TOWN OF WESTWOOD

Housing Division

Department of Community & Economic Development

WESTWOOD LOCAL INITIATIVE PROGRAM
WHAT IS MY HOME WORTH?

The value of your home is determined by the Deed Rider and Local Initiative Program (LIP) Guidelines set by the Executive Office of Housing and
Livable Communities. There are two different forms of Deed Riders, both of which are subject to the same program rules but use slightly different
calculations to determine the value. The value is referred to as the Maximum Resale Price in your Deed Rider. For simplicity, we will refer to it as
the “value” in this guide. The value is used for the purposes of resale, refinances, second mortgages, tax assessments, and any other LIP matter.
Which Deed Rider you have depends on when you purchased your LIP home.

WHEN DID YOU PURCHASE YOUR HOME?

PRIOR TO 2006
DISCOUNT RATE
|

If you purchased your home prior to 2006, you likely have a Deed
Rider that uses a Discount Rate. This number can usually be found in
the eighth paragraph that begins with, “WHEREAS, a Discount Rate
equal to [number]% of the appraised fair market value...”

example

WHEREAS, a Discount Rate equal to 36 % of the appraised fair market
value of the Property (the "Discount Rate") as determined by EOCD is hereby
assigned to the Property, and such Discount Rate shall be used in dererm.nmv the
Maximum Resale Price of the Property (UPON ITS DETERMINATION OF THE
DISCOUNT RATE FOR THE PROPERTY, EOCD WILL ISSUE TO THE GRANTEE A
CERTIFICATE IN RECORDABLE FORM (THE "DISCOUNT RATE CERTIFICATE")
WHICH STATES THE APPROVED DISCOUNT RATE FOR THE PROPERTY AND
WHICH SHALL BE RECORDED WITH THE FIRST DEED OF THE PROPERTY.);

2006 OR LATER
RESALE MULTIPLIER
|

If you purchased your home in 2006 or later, you likely have a Deed
Rider that uses a Resale Multiplier. This number can usually be found
in Section 1 [Definitions] in the definition for “Resale Price Multiplier.”
The definition is usually split between two pages.

example

Resale Price Multiplier means the number calculated by dividing the Property’s initial sale price
by the Base Income Number at the time of the initial sale from the Developer to the first Eligible
Purchaser. The Resale Price Multiplier will be multiplied by the Base Income Number at the
time of the Owner’s resale of the Property to determine the Maximum Resale Price on such
conveyance subject to adjustment for the Resale Fee, marketing expenses and Approved Capital
Improvements. In the event that the purchase price paid for the Property by the Owner includes
such an adjustment a new Resale Price Multiplier will be recalculated by the Monitoring Agent

by dividing the purchase ﬁmE 58 paid by the Base Income™Nufnbkr at the time of such purchase,
and a new Resale Price Cerfififiate will be issued and recordéd féflecting the new Resale Price
Multiplier. A ResklePrite Mtiplidt of 2.21 is heleby -N‘tlgim& tr;th% Property.

COPY

AREA MEDIAN INCOME (AMI)

AMI is used in many calculations for affordable housing. Every year, the Department of Housing and Urban Development (HUD)
releases the median income for each metropolitan statistical area. It identifies the median, or middle, earnings of everyone that lives
within this area. Westwood is part of the Boston-Cambridge-Quincy (BCQ) metropolitan statistical area, which encompasses eastern

MA and portions of New Hampshire.

1. APPLY FORMULA

This type of Deed Rider requires getting an appraisal, or - in
some cases - d real estate agent’s value.

Discount Rate x Appraised Value
(from Deed Rider) (from appraisal)

example: $1,200,000 appraisal
36% x $1,200,000 = $432,000

This type of Deed Rider does not require an appraisal or real

estate agent’s value. For this specific calculation, the AMI for a

family of four released annually by HUD is always used.

Resale Multiplier x Area Median Income (AMI)
(from Deed Rider) (for the current year)

example: using the 2025 AMI
2.21 x $160,900 = $355,589

Capital improvements approved by the Town and EOHLC can be added to the value. These improvements must be documented.

