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Escrows: automatic budgetlng for homeowners

‘The original {dea behind escrow
accounts was to protect the interests
of komeosners, and they have been
serving that purpose for more than
50 years, say the Mortgage Bankers
Assoclatioof America.

In the 19308, many Americans
were losing their houses in foreclo-
sures because of late tax payments.
To help ease the burden on kome-
owners who had to come up with
large. lump-sum payments at tax
Ume, lenders a to take on the
responsibllity by collecting monthly
sums from homeawnera along with
their mortgage payment. In 1934,
the government mandated that lend-
ers manage cscrows on all FHA-In-
sured mortgages. This then became

the stondard practice for all mort-
gages.

MORTGAGE ESCROW accounts

ance responsibllitles over the course
of a year.

HOMEQWNERS DO NOT kave to
worry about coming up with several

paymen

. Evcn when there {a not enough
money In a MOrtgage escrow ac-
count, the lender typleally covers the

bill without charging interest to the .

ensure that homowners' _property
taxes, firc and hazard
premiums and other escrow ltems
are pald oa time. They are 2 guaran-
tee that there is always enough moa-
ey lo pay these bills when they are
due 80 that the homeowners avold
the risk of lapsed Insurance cover-
age or delinquent taxcs.
wa serve several purposes,

the MBAA sald.

@ They guarantee that bllls are
paldon time.

‘The most ebvlous advnntaxe of ¢s-
crows |s that they automatleally
budget the borrower’s tax and insur-

large) each with
different due dates throughout the
year, If there i3 a {fire In the house,
or I the basement floods causing
damage, the homeowner Is assured
that the house Is protected by up-to-
date insurance.

® Unexpected increases are cov-
ered.
Because of escrows, homeowners
do not need to worry aboul calculat-
ing unexpected increases in thelr
taxes or insurance premiums. It Is
the responsibillty of the lender to al-
low for possible Increases In these

. It Is common for lendera
to pay taxes and insurance preml-
ums when they are due even though
all the money for these bills has not
yet been collected from the home-
owner,

@ Mortgoges have lower rates
and down payments because of es-
crows. Escrows protect the Interests
of investors in home mortgage loans.
By making mortgages more ntu'ac-
tlve and secure as

“betler terms and lower downpaye
ments are avallable to buyers.

® Local governments save mon:
¢y. Escrow accounts also benefit lo-
cal governments by providing a
more efficlent, less cxpensive means
of tax collectlon. Rather than work-
tng with millions of homeowners,
munieipalities need collect from just
a few bundred lenders.

THE LAW IS speciflc in setting
limlts on the amount that a lender
may collect. The lender may require
a monthly payment of 1/12th of the
tolal amount of estimate taxes, in-
surance premiums and ‘other
chang dtobe

crowling has led to a healthler mnn-
gage market. As a result, loans with

es
paid. Thc lender also may collect an
additional balnuce of not more than

1/6th of the estimated annual pay-
ments, I the lender determines
there will be or is a deficlency In the
escrow account, the lender is per-
mitted by law to require additiosal
monthly deposits to avold or eliml-
nate the deflclency.

Escrowlng ls governed by the Real
Estate Settlement Procedures Act of
1974, and administered by the U.S.
Deparmtent of Houslng and Urban
Development. Lenders must manage
thelr escrow acecounts in compllance
with this federal law and with the
interpretatlons set out by

In addition, the 1990 Hou:lng Bilt
recently signed into law required
lenders to Issue itemized statements
of escrow accounts to borrowers on
an annual basls.

Ownership suggests permanent marina privileges

We are interested Ip a malt In
northern Michigan on a lake. Bat
while the developer says that we
bave marina priveleges, the deal
seems (o be that the members of the
association will bave to enter Into a
fong-term fease to use the docking
facllities. That reminds me of the
“recreatlon icases” 1 encountered In
Florida many years ago. What do
you think?
To the extent that the dcvelopcr Is
representing your right to usc a ma-
“rina as part of your purchase of a
condominlum, you should check the

y
to ensure that that right ls perpetual
and is not subject to termination by
the developer through some lease-
hold provislon or other outslde inter-"

ventlon such as the D
Natural Resources denying approv-

In short, 1 would be suspect of a
situatlon where the developer is not
giving you an absolute right to use
the marina over the duration of your
ownershlp of the condominlum unit.
In that regard, you should expect
that the developer may be In a posi-
tion in a lease to extract unreason-
able amounts of money from you or
your suceessor in interest.

