
The last article I wrote for Home Source
discussed reverse mortgages. After the
article ran, I was provided with some

information by a person in the
reverse mortgage business
pointing out that some relief now
exists for a problem I alluded to in

the article: how a spouse who is not a bor-
rower on the reverse mortgage loan may
be forced to leave the residence if he or she
can’t pay the mortgage off at the death of
the borrower spouse or once the borrower
spouse no longer lives at the mortgaged
property.

As I understand them, the rules for
newly made reverse mortgage loans now
allow a non-borrower spouse who has not
reached the age of 62 as of the closing to
remain in the home after the death of the
borrower spouse if a) the survivor spouse
was married to the borrower at the time
of the loan closing, and the existence
and identity of the younger spouse was
disclosed to the lender in the applica-
tion process, and b) after the death of the
borrower spouse the survivor performs
the obligations under the loan, generally
things like paying the taxes and insurance
andmaintenance costs for the property,
and c) they demonstrate that they are
legally entitled to live in the property. This
last one is another reason to have a good
will.

Keep in mind that these rules apply to
newly made loans, not to old ones, and no
doubt will keep changing, so what I say
here today might not be accurate tomor-
row.

As a tradeoff for this right to continue
to occupy the property, the maximum
lifetime loan amount that can be obtained
under the reverse mortgage loan will be
reduced. This tradeoff seems reasonable,
although after the death of the borrower
spouse the non-borrower spouse can no
longer draw on the loan. That may strike

some readers as harsh, since the maximum
available amount of the loan will have been
reduced due to his or her younger age.

This loss of ability to continue to bor-
rowmight be a hardship to the surviving
spouse if he or she was counting on the
monthly loans to supplement their income,
but this change does give some real relief
to non-borrower spouses for new loans at
the death of the borrower spouse, so this is
good news.
ConveyanCe tax

What costs double in Groton, New Lon-
don, and Norwich?

The answer: the conveyance tax that the
owner of real property pays to the town
upon sale of the property. This tax, with
some limited exceptions, goes into the
general fund of the town.

The conveyance tax in most Connecticut
towns is one quarter of one percent. How-
ever, under state law, 18 towns have the
power to double the municipal conveyance
tax. In all or nearly all of them, including
Groton, New London, and Norwich, town
leaders voted to do that.

I remember when the proposal to double
the tax came before the Groton Town
Council and a number of people showed
up to argue against it. They argued that it
was inequitable, and if more revenue was
needed it would be fairer to increase the
mill rate. The councilors were not persuad-
ed, and the increase in the conveyance tax
was approved.
Bond for deed

I recently encountered a document I
haven’t seen for quite some time: a bond
for deed. This is a contract between a
seller and buyer, where a buyer signs
a promissory note agreeing to pay the
purchase price over a period of years.
Meanwhile, the seller agrees that after
the buyer makes all the payments and
performs all other obligations that may
exist under the contract, a deed will then
be recorded in the land records conveying
title to the buyer.

Under such arrangements, the seller’s
attorney sometimes holds the deed until
the buyer fulfills the bond by paying
the note. The attorney might also hold a
release signed by the buyer at the closing
on the sale. These documents may allow

the seller’s attorney to record the release if
the buyer defaults. The benefit of any pay-
ments made by the buyer, even if they were
made over several years, could be wiped
out upon the recording of the release.

These types of arrangements were more
commonly seen in the 1980s when inter-
est rates were high. They were sometimes
used by the seller to avoid having to pay
off his or her loan, which might have been
at a low rate of interest. These types of
transactions are also found where a buyer
may not be able to qualify for a bank loan,
or at any rate think they can’t qualify, so
the seller provides the financing.

These contracts are fraught with dan-
gers for an unsophisticated and unrepre-
sented buyer. The documents may prohibit
the buyer from recording any notice of the
purchase arrangement in the land records,
meaning that the title to the property
would still reside in the seller free of any
record claim of the buyer. The property
might be sold by an unscrupulous seller, or
mortgaged, or passed on to his or her heirs
upon the seller’s death, or be attached by
a creditor. The interest of the buyer might
therefore be lost or be put at very seri-
ous risk, leaving the buyer with the often
impractical option of trying to sue the
seller.

A seller could provide financing to a
buyer by deeding the property to the buyer
so they have record title and taking back
a mortgage. In this way, the seller would
be acting more like a traditional mort-
gage lender and would be required to go
through a foreclosure process if the buyer
were to default, which can, if resisted, lead
to considerable delays and cost.

It is the desire of avoiding a potentially
costly foreclosure process, I suspect,
which motivates some sellers to utilize
a bond for deed. But, again, the process
leaves a buyer in a perilous position.
Jim young is a partner in andrews
& young P.C., which has offices in
Waterford and Groton, and has been
serving the southeastern Connecticut
area since 1987. the statements made in
this particular column are not intended
to be taken as legal advice for any
particular fact situation. Consult with an
attorney.
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ClosinG thouGhts

Bonds for deed, conveyance
tax, and other real estate topics BoZrah

166 Bishop rd: Connecticut Rivers Councl
to Revelation Church, $960,300.

CanterBury
291 Bingham rd: Miller, Donald R to

Daigneault, John C, $39,000.
318 lisbon rd: adams, Michael W to

Greene, Nathaniel & Strupes, Gregory,
$130,000.
284 Barstow rd: Vansparrentak, Richard

E & Bayview Loan Servicing to Bayview
Loan Servicing, $1.
151 Bingham rd: Whitcomb, Jennifer M &

Wells Fargo Bank Na to Wells Fargo Bank
Na, $1.
Gooseneck hill rd: Burchman, Brian &

Wells Fargo Bank Na to Wells Fargo Bank
Na, $1.
146 Buck hill rd: Mcmahon, Sydney to

Salvas, Ryan & Salvas, alycia, $272,000.

ColChester
131 lebanon ave: Baver Burton S Est

& Baver, Robert S to allegra, John D &
Guinazu, Scott M, $22,500.
133 lebanon ave: Baver Burton S Est

& Baver, Robert S to allegra, John D &
Guinazu, Scott M, $22,500.
61 standish rd: Boulais, albert P &

Boulais, Joanne M to Malek, alicia P &
Rolo, Marc J, $205,000.

ColumBia
544 route 87: Randall, James D to Tabor,

Walter a, $55,000.

east lyme
Bayview rd #17: Giordano, Paul T &

Griswold, Linda O to Dicarlo, Ralph M &
Dicarlo, Charlene V, $83,000.
Bayview rd #18: Giordano, Paul T &

Griswold, Linda O to Dicarlo, Ralph M &
Dicarlo, Charlene V, $83,000.
23 old Black Point rd: Sylvia, Kevin J &

Sylvia, Janine D to Rudge-Pinkham, anne,
$245,000.
39 s Washington ave: Markowitz, Susan L

to Glick, Gail M, $150,000.
14 Crescent ave: Strouch, Martin W to

Markowitz, Susan L, $336,000.
97 W main st #49: Johnson, John to Kyc,

alina, $175,000.
2 sycamore rd: Fulks, Elsie E to Lindo,

Horace, $7,000.
50 river rd: Johnson, Nancy to Larwood,

James C & Larwood, Jennifer D, $38,000.
7 village Ct: Farrugia, Gary J & Farrugia,

Elizabeth a to Henry, John & Henry,
Elizbeth L, $555,000.
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