Value + Value of Capital Improvements

example: $10,000 invested in a new roof
$432,000 + $20,000 = $452,000

Value + Value of Capital Improvements

example: $10,000 invested in a new roof

$355,589 + $20,000 = $375,589
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2. DETERMINE AFFORDABILITY LIMIT

The limits are, in part, dependent on the household size. In the homeownership program, the household size is based on the
number of bedrooms, rather than the number of people in the household.

# of Bedrooms + 1 = Household Size

example: 3-bedroom home
3 Bedrooms + 1 = Household of 4

This type of Deed Rider requires that the value is affordable to This type of Deed Rider requires that the value is affordable to

an appropriately-sized household earning 80% AMI. an appropriately-sized household earning 70% AMI.
example: 3-bedroom home example: 3-bedroom home
80% Income Limit for Household of 4 = $132,300 70% AMI Income Limit for Household of 4 = $115,763

Due to the commonly-accepted best practice that households should not spend more than 30% of their income on housing. the
affordability limit is 30% of the applicable income limit.

30% x 80% AMI Income Limit for Household Size 30% x 70% AMI Income Limit for Household Size
= Target Annual Housing Cost = Target Annual Housing Cost
example: 3-bedroom home example: 3-bedroom home

30% x $132,300 = $39,690 30% x $115,763 = $34,728.90

The target annual housing cost is next broken down into monthly payments.

Target Annual
Housing Cost

= Target Monthly Housing Cost

12
example: 3-bedroom home example: 3-bedroom home
34,728.90
359650 _ $3,308 $3472890 $2,894
12 12

3. DETERMINE VALUE WITHIN AFFORDABILITY LIMIT
. ____________________________________________________________________________________________________________________________________________________|
Using an affordability calculator, factors such as mortgage interest, private mortgage insurance, property taxes, and hazard
insurance are used to determine a value that is equal to or within the target monthly housing cost. If you have an HOA fee, this is
factored into the monthly housing cost as well.

Sales Price $386,600 Sales Price $338,200
Mortgage Interest Rate 7.08% Mortgage Interest Rate 7.08%
Monthly P&l Payments $2.463.00 Monthly P&l Payments $2.155.00
(5% down payment) ' (5% down payment) '
Monthly Property Tax $412 Monthly Property Tax $361
($12.80 per $1,000 in assessed value) ($12.80 per $1,000 in assessed value)
Hazard insurance $193 Hazard insurance $169
PMI $239 PMI $209
Monthly Housing Cost $3,308 Monthly Housing Cost $2,892
example: 3-bedroom home example: 3-bedroom home
$386,600 broken down into monthly payments is the closest $338,200 broken down into monthly payments is the closest
to the $3,308 target monthly housing cost to the $2,894 target monthly housing cost
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4. ADJUST VALUE IF UNAFFORDABLE
_________________________________________________________________________________________________________________________________________________________________________________|]
If the result of step 1, which is the value using the Deed Rider formula, exceeds the value from step 3, which is the affordability
limit, the value in step 3 is used instead. Since the AMI in Westwood’s metro area and the market value of homes are both so high,
the values almost always require an adjustment.

example: 3-bedroom home example: 3-bedroom home
$452,000 exceeds $394,332 375,589 exceeds $344,964
Value = $394,332 Value = $344,964

KEY CONSIDERATIONS

¢ Assessed values are only calculated once per year, meaning your assessed value will only change once per year. The
HOA fee, interest rate, and AMI applicable at the time of recalculation will be used.

e The value used in the event of a resale, refinance, or other LIP-related request is dependent on the AMI, interest rate,
and HOA fee at the time of the request. This means your assessed value will likely be lower than the actual value.

e EOHLC determines the value for resales. The 2% resale fee only applies in the event of a resale.

¢ Each deed rider is unique to the property and depends on when you purchased your home. So your home may be
valued differently than your neighbor’s home even if you have the same number of bedrooms.

WHY ARE THERE DIFFERENT DEED RIDERS?

The LIP has evolved with time. Your Deed Rider may refer to EOHLC as EOCD or DHCD due to the agency’s name
changing with different administrations over the years. In 2006, EOHLC adopted what's called a “universal deed rider”
that is clearer, but follows the same basic principles. Any home sold or resold since then uses this updated format.

LIP HOMEOWNERS" GUIDE

SCAN THIS QR CODE
OR
VISIT BIT.LY/4HNPCDV
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