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E Advantage, Move-Up,
ARKANSAS DEVELOPMENT FINANCE AUTHORITY Move-Up Choice.

Homeownership Program Includes DPA

EXHIBIT 6-G /

In connection with the ADFA Homeowner Program, the following documents are
attached for your review and issuance of Compliance Certificate (EXHIBIT 6-H)

BORROWER: CO-BORROWER:

ADFA NUMBER: DPPA NUMBER:

e ___ Typed Certificate of Compliance (Exhibit 6-H)
e ____ Copy ofall automated underwriting findings or loan approval signed by
underwriter

e ____ Typedloan application with all correct information, signed and dated
by borrower(s). (If typed application is not signed submit both typed copy and
initial signed application) '

e ____ Typed DPA or ADDI loan application (if applicable)

e ___ LoanEstimate dated within 3 days of application for first mortgage and
DPA or ADD], if applicable

e ____ Copyofcreditreport

e ____ Copy ofReal Estate Contract-Signed and dated by all parties

e ____ Copy of Verification of Employment or Verbal Verification of

Employment from lender verifying dates of employment and person’s full
name and title of position within the company giving the information

) Copy of recent (within 30 days) paystubs showing year to date totals

o ____ ForSelf Employed borrower(s)-provide past 2 years federal tax returns
with 1099(s) and/or W-2's and a current Profit and Loss Statement signed and
dated certifying as true and correct
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___ Original Exhibit 5-A-Mortgagor’s Application Affidavit and Certification-
Must be completed and signed by all application residing in the home who are
18 years or older

____ Original Exhibit 5A-1 (if applicable)-Occupant Affidavit and
Certification must be completed and signed by all non-loan applicants
(including spouse) who will be residing in home who are 18 years or older

Original Exhibit 5-C-Notice to Buyers (For FHA and RD loans only)

[

Signed and Dated Federal Tax Returns and accompanying W-2's for
most recent tax year IF PURCHASING IN A NON-TARGETED COUNTY. IRS
Transcripts may be submitted in lieu of copy of tax returns

—  Original Exhibit 5-B (if applicable) for borrowers who were not
required to file tax return in the most recent tax year

Copy of complete appraisal

THE UNDERSIGNED MORTGAGE LENDER CERTIFIES THAT THIS MORTGAGE
LOAN IS ELIGIBLE FOR CONSIDERATION UNDER THE PROGRAM DESCRIBED
WITHIN THIS DOCUMENT. 1 HAVE VERIFIED THESE ITEMS AS THEY PERTAIN
TO ADFA RESTRICTIONS. 1 UNDERSTAND THAT MY SIGNATURE BELOW
INDICATES THAT ALL ITEMS HAVE BEEN SUMITTED AND ARE COMPLETE.

Contact person's name _

should always appear
here, signed and dated Loan Processor/Authorized Signature

Name

Date
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ARKANSAS DEVELOPMENT FINANCE AUTHORITY
Homeownership Program

EXHIBIT 6-H
B A P TP HTRAT
| ADFA CERTIFICATE OF COMPLIANCE ﬂ
Name of Lending Institution ADFA Number DPA Number
Mailing Address - P O Box or Street & Numbor ADFA Lender Number
Clw/§m(e/2lp Code 7elcphoue Number Fox Number
Contact Person for This Loan Binall Address

NAME OF BORROWER:

NAME OF CO-BORROWER!

PROPERTY ADDRESS:
(Street & Number As on Note and Mortgage)
(Cly/State/Zip Code)

LOAN AMOUNT: § LOAN RATE:

DPA LOAN AMOUNT: §, DPA INTEREST RATE:

COUNTY PROPERTY LOCATED: EXPECTED CLOSING DATE:

LOAN TYPE:

The above referenced lonn file has been rev(owed and found to be In compliance with the requireinents
Of the Intemal Revenue Code of 1936 as d and Ark Dovelopment Finance Authority's
Regulations. THIS SIONED APPROVAL DOES NOT GUARANTEE PURCHASE BY THE MASTER
SERVICER,

‘The Mortgnge Loan shall be closed In accordance with the guldelines set out in the Program Quide and
‘The Mortgage Origination Agreement,
ARKANSAS DEVELOPMENT FINANCE AUTHORITY

DATE: By:

Mortgage Bond Compliance Analyst
Telephone Number: (301)682-5900

LOANS MUST CLOSE, BE DELIVERED & CONDITIONS CLEARED BY ADFA NO LATER THAN:
LOANS MUST BE PURCHASED BY MASTER SERVICER BY!

Submission
Exhibit for
Advantage, Move-
Up, Move-Up
Choice. Printing
from IRS will auto
populate fields on
the form. Make
sure all
information on the
6-H is correct.



ARKANSAS DEVELOPMENT FINANCE AUTHORITY
ADFA ADVANTAGE
EXHIBIT 5-A

[ BORROWER'S CERTIFICATE ASTOINCOME |

Ladies and Gentlemen:

I understand that HOUSEHOLD INCOME includes total income from all sources (before
taxes or withholding) of all adult persons residing or intending to reside in the Single Family
Residence to be financed with the proceeds of the Mortgage Loan. The total number of all
persons who will reside or intend to reside in this Single Family Residence i3 . The total
number of all persons 18 years old or older who will reside or intend to reside in this Single

- Family Residence Is . Household Income s defined as the “current household income of a

potential Mortgagor, and shall in any event include the current gross income of all persons who
reside or intend to reside with such Mortgagor in the same dwelling unit (other than persons
under 18 years of age who are not primarily liable or secondarily llable on the Mortgage Note),
but exclusive of the income of any CO-SIGNER of a Mortgage Note who does not reside or
intend to reside therein, as evidenced by documentation satisfactory to the “Authority.” The
information contained in the loan application Is information relevant to a determination of my
annual Household Income as the date hereof, and to the best of my knowledge and belief.
Current gross income is gross monthly income multiplied by twelve (12). Gross monthly income
is the sum of monthly gross pay, any additional income from overtime, part-time employment,
bonuses, commissions, dividends, income from assets, interest, royalties, shift differential,
penslons, VA compensation, net rental income, etc., and other income such as alimony, child
support, mileage, military allowance, public assistance, sick pay, social security benefits,
unemployment compensation, income received from trusts, and income received from business
activities or investments, etc.

Applicaiton
Exhibit

All blanks
completed,
Original
Signature of
Borrower(s) is
required and
should include
property
address.

As defined above, my annual Household Income is $ . 1 do not expect -

such annual Household Income to change within the next 180 days. This amount includes the
annual income of all persons age 18 years and older who Intend to occupy the mortgaged

property.

BORROWER: CO-BORROWER:
(%), (%),

Name; Name:

Date: Date:

PROPERTY ADDRESS:

(MAILING ADDRESS/STREET & NUMBER) (AS ON NOTE & MORTGAGE)

I (CITY/STATE/ZIP CODE)

* THISDOCUMENT MUST BE EXECUTED BY BORROWER AND CO-BORROWER
AT TIME OF LOAN APPLICATION




The undersigned,

-

R

Printing
from IRS has
fillable fields.
Complete
ALL fields

Advantage Application Exhibit to be completed. One exhibit for each
non-borrower occupant over the age of 18 years.

ARKANSAS DEVELOPMENT FINANCE AUTHORITY
ADFA ADVANTAGE
EXHIBIT 5 A-1

Non-Borrower Occupant Name

duly states under oath that:

1. Tintend to be an occupant of the residence located at : Property Address including zip code

2. My gross monthly income is § s (Gross monthly income is the sum

of monthly gross pay, any additional income from overtime, part-time
employment, bonuses, commissions, dividends, income from assets, interest,
royalties, shift differential, pensions, VA compensation, net rental income,
etc, and other income such as alimony, child support, mileage, military
allowance, public assistance, sick pay, social security benefits, unemployment
compensation, Income teceived from trusts, and income received from
business activities or investments, etc.).

