
ESTIMATING ADD’L FUNDS REQUIRED AT CLOSING(Escrows & Prepaids)

1. Real Estate Taxes: Generally, 3 months’ property taxes (1 quarter) are needed to 
establish an escrow account. Take the annual property taxes of the
property you are interested in, divide by 12, and multiply by 3!

Ex.: Annual Taxes = $1,780.00/yr
Tax escrow (at closing) = $445.00

2. Property Insurance: IF you are purchasing a detached home (NOT a condominium
or Townhouse), 1 year’s home insurance will need to be paid
in advance of closing, AND two months’ insurance will be
escrowed at closing.

Ex.: Home Insurance = $450.00/yr
Prepay $450.00 + Escrow $75.00 at closing.

3. Prepaid Interest: Depending on WHICH DAY OF THE MONTH your closing is to
occur, you will be required to PREPAY the Interest on the
days remaining in the month. Your PER DIEM will be based
on the LOAN AMOUNT multiplied by the INTEREST RATE,
then divided by 360, then multiplied by the number of days!

Ex.: Borrowing $300,000.00 at 6.75%, and closing on July 14,
your prepaid interest will be:

$300,000.00 x 6.75% / 360 x 18 = $1,102.50

4. P.M.I: IF your mortgage is greater than 80% of the purchase price
(in other words, if your DOWN PAYMENT is less than 20% of
the purchase price), “private mortgage insurance” is required.
This will add a monthly premium to your mortgage payments,
to be estimated thusly:

5% Down: Mortgage Amount x .78% / 12 = Monthly Premium

Ex.: Sale Price = $316,000.00; Mortgage = $300,000.00
$300,00.00 x .78% / 12 = $195.00/mo

$390.00 (2 months) escrowed at closing

10% Down: Mortgage Amount x .52% / 12 = Monthly Premium

Ex.: Sale Price = $333,500.00; Mortgage = $300,000.00
$30,000.00 x .52% / 12 = $130.00/mo

$260.00 (2 months) escrowed at closing


