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1990

8,258

1,992,956

241.34

7,231

1,539,634

212.92

15,489

3,532,590

228.07

1991

9,768

2,436,829

249.47

7,526

1,654,836

219.88

17,294

4,091,665

236.59

15.83%

1992

10,316

2,692,694

261.02

7,788

1,830,120

234.99

18,104

4,522,814

249.82

10.54%

1993

10,860

2,990,307

275.35

8,173

2,077,872

254.24

19,033

5,068,179

266.28

12.06%

1994

12,784

3,616,785

282.91

8,487

2,202,628

259.53

21,271

5,819,413

273.58

14.82%

1995

13,589

5,277,519

388.37

8,139

2,693,878

330.98

21,728

7,971,397

366.87

36.98%

1996

13,715

5,444,804

397.00

8,272

2,755,602

333.12

21,987

8,200,406

372.97

2.87%

1997

11,849

5,247,856

442.89

8,298

3,370,720

406.21

20,147

8,618,576

427.78

5.10%

1998

11,849

5,408,152

456.42

8,332

3,408,190

409.05

20,181

8,816,342

436.86

2.29%

1999

12,305

5,192,588

421.99

9,151

3,683,172

402.49

21,456

8,875,760

413.67

0.67%

2000

11,903

5,060,344

425.13

8,981

3,677,127

409.43

20,884

8,737,471

418.38

-1.56%

2001

12,850

5,835,561

454.13

8,778

3,708,791

422.51

21,628

9,544,352

441.30

9.23%

Table 1

Homeowner/Renter Credit History



Filed With Tax Returns

Filed 2EC Only

All Returns



DATE:

November 21, 2002

TO:

Property Tax Reappraisal Advisory Council

FROM:
Larry Finch, Principal Tax Policy Analyst

Dallas Reese, Tax Policy Analyst

SUBJECT:
Residential Property Tax Relief Programs
There are four programs to help property owners with residential property taxes.   They are elderly homeowner/renter credit, property tax assistance program, disabled  American veterans (DAV) exemption, and reverse annuity mortgage loan program.  This report will discuss each of these programs and the current expenditure levels.

Montana’s Elderly Homeowner/Renter Credit

In Montana, qualifying persons are eligible to receive relief from property taxes through the elderly homeowner/renter credit program  (Sections 15-30-171 through 179, MCA).  Individuals may qualify if they are homeowners who have paid property taxes on their dwelling, or if they are a renters, in which case the credit is calculated based on a “rent equivalency” amount of property tax paid.

The form of the relief is a refundable credit against individual income tax liability.  The refundable nature of the credit means that if the amount of the credit exceeds the taxpayers income tax liability, then the amount of any excess is to be refunded to the claimant.  Indeed, receiving a refund of the credit claimed does not even require the filing of an income tax return.  Claimants may file a separate form 2EC claiming the credit even though no income tax return is filed.

History

Table 1 provides a history of the number and type of forms used to claim the credit, and the total credit claimed, over tax years 1990 to 2001.
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2002 Income Schedules for the Property Tax Assistance Program

Tax Rate

Single Person

Married Couple

% Multiplier

Class 4

PTAP

$0

-

$6,730

$0

-

$8,973

20%

x

3.46%

=

0.69%

6,731

$  

 

-

10,319

$

 

8,974

$  

 

-

15,702

$

 

50%

x

3.46%

=

1.73%

10,320

$

 

-

16,824

$

 

15,703

$

 

-

22,432

$

 

70%

x

3.46%

=

2.42%


Over this time period about 40% of the number and total amount of credits claimed was from claimants who filed just a form 2EC; taxpayers who also filed an income tax form claimed the other 60%.

The total amount of the credit claimed increased 36.98% in 1995 when the Legislature increased the maximum credit that could be claimed from $400 to $1,000.  The total amount of credit claimed was very stable at around $8.8 million per year over 1997 to 2000, and then increased by more than 9% to $9.5 million in tax year 2001.