3. Three years of Federal Income Tax Returns are required.

I am providing tax returns with W-2’s attached for the following years: ~ Current tax year
; ; . required

I have pot filed, and was under no obligation to file, the following
income tax years: ; ; .

4, (CHECK APPROPRIATE RESPONSE). | have ___ I have pot had a present -

ownership Interest in a principal residence of mine at any time during the three-year

period prior to the date of executing the mortgage on said resldence. check
appropriate

I'UNDERSTAND THAT FOR THE PURPOSES OF THE FOREGOING, EXAMPLES  box

OF INTERESTS WHICH CONSTITUTE A PRESENT OWNERSHIP INTEREST

(AND L EME

ARE THE FOLLOWING:

A fee simple interest:

A Joint tenancy, a tenancy in common, or a tenancy by the entirety;

The interest of a tenant-shareholder in a cooperative;

A life interest;

A land contract (i.e., a contract pursuant to which possession and the benefits
of ownership transferred although a legal title Is not transferred until some
later date);

f. Aninterest held in trust for the mortgagor (whether or pot created by the
mortgagor) that would constitute ownership interest if held directly by the
mortgagor;

A 1



EXHIBIT 5 A-1
Page 2

g A lease with an option to purchase for a nominal sum; and
h.  An interest in a mobile home that has been, and is now, permanently affixed
to real property.

EXAMPLES OF INTEREST WHICH DONOT CONSTITUTE PRESENT

OWNERSHIP INTEREST AND THUS WOULD NOT RESULT IN MY FAILING TO
MEET THE REQUIREMENTS ARE THE FOLLOWING:

a. A remainder interest;

b. A lease without an option to purchase or a lease with an option to purchase at
falr market value; '

¢. A mere expectancy to inherit an interest in a principal residence;

d. The Interest that a purchaser of a residence acquires on the execution of a
purchase contract;

e. Aninterest in other than a principal residence during the previous three
years;

f.  Annterest in a mobile home that has not been, and is not now, permanently
affixed to a real property.

OCCUPANT (%) _

Name:
Non Borrower
Date: occupant to sign
and have
ACKNOWLEDGMENT notarized.
Original
STATE OF ARKANSAS ) signa.tures
COUNTY OF ) required.
On this day of , 20 , before me, a Notary Public within and for

the said County and State, personally appeared
to me known to be the person(s) described therein and who, being by me fitst duly sworn,
executed the foregoing Occupant’s Income Certification Affidavit, and acknowledged,
deposed and said that he/she/they executed the same as his/het/their free act and deed and
stated that the information and certifications contained therein are true and cotrect,

IN WITNESS WHEREOF, I have hereunto set my hand and seal this day of
, 20,

Notary Public

My Commission Explres:

(SEAL)



Application
Exhibit

ARKANSAS DEVELOPMENT FINANCE AUTHORITY
ADFA ADVANTAGE
EXHIBIT 5-B

[ _BORROWER'S APPLICATION AFFIDAVIT AND CERTIFICATION _|
‘The undersigned, Borrower name >

duly states under oath that:

1. T am a purchaser and mortgagor (the “Borrower™) of the residence located at h
Property Address

and legally described as follows:

Legal Description:

2. 1 either occupy such residence (or one unit of the duplex constituting such residence) as my
principal residence, or I will do so In within sixty (60) days of the date the Mortgage Loan is
executed, and I will maintain such property (or units) as my principal residence. (If a duplex,
property was occupled as a residence at least five (5) years prior to the date hereof).

3. No part of the Mortgage Loan proceeds is being or will be used to acquire or replace an
existing mortgage loan, and 1 did not have a mortgage loan (whether or not paid off) on said
resldence at any time prior to the execution of the Mortgage Loan (except that [ may have a

construction period loan or temporary initial financing of 24 months or less with the respect
to the residence and may use the proceeds of the Mortgage Loan to repay such financing).

4. The purchase price of the residence is § or less, 1 understand that for the
purpose of the foregoing Purchase Price of the residence Is the cost of acquiring the residence
from the seller as a completed residential unit. The acquisition cost includes:

Sales Price not
to exceed
$250,000

a.  All amounts paid, either In cash or in kind, by the purchaser (or a related party or
for the benefit of the purchaser) to the seller (or a related party or for the benefit
of the seller) as a consideration for the residence (including the payment or
assumption of any liability for a debt of the seller). The residence includes all
property that is a fixture, The purchase price also includes the acquisition cost of
any other item in excess of the fair market value.

b. If a residence is Incomplete, the reasonable cost of completing the residence
whether or not the cost of completing construction is to be financed with the
proceeds of the Mortgage Loan.

. . (DELETE IF NOT APPLICABLE). Where a residence is purchased subject to a
Initlat ground lease, the capitalized value of the ground lease, using the discount rate
provided by the Arkansas Development Finance Authority (“Authority™).
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Page 2
The acquisition cost does not include:

d. The usual and reasonable settlement or financing costs. Settlement costs include
titling and transfer costs, title insurance, survey fees, or other similar costs.
Financing costs also include credit reference fees, legal fees, appraisal expenses,
“points” which are paid by the purchaser or other costs of financing the
residence.

e. The value of services performed by any purchaser’s family In completing the
resldence. For purposes of the preceding sentence, the family of an individual
includes only the individual’s brothers and sisters (whether by whole or half
blood), spouse, ancestors, and lineal descendants.

f. The cost of land, which has been owned by any purchaser for, at least two (2)
years prior to the date on which construction of the residence began,

5. (CHECK APPROPRIATE RESPONSE). I have 1 have pot had a present ownership
interest in a principal residence of mine at any time during the three-year period prior to the
date on which 1 will be executing the Mortgage on sald residence, and to the best of my
knowledge, the same is true with respect to each other person (if any) purchasing and
mortgaging said residence with me,

I UNDERSTAND THAT FOR THE PURPOSES OF THE FOREGOING, EXAMPLES OF
INTERESTS WHICH CONSTITUTE A PRESENT OWNERSHIP INTEREST (AND THUS

WOULD RESUL MY NOT MEE E EMENTS) ARE THE
FOLLOWING:

a. A fee simple interest:

b. A joint tenancy, a tenancy in common, or a tenancy by the entirety;

¢. The interest of a tenant-shareholder in a cooperative;

d. A life interest;

e. A land contract (i.e., a contract pursuant to which possession and the benefits of

gwnershlp transferred although a legal title is not transferred until some later

ate);

f.  Aninterest held in trust for the mortgagor (whether or not created by the
mortgagor) that would constitute ownership interest if held directly by the
mortgagor;

g A lease with an option to purchase for a nominal sum; and

h.  An interest in a mobile home that has been, and is now, permanently affixed to
real property.

EXAMPLES OF INTEREST WHICH DO NOT CONSTITUTE PRESENT OWNERSHIP

INTEREST AND THUS WOULD NOT RESULT IN MY FAILING TO MEET THE

REQUIREMENTS ARE THE FOLLOWING:

a. A remainder interest;

b. A lease without an option to purchase or a lease with an option to purchase at fair

market value;
c. A mere expectancy to inherit an Interest in a principal residence;

Cannot have
owned another
home in the
last 3 years for
Advantage
unless property
islocated in a
Targeted
County
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EXHIBIT 5-B
Page 3

d. The interest that a purchaser of a residence acquires on the execution of a
purchase contract;

e. Aninterest in other than a principal residence during the previous three years;

f.  Aninterest in a mobile home that has pot been, and is not now, permanently
affixed to a real property.

The residence contains no more than two separate family dwelling units, if there are two
units, one unit must have been used as a residence for 5 years, and one of the units must be
occupied by the borrower as his or her principal residence.

