TOWNSHIP OF LOWER MERION

GRANTS AND COMMUNITY Wednesday, September 22, 2021
DEVELOPMENT COMMITTEE 6:50 PM ( Approximately)
Chairperson: Tiffany O'Neill
Vice Chairperson: Anna Durbin, Anthony C. Stevenson

AGENDA

1. APPROVAL OF MORTGAGE INCREASE FOR A HOME PURCHASE MORTGAGE
RECIPIENT



MONTGOMERY COUNTY, PENNSYLVANIA Township

AGENDA ITEM INFORMATION

ITEM: APPROVAL OF MORTGAGE INCREASE FOR A HOME PURCHASE MORTGAGE
RECIPIENT

Consider for recommendation to the Board of Commissioners approval to allow a Homeowner who
participated in the Township's Home Purchase Program to increase the size of their first bank held mortgage,
and allow the Lower Merion Township Municipal liens to remain in second and third positions.

PUBLIC COMMENT

ATTACHMENTS:
Description Type
] ISSUE BRIEFING Issue Briefing



Topic:

TOWNSHIP OF LOWER MERION

Grants and Community Development Committee

Issue Briefing

CDBG - Home Purchase Program Mortgage Change Request

Prepared By: Emily Crane, Community Development Technician

Date:

September 17, 2021

Action to Be Considered by The Board:

Approve a homeowner who took part in the Township’s Home Purchase Program in
2014 to refinance the first mortgage at a larger amount in order to use some equity
that has accumulated to make improvements.

Why This Issue Requires Board Consideration:

The Lower Merion Township Board of Commissioners needs to approve the
Township liens remaining subordinate to a new larger first mortgage.

Current Policy or Practice (If Applicable):
Language from Mortgage/Lien Agreement between Township and Homeowner

(13) Refinancing. Lender will agree to subordinate and remain in a second
mortgage position if the owner is refinancing solely for the purpose of reducing their
interest rate. Other than the cost of refinancing the first mortgage balance, no
additional funds may be financed unless the debt secured by this mortgage is paid off
or Lender agrees to remain in a 2" position behind a higher mortgage position.

Other Relevant Background Information:

The Homeowner is requesting permission to refinance the first mortgage involved in
the Home Purchase program in 2014. They have been living in the home and paying
down their first mortgage in a timely manner and have kept the house in good
condition. The house purchased through the program did not have extensive
renovations done and is in need of some renovations to the kitchen.

The Owner would like to take advantage of the current low interest rates to lower the
interest rate they currently pay, shorten the term of their lien to 15 years, and to make
use of some of the equity that has accumulated to complete the needed renovations.



VI.

The homeowners have been approved for a mortgage of $155,000 at 2.5% for 15
years. The homeowners have made all their current mortgage payments on time, and
their FICO scores are reported as 797 and 803.

The Township placed two municipal liens on the home at time of purchase. The first
and larger of the two was a “soft” second mortgage, which will be reduced down to
75% of its original value after 10 years, and then to 50% of its original value after 20
years as long as the homeowners remain in the house. The purpose of the second and
smaller lien was to assist with closing costs. The total liability on the house,
considering the new mortgage and the two municipal liens will be $243,379. The
house recently appraised at $350,000. The loan to value with this new larger
mortgage will be 72%.

Impact on Township Finances:
There is no impact to the Township’s finances. All funds are federal CDBG funds.

Staff Recommendation:
Staff recommends that the Board of Commissioners approve the request to allow the

Township’s mortgages to remain in 2" and 3™ positions.
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