Eligibility

As its name implies, the credit currently is available only to elderly taxpayers.  This and other specific eligibility requirements of the program are:

· Claimant must have reached age 62 or older during the claim period for which relief is sought;

· Claimant must have resided in Montana for at least 9 months of the claim period;

· Claimant must have occupied one (or more) dwelling in Montana as an owner, renter, or lessee for at least 6 months of the claim period; and

· Claimant must have less than $45,000 of gross household income during the claim period.

In addition, only claimants with gross household incomes of $35,000 or less are entitled to the full credit amount.  Claimants with incomes between $35,000 and $45,000 are eligible to receive a reduced credit, with the percentage of the credit allowed phased out under the following schedule:


Gross Household Income


Percent of Credit Allowed

    $35,000 - $37,500



      40%


    $37,501 - $40,000



      30%


    $40,001 - $42,500



      20%


    $42,501 - $44,999



      10%


    $45,000 or more




       0%

Further stipulations provide that a claim for relief is not allowed for any portion of property taxes billed or rent-equivalent taxes paid that is derived from a public rent or tax subsidy program.  Also, except for a dwelling rented from a county or municipal housing authority, a claim is not allowed on rented lands or dwellings that are not subject to Montana property taxes during the claim period.

Program Definitions

The elderly homeowner/renter credit program is based on tax laws that provide a number of specific definitions under which the program operates.  Developing a complete understanding of the program requires an understanding of the following definitional provisions:

1) Income.  Income is defined as the taxpayers total federal adjusted gross income (FAGI) without regard to any capital, net operating or other losses; and includes all forms of nontaxable income including nontaxable social security and other pension income, alimony, cash public assistance and other support money, all forms of nontaxable interest income, and nontaxable strike benefits.

2) Gross Household Income.  Gross household income means all income received by all individuals of a household while they are members of the household.  Eligibility for the credit is based on household income, not on the income of any single taxpayer within the household.

3) Household Income.  Household income is equal to gross household income less a standard exclusion of $6,300.  The standard exclusion acts similarly to the standard deduction used for income tax purposes, sheltering a minimum amount of income from making participants otherwise ineligible for the program.

4) Property Tax Billed.  Property tax billed includes not only taxes levied against the claimant’s property through mill levies, but also any special assessments and fees (excluding penalties and interest) levied during the claim period.

5) Gross Rent.  Gross rent means the total rent actually paid in cash or its equivalent during the claim period under an arm’s length rental agreement.

6) Rent-Equivalent Tax Paid.  Rent-equivalent tax paid means 15% of gross rent paid.  Under this definition, renters are assumed to have paid property taxes equivalent to 15% of any gross rent paid during the claim period.

Calculation of Credit

The elderly homeowner/renter credit is equal to property taxes billed (or rent-equivalent tax paid) less a deduction determined by household income and a reduction multiplier as provided for in law.  The deduction is equal to household income multiplied by the reduction multiplier as provided for in law under the following schedule:


 Household Income



Deduction Amount

  $         0 - $     999




$0


  $  1,000 - $  1,999




$0


  $  2,000 - $  2,999


Household Income   X  0.006


  $  3,000 - $  3,999


Household Income   X  0.016


  $  4,000 - $  4,999


Household Income   X  0.024


  $  5,000 - $  5,999


Household Income   X  0.028


  $  6,000 - $  6,999


Household Income   X  0.032


  $  7,000 - $  7,999


Household Income   X  0.035


  $  8,000 - $  8,999


Household Income   X  0.039


  $  9,000 - $  9,999


Household Income   X  0.042


  $10,000 - $10,999


Household Income   X  0.045


  $11,000 - $11,999


Household Income   X  0.048


  $12,000 and over


Household Income   X  0.050

Once the claimant’s total property tax, or rent-equivalent tax, is known, there are essentially 6 steps to determining the homeowner/renter credit:

1) Determine gross household income.

2) Subtract $6,300 from gross household income to determine household income.

3) Based on household income, determine the deduction multiplier and multiply it by household income to determine the deduction amount.

4) Subtract the deduction amount from total property taxes paid to determine net credit before phase out.