I WILL NOT PERMIT ANY PERSON TO ASSUME MY OBLIGATIONS UNDER THE
MORTGAGE (AND RELATED MORTGAGE NOTE), NOR WILL | TRANSFER TITLE
TO THE RESIDENCE (EXCEPT AS SET FORTH IN THE MORTGAGE), UNLESS
SUCH PERSON SATISFIES THE FOREGOING REQUIREMENTS, AND UNLESS THE
PURCHASE PRICE OF THE RESIDENCE DOES NOT EXCEED THE MAXIMUM
PURCHASE PRICE ALLOWED BY ADFA AND SUCH PERSON SO STATES UNDER
OATH.

The purchase price limitation, which is required by the federal tax laws, may be a lower
number at the time of the assumption than was in effect at the time of the ORGINAL
purchase. This may occur in the case of the purchase of a newly constructed home. If
such home has not previously been occupled (i.e., at the time of ORIGINAL purchase),
such home is subject to the maximum purchase price for the “new construction,”

However, because such home will have been previously occupled at the time of a
subsequent assumption, such home will be subject to the maximum purchase price for an
“existing home.” This Is the case if the ORIGINAL purchaser occupled the home for any
period of the time (l.e., technically even one day).

(DELETE THE FOLLOWING IF MORTGAGOR FILED FEDERAL INCOME TAX -
RETURNS). I have not flled, and was under no obligation to ﬂle, federal tax returns, for the
following income tax years:

(DELETE THE FOLLOWING IF MORTGAGOR RESPONDED TO ITEM 8).
I have filed federal income tax returns for the most recent tax years.

I do not expect to use more than 15% of the total area of the residence in a trade or business.

. I recognize and acknowledge (i) that the indebtedness evidenced by the Mortgage Note and

secured by the Mortgage Is being funded by the Authority, and by the issuance of mortagage
revenue bonds by the Authority, and (i) that in order that the funding may be effected on the
terms provided by the Mortgage Note and the Mortgage, the revenue bonds of the Authority
are issued in compliance with certain provisions of the Internal Revenue Code of 1986, as
amended, and the Treasury Regulations issued and proposed thereunder; and (iii) that it is
pursuant to those provisions of said Code and Regulations that the certifications and
requirements set forth above (including, without limitation, those set forth in paragraph 7), are
made and agreed to.



EXHIBIT 5-B
Page 4

12, 1 understand that if my Mortgage Loan is being financed (or assumed by a subsequent
purchaser) after December 31, 1990, federal law provides for a “recapture tax” which may be
applicable to me (or a subsequent purchaser) upon the resale of the residence. 1acknowledge
receipt of the Notices to Mortgagor regarding Potential Recapture Tax, EXHIBIT 5-F and
7-P.

13. Iacknowledge that I have received and executed the “Notice to Buyers” regarding potential
foreclosure, which notice shall be deemed incorporated herein by reference.

Original

BORROWER: CO-BORROWER: signature(s)
required

(x) (x)

Name; Name;

Date: Date;

ACKNOWLEDGMENT

STATE OF ARKANSAS )

COUNTY OF )

On this day of ,20 , before me, a Notary Public within and for

the said County and State, personally appeared

to me known to be the person(s) subscribed therein and who, being by me first duly
sworn, executed the foregoing Borrower’s Affidavit and Certification, and
acknowledged, deposed and said that he/she/they executed the same as his/her/their free
act and deed and stated that the information and certifications contained therein are true
and correct.

IN WITNESS WHEREOF, I have hereunto set my hand and seal this day of
;20

Notary Public

My Commission Expires:

(SEAL)

-10-



Application Exhibit

ARKANSAS DEVELOPMENT FINANCE AUTHORITY
ADFA ADVANTAGE
EXHIBIT 5-C

[ NOTICETOBORROWERS |

THIS NOTICE IS FOR FHA AND RURAL DEVELOPMENT HOMEBUYERS

Your home purchase is being financed with a Mortgage Loan made available with
the assistance of the Arkansas Development Finance Authority ("Authority"). This
Mortgage Loan is made at an interest rate below what is usually being charged. Because
of this, your Mortgage provides that you cannot sell your home to a person ineligible for
the assistance from the Authority, unless you pay your loan in full. If you sell your home
to a party ineligible for the Authority’s assistance, the Authority may demand immediate
full repayment of the Mortgage Loan. This could result in foreclosure of your Mortgage
and repossession of the property. In addition, if you rent the property or committed fraud
or intentionally misrepresented yourself when you applied for the Mortgage Loan, the
Mortgage Lender may foreclosure your Mortgage and tepossess the property. If the
Mortgage Lender takes your home through foreclosure of the Mortgage because of these
reasons, HUD/Rural Development will not be able to help you.

If the money received from the foreclosure sale is not enough to pay the
remaining amount you owe on the Mortgage Loan, the Authority may obtain a deficiency
Jjudgment against you (a court ruling that you must pay whatever money is still owed on
the Mortgage Loan after the foreclosure sale). Such judgment will be taken over by
HUD/Rural Development if the Authority files an insurance claim against HUD/Rural
Development because of the foreclosure. HUD/Rural Development may then bring an
action against you to collect the judgment.

Original
BORROWER: CO-BORROWER: signature(s)
required
(x) ()
Name: Name:
Date: Date:

THIS DOCUMENT MUST BE EXECUTED BY BORROWER(S)
AT TIME OF LOAN APPLICATION

-11-



Application Exhibit

ARKANSAS DEVELOPMENT FINANCE AUTHORITY
ADFA ADVANTAGE
EXHIBIT 5-F

' TO MORTGAGOR OF POTENTIAL RECAPTURE TAX; OWNER
OCCUPANCY REQUIREMENT; PURCHASE PRICE LIMITS AND INCOME LIMITS;

TO BE DELIVERED TO MORTGAGOR AT THE TIME OF APPLICATION FOR MORTGAGE LOAN

Because you are receiving a mortgage loan from the proceeds of a tax-exempt bond, you are recelving the
benefits of a lower Interest rate than is customarily charged on other mortgage loans. If you sell or
otherwise dispose of your home during the next nine years, this benefit may be “recaptured.” The
recapture is accomplished by an increase In your federal income tax for the year in which you sell your
home. The recapture only applies, however, if you sell your home at a gain and if your income Increases
above specified levels,

You may wish to consult a tax advisor or the local office of the Internal Revenue Service at the time you

sell your home to determine the amount, if any, of the recapture tax. Upon the closing of your Mortgage Loan,
you will be glven certain additional information that will be

needed to calculate the amount, if any, of the “recapture tax.”

The undersigned mortgagor(s) Is (are) aware that they must occupy the subject residence as their principal
residence, or will do so within sixty (60) days of the date the mortgage Is executed, and will maintain
such property (or unit) as their principal residence and will do so until the loan is paid in full or assumed
by a qualifying borrower. The mortgagor(s) is (are) also aware of the Purchase Price Limits and Income
Limits as set forth in Schedule I1 & I1I of the Supplement to the Mortgage Origination Agreement.

ALL FILES MUST BE CLOSED AND SHIPPED TO THE U.S. BANK HOME MORTGAGE COMPANY
THE MASTER SERVICER.

