Adjustable Rate Mortgage

Application Disclosure

DISCLOSURE AND (FIRST) MORTGAGE INFORMATION STATEMENT

Please Read Carefully

If you wish to obtain an Adjustable Rate Mortgage from Wellesley College, you should read the information below concerning the difference between this mortgage and other mortgages with which you may be familiar.

General Description of Adjustable Rate Mortgage Loan

THE COLLEGE OFFERS ONE TYPE OF ADJUSTABLE RATE MORTGAGE. THE INTEREST RATE WILL CHANGE EVERY FIVE YEARS BASED ON MOVEMENTS OF AN INTEREST RATE INDEX. YOUR MONTHLY PAYMENTS WILL INCREASE IF THE INTEREST RATE RISES OR WILL DECREASE IF THE INTEREST RATE FALLS. BECAUSE FUTURE MOVEMENTS OF THE INDEX ARE RELATED TO MARKET CONDITIONS THAT CANNOT BE PREDICTED, IT IS IMPOSSIBLE TO KNOW IN ADVANCE HOW MUCH YOU WILL HAVE TO PAY, EITHER EACH MONTH OR OVER THE LIFE OF THE LOAN. INTEREST RATE AND PAYMENT CHANGES WILL BE MADE ACCORDING TO CERTAIN RULES THAT ARE EXPLAINED BELOW.

The following outline of the terms of the Adjustable Rate Mortgage offered by the College is intended for easy reference only. You will find other essential information in this disclosure statement and in the loan note itself.

Adjustable Rate Mortgage

with Five Year Adjustment

Maximum Loan Term




30 years

Frequency of Rate Changes



Every 60 Months

Interest Rate Index
U.S. Treasury Securities weekly average yield adjusted to five year constant maturity

Maximum Rate Change At One Time


2%

Maximum Rate Over Life of Loan


4% above Initial Rate

Minimum Rate Change At One Time


1/8%

Minimum Rate Over Life of Loan


4% below Initial Rate

Prepayment Fee




None

Assumable or Not Assumable



Not Assumable

Possibility of Increasing Loan Balance


No

Minimum Down Payment 



5% of Purchase Price

How Your Adjustable Rate Mortgage Would Work:

Starting Interest Rate

The starting interest rate offered by the College on an Adjustable Rate Mortgage will be specified when we make a loan commitment to you.

Frequency of Interest Rate Changes

Your interest rate is subject to change five years after the date of your loan, and on each fifth anniversary of such date (the "Change Date"). The interest rate may increase or decrease at those times based on changes in the Index, and to recover any initial rate discount.

Index for Measuring Interest Rate Changes

The "Index" means the weekly average yield on United States Treasury securities adjusted to a constant maturity of five years, as made available by the Federal Reserve Board. Information on the five year Index is published monthly in the Federal Reserve Bulletin.

Interest Rate Changes

The interest rate on your Adjustable Rate Mortgage will increase or decrease based on movements in the Index. The "Current Index" means the most recent Index figure available as of 45 days before each Change Date. Before each Change Date, the College will add the number of percentage points indicated on your loan note (the "Margin") to the Current Index. The sum, rounded to the nearest one‑eighth of one percent, will be your new interest rate, unless the new rate would require a change which exceeds the maximum rate changes applicable to your Adjustable Rate Mortgage. The outline above shows the limitations on the amount by which the rate can change.

Mandatory and Optional Rate Changes

Decreases in your interest rate warranted by decreases in the Index will always be automatic within the rules for maximum and minimum changes. However, increases warranted by increases in the Index may be foregone at the College's option. If the College foregoes an interest rate increase, it may be taken at a later Change Date, unless doing so would conflict with the carryover rule described below.

Initial Monthly Payment

Your initial monthly payment will be an amount sufficient to repay the original loan amount in substantially equal payments over the term of your loan at the initial interest rate.

Payment Changes

Your initial monthly payment may differ from your final monthly payment. Changes in your Adjustable Rate Mortgage interest rate will mean that your monthly payments following a Change Date will change to an amount sufficient to repay the unpaid principal balance of your loan in substantially equal payments over the remaining term at the new interest rate.

Notice of Rate Changes

The College will send you notice of any interest rate change no later than thirty days prior to the Change Date. If the interest rate change will cause a payment change, this notice of the new payment will be at least thirty days before any new payment is due. The notice will tell you how the Index has changed and how the interest rate and payment schedule have been affected. This notice will also be sent whenever the college foregoes an interest rate increase it is permitted to take and when the Index has not changed at a rate adjustment date.

Fees

The College and other persons will charge fees in connection with your Adjustable Rate Mortgage. You will be required to pay an Application Fee of One thousand dollars ($1,000.00) to the College at the time of your closing, which fee shall apply to both your first mortgage and your Shared Appreciation Second Mortgage to the College (if any). However, the College will not charge any finance or processing fees at the time of any rate adjustment. Please read carefully the Good Faith Estimate of Settlement Charges set forth hereinafter.

Prepayment Penalty

You may prepay all or a portion of your Adjustable Rate Note at any time without a penalty.

Assumption of Adjustable Rate Mortgage

Your Adjustable Rate Mortgage and Note may not be assumed by a purchaser of your home without the College's prior written consent, and the College may condition that consent on the adoption of a new interest rate, a change in the method of calculating your new interest rate or a change in (or removal of) any rate change limitation.

Termination of Employment, Ownership and Use As Personal Residence

In the event of the termination of your employment with the College for any reasons other than your reaching retirement age under the College's then existing rules and regulations (provided, however, that if retirement occurs before your seventieth birthday, payment will not be required until you reach 70 or until your Note reaches its maturity date, whichever comes first), or if you become partially or totally disabled (and such partial or total disability necessitates such termination), or if you cease to be the owner of the premises, or if the premises cease to be your principal residence, your Note shall, at the option of the College, immediately become due and payable after notice as provided in your Note. Termination shall not include a leave of absence taken with the approval of the College.

Right of First Offer

If the premises are located close to the College, you will be required to enter into an agreement with the College that no owner of the premises will sell or convey (which shall include a gift of the premises or a lease for a term of more than one (1) year) the premises without first offering to sell the premises to the College at Fair Market Value.

Inspection Report

As part of the loan application procedure, the College requires that you provide it with a copy of a recent home inspection report for the premises. The cost of any such report shall be your responsibility.

Refinancing

The College does not anticipate at this time that it would be willing to rewrite any loan it may make to you now. As set forth above, you may prepay all or a portion of your loan at any time without a penalty.

Good Faith Estimate of Settlement Charges

Listed below is the Good Faith Estimate of Settlement Charges made pursuant to the requirements of the Real Estate Settlement Procedures Act (RESPA). These figures are only estimates and the actual charges due at settlement may be different. This form does not cover ail items you will be required to pay in cash at settlement, for example, any real estate tax adjustment.

Estimated Charge


Settlement or Closing Fee*



$


Abstract or Title Search*



$


Document Preparation*



$


Notary Fees*





$

Title Insurance**




$


Recording Fees*




$


Survey*





$


Home Inspection*




$


Municipal Lien Certificate*



$


Application Fee




$1,000.00

  
_____________________________


$

  
_____________________________


$

*
These costs will be incurred by you for services rendered by an attorney of your own choosing and you should consult with that attorney for an estimate of these charges.

**
For loan policy only, the premium is based on the mortgage amount and is figured at the rate of $1.50 per thousand up to, $500,000.00 and $1.00 per thousand thereafter.

Please acknowledge receipt of a copy of this Disclosure Statement by signing below.







__________________________________________

Applicant

____________________


__________________________________________

Dated





Applicant


1