5) Apply the percentage allowable under the phaseout provisions of law (if necessary) to determine net credit after phaseout.


6)
Limit the maximum credit not to exceed $1,000.

Tables 2 and 3 provide examples of how the credit is calculated for specific taxpayer circumstances.  In Table 2, property taxes are held constant as income increase.
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100,000

100,000

100,000

100,000

100,000

100,000

Homestead Exemption (31%)

31,000

31,000

31,000

31,000

31,000

31,000

Net Assessed Value

69,000

69,000

69,000

69,000

69,000

69,000

Taxable Valuation Rate

3.46%

3.46%

3.46%

3.46%

3.46%

3.46%

Taxable Value

2,387

2,387

2,387

2,387

2,387

2,387

Mill Levy (475 mills)

0.475

0.475

0.475

0.475

0.475

0.475

Property Tax

1,134

1,134

1,134

1,134

1,134

1,134

Special Assessments/Fees

200

200

200

200

200

200

Total Property Tax

1,334

1,334

1,334

1,334

1,334

1,334

Gross Household Income

10,000

15,000

20,000

25,000

30,000

35,000

   Standard Exclusion

(6,300)

(6,300)

(6,300)

(6,300)

(6,300)

(6,300)

Household Income

3,700

8,700

13,700

18,700

23,700

28,700

Deduction Multiplier

0.016

0.039

0.050

0.050

0.050

0.050

Deduction Amount

59

339

685

935

1,185

1,435

Property Tax Paid

1,334

1,334

1,334

1,334

1,334

1,334

Deduction Amount

59

339

685

935

1,185

1,435

Net Credit Allowed

1,000

995

649

399

149

0

Net Property Tax Paid

334

339

685

935

1,185

1,334

Percent Reduction in Tax

75%

75%

49%

30%

11%

0%



Table 2

Calculation Of Property Tax Paid

Calculation of Homeowner/Renter Credit

Taxpayer Examples of Total Property Taxes Paid and Elderly Homeowner/Renter Credit

Constant Property Tax, Increasing Incomes; Tax Year 2002


As Table 2 shows, the net credit allowed decreases from $1,000 to $0 as income increases from $10,000 to $35,000.  This is because as incomes increase the deduction multiplier also increases, increasing the deduction amount until the credit reaches zero.

The credit acts to reduce the net property tax paid by the household with just $10,000 of gross household income from $1,334 to $334, which represents a 75% reduction in the homeowner’s property tax bill.  Property taxes are cut in half for the homeowner with gross household income of $20,000 and the percentage reduction is zero at the gross household income level of $35,000. 

Table 3 repeats Table 2 except that property taxes are increasing while incomes are held constant at $25,000.
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Example of the Effect of the PTAP on Tax Liability (Tax Year 2002)

Without

 --------- Property Tax Assistance Program --------

PTAP 

Married Couple

$8,000 income

$15,000 income

$20,000 income

Assessed Value

$100,000

$100,000

$100,000

$100,000

Less Homestead Exemption

31,000

31,000

31,000

31,000

Net Assessed Value

$69,000

$69,000

$69,000

$69,000

Multiply by the Tax Rate

x 3.46%

x 0.69%

x 1.73%

x 2.42%

Taxable Value

2,387

476

1,194

1,670

Multiply by the Mill Levy

x 475

x 475

x 475

x 475

Tax Liability

$1,134.02

$226.15

$567.01

$793.16

Tax Savings from PTAP

$0.00

$907.87

$567.01

$340.86

% Reduction in Tax

0%

80%

50%

30%


As Table 3 shows, the net credit allowed increases from $0 to $1,000 as property taxes increase from $597 to $2,468.  This is because the deduction amount of $935 exceeds the property taxes paid on homes with assessed values of $35,000 and $50,000; resulting in net credit of $0 for these homeowners.  Property taxes begin to exceed the deduction amount by $116 when the assessed value of the home reaches $75,000.  The allowable credit continues to grow as assessed values increase above this level until the maximum credit of $1,000 is reached.