The undersigned mortgagor(s) has (have) received and read a duplicate copy of the foregoing Notice to
Mortgagor of Potential Recapture Tax, Principal Residence Requirement, Sales Price and Income Limits,
and Final Shipping Dates,

MORTGAGOR: LO-MORTGAGOR: Original

) ) signature(s)
Name: Name:

Date: Date:

-12-



ADDI Submission Package
Stacking Order

Arkansas Development Finance Authority HOME
Investment Partnerships Program Homebuyer
Assistance Document Checklist

Borrower: Phone#:
Buyer's Realtor's Name: Phone#:
Seller's Realtor's Name: Phone#:
Income Limit (moaximum):$ Household Size: COUNTY:

Borrower's Total Household Income: $

Property Address:

COMPLETE ALL FIELDS IN THIS BOX

Please send the following items to ADFA for review/approval prior to setting a closing date

N/A

Can use Tax \

Transcripts

and Wage and Income
statements from IRS
for the last 2 years

Identify the closing agent/title company (this can be written in)

Notice to Homebuyer (Homebuyer may sign at closing) ~ Should be an original signature(s)

Application for HOME Assistance

Uniform Residential Loan Application (1003)

Loan Estimate (Dated within 3 business

days of application)

Commitment Letter from Mortgagee  Same as DU

Verification ofEmployment/Income (current income/check stub) VOE or Verbal with 2
paystubs from the last 30

Federal Tax returns with W-2's for last two years (if applicable) days

Real Estate Contract (executed copy) Al Pages

Appraisal All pages

Homebuyer Counseling Certificate  Signed by Home Buyer Counselor and good for 12
months from issue date

-13-



ARKANSAS DEVELOPMENT FINANCE AUTHORITY
AMERICAN DREAM DOWNPAYMENT INITIATIVE (ADDI) HOME PROGRAM
Notice to Homebuyer

You have submitted an application for a down payment assistance loan funded by the Arkansas Development
Finance Authority (ADFA) through the HOME Investment Partnerships Program (HOME).

If this assistance to buy a home is provided, there will be special conditions in your agreement with us and in the
mortgage securing our loan. These conditions are required by federal HOME Investment Partnerships Program
(“HOME Program”) regulations. We want to make sure you have been informed of the regulations, which are as
follows:

¢ Qualified borrower(s)’ household income cannot exceed 80% of Area Median Income by county adjusted
for the number of persons in the household.

¢ The borrower(s) must attend an 8-hour ADFA-Approved Homebuyer Counseling Class

¢ HOME Program Regulations require the home to be owner-occupled as the borrower’s principal residence
during the “Affordability Perlod”, The Affordability Period is as follows: Under $15,000 ~ 5 years;
$15,000 to $40,000 - 10 years. The down payment assistance loan will be forgiven in equal monthly
installments during the Affordability Perlod.

¢ If you do sell the house within the Affordability Period, ADFA will recapture the amount of HOME funds
that have not been forgiven during the Affordability Perlod from the net sales proceeds.

¢ Borrower(s) are responsible for satisfying all HOME Program regulation requirements during the
Affordability Period, Including proper maintenance of the residence and payment of all taxes and
Insurance. If you do not abide by the terms and conditions of the HOME Program, you will be in default
and recapture or foreclosure proceedings may be initiated.

¢ In order to receive the assistance, you must execute a Promissory Note(s) Subordinate Mortgage(s) and
HOME Homebuyer Downpayment Assistance Agreement. The Subordinate Mortgage will constitute a
second lien, and any subordinate mortgage for rehabilitation, if applicable, will constitute a third lien.

e ADFA inspectors will perform Housing Quality Standards (HQS) Inspections on all homes. This Is not
intended to replace a home inspection by a state licensed home Inspector, If the home is pre-1978,
ADFA will require a certified person or entity to perform a Lead-based Paint inspection and Risk
Assessment (if applicable) to determine if lead-based paint hazards are present. This must be addressed
prior to closing the loan. There is no charge to the borrower(s) for these Inspections. The Subordinate
Mortgage will constitute a second lien, and any subordinate mortgage for rehabilitation (if applicable) will
constitute a third lien,

By signing below, you understand each of the foregoing conditions and affirm that they have been fully explained

t0 you,
ADDI Application
‘ Exhibit but can be
Rorsawer oHs signed at closing.
Original signature(s)
Borrower Date required

Lender Date

LENDER TO SIGN THIS FORM

-14-



ADDI Closing Stacking Order. Fields
auto populate when printing form IRS

ARKANSAS DEVELOPMENT FINANCE AUTHORITY

ADDI REQUIRED CLOSING DOCUMENTS
Mall To: Single Family AR Development Finance Auth, — PO, Box 8023, Little Rock, AR 72203-8023

Name of Lending Institution ADDI Number
Malling Address-P.0.Box or Street & Number ADFA Lender Number
F
Clty/State/ZIp Code Telephone Number Fax Number
Contact Person for This Loan Emall Address
NAME OF BORROWER:
(Last Name) (First Name) ML)

NAME OF CO-BORROWER:

(Last Name) (First Name) M.L)
PROPERTY ADDRESS:

(Street & Number) (As on Note and Mortgage)

(City/State/Zip Code)

PACKAGE TO INCLUDE, $10 ADDI FUNDING FEE PAYABLE TO ADFA
Documents for closing package:

e __ Original ADDI Promissory Note
J Original recorded ADDI Subordinate Mortgage (or copy with the original to follow
after recordedei

Orlfginal recorded ADDI Mortgage Subsidy Deferred Note Agreement (or copy with
the original to follow after recorded§

___ Original ADDI Closing Disclosure (dated to follow TRID regulations)

__ Copy of title commitment

Cogx of Insurance binder to show ADFA as 2™ mortiaiee 7(Mortgagee Clause:
ADFA, ISAOA/ATIMA, 900 W Capitol Suite 310, Little Rock, AR 72201

___ Copy of flood certification

-15-



ADDI Note Example. Fillable fields when printed from IRS

PROMISSORY NOTE - FORGIVABLE AND REPAYABLE
ARKANSAS DEVELOPMENT FINANCE AUTHORITY

HOME PROGRAM (ADDI)
pATE:  CLOSING DATE

FORGIVABLE: NUMERIC LOAN AMOUNT
FORGIVABLE SUM: ALPHA LOAN AMOUNT
# FORGIVABLE INSTALLMENTS: 60 INSTALLMENT AMOUNT: 113(1)\',\11;&\34 %Uéi";
FIRST FORGIVABLE DUE DATE; EXACTLY 30 DAYS FROM CLOSING REIMENL
REPAYMENT ~ N/A
REPAYMENT SUM: VA
# REPAYMENT INSTALLMENTS: N/A REPAYMENT AMOUNT: N/A
FIRST PAYMENT DUE DATE: NA
MAKER; BORROWER(S) NAME COUNTY: NAME

STREET ADDRESS: PROPERTY ADDRESS INCLUDING ZIP CODE

LEGAL DESCRIPTION: Attachment “A”

FOR GOOD AND VALUABLE CONSIDERATION RECEIVED, the
undersigned, Maker, BORROWER(S) NAME promise(s) to pay to
the order of ARKANSAS DEVELOPMENT FINANCE AUTHORITY, the sum
indicated above with interest thereon at the rate of zero percent (0%) per annum for
forgivable amount and one percent (1%) for repayable, without discount or defalcation,
for repayment amount, due and payable in equal monthly installments as indicated above
with the first of such installments becoming due and payable, as indicated, and a like
installment, becoming due and payable on the same date each month for forgivable
portion and each month for repayable portion, until the entire indebtedness, including all
accrued interest, shall have been paid in full.

Maker shall have the right of prepayment at any time without interest penalty.

Both principal and interest under this note shall be payable at The Arkansas
Development Finance Authority, 900 West Capitol Avenue, Suite 310, Little Rock,
Arkansas 72203, or such other place as the holder may designate in writing.



The payment of this note is secured by a mortgage of even date herewith upon
property situated in the indicated, =~ NAME Arkansas.

In at any time, there shall be default in the payment of any installment aforesaid,
or any part thereof, when due, the interest on the entire principal balance shall, at the
option of the payee herein, without notice, be at the maximum legal rate until the default
is cured.  Upon the failure of the maker hereof to pay any installment of principal or
interest when due, the holder hereof may accelerate this note and declare the total hereof
immediately due and payable, without demand or notice.

The sureties, endorsers and makers of this note agree to and do hereby waive
demand or presentation of this note for payment to the makets hereof and waive protest
and notice of non-payment, and do heteby grant to any holder of this note the right to
grant extension without notifying them, or either of them, hereby ratifying such
extenuation and remaining bound on this note as if no extenuation had been obtained, and
further agree to pay all costs and ten percent (10%) of the amount of the pincipal and
accrued interest due as attorney’s fees should it become necessary to take any action for
collection of this note,

The Maker hereof agrees to indemnify the holder of this note for all costs and
reasonable attorney's fees, which are incurred for services actually rendered in the
collection of this note.

