





























Example of SoftSecond Program and Hypothetical Purchase Price Buy
Down Assistance Program for Allston Brighton

Allston Brighton Purchase Price Buy Down Assistance for a household with $65,000
income (roughly 80% of Boston's area median income) to buy a condominium for a
family of four

Household Income $65,000
Interest Rate, 30-year term 5.5%

Sale Price $262,000
Buy Down Assistance ($115,000)
Homebuyer Price =$147,000
First Mortgage (77% of Homebuyer Price) $112,000
Downpayment (3% of $147,000) $4,400
SoftSecond Mortgage (20% of purchase price) | $29,000
Monthly Costs, years 1-5 (not considering S676
condo fee, taxes or insurance)

Conventional Mortgage Comparison

Household Income $65,000
Interest Rate, 30-year term 6.5%
Sale Price $200,000
Mortgage Amount $187,000
Monthly Costs (not considering condo fee, $950
taxes or insurance)
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Appendices

Analysis of the Gap Between Incomes and Home Values in Allston

Brighton, 1990 and 2000

4

Home Values in Allston Brighton, 1990

16%

Moderate
Income
229%

Income Range, 1990

Affordable Prices, 1997

Upper Income (>=100% of >=$59,600 >=5$149,000
Boston area median (AMI)

Middle Income (>=80% of >=$47,680 >=$119,200
AMI))

Moderate Income (>=50% of |>=$29,800 >=74,500
AMI)

Low Income (<50% of AMI) below $29,800 below $74,500

Sources: U.S. Census and U.S. Department of Housing and Urban Development

Allston Brighton CDC Homeownership Strategies Toolkit

58



Home Values in Allston Brighton, 2000

Below
$107,250
7%
$107,250 or
more

17%

$214,500 0r $171,600 or
mo:e mare
61% 15%

Households by Income in Allston Brighton, 2000

Middle Income

9% Low Income

57%
Upper Income
16%

Moderate
Income
18%

Income Range, 2000 Affordable Prices, 2007

Upper Income (>=100% of >=$85,800 >=$214,500
Boston area median (AMI)

Middle Income (>=80% of >=568,640 >=$171,600
AMI))

Moderate Income (>=50% of | >=$42,900 >=107,250
AMI)

Low Income (<50% of AMI) | below $42,900 below $107,250

Sources: U.S. Census and U.S. Department of Housing and Urban Development
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Glossary of Key Homeownership Terms

Adjustable Rate Mortgage: A loan that adjusts on a regular schedule based on a national economic index and the
lender's margin.

Amortization: the process of paying off a loan with regular payments over a fixed time period.

Annual Percentage Rate (APR); The cost of borrowing money expressed as a yearly rate, which includes the interest,
points and other fees charged by the lender

Appraisal; A professional opinion of the market value of a property.

Closing Costs: Expenses over and above the purchase price of the property that buyers and sellers incur in transferring
ownership of the property.

Commitment Letter: A formal offer by a lender stating the terms under which it agrees to loan money to a homebuyer.
Credit History: A record kept by the credit reporting agencies of how a borrower has repaid loans.

Debt-to-Income Ratio: The maximum percentage of a borrower’s gross monthly income that can be spent on the house
payment and all other creditor debts.

Deed: A legal document conveying title to a property.

Discretionary Income: The amount of money left over in a month after regular expenses are subtracted from the take-
home pay.

Escrow Account: A special account set up by the lender to collect and hold monthly payments toward annual property
taxes and homeowners insurance.

Finance Charge: The total dollar amount charged to use credit, which includes interest and other costs.

First Mortgage: A home loan that has priority over the claims of subsequent lenders for the same property in the event
of default.

Fixed Rate Mortgage: A loan on which the interest rate remains the same over the life of the loan.
Good Faith Estimate: A document that discloses anticipated settlement costs.
Gross Income: Money earned before taxes and other deductions

Hazard Insurance: Insurance to protect the homeowner against physical damage to a property from fire, wind,
vandalism and other hazards.

House Inspection: A professional opinion of the structural soundness of a property.

Housing Ratio: The maximum percentage of a borrower's gross monthly income that can be used to make the monthly
mortgage payments.

HUD-1 Settlement Statement: A final statement listing all of the costs of the sale of a property and who pays for them.

Index: A published market index rate tied to an economic indicator that is used to calculate the interest rate of an
adjustable rate mortgage at origination and at each adjustment period.

Interest Rate: The percentage of the loan amount charged for a loan.

Interest Rate Logk In: A written guarantee that a buyer will receive a specific interest rate from a lender, provided that
the loan closes within a set period of time..
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Loan Term: The amount of time a borrower has to pay off a loan.

Loan-to-Value Ratio (LTV): The ratio of the loan balance to of the appraised value of the house.

Margin: The set percentage the lender adds to the index rate to determine the interest rate of an adjustable rate
mortgage.

Mortgage; A security agreement between the lender and the buyer in which the property is collateral for the loan. The
mortgage gives the lender the right to collect payment on the loan and to foreclose if the loan obligations are not met.

Mortgage Insurance (PMI): A policy required by the lender if a borrower puts less than 20% cash down when buying a
home with a conventional or FHA loan.

Mortgage Payment: The total monthly loan payment known as principal, interest, taxes and insurance (PITI).

Non-traditional Credit History; A record of credit performance shown with receipts and check stubs from payments to
landlords, utility companies, and others.

Point; A fee that is 1% of the loan amount.

Pre-Approval: A guarantee that a lender will foan a potential buyer a fixed amount as long as he borrower buys a home
by a certain time and the house appraises for he amount of the money for which the borrower qualifies.

Predatory Lending: A type of lending that falls between appropriate risk-based pricing and blatant fraud and combines
certain products, terms, prices and practices.

Prepayment Penalty: A fee charged on some loans to a borrower who pays off a loan before it is due.
Principal: The outstanding balance of a loan, not including interest and other charges
Promissory Note: A document in which the borrower promises to repay a loan, also called a Note.

Property Tax: A tax charged by the local government and used to fund a variety of municipal services, such a schools,
police, or street maintenance.

Reserves: Money set aside for emergencies or repairs

Secondary Market: Investors that purchase residential mortgages originated by primary lenders, which in turn provides
lenders with money for future lendng.

Settlement Statement: A document required by the Real Estate Settlement Procedures Act that is an itemized
statement of services and charges relating to the closing or settlement of the property transfer.

Title: A legal document establishing the right of ownership in a property.

Title Insurance: Insurance to protect the lender (lender's policy) or the buyer (owner's policy) against loss arising from
disputes over ownership of a property.

Truth-In-Lending Statement: A document that discloses the terms and cost of a mortgage loan, including the APR.

Underwriting: The process of analyzing a borrower’s finances in order to approve or deny a loan.
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