For the homeowner with assessed value of $35,000 there is no reduction in property tax.  Once the assessed value reaches $75,000 property taxes are reduced from $1,051 to $935, a reduction of 11%.  At assessed value of $150,000 property taxes are reduced from $1,901 to $935, a reduction of 51%.  For the homeowner with assessed value of $200,000 property taxes are reduced from $2,468 to $1,468, which represents a reduction of 41%.  This percentage reduction is less than the percentage reduction for the homeowner with assessed value of $150,000 because in the example where assessed value is $200,000 the homeowner has reached the maximum credit allowed by law of $1,000.

In general, the amount of homeowner/renter credit allowed depends on the relationship between household income and property taxes paid.  If income is held constant, the amount of the homeowner/renter credit increases as property taxes increase; if property taxes are held constant, the credit decreases as incomes rise.

Property Tax Assistance Program

The property tax assistance program (PTAP) is established in 15-6-134, MCA, to provide property tax relief to low income homeowners.  The PTAP applies to a residential real property and to mobile home owners.  The taxpayers must reside in the residential dwelling for at least seven months of a year.  

The program works by reducing the normal tax rate applied to the property.  The reduction applies to the first $100,000 of market value after applying the 31% homestead exemption.  Included in this value are the eligible improvements and up to five acres of appurtenant land.  Improvements can include mobile homes and manufactured housing.

Income Eligibility and Tax Rate Reduction

The reduction in tax rate is based on the income of the individual.  Depending on the married status and income of the homeowner, the tax rate is reduced to 20%, 50% or 70% of the normal rate.  The base year (1995) income ranges are established in 15-6-134-2(b), MCA and are updated each year for inflation. Table 4 shows the 2002 inflation

adjusted income ranges and property tax rate reduction. 

[image: image6.wmf]Assessed Value of Home

35,000

50,000

75,000

100,000

150,000

200,000

Homestead Exemption (31%)

10,850

15,500

23,250

31,000

46,500

62,000

Net Assessed Value

24,150

34,500

51,750

69,000

103,500

138,000

Taxable Valuation Rate

3.46%

3.46%

3.46%

3.46%

3.46%

3.46%

Taxable Value

836

1,194

1,791

2,387

3,581

4,775

Mill Levy (475 mills)

0.475

0.475

0.475

0.475

0.475

0.475

Property Tax

397

567

851

1,134

1,701

2,268

Special Assessments/Fees

200

200

200

200

200

200

Total Property Tax

597

767

1,051

1,334

1,901

2,468

Gross Household Income

25,000

25,000

25,000

25,000

25,000

25,000

   Standard Exclusion

(6,300)

(6,300)

(6,300)

(6,300)

(6,300)

(6,300)

Household Income

18,700

18,700

18,700

18,700

18,700

18,700

Deduction Multiplier

0.05

0.05

0.05

0.05

0.05

0.05

Deduction Amount

935

935

935

935

935

935

Property Tax Paid

597

767

1,051

1,334

1,901

2,468

Deduction Amount

935

935

935

935

935

935

Net Credit Allowed

0

0

116

399

966

1,000

Net Property Tax Paid

597

767

935

935

935

1,468

Percent Reduction in Tax

0%

0%

11%

30%

51%

41%



Table 3

Taxpayer Examples of Total Property Taxes Paid and Elderly Homeowner/Renter Credit

Constant Income, Increasing Property Tax; Tax Year 2002

Calculation Of Property Tax Paid

Calculation of Homeowner/Renter Credit


To be eligible to receive property tax assistance, the income used in the calculation includes most normal sources of income.  Those sources include wages, bonuses, capital gains, ordinary income, interest and dividends, business and partnership income, rents, royalties, pensions and annuities, alimony and public assistance, unemployment, and tax refunds.  

Effect on Property Taxes

Property taxes are calculated in a multiple step process.  The assessed value of a property is reduced by a “homestead” exemption established in 15-6-201, MCA.  The homestead exemption on residential property is equal to 31% of its assessed value in 2002.  After deducting the homestead amount, the net assessed value of the property is multiplied by a tax rate yielding the taxable value of the property.  The tax rate in 2002 is 3.46%.  The taxable value is then multiplied by the mill levy of the taxing jurisdiction where the property is located, yielding the property tax liability.