This forgivable portion of this note shall be forgiven in the amount of each
month’s installment as long as the marker hereof, for the following number of years,
complies with the HOME Program Requirements:

Five (8) Years - or amounts between $1,000.00 and $15,000.00. Forgiven in
Sixty (60) equal monthly amounts,

Ten (10) Years-  for amounts between $15,000.00 and $40,000.00: Forgiven
in One Hundred Twenty (120) equal monthly amounts.

Fifteen (15) Years - for amounts of $40,000.00 or more:. Forgiven in One
Hundred Eighty (180) equal monthly amounts.

-17-



Should the Maker hereof become out of compliance with the HOME Program
Requirements, (maintaining home as primary residence, non-payment of property taxes,
failure to maintain property insurance, etc.) all forgiven payments will be reinstated to the

debt and become due immediately.

ORIGINAL SIGNATURES REQUIRED!
RETURN ORIGINAL NOTE TO ADFA IN THE CLOSING PACKAGE

Maker, SIGNATURE DATE

Maker, SIGNATURE DATE

-18-



Legal Description required

Exhibit A

Legal Description
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ADDI Mortgage. Original recorded document to be forwarded to ADFA ASAP after closing

MORTGAGE

ARKANSAS DEVELOPMENT FINANCE AUTHORITY
HOME PROGRAM (ADDI)

THIS INSTRUMENT PREPARED BY:

ARKANSAS DEVELOPMENT FINANCE AUTHORITY
P.0. BOX 8023

LITTLE ROCK AR 72203-8023

Borrower name including spouse if married , MORTGAGOR

PRIMARY INDEBTEDNESS: PRIMARY INDEBTEDNESS:
$ NUMERIC LOAN AMOUNT ALPHA LOAN AI\'/[OUNT

This Mortgage shall be forgiven in the amount of one-sixtieth (1/60) the Sum ench month for five (5) years as long
as the Mortgagor hercof complies with the HOME ADDI Program Requirements:

KNOW ALL MEN BY THESE PRESENTS:

That "MORTGAGOR", whether one or more, for valuable consideration, hereby grants,
bargains, sells, conveys and delivers unto ARKANSAS DEVELOPMENT FINANCE
AUTHORITY (hereinafter called "MORTGAGEE,"), and unto its successors and assigns, the
following described property situated as indicated below, to wit:

LEGAL DESCRIPTION: Attachment “A”

This Mortgage also conveys all buildings and improvements now or at any time hereafter
located on any land herein above described.

TO HAVE AND TO HOLD the same unto ARKANSAS DEVELOPMENT FINANCE
AUTHORITY, and its successors and nssigns forever, :

And MORTGAGOR covenants with MORTGAGEE, its successors and assigns, that
MORTGAGOR will forever warrant and defend the title to all said property against all lawful
claims whatever.

PROVIDED, however, the foregoing conveyance is given as a Mortgage for the purpose of
securing the following:

(a) The Payment of a promissory note, of even date herewith, and all successive extensions
and renewals of the indebtedness represented thereby, evidencing a principal
indebtedness (which indebtedness, and all extensions and renewals thereof is hereinafter
called the "Primary Indebtedness” as indicated above from date until maturity.

(b) Also, the payment of all future and additional indebtedness, direct or indirect, created
after the date of this mortgage, which may be owing by MORTGAGOR (or by any of the
persons herein designated under the term ("MORTGAGOR") to the holder of the Primary
Indebtedness at any time prior to the payment in full with interest of the Primary
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Indebtedness or the foreclosure of this mortgage therefor (the event occurring first to be
controlling); such additional indebtedness to be secured hereby regardless of whether it
shall be predicated upon future loans or advances hereafter made by the holder(s) of the
Primary Indebtedness, or obligations hereafter acquired by such holder(s) through
assignment ot subrogation or otherwise, or shall represent indirect obligations (created
after the date of this mortgage) based upon any endorsements, guaranties or suretyship
AND IT IS AGREED THAT THIS MORTGAGE SHALL STAND AS SECURITY
FOR ALL SUCH FUTURE AND ADDITIONAL INDEBTEDNESS WHETHER IT BE
INCURRED FOR ANY BUSINESS PURPOSE THAT WAS RELATED OR WHOLLY
UNRELATED TO THE PURPOSE OF THE ORIGINAL LOAN, OR WHETHER IT
WAS INCURRED FOR SOME PERSONAL OR NON-BUSINESS PURPOSE, OR
FOR ANY OTHER PURPOSE RELATED OR UNRELATED, OR SIMILAR OR
DISSIMILAR, TO THE PURPOSE OF THE ORIGINAL LOAN.

Also, the repayment to the holder(s) of the indebtedness secured hereby of all reimbursable
expense at any time accruing to such holder(s) under the provisions of Paragraph (3) hereof.

Upon the payment of all such sums and compliance with the HOME ADDI Program
Requirements for the period specified in the note, this Mortgage will become void and will be
released by a proper marginal notation or, at the option of the holder(s) of the secured debt, by a
release deed to be recorded at the expense of MORTGAGOR.

(1) MORTGAGOR agrees:

(@)

To pay, prior to delinquency, all taxes, special improvement assessments and other
governmental charges against the mortgaged property, both real and personal, at any time
levied or becoming due.

(b) To camy insurance upon all insurable property encumbered hereby against such hazards,

(©)

in such amounts and under such form of policies, as shall be acceptable to, or requested
by, the holder(s) of the indebtedness secure hereby; each insurance policy to carry
mortgage clause in favor of such holder(s), and each policy to be delivered to and held by
such holder(s). Also to carry public liability Insurance and insurance against other
hazards, to such extent as may be requested by the holder(s) of the secured indebtedness.
In each instance, Mortgagor shall have the right to select the insurer, subject to
Mortgagee's right to reject the proposed insurer for reasonable cause.

To prevent the mortgaged propetty from becoming cncumbered by any lien or charge
having priority over, or on a parity with, the lien of this Mortgage; and to comply with all
statutes, ordinances and regulations relating to such property.

(d) To protect the mortgaged property from waste, injury or unusual deterioration and,

without subjecting the property to any statutory lien, to make all replacements and repaits
necessary to keep the mortgaged property in good physical condition.

(2) The holder(s) of the Primary Indebtedness or any future or additional indebtedness secured
hereby (whether such indebtedness then be evidenced by the original note(s) or by any
instrument(s) given in renewal or extension of such indebtedness) may, at the option of such
holder(s), declare the entire unmatured portion of all indebtedness secured hereby to be
immediately due and payable, and the same shall forthwith become immediately due and

21-



©)

payable (which acceleration of maturity may be accomplished without notice to anyone), in
any one of the following events:

(8) Upon the filing or a voluntary or involuntaty petition to subject MORTGAGOR (or any
party obligated as maker, endorser, surety or guarantor for the payment of the secured
indebtedness) to any bankruptcy, debt-adjustment, receivership or other insolvency
proceeding,

(b) Upon the occurrence of any event which, under the terms of the instrument at any time
evidencing the indebtedness secured hereby warrants acceleration (at the option of the
payee) of the maturity of said indebtedness.

(c) If default shall be made in the payment of any part of the principal indebtedness secured
hereby as the same becomes due and payable according to the terms of the original
note(s), or of any extension or renewal thereof at any time evidencing such indebtedness.

(d) IFMORTGAGOR shall fail to comply with any of the agreements contained in Paragraph
(1) of this mortgage.

(e) If at any time it shall appear that any financial statement or other representation made to
obtain the loan secured hereby is materially incorrect or that MORTGAGOR’S title to the
mortgaged propetty, or any portion thereof, is subject to any prior lien, title or interest not
mentioned in this mortgage as a prior encumbrance.

