Habitat for Humanity of Bucks County, Inc.

Homeowner Financing Policies—Emerald Hollow One

As an approved Habitat homeowner, there are several financial documents and terms that you will need to understand regarding the ownership and financing of your house.

You are responsible for paying Habitat for the cost of the house that is being built or renovated for you.  These costs will include materials, sub-contractors, fees and permits, as well as insurance and taxes on the property during the construction phase and overhead costs.  A description of the payments of these costs is found in the first mortgage.  You will make monthly payments for the period agreed upon (currently 30 years).  This mortgage bears no interest, and you may pay ahead at any time to reduce the total number of payments you will have to make.  Any additional payments you make will be applied against the end of the mortgage, which means that the mortgage will be paid off sooner than the original term with no prepayment penalty.*  

In order to keep the cost of the homes at an affordable level, Habitat for Humanity of Bucks County has received financial assistance from Bucks County.  This money from Bucks County is payable when the home is re-sold by you in the future.  That is, a second mortgage will be placed on the home, payable to Bucks County Housing Trust Fund, in the amount of $30,000 for Phase II.  This money is interest-free, does not increase with inflation and is not due until the home is re-sold.  However, if you choose to re-sell the home at an “affordable” price (as defined by Bucks County at time of sale), the second mortgage will be transferred from you to the new owner.  Thus, in this case, you will not be responsible for paying the $30,000 second mortgage to the county.

Habitat is providing a Gift of Equity, which is equal to the appraised value of the home minus the cost of the home (first note) and the second mortgage.  Because the house you are receiving will have a fair market value significantly higher than the amount you will be paying, there will be a third mortgage on your home for the recapture of this equity.  You will make no payments on this mortgage as long as you are current in your payments on the first mortgage.  The balance due on this third mortgage will be reduced by 1/30th each year for thirty years (the length of your mortgage term).  If you should fail to make your monthly payments on the first mortgage, or if you sell your house or cease to occupy it as your principal residence, Habitat can require you to pay the balance of third mortgage as well.

You will receive notes (promissory agreements to repay the mortgages) for the same amount of these mortgages, which serve as a claim against the property.  If you should decide to sell your house, we retain an option to purchase (per the Agreement of Sale), your house for the term of the mortgage, often referred to as the right of first refusal.  This means that Habitat must first be given the option to buy back your house before it can be sold on the open market.  In order to sell your house, you would find a potential buyer and negotiate a price.  The purchase agreement with this buyer will include a statement that the sale is contingent upon Habitat’s right to purchase the house first.  The sale agreement will be presented to Habitat, and Habitat will have fifteen (15) days to decide if they want to purchase your house at the price agreed upon between you and the other buyer; or, you will be getting the fair market value of the home as agreed upon by an independent appraiser, whichever value is the lesser of the two.

Your monthly mortgage payments will consist of the monthly payment on your first note (principal payments) plus an amount specified to cover real estate taxes and homeowner’s insurance (escrow payments) for the upcoming year.  The escrow amount will be adjusted each year, as needed, to provide for an increase in property taxes and insurance costs.  You will also be required to repay Habitat Bucks for closing/settlement costs (fees and taxes associated with the sale of a property).  In an effort to reduce your out-of-pocket costs at settlement, Habitat Bucks pays these funds upfront; your monthly payment will include an amount to repay Habitat Bucks for these costs over the life of the first note.  

When the house is ready for you to move in, we will meet at settlement to review and sign all the documents necessary to transfer the house into your name and record the Mortgage and the Agreement of Sale.  The deed, mortgages and the Agreement of Sale (which includes the option to purchase) will be recorded in the Recorder of Deeds office at the courthouse, open to public inspection.

At settlement, you are required to make a payment of $500.00 to Habitat for Humanity of Bucks County to cover a partial amount of the closing costs.  The current housing development, Emerald Hollow, also has a Home Owners’ Association (HOA), which requires a $385 capital contribution at that time.  The capital contribution is deposited into the HOA’s reserve account to provide emergency and long-term funds for the HOA.  At settlement, the HOA also requires the monthly HOA fee for the remainder of the month in which you settle (prorated to the day) and the first full month’s fee (currently $85.00).  You will also be required to bring proof of purchase of your first year of homeowner’s insurance.  Homeowner’s insurance can cost anywhere from $400 to $600, and is your responsibility to obtain from the company of your choice.  Habitat retains the right to approve your insurance coverage prior to your purchase.

As mentioned, the remainder of the closing costs will be paid by Habitat at the time of settlement, but will be added to the overall amount to be paid back to Habitat (including the first mortgage).  You will also receive a one-year limited warranty on your home from Habitat to cover the repair of some items.

*Added to the first note, which outlines the purchase price of the home, will be an amount of approximately $2600 to cover interim taxes and the initial funds placed in your escrow account.  Interim taxes are those property/real estate taxes that are assessed at a time other than the regular billing time [local (borough/township) taxes are billed in March; school district taxes are billed in July].  Prior to your homeownership, the property is recorded in the tax offices as a parcel of land only.  Once the home is completed and ownership is transferred to you, the tax offices receive notice that the property has increased in value (in that a home has been placed on the land).  Because your tax bills for the current year would have already been paid (but for the land only), the tax offices send interim tax bills to request payment of the taxes on the new value of the property.  Habitat Bucks pays these interim tax bills on your behalf to reduce your out-of-pocket expense, as these bills can total well over $1000, depending on the time of year. 

Because tax bills are sent at different times throughout the year, your escrow funds cannot safely start at a balance of $0 at settlement (if they did, you may not have enough funds in your escrow account to pay your tax bills, depending on the time of year you settle).  Therefore, Habitat estimates how much money you should have in your account at settlement and provides your initial escrow funds (which is included in the estimated $2600). 

The interim taxes amount and initial escrow funds amount are estimated and placed on your first note with the purchase price of your home.  Once the actual interim tax bills are received and paid, your first note balance will be adjusted to reflect what you actually owe Habitat for covering these costs for you.

Estimated Amount Financed (excludes down payment/HOA costs):

Purchase Price of Home:
$115,000 – Phase II (price subject to change)

Estimated Interim Taxes/Initial Escrow Funds:
$2,850

FIRST NOTE/MORTGAGE TOTAL:
$117,850

(estimated total; re-paid monthly over 30 years)


CLOSING/SETTLEMENT COSTS:
$5,000

(estimated total; re-paid monthly over 30 years)

SECOND MORTGAGE TOTAL:
$30,000 


(payable to Bucks County at re-sale of home)


*2007-2008 Appraised Value of Home:
$178,500*


First Mortgage:
$117,850

Second Mortgage:
$30,000


THIRD MORTGAGE TOTAL:
$30,650

(estimated total; reduced 1/30th each year until home is re-sold or 30 years has expired, whichever comes first)

Estimated Monthly Mortgage Payment:


Principal (first mortgage over 30 years):
$327.36

Closing/Settlement Costs:
$13.89

Escrow (payments to next year’s tax/insurance bills):
$275.00

TOTAL:
$616.25
(estimated total for current Phase II costs; shown only to provide a general estimate)
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