Under the PTAP, applying a reduced tax rate to the net assessed value of the property reduces the property tax liability.  The example in Table 5 demonstrates the effect of the program on tax liability.  For this example, market value includes the combined value of the land and improvements.  The mill levy used in the example is an estimated 2001 statewide average mill levy.  The PTAP tax rate is calculated by multiplying the Class 4 tax rate of 3.46% by the percent multiplier (PTAP factor) as displayed in Table 4.
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Statewide Effect on Taxable Value for 

DAV Exemptions (Tax Year 2002)

2002

2002 DAV

2002 Taxable

Description

Assessed Value*

Taxable Value

Value w/o DAV

DAV Land

$9,169,839

$0.00

$317,276

DAV Improvements

42,222,478

$0.00

1,460,898

DAV Mobile Homes

1,764,203

$0.00

61,041

Statewide Total

$53,156,520

$0.00

$1,839,216

* The value of the homestead exemption is deducted from the assessed value


As is evident by this example, the tax liability increases as the income of the applicant approaches the threshold of $22,431.  It should be noted that even though the property tax portion of a tax bill is reduced through use of the PTAP, the homeowner is still responsible for full payment of any fees or special levies that are due on the property. 

Types of Property Affected

The department identifies the individual components of the property ownership.  Typically those components include land and improvements.  For purposes of the PTAP, the land component includes all land in the applicants’ name, up to the five-acre limit.  Any land in excess of the five acres is assessed and taxed at full value.  Improvements include the residence and one attached or detached garage.  Any additional improvements such as an additional garage or other buildings located on the property are assessed and taxed at full value.  Mobile homes can be classified and assessed as either real or personal property.  For purposes of the PTAP, they do not have to be classified as real property, that is, permanently affixed to the land with the land and the mobile home having the same owner.   Personal property mobile homes also receive the 31% residential homestead exemption.

Because of the variable tax rates based on the income of the applicant, it is also necessary to create three separate categories for each component of the ownership.  By creating these separate components and categories, the department can more readily apply the tax reduction in compliance with the law.  It also allows the department to track and review the effects of the PTAP.  The following table provides a brief description of each component of a property affected by the PTAP and its associated tax rate. 

[image: image8.wmf]Table 6

Property Tax Assistance Descriptions

Description

Tax Rate

Property Tax Assistance, Land, 20% Bracket

0.692%

Property Tax Assistance, Land 50% Bracket

1.730%

Property Tax Assistance, Land 70% Bracket

2.422%

Property Tax Assistance, Improvements, 20% Bracket

0.692%

Property Tax Assistance, Improvements, 50% Bracket

1.730%

Property Tax Assistance, Improvements, 70% Bracket

2.422%

Property Tax Assistance, Mobile Home, 20% Bracket

0.692%

Property Tax Assistance, Mobile Home, 50% Bracket

1.730%

Property Tax Assistance, Mobile Home, 70% Bracket

2.422%


Statewide Effect on Taxable Value

Table 7 presents information on the statewide effect of the PTAP in tax year 2002.  As can be expected, the change in taxable value for each component receiving the reduced tax rate corresponds to the allowable reduction in tax rate afforded by the PTAP.
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Statewide Affect on Taxable Value of the PTAP (Tax Year 2002)

