MassWorks Mortgage℠ Program 

Term Sheet
The MassWorks Mortgage Program (the “Program”) is a public/private initiative designed to increase affordable housing opportunities for low- and moderate-income first-time homebuyers and to assist Massachusetts employers in recruiting and retaining employees.  The Program has been developed by private lending institutions, the Commonwealth of Massachusetts, acting through its Department of Housing and Community Development (DHCD), and the Massachusetts Housing Partnership Fund Board (MHP).  MassWorks builds on the successful SoftSecond® Loan Program by using private funds to deepen the available interest subsidy on the second mortgage (see the third full paragraph below) and/or reduce principal on the first mortgage. 
The Program requires participating Massachusetts employers to offer assistance of a minimum amount of $2,500 per eligible employee.  Subject to availability, DHCD will “match” the employer assistance up to the amount of $5,000 per eligible employee (“State Match”).  These two funding sources will be defined as “MassWorks Funds”.  “MassWorks Funds” will take the form of a “zero-interest” loan, and funds shall, depending upon eligibility, be used first as interest subsidy and then as down payment assistance.  The portion of the loan, if any, that is used as a down payment on the purchase of the Property may be forgiven at the rate of 20% per year provided that the Borrower-employee remains employed by the participating employer and otherwise complies with the terms of the Program.

The MassWorks Mortgage Program gives borrowers increased purchasing power through two mortgages: a conventional first mortgage and a second mortgage, the latter of which is supported by an interest subsidy for eligible purchasers. The purchase price is financed as follows: (i) a minimum down payment of 3% from the buyer, of which 1.5% must be from the borrower’s own funds and up to 1.5% may be gifted; (ii) first mortgage loan of up to  77% of the purchase price (eliminating the need for private mortgage insurance);(iii) a  second mortgage loan in the amount of 20% of the purchase price or $20,000, whichever is greater and (iv) a third mortgage loan consisting of either or both (a)  interest subsidy assistance applied monthly for the first nine years to partially reduce the interest payments the Borrower must make on the second mortgage,  which is repaid on the earlier of the sale or transfer of the Property or upon maturity and/or (b) down payment assistance to reduce the amount of financing necessary to acquire the Property, all or a portion of which may be forgiven provided certain requirements are satisfied. 

Eligibility Requirements: 
1. Borrower must be a first-time homebuyer. A first-time homebuyer is defined as an individual who has not had an ownership interest in a principal residence within the prior three years. See the SoftSecond Program Guidelines (as amended) for exceptions. 

2. Borrower must be an authorized employee of a participating MassWorks employer. 

3. Borrower must agree to complete MHP approved pre- and post-purchase homebuyer 

education courses. 
4. Borrower’s total household income must be within SoftSecond income limits for the community where the property is located.  In addition, the borrower must meet SoftSecond’s Asset Test requirements, as defined below.
5. Borrower must choose a property located in the Commonwealth of Massachusetts.

6. Borrower must use the property as his or her principal residence during the term of the loan. If the Borrower ceases to use the property as his or her principal residence during the term of the loan, such failure constitutes an event of default under the Program and may result in acceleration of all or part of the loan and/or commencement of foreclosure proceedings. 
7. Borrower must meet program underwriting requirements. See the SoftSecond Program
Guidelines (as amended). 

First Mortgage 
Mortgagee:   

Participating Lender 

Term:    

30 years 

Amortization:   
30 years 

Interest Rate:   
Participating lender’s 30-year, 2-point rate. 0 points charged 
to borrower. (Most Participating Lenders give an additional 50 basis point discount.) 

Loan Amount:  
Typically 77% of the purchase price (could be less depending on second mortgage and down payment amounts) 

Second Mortgage 
Mortgagee:   

Participating Lender 

Term:    

30 years 

Amortization:   
20 years (non-amortizing for first ten years) 

Interest Rate:   
Same as first mortgage 

Loan Amount:  
20% of the purchase price (or $20,000, whichever is greater) 

 
Repayment:   
Borrower pays interest-only for first 10 years. For qualifying 

borrowers, public funds and/or employer funds pay a portion of the interest due. 