(f) Ifat any time MORTGAGOR shall sell or convey the title to or any interest in any realty
mortgaged hereunder without the prior written consent of the holder(s) of the secured
indebtedness.

If MORTGAGOR breaches the Mortgagor Mortgage Subsidy Deferred Note Agreement
between MORTGAGOR and MORTGAGEE, it is particularly understood that the
foregoing acceleration provisions will be applicable not only to the maturates recited in
the original mortgage note(s) but also to any substituted maturates created by extension
or renewal. The failure of the holder(s) of the secured indebtedness to declare any
acceleration of maturates when a ground therefore exists, even though such forbearance
may be repeated from time to time, will not constitute a waiver of the right of such
holder(s) to accelerate maturates upon a reoccurrence of the same ground therefore, nor
will the act of such holdei(s) in remedying any condition resulting from MORTGAGOR's
default bar the holder(s) from declaring an acceleration of maturates by reason of such
defaults.

—

(&

I the holder(s) of the indebtedness secured hereby shall expend any sum for the protection of
any of the mortgaged property or the lien of this mortgage (such holder(s) to have
uncontrolled discretion as to the necessity of making any such expenditures), the repayment
of such sum or sums on demand shall be the personal obligation of MORTGAGOR; and such
obligation to repay will constitute a part of the indebtedness secured hereby. The
expenditures thus made reimbursable will include (without limiting the foregoing) taxes,
special improvement assessments, insurance premiums, repairs and maintenance expenses,
sums paid to discharge prior liens, etc. The cost of any abstract, title commitment, or
appraisal procured by the holder(s) of the secured indebtedness to facilitate foreclosure will
also constitute a part of the reimbursable expense secured hereby.
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(4) Inthe event of default hereunder the holder(s) of the indebtedness secured hereby shall be
entitled to elect one of the following remedles:

(8) Pursuit of any and all remedles provided by judicial proceedings and non-judicial
remedies, including self-repossession, or at its option may:

(b) Foreclosure of this Mortgage in compliance with Act 53, "The Statutory Foreclosure Act
of 1987" by public sale to the highest bidder for case, on the premises or at the main door
of the Courthouse of the County in which the subject real property Is located, public
notice of the time, terms and place of sale having been given thirty (30) days by
publication in some newspaper, published in said County, once a week for four (4)
consecutive weeks prior to the date of sale, the final publication to be no more than seven
(7) days prior to the sale, which advertisement shall be sufficient for the purposes of
foreclosure. THE OWNER OF THE NOTE SECURED HEREBY MAY BECOME A
PURCHASER AT SUCH SALE. No bid shall be accepted that is less than two-thirds
(2/3) of the entire indebtedness due at the date of the sale. Notice required under Act 53
of 1987 will be directed to the MORTGAGOR at the following address supplied by
MORTGAGOR, to wit:

(c) Election of elther (a) or (b) by MORTGAGEE is irrevocable and MORTGAGEE may not
at any time subsequent to commencement of the proceedings terminate such proceedings
and proceed with any other remedy.

(d) Such holder(s) may enforce the lien of this mortgage in respect to any or all property
encumbered hereby (1) either separately or In bulk, In such order as MORTGAGEE, in Is
sole discretion, shall direct, including at any judicial or non-judicial sale; and (2) by
proceedings that are prosecuted simultaneously or are prosecuted separately in such order
as the holder(s) may elect.

(5) MORTGAGOR releases all rights of dower, courtesy, homestead and appraisement hereunder
and also releases unto MORTGAGEE all right of redemption under the laws of Arkansas,
Including particularly all right of redemption under Act No. 53 of May 8, 1989, and
amendments thereto currently codified as Arkansas Code Ann, 18-49-106.

CLOSING DATE
EXECUTED on this day of ,20__

M
Peted N BOILOWEH NAMS

MORTGAGOR SIGNATURE
Printed Name: SPOUSE IF MARRIED




ACKNOWLEDGMENT

STATE OF ARKANSAS

COUNTY OF
BORROWER NAME
BEFORE ME, the undersigned authority, on this day personally appeared ______
SPQUSE IF MARRIED _ known to be the persons whose names are subscribed to the foregoing
instrument as MORTGAGOR and acknowledged to me that they executed the same for the
purposes and consideration therein expressed, and in the capacity therein stated.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this day of CLOSING DALE

, 20 .

NOTARY PUBLIC
My Commission Expires:
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Legal Description Required

Attachment A

Legal Description
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ADDI Deferred Note Agreement Example. Original recorded document to be forwarded

to ADFA ADFA after closing,

MORTGAGOR MORTGAGE SUBSIDY
DEFERRED NOTE AGREEMENT (ADDI)

THIS AGREEMENT made this day of _
IF MARRIED _(hereinafter refetred to as the “Mortgagor® (whether singular or plural), and the Arkansas

CLOSING DATE

Development Finance Authority hereinafter referred to as “Mortgagee”.)

WHEREAS, the Mortgagee through the U.S. Department of Housing and Urban Development (*HUD"),
pursuant to the HOME Investment Partnerships Act, 24 CFR Part 92, and hereinafter referred to as the HOME

Program; and

WHEREAS, the Mortgagor acquiring the property described in Paragraph One (1) below, will be using funds

provided by Mortgagee.

NOW, THEREFORE, in consideration of the mortgage subsidy provided by Mortgagee to acquire the

following property; the Mortgagor covenants and agrees as follows:

jogram funds in the amount of ALPHA LOAN AMOUNT

1. Hon%bt\t/liyer Py
($N CBIﬁwe been provided by Mortgagee to or for the benefit of the Mortgagor to
acquire  the  property,  (hereinafier  called the  “Property”), located at

PROPHRTY ADDRESS , in the City of INCLUDEZIP , _ COUNTY NAME

County, Arkansas, more specifically described as follows:

Legal Description: See Attachment “A»

2. The Mortgagor has entered into this Agreement for the purchase of a single-family property
for use as their principal residence, and which involves financial assistance available through
the MORTGAGEE HOME Program.

3. The Mortgagor agrees and acknowledges that the mortgage subsidy shall be in the form of' a
non-interest bearing, non-amortizing, forgivable loan, secured by a doferved Note and second
mortgage agreement. The loan will be forgiven over sixty (60) months in accordance with the
Promissory Note. This Mortgage Subsidy Deferred Note Agreement and Mortgage will be
executed and recorded to secure payment of the federal funds provided in the event of default
of any of the following provisions and restrictions:

0)

b)

c)

d)

€)

The Property is subject to all affordability requirements under the HOME Investment
Partnerships Program as contained in 24 CFR, Part 92, for a period of five (5) years
from the date of execution of the Mortgage Subsidy Deferred Note Agreement and
Mortgage.

The Property must be continually owned, occupied, and maintained by the assistod
Mortgagor as their principal residence for the full five (5) year affordability period.

Mortgagor agrees that if the Property is sold, refinanced, subleased or otherwise
conveyed without MORTGAGEE's prior consent or is not occupied as the Mortgagor's
principal residence during the five (5) year affordability period, MORTGAGEE shall
recapture the applicable pro rata amount of the total HOME funds provided for
assistance,

The above affordability restrictions shall terminate upon occurrence of any of the
following events: foreclosure, transfer in lieu of foreclosure, or assignment of an FHA
insured mortgage to HUD.

The acquired property must meet minimum Housing Quality Standards (HQS) prior to
closing.

20, by and betwoen BORROWER AND SPOUSE
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4, Mortgagor understands and a%rees that the applicable pro rata amount of total HOME funds
invested in the property [SNUMERICshall be repald to MORTGAGEE if, within five (5)
years of acquisition of the property, If the property Is sold or otherwise transferred to any
purchaser or transferee.

5. Mortgagor understands and agrees that this Agreement shall be recorded in the office of the
Circult Clerk, NAME County, State of Arkansas, and that this Agreement shall
be a lien and encumbrance upon the title to this Property until released by MORTGAQEE or
its Assigns.