2002

2002 PTAP

2002 Taxable

Taxable Value

Percent

Description

Assessed Value*

Taxable Value

Value w/o PTAP

Difference

Change

PTAP, Land, 20% Bracket

$8,859,419

$61,279

$306,536

$245,257

-80%

PTAP, Land 50% Bracket

22,302,760

385,843

771,675

$385,832

-50%

PTAP, Land 70% Bracket

38,076,703

922,214

1,317,454

$395,240

-30%

PTAP, Improvements, 20% Bracket

24,392,222

168,780

843,971

$675,191

-80%

PTAP, Improvements, 50% Bracket

65,981,070

1,141,452

2,282,945

$1,141,493

-50%

PTAP, Improvements, 70% Bracket

118,700,948

2,874,961

4,107,053

$1,232,092

-30%

PTAP, Mobile Home, 20% Bracket

2,156,276

14,917

74,607

$59,690

-80%

PTAP, Mobile Home, 50% Bracket

6,179,355

106,908

213,806

$106,898

-50%

PTAP, Mobile Home, 70% Bracket

8,542,448

206,904

295,569

$88,665

-30%

Statewide Total

$295,191,201

$5,883,258

$10,213,616

$4,330,358

-42%

* The value of the homestead exemption is deducted from the assessed value

2001 PTAP


On a statewide basis, properties that receive a PTAP reduction have had their taxable value reduced by $4.3 million in fiscal 2003 (tax year 2002).  This is a 42% decrease in taxable value.  Of the total $4.3 million taxable value reduction, the property owners eligible for the 80% tax rate reduction received 22.63% of the taxable value reduction; 37.74% of the homeowners received the 50% reduction and 39.63% received 30% of the taxable value reduction.  
Participation

[image: image10.wmf]Table 8

Number of Owners

Receiving the PTAP

Year

Participants

% change

1999

10,642

             

 

2000

10,023

             

 

-6.18%

2001

9,405

               

 

-6.57%

2002

8,900

               

 

-5.67%


Table 8 shows participation in the PTAP since 1999.  The figures include all properties that received the PTAP reductions each year.  Participation in the program has been in decline for the past four years.

Application for the Program

To receive a reduction to the real property taxes, a person must apply to the department by March 15th of each year.

In January of each year, the department mails a new application form to all homeowners who received the benefit in the prior year.  In addition, notices are posted in newspapers and public service announcements are broadcast on local radio stations informing the public of the availability of the program and the need to apply for the benefit.

Disabled American Veterans (DAV) Exemption

An additional property tax exemption is granted for the residence of a disabled or deceased veteran as defined in 15-6-211, MCA.  A property owner who qualifies under the statute is entitled to a 100% property tax exemption.  

Eligibility Requirements

Eligibility requirements as outlined in statute include:

If the veteran is living, the veteran

· Was honorably discharged for active service,

· Has been rated 100% disabled because of a service-connected disability by the United States Department of Veterans Affairs (VA),

· Has an annual adjusted gross income of not more than $30,000 if single or more than $36,000 if married,

· Owns and occupies the dwelling as a primary residence.  

In addition to the veteran being eligible for the exemption, a veteran’s surviving spouse can receive the exemption if the veteran was killed while on active duty or died as a result of a service-connected disability.  To receive the exemption, the surviving spouse must meet eligibility requirements as outlined below. 

· Is the owner/occupant of the home,

· Has an annual adjusted gross income of not more than $25,000,

· Is unmarried,

· Has obtained a letter from the VA indicating the veteran was 100% disabled at the time of death, died on active duty or as the result of a service-connected disability.

Application Requirements

For veterans who are not rated at “permanent” 100% disabled by the VA, an annual application and letter must be submitted to the department.  If a veteran is rated at “permanent” 100% disability, an annual application is still necessary.  However, for those veterans that have been rated at permanently 100% disabled by the VA, a copy of the VA letter is kept on file by the department and the application is accepted and approved.  In those cases, only the annual application is submitted to the department.

Each January, the department sends a new application to all taxpayers who received the DAV exemption the previous year. The application must be returned to the department by March 15th of each year.

Statewide Effect on Taxable Value

The property owners eligible and approved for the DAV are 100% exempt from property tax.  They must continue to pay any fees or special levies that are due on the property.

Table 9 displays the statewide effect on the taxable value of the properties receiving the DAV exemption.

[image: image11.wmf]Table 10

Participants in the DAV

Year*

Participants

% change

1999

841

               

 

2000

926

               

 

9.18%

2001

960

               

 

3.54%

2002

1,002

            

 

4.19%


When the statewide average mill of 475 mills, used in other examples, is applied to the potential taxable value of these properties, an estimated property tax savings of approximately $874,000 is realized.