1 would discusy this matter with
the other members of the assoclation
or, if you are buylng a condomlnium,
1 would get a from the

condo
queries

2 Robert M.
B Melsner

pense down the road.

We are thinking about converting
an apartment complex high rise that
averlooks & bay lato & condomlnlum

-hatel. § am conceraed about the re-

qulrements we will have to meet fn
terms of certlfiying the phyaical

developer ensuring your rights with
respeet to the marina use without
unrcasonable Interference or ex-

ditlon of the p . [ am also
Interested in ensuring that the rooms
can be tarned Into condos on & week-
to-week basls under the Michigan

the time to do it.

available.
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MAKE THE

THERE’S NO
BETTER TIME
TO BUY

If you've been thinking about moving
from your current residence to the
house of your dreams or from an
apartment to a starter home, this is

« The selection is excellent.
« Low interest rates are available.
* There are many financing options

Go ahead, make the move.
Now is the right time to buy
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. Ce Act, Can you give me

any direction?

Converslon condominlums are
permissible tn Mlichigan although
you are obllgnled lo dl.sclnsc the
physical

vironmental studies should be under-
taken,

It would also be appropriate to
have a competent englneer or archl-
tect prepare a comprehensive report

um project to the exlcnl that you
have knowledge of the project. Obvl-
ously, any prudent buyer of a plece
of rea) estate should Inquire into the
physleal conditlon of the premises by

way of a thorough private inspec- -

tion.

Appropriate environmental stud-
fes should be undertaken. If you have
informatlon concerning the physlcal

to glve p. buyers a clear
understanding of the physical condl-
tlon of the premises.

With respect to your second Issue,
it is possible to turn any cubicle of
space into a condomtnium, [ncluding
a high rise apariment building. al-
lowlng it to be a hotel condominiuin
saleable In segments of one week.
Agaln, careful draftsmanship of the

and ! the
prcmlsm you must disclose lhnl 1]
rovided to

neces-
sary to ensure that the objects of the

uments,

Qur assoclation kag a telephone Lo
the clubhouse that Is only avallable
to office personnel. Certaln co-own-
ers bave demanded has they be al-
lowed to use the phone for personal
calls, claiming that they pay assess-
menls. Az admlnlstrator, I have
advised the clubhouse manager not
to altow any calls, How can [ enforce
this rule and atlll retaln my Job?

Obviously, the phonc should be
made avallable to co-owners for
emergency purposes. But I can ap-
preciate the positlon of the board of
directors in not allowling the use of

p
huyers Addmonnlly, appropriate en-
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are clearly and ad

Iy set lorlh In the ccndamlnlun]a doc-

anl is the rlght time
tn Buy a Home!

Purchasing a home has always been a wise decision,
but current market conditions are making it even
more attractive to buy now.

EXCELLENT FINANCING IS
AVAILABLE NOW

Interest rates are lower, and mortgage lenders are
offering a wide variety of financing options. Low
interest rates mean you can get more for your money.

» 30-year fixed mortgages are still available as
well as many other financing alternatives.

» First time buyers are encouraged to purchase now
through financing packages offering small down
payments.

YOUR HOME IS YOUR
BEST INVESTMENT

Purchasing a home is the best way to build a solid
financial foundation. A home not only provides you
with warmth and comfort,
cure investment.

= Today, homes in the area continue to be a wise
investment.

Equity in your home can be used as collateral,

thus providing you with additional financial

security.

-» Home ownership provides you with a sizable
tax advantage because
mortgages is fully deductible.
can also be deducted.

This message brought to you by the Classified Advertising Department of...

®bserver & Eccentric

CLASSHIFIED RDYERTISING
591-0300 Waxne County 852-3222 Rocheslermochcslel Hills

AY COITION'S P M FRIDAY FOR MONDAY EDIT!

it also serves as a se-

interest

the for personal bus|
ness purposes by co-owners.

paid on
Property taxes