6. It is understood that MORTQAGEE shall be entitled to any HOME Program proceeds
recaptured under this Agreement.

7. Mortgagor agrees to have the HOME Program mortgage subsidy funds made payable to their
Lender, in the event the Lender has advanced the Mortgagor funds to accomplish the closing.

8. This Agreement and lien shall be binding upon the Mortgagor and their heirs, devises,
successors, and assigns.

day

IN WITNESS WHEREOF, the parties hereto have executed this Agteement as of the
, 20 . CLOSING DATE

MORTGAGOR BORROWER NAME
Printed Name:

CO-MORTGAQOR SPOUSE IF MARRIED
Printed Name:

ACKNOWLEDGEMENT

STATE OF ARKANSAS

COUNTY OF

BEFORE ME, the undersigned Nomr% Publio, on this day personally appeared,
BORROWER NAME AND SPOUSE IF MARRIED _, known to be the person whose name Is subscribed to
the foregoing instrument, and acknowledged to me that ho had executed the same as Mortgagor, with authority for
the purposes and conslideration therein expressed, and In the capacity therein stated,

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this ____ day of » 20

NOTARY PUBLIC

My Commission Expiros:
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Legal Description Required

Exhibit A

Legal Description
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MCC Submission Package Stacking Order

EARKANSAS DEVELOPMENT FINANCE AUTHORITY

MCC CONDITIONAL COMMITMENT TRA ITTAL CHECKLIST
Auto populated fields when printed

from IRS
MCC Reservation Number:
Borrower: : Co-Borrower
LENDER LENDER CONTACT EMAIL ADDRESS
Contact Person’s Name: __CONTACT NAME Emall:

MCC Transmittal Checklist

____Lender Loan Approval
___ Orlginal executed MCC Disclosure (Exhiblit C)

___ Original executed MCC Application for Conditional Commitment,Certifications & Affldavit (Exhibit B)

___ Most recent one year federal tax returns with all schedules for all occupants of home over 18 years
of age. (Non-Targeted counties only)

___ Tri-Merge Credit Report

___ Verlfication of employment and current pay stubs for all occupants of home over 18 years of age
___ Original executed Non-Borrower Occupant Income Affidavit (Exhibit 1), if applicable

___ Appralsal

___ Copy of completed loan application

___ Copy of fully executed Real Estate Contract

___ Original executed Notice to Borrower(s) of Potentlal Recapture Tax (Exhibit A)

wrk ADFA must recelve the commitment package within 30 days of reservation date***

99,



Application Exhibit for MCC. Original
signature(s) required

ARKANSAS DEVELOPMENT FINANCE AUTHORITY
Mortgage Credit Certificate (MCC) Program
Notice To Borrower(s) of Potential Recapture Tax
Exhibit A

NOTE: This notice is to be reviewed and signed by all borrowers at time of application.

Because you are recelving a Mortgage Credit Certificate (MCC) with your mortgage loan, you are recelving the
benefit of a dollar for dollar credit agalnst your federal income tax liability, As a result, pursuant to Sectlon 143
(m) of the Internal Revenue Code of 1986 ( the “Code™), if you sell, exchange or otherwise dispose of your home
(Disposition) during the next nine years a portion of this benefit may be recaptured by the Internal Revenue Service.
“Recapture tax” Is the repayment of a mortgage subsidy to the Internal Revenue Service. (See IRS Pub. 523)

You may wish to consult with a tax advisor or the local office of the Internal Revenue Service at the time of
disposition of your home to determine the amount, if any, of the “recapture tax” you owe to the IRS. At this point
in time, there is no way to predict the amount of “recapture tax” borrowers may be required to pay. Also, ADFA
will not calculate the amount of “recapture tax” you may owe upon disposition of your home.

Factors which affect “recapture tax":

1. No recapture due If your household income is below the Federal qualifying limits at time of sale.

2, You may be subjeot to the “recapture tax” if a disposition of your home occurs within the first full
nine years of your mortgage loan,

3. In no event may the amount of Recapture Tax exceed fifty (50%) percent of the galn on the sale or
disposition of the property. The Recapture Tax also will never exceed the original mortgage loan
amount times the holding percentage period shown in # 4 below.

4, The holding percentage period is determined based on the length of time you own your home prior to

its dispositlon. The percentages are as follows:

Year One *** |,25% Year Four **** 5,00% Year Seven **** 3,75%
Year Two *** 2.50% Year Flve **** 6,25% Year Bight **#** 2,50%
Year Three ** 3.75% Year Six **¥*¥ 500% Year Nine **¥*** 125%

The maximum Recapture Tax amount is adjusted to reflect the holding period of the home that is financed. Other
speclal rules may apply in particular circumstances, including, if you refinance your home, Agaln, we urge you to
consult with a tax advisor or an office of the Internal Revenue Service if you refinance, sell or otherwise dispose of
your home,

The Recapture Tax amount may also be reduced or eliminated based on a compatison of the Mortgagor's “modified
adjusted gross household income” for the year In which the sale of the house takes place. The modifled adjusted
gross household income Is equal to the federal adjusted gross household income increased by any earned tax exempt
Interest and decreased by the gain on the sale of the house. At closing, borrowers sign MCC Exhibit - P,

[ understand and acknowledge the potential for Recapture Tax to apply to my Mortgage Credit Certificate as
explalned above,

(Borrower's Signature) (Date) (Co-Borrowet’s Signature) (Date)

EXHIBIT A
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Application Exhibit for MCC. Original signatures(s) required. Fillable fields when printing from IRS.

ARKANSAS DEVELOPMENT FINANCE AUTHORITY
MORTGAGE CREDIT CERTIFICATE PROGRAM

Application For Conditional Commitment, Certifications & Affidavit

The undersigned hereby states and certifles as part of the application for a Morigage Credit Certificate (“MCC") from the

Arkansas Development Finance Authorlty (“ADFA") issuer, of such certificates under the Mortgage Credit Certificate Program,

and as a materlal inducement to ADFA to Issue such MCC to the undersigned in connection with the financing, through a lender Co mp]ete
of the undersigned’s choosing, the purchase of a Single-Family Residence as follows: all fields

Botrower Legal Name: _

Co-Borrower Legal Name:

Current Address:
PURCHASER OF SINGLE FAMILY RESIDENCE CERTIFICATION
~ 1 will be the purchaser and mortgagor of a new ([J) or existing ([ Single Famlly residence located at: Check the appropriate box
Street Address:

> oy Zip: /

I will use the proceeds of the mortgage loan to purchase a home which is ( ) s not ( ) located ina Targeted County. The home r
is a private Single Family residence and will be ocoupled by me and my family. Nelther the home nor the land will be used to Check appropriate
provide a source of income.

PRINCIPAL RESIDENCE CERTIFICATION

1 intend to occupy the home as my principal residence within sixty (60) days from the date of the mortgage loan closing, and [
will continue to occupy the home as my princlpal residence as long as I own the property. | have no Intentlon to sell, lease, rent,
assign or otherwise transfer or dispose of the home, I will notify Arkansas Development Finance Authority (ADFA) Immediately
in writing if and when the home ceases to be my principal residence. 1 understand that any MCC lssued In connection with the
home will be revoked if the home ceases to be my principal residence.

NEW MORTGAGE CERTIFICATION

No part of the mortgage proceeds will be used to acquire or replace an exlsting mortgage, and 1 did not have a morigage
(whether or not pald off) on the home at any time prior to the executlon of this mortgage. This does not include a construction
loan, bridge loan, or other temporary financing with a terin of 24 months or less.

FEDERAL TAX RETURNS
True and correct copies of the most recent one year foderal tax return are attached to this Affldavit, These tax returns are Current tax year
primarily used to verify First Time Homeownership status and not to verify household income. required for MCC
- 1 have NO'. filed, and was under no obligatlon to file, Pederal tax returns for the following tax year: ______ eble S s i
1 1 have flled Federal tax returns for the most recent tax year. with W'2's and ot
1099's. Can use Tax
NO PARTICULAR LENDER Transcripts and

1 understand that | may seek finaucing for the first mortgage loan from any lender of my choosing provided that the lender has Wage and 113c0{1ue .
signed the MCC Lender Participation Agreement required by Arkansas Development Finance Authority. Tax Transcripts for
current tax year.