Program Participation

Table 10 shows the number of DAV properties in the state over the past four years.  In these four years, the number of participants has increased by 161 or 19%.  There are two possible reasons that would contribute to an increase in the participants.

First, the 1995 Legislature, through SB213, changed the language related to the 100% disability criteria from “is rated 100% disabled” to “has been rated 100% disabled”.  As a consequence of the new language in statute, a 2001 district court case in Glacier County (McGhie vs Department of Revenue) resulted in an easing of the 100% disability requirement.  In effect, the court ruled that if a veteran was ever considered 100% disabled by the Veterans Administration, they were eligible for the property tax exemption.  This ruling has expanded the number of veterans eligible for the exemption.  

Second, for a short period of time in the 2000 – 2001 time period some department staff misinterpreted the official letter sent by the Veterans Administration stating that the veteran was “paid” at 100% disability even though they were “rated” at something less than 100% disabled.  The Veterans Administration has clarified the letter they send informing the veteran of the disability rating, and the problem has been resolved.  A small number of veterans were granted the exemption due to the confusion, but corrections were made on the following year’s tax notice. 

Reverse Annuity Mortgage Loan Program

The Montana Board of Housing (MBOH) in the Department of Commerce was authorized by legislation in the 1989 session to establish a Reverse Annuity Mortgage Loan Program (RAM).  A reverse annuity mortgage is a loan that allows lower-income elderly Montana citizens to convert the equity in their homes into an additional monthly income source.  

The homeowner may receive a loan in an amount up to 80% of the Federal Housing Administration’s estimated value of the home. The loan amounts may range from a minimum of $15,000 to a maximum of $70,000. 

In cooperation with the Office on Aging, the Montana Board of Housing has set aside funds to make reverse annuity mortgage loans. The purpose of the reverse annuity mortgage loan program is to enable senior Montana homeowners to provide more substantially for their own in-home support.

Eligible Property

Property that is eligible for the loan is an owner-occupied single family dwelling, which means a one-to-four-family living unit.  Mobile homes are excluded, although some exceptions may apply.  The home must be located in Montana.

Eligible Applicants

To be eligible, a homeowner must be 68 years or older, have an annual family income not exceeding the Montana Board of Housing revenue annuity mortgage loan income limits, own a home that is eligible and have completed the reverse annuity mortgage loan program counseling program. Some exceptions may be considered. The homeowner may continue to have full-time or part-time employment as long as he or she does not exceed the income limit at the time of the loan closing.  If the homeowner is married, the spouse must also be 68 years old or older, must be a co-applicant on the loan application and be a joint owner of the property with a right of survivorship.

Effect of the Program

The application process requires potential borrowers to first complete a reverse annuity mortgage counseling program. The loan application may be completed during the counseling program, with the assistance of the Montana Aging Services Network counselor. 

The annual family income must not exceed the following:  $17,720 for a one person household; $23,880 for a two person household and $30,040 for a three or more person household. 

Monthly payments are made to the homeowner for a ten-year period. The payments  stop when the owner no longer occupies the property or when the loan is paid off. There are no prepayment penalties.  Monthly payments received by the homeowner are non-taxable income.

The homeowner may choose to receive an amount up to $2,500  for purposes such as: paying off liens (small mortgage balances, back taxes, etc.); repairs or improvements to the home; medical expenses; and paying outstanding bills. Some exceptions to the amount may be considered.

In addition to a $2,500 lump sum advance, the homeowner may elect an advance to cover certain loan closing costs.

Generally, the loan will be repaid from the proceeds of the sale of the home upon the death of the last surviving borrower residing in the home or upon the permanent vacating of the home by the borrower(s).  The home is typically construed being permanently vacated when the owner had not lived in the home for more than 180 consecutive days.

Program Participation

The RAM program began in 1991.  There were four loans approved in that first year.   In 2001, nine loans were granted.  In 2002, nine loans have been granted to date with three pending completion, for a total of 12.  A total of 74 loans have been approved since inception of the program with 33 of the loans paid.
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