
Impound Accounts
Frequently Asked Questions

What is an impound account and how
does it work?

An impound account (sometimes known as an "escrow 
account") is used to pay bills related to your property such as real 
estate property taxes, property insurance premiums, flood 
insurance premiums (if applicable) and other expenses as outlined 
in your mortgage contract. Bills for these services are sent directly 
to your lender by the service provider. A portion of your loan 
payment is deposited to this account each month to fund impound 
expenses.

Your impound account is reviewed annually to determine the 
anticipated amount of your monthly impound deposit based on the 
bills your lender expects to receive and pay on your behalf. Once 
the analysis is completed, you will receive an Impound Account 
Disclosure Statement that provides you with your new loan 
payment information.

What information is on my annual
impound account disclosure statement?

The statement provides projected and historical impound 
activity. It also shows your current and new loan payment 
amounts, including the portion deposited to your impound 
account. Should there be an impound surplus or shortage, this 
disclosure will provide an explanation of how it will be handled.

How is my monthly impound deposit
calculated?

Your impound deposit is equal to 1/12th of the total bills 
your mortgage lender anticipates paying on your behalf during the 
next year. A minimum impound account balance, or cushion, is 
permitted per Federal law and is equal to two months of your 
monthly impound deposit.

What will cause the amount of my
impound deposit to fluctuate?

There are several reasons why your impound deposit may 
increase or decrease:
• A property tax increase or decrease
• An insurance premium increase or decrease (i.e. homeowners,

mortgage, etc.)
• A shortage or surplus of funds
• An increase or decrease in other bills your lender pays for you

What happens when there is a surplus of
impound funds?

If your loan is current (not delinquent) and has a surplus at 
the time of your impound analysis, your lender should advise you.

Policies vary from lender to lender, so make sure and call 
your lender’s loan service department if you have any questions.

What happens when there is a shortage
in your impound account?

A shortage occurs when your account balance is less than 
the required balance at the time your account is analyzed.

Your impound shortage should be automatically spread out 
over a 12-month period and added to your monthly payment. Or if 
you prefer, you can pay your impound shortage in part or in full. If 
you choose this option, there may be a one-time adjustment to 
your monthly mortgage payment.

Policies vary from lender to lender, so make sure and call 
your lender’s loan service department if you have any questions.

How can I dispute an increase in my
impound deposit?

Should you feel your lender's calculations are incorrect or if 
you have access to better estimates from a taxing authority or 
insurance provider, contact your lender directly. They will use your 
documented information to perform a new analysis, possibly 
resulting in a lower impound deposit amount.

IMPORTANT: Only your taxing authority or insurance 
company can change the amount of the bill your lender pays on 
your behalf. You must contact them directly.

Our company is a proud member of
The Escrow Institute of California.

Escrow Institute of California member companies are 
experienced, knowledgeable professionals with a commitment to 
provide honest, quality escrow services for a fair price.

The symbol is assurance that the escrow company is 
independent and licensed under strict guidelines set by the State of
California. members protect the consumers’ funds by providing
fidelity bonding of trust accounts. Independent Escrow Companies 
are 100% neutral and specialists whose sole business is escrow.

The offers its members an ongoing program of meetings,
seminars and direct mailings about topics of importance to the 
escrow industry, making our members among the most 
knowledgeable in the business. For information about the escrow 
process call or visit our website.

(760) 633-4342 
www.EscrowInstitute.org
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