Wellesley College Mortgage Program

Frequently Asked Questions


Am I eligible for this mortgage?

The mortgage program is available to all tenured and tenured track faculty at an Associate or Full Professor level and senior administrators who have positions equivalent to or higher than vice president.  Physical education faculty with long-term renewable five- or six- year contracts hired on or before July 1, 2009 are also eligible for the mortgage program.

Must I live in the home?

Yes. The home must be a single-family dwelling and must be your primary residence for the lifetime of the loan.

What is the maximum amount Wellesley will loan?

The College currently will loan up to $800,000 in this program.

What is the maximum loan term?

The maximum loan term is 30 years.  In addition, both a 15- and a 20-year program are also available.

Is there a down payment required?

Yes. A 5 percent down payment is required.

How is the program structured?

The Wellesley College Faculty Mortgage program combines a five-year variable rate first mortgage and a deferred-interest second mortgage at 2 percent.

The second mortgage minimum is one-quarter the value of the house, while the maximum is two-thirds of the loan value (capped at $533,360). The first mortgage is provided for the remaining balance after the down payment.

Why is it called a deferred-interest mortgage?

Upon the sale of the home (or external refinancing) Wellesley College would share in the appreciation in the value of the property in exchange for offering the low-interest second mortgage.

What is the amount of money the College shares in the appreciation of the property?

The amount the College shares is defined by the following formula:  deferred interest mortgage/housing price.

For example:

Purchase a home 7/1/2001 for

$650,000

Down payment


$  50,000

Wellesley 1st mortgage

$200,000

Wellesley second mortgage

$400,000

Second percent (400/650) =

   61.54%

House sold      7/1/2021
         $1,500,000

Cost of home



$650,000

Gain on sale



$850,000

Wellesley portion of gain (61.54%)
$523,090

What happens if I retire?

Faculty members are not required to pay off their mortgages at retirement.

What happens in the event of the termination of my employment with the College for any other reason than retirement?

Your note(s) shall, at the option of the College, immediately become due and payable after notice is provided to you. (Termination does not include a leave of absence taken with the approval of the College.) Your note(s) will also immediately be due if you become partially or totally disabled (and such disability necessitates such termination), or if you cease to be the owner of the property, or if the premises cease to be your principal residence. Again this is at the option of the College and only after notice is provided to you.

If I meet the College’s requirements for the Faculty Mortgage Program, am I guaranteed a mortgage?

No. The Board of Trustees has allocated limited funding for faculty mortgages. Hence, the provision of loans is subject to the availability and funds on the part of the College and a satisfactory credit review of the potential faculty or staff member.

How much will my monthly payment be?

Suppose you borrow $600,000 with one-third of the value as a first mortgage ($200,000) and two-thirds as a second mortgage ($400,000). The table below indicates the total monthly payment requirements at various interest rates.
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First Mort. Payment

1,074

$           

 

1,136

$      

 

1,199

$      

 

1,215

$      

 

1,264

$      

 

Taxes***

475
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Insurance

44
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47

$           

 

48

$           

 

Total monthly payment

2,260

$         

 

2,323

$    

 

2,387

$    

 

2,404

$    

 

2,454

$    

 


*0.5% below market value for tax purposes, so as to avoid imputed income issues

**calculated at 2 percent simple interest

***for this example, taxes are calculated at $9.50 per $1,000 of value

Do I have any other options for securing a mortgage?

Yes. There are many banks or mortgage companies who have various mortgage programs.

What if I already have a mortgage with the College and want to switch to a bank or mortgage company?

You may arrange for a mortgage with the bank or mortgage company and use the proceeds to pay off the College.

What is the difference in interest rates between a bank or mortgage company and Wellesley?

Wellesley’s mortgage interest rates are set twice a year. The adjustable rate mortgage portion of the mortgage (the first mortgage) changes every five years. Banks or mortgage companies have a variety of options including fixed rate mortgages, 3 year variable rate mortgages, etc.  
What are the advantages to working with a bank or mortgage company?

You do not have to live within a 10-mile radius of campus.  Banks or mortgage companies offer several other options to faculty that Wellesley does not, including refinancing, home equity loans, prepayment plans, recommendations about the timing of refinancing, and a lock-in rate for 30 years, if desired.  In a time of rising interest rates, a fixed-rate mortgage may be advantageous.

What are the advantages to working with the Wellesley College Mortgage Program?

The College offers a deferred-interest mortgage that banks and mortgage companies do not. Sometimes the College interest rates are lower than market interest rates and can be advantageous to the mortgagee.
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