking.pdf) , who fund financial education and literacy initiatives to increase financial knowledge and skills for older adults and their
caregivers. Financial education should be a critical component of aging initiatives, given the importance of financial stability for older adults. There
are considerable financial education, literacy, and training materials and resources that do not reach economically vulnerable older adults.

(http://www.giaging.org/documents/Under_the Radar 05 12 11 elder financial abuse report.pdf)

Treasury’s transition to paperless payments

The Department of Treasury’s decision to go paperless affects older adults receiving Social Security payments, and other disability payments.
This transition poses increased risks for older adults, including identity theft, fees on prepaid cards, and an increase in scams. Many older adults
have already faced significant losses as a result of the transition.

The Office of the Inspector General (http://oig.ssa.gov/newsroom/congressional-testimony/june19) and Consumers for Paper Options
(http://www.giaging.org/documents/Aging_Committee Consumers_Paper Option.pdf)  are some of the organizations that have expressed
concerns about the issue. Funders, who are supporting asset building and financial access initiatives such as Bank On campaigns, should ensure
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that resources are targeted to assisting older adults sign up for direct deposit with a legitimate financial institution. Direct deposits will minimize the
identify theft, scams, and hidden fees that victimize older adults who do not have direct deposit accounts. The number of older adults who are
unbanked is growing, and that needs to be rectified.

Source: National Community Reinvestment Coalition June 2014

Resources
Reference materials

A New Dawn: Age-Friendly Banking (http://www.giaging.org/documents/a_new_dawn-_age-friendly banking.pdf) , National Community
Reinvestment Coalition, National Neighbors Silver, 2013.

MetLife’s Mature Market Institute conducted two studies on the topic of elder financial abuse, Broken Trust: Elders, Family and Finances
(http://www.giaging.org/documents/mmi-study-broken-trust-elders-family-finances.pdf) ~ (2009) and The MetLife Study of Elder Financial Abuse:
Crimes of Occasion, Desperation, and Predation Against America’s Elders (http://www.giaging.org/documents/mmi-study-broken-trust-elders-
family-finances.pdf (2011).

The BITS Financial Service Roundtable released a publication in 2010 entitled Protecting the Elderly and Vulnerable from Financial Fraud and
Exploitation (http://www.giaging.org/documents/BITS Protecting Vulnerable Adults.pdf) , which, among other things, discusses the role of
financial institutions in combating elder financial abuse.

The Government Accountability Office released research findings on Strengthening Efforts to Combat Elder Financial Exploitation
(http://www.giaging.org/documents/GAQO financial abuse.pdf) (2012) and in 2013, published a statement from Kay E. Brown, Director of
Education, Workforce, and Income Security, titled "Federal Government Has Taken Some Steps but Could Do More to Combat Elder Financial
Exploitation." (http://www.giaging.org/documents/Fed gov_do more prevent financial exploitation.pdf)

Resource centers

Elder Financial Protection Network (http://www.bewiseonline.org/)

Financial Fraud Research Center (http:/fraudresearchcenter.org/), Stanford Center on Longevity

Investor Protection Trust (http://www.investorprotection.org/protect-yourself/?fa=protect-seniors) (includes information on the Elder Investment
Fraud and Financial Exploitation Prevention Program (http://www.investorprotection.org/protect-yourself/?fa=protect-seniors%20-%
20sthash.0PeHdp7i.dpuf)).

National Adult Protective Services Association (http://www.napsa-now.org/policy-advocacy/world-elder-abuse-awareness-day/)

National Center on Elder Abuse (http://www.ncea.aoa.gov/index.aspx)

National Committee for the Prevention of Elder Abuse (http://www.preventelderabuse.org/)

National Institute of Justice (http://www.nij.gov/topics/crime/elder-abuse/pages/welcome.aspx

Organizations that focus on financial fraud and abuse

AARP (http://www.aarp.org/research/ppi/cons-prot.html)

Administration on Aging (http://www.aoa.gov/AoARoot/AcA Programs/Elder Rights/EA Prevention/index.aspx)

The American Bar Association’s Commission on Legal Problems of the Elderly
(http://www.americanbar.org/groups/law_aging/resources/elder_abuse.html)

Center for Responsible Lending (http://www.responsiblelending.org/)

Consumer Financial Protection Bureau (http://www.consumerfinance.gov/older-americans/)

Eldercare Locator (http://www.eldercare.gov/eldercare.net/public/resources/topic/Elder Abuse.aspx) - Administration on Aging, U.S. Department
of Health and Human Services

Investor Protection Trust (http://www.investorprotection.org/protect-yourself/?fa=protect-seniors)

MetLife Mature Market Institute (https://www.metlife.com/mmi/index.html)

National Adult Protective Services Association (http://www.napsa-now.org/policy-advocacy/world-elder-abuse-awareness-day/)

National Community Reinvestment Coalition - National Neighbors Silver (http://www.ncrc.org/programs-issues/national-neighbors-silver)
National Consumer Law Center (http://www.nclc.org/)

National Institute of Justice (http://www.nij.gov/topics/crime/elder-abuse/pages/welcome.aspx
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