Loan Loss Reserve: 
Funded by the SoftSecond™ Loan Program at 3% of the second
mortgage, to be utilized by the Participating Lender in the case of a loss.         

Third Mortgage   
Applicable if borrower receives interest subsidy assistance on second mortgage and/or down payment assistance secured by a third mortgage on the Property.
Mortgagee:   

MHP 

Term:    

30 years 

Interest Rate:   
0% interest 

Repayment:   
Interest Subsidy Assistance: Borrower repays that portion of the third mortgage loan (if any) that is interest subsidy upon the earlier to occur of sale or transfer of the borrower’s interest in the Property or thirty (30) years from the closing date.  If the Property is sold or transferred in years 1-5, borrower repays amount of subsidy used as of that date.  If the Property is sold or transferred after year 6, the borrower repays the lesser of: 1) the subsidy used as of that date or 2) 20% of net appreciation. However, in no case will the borrower’s repayment, when combined with other secured debt, exceed 97% of the property’s value.
Down payment Assistance:  Down payment assistance, if any, is fully repayable upon the sale or transfer of the borrower’s interest in the Property within the first year of closing. Twenty percent (20%) of the amount of down payment assistance will be forgiven annually, on the anniversary date of the loan, provided the borrower-employee remains employed by the participating employer on such anniversary date(s) and is utilizing the Property as his/her principal residence, such that the down payment assistance will be forgiven in full assuming continuous satisfaction of such terms  on the fifth anniversary date of the loan. If an employee separates from the employer prior to year 5 but remains in the home, the funds that have not been forgiven are due upon the sale or transfer of the employee’s interest in the Property, whenever it occurs.
Asset Test:
Total household liquid assets cannot exceed $75,000.  Applicants with assets over $75,000 do not qualify for the MassWorks Mortgage Program.  

Assets considered include:




-savings and checking accounts





-stocks





-bonds





-gifted money, including gifts of equity




-other forms of capital investments (excluding retirement




accounts such as 401(k), 403(b), 457 and IRA accounts, as




well as any government approved college savings plans), and





-real property (land owned or bequeathed) 

-assets will include the total of funds used for down payment and reserves, with the exception of down payment funds contributed by authorized MassWorks employers, from State Match and/or from municipal sources.
Down Payment:   
3% Required Minimum.  1.5% must be borrower’s own money / 1.5% can be gift or grant (Minimum down payment amount of $1,500 required on purchase prices under $100,000)  

Borrowers with down payments of 20% or more of the purchase price, totaling less than $75,000 (either cash or gift) who meet all other guidelines, may qualify for the loan, but will not qualify for a publicly funded subsidy.
MHP will determine the amount, if any, of employer funds that will be used toward down payment assistance.  
  
Underwriting Ratios:   
Please see SoftSecond Program Guidelines for complete details.  
Condo/ Single family properties: 33% / 38%. Some exceptions apply.  

Two-/ Three- family properties: 28% / 36% (net 75% rental income from PITI). Some exceptions apply.  Please see the Program Guidelines for details.
* Multifamily properties must also meet a second qualifying test. Housing-to-income ratio for two-family properties must not exceed 50% (w/ zero rental income.) Housing-to-income ratio for three-family properties must not exceed 50% (w/ 100% of rental income from the unit with lower-forecasted rent.) 

Other Guidelines:   
Except as detailed above, MHP and its participating lenders will underwrite and approve all first mortgage loans consistent with applicable Fannie Mae products as described in the Fannie Mae Selling Guide. (These requirements are adopted by MHP and should not be construed as an implied or explicit indication of Fannie Mae’s commitment to purchase the lender’s interest in the first mortgage loan except such first mortgage loans for inclusion in any mortgage-backed security issued by Fannie Mae.) 
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