Exhibit B
Page |
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ACQUISITION COST CERTIFICATION

Sales Price
The acquisition cost of the homan any personal property soparately purchased at falr market value, but Including
fixtures, Is $ £ Such acquisition cost reflects all amounts pald or to be pald in order to acquire the residence,
plus reasonable costs of completing constructlon, If the residence Is not finished, plus the capltalized value of ground rent, if the
home Is subject to a ground rent. The purchase price of the residence Is as stated In the real estate contract. The real estate
contract, and any other conttacts and agreements In connection with the purchase and occupancy of the residence between
myself and anyone acting directly or Indirectly on my behalf and the seller, or anyone acting directly or indirectly on behalf of
the seller are attached to this Affidavit. 1understand that the applicable maximum purchase piics allowable under tho MCC
Program is $250,000, or an amount that will be set by ADFA from time to time.

FIRST-TIME-HHOMEBUYER CERTIFICATION
Unless the resldence I3 located in a Targeted County, I hereby certity that I have not had a present ownershlp Interest In a
principal residence at any time during the three (3) year period prior to the date of application for tho first mortgago loan, To the
best of my knowledge, the same Is true wlth respect to each person (If any) purchasing and morigaging the residence with me.

1 understand that for purpose of the foregolng, examples of interests which constitute present ownership Intevest ( and thus would
result in my not meeting such requirement) are as follows:

* A joint tenancy * A tenancy in common * A tenancy by the entircty
* A fee simple interest * A life ostate * A cominunlty property Interest
* The Interest of a tenant shatsholder in a cooperative * A land contract ot contract for deed

* A lease with the optlon to putchase for a nominal sum

INCOME CERTIFICATION
I understand that annual household Income includes total gross Income from all sources of all persons elghteen years of age or
older that reside or intend to reslde in the Single Family Residonce to be financed with the proceeds of the mortgage loan. 1 Complete all
certify that the gross annual household income Is § . The total number of all persons who will hree field
reside or Intend to reside In this Single Famlly resldence is _ The total number of all persons 18 years of age or older who three fields
will reslde or Intend to reside in this Single Family residence Is 3

TRANSFER OF THE MCC

I understand that I can not transfer any MCC Issued in connection with this resldence to any person who assurnes my obligations
under the mortgage ( and related mortgage notes) without the express written approval of ADFA, A new MCC may be {ssued by
ADFA to such person(s) followlng completion of all necessary documents evidencing such persons qualification as an eliglble
mortgagor under the MCC Program.

CONSEQUENCES OF FALSE STATEMENTS

I acknowlodge and understand that this Affidavit will be relied upon for purposes of determining my eligibility for an MCC. 1
acknowledge that a materlal misstatement ragligently made by me in this application will constltute & federal violation
punishablo by a fine of $1,000, and that a materlal misstatement ftaudulently made by me In this Affidavit or in any other
statement In connection with application for the MCC will constitute a federal violation punishable by a fine of $10,000., Any
misstatement will result In a denlal of my application for an MCC, or, if the MCC has been issued prior to the discovery of the
falge statement, Immediate revocation of the MCC will ocour. 1 further acknowledge that if any Information or certification [
provide contalns a materlal misstatement which is due to fraud, then any MCC lssued will automatically become null and vold
without any need for further actlon on the part of the Arkansas Dovelopment Finance Authorlty.

Borrower(s) name(s)

I , certify the Informatlon contalned in this Affidavit to be true and correot to the best of

n'ly knowledge.
Original
Co-Borrower: Date:

signature(s) required
Page 2. EXHIBIT B



MCC Application Exhibit. Original Signature(s) and Notary Required. Fillable fields when printed from IRS

STATE OF ARKANSAS ) MCC Reservation Number

ARKANSAS DEVELOPMENT FINANCE AUTHORITY

MORTGAGE CREDIT CERTIFICATE (MCC)
DISCLOSURE

MCC Loan #

county or NAME

S

e

I'understand and agree that the Mortgage Credit Certificate (MCC) will be automatically revoked and I will no longer
be entitled to claim the credit if I sell the slngle family resldence or if [ no longer use it as my principal residence.

I understand and agree that no MCC will be issued in connection with the replacement of an existing mortgnge held by
me on my principal residence,

I have been advised that the value of the MCC varies according to my Federal tax liability and acknowledge that I have
been advised to consult a tax accountant for advice. I understand that neither ADFA nor the lender make any
representations regarding the value of the credit to me. I understand that the MCC will reduce my Federal tax liability
based on the amount of mortgage Interest pald for the tax year,

I understand and agree that changed conditions In acquisition cost, household Income, and other program requirements
may disqualify me at closing from recelving an MCC although at the time of application I was ellgible to recelve a
certificate,

1 understand and agrec that the lender will decide upon my cligibility to receive the mortgage loan and set all loan
terms and that ADFA will not be involved In the credit process. 1understand and agree that ADFA will not inspect the
property for defects nor will ADFA underwrite the loan. I therefore agree to hold Arkansas Development Finance
Authority harmless from any action or Inaction on the part of the lender, seller, contractors or other involved partles.

L understand and agree that any material misstatement contalned In this application and any other MCC Program
documents negligently made by me constitutes a Federal violution punishable by 4 $1,000 fine and that a materlal
misstatement fraudulently made constitutes a Federal violatlon punishable by a $10,000 fine and any other criminal
penalty imposed by law. If such misstatement is discovered prior to the issuance of the MCC, my application will be
denled. If such misstatement Is discovered following Issuance of the MCC, the MCC will be revoked.

Borrower(s) Name(s)
acknowledge that I have read and understand the terms stated above and

that all information provided to the lender and ADFA is true and correct to the best of my knowledge.

(Borrower’s Signature) (Date) (Co-Borrower's Signature) (Date)

(Notary Public’s Signature) (Date)

(Expiration Date Of Commission)

Seal

EXHIBIT C
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MCC Application Exhibit for Non-Borrower(s). Use one Exhbit I for each person over the age of 18 years.
Original signature(s) and Notary required

ARKANSAS DEVELOPMENT FINANCE AUTHORITY
MORTGAGE CREDIT CERTIFICATE (MCC) PROGRAM

Non-Borrower Occupant Income Affidavit

Exhibit I
The undersigned, Name duly states under oath that:
1. intend to be an occt the residence located at; __ Pxoperty Address
2. My gross monthly income is § Al o amount (Gross monthly income is the sum of monthly gross

pay, any additional income from overtime, part-time employment, bonuses, commissions, dividends, income from
assets, interest, royalties, shift differential, pensions, VA compensation, net rental income and other income such as
alimony, child support, mileage, military allowance, public assistance, sick pay, social security benefits,
unemployment compensation, income recelved from trusts and income received from business activitles or
investments).

3. The latest year Federal Income Tax Return is required.

I am providing tax return with W-2’s attached for the following year: et £

I have not. filed, and was under no obligation to file, the following tax year :

4. (Check Appropriate Response). 1 have []1 have not[Jhad a present ownership interest check appropriate box

in a principal residence at any time during the three-year petlod prior to the date of exccuting the
mortgage on the residence listed in paragraph 1 above.

I UNDERSTAND THAT FOR THE PURPOSES OF THE FOREGOING, EXAMPLES OF INTEREST
WHICH CONSTITUTE A PRESENT OWNERSHIP INTEREST (AND THUS WOULD RESULT IN MY
NOT MEETING SUCH REQUIREMENTS) ARE THE FOLLOWING:

. A fee simple interest;

. A life interest;

. A Joint tenancy, a tenancy in common, ot a tenancy by the entirety;

. The Interest of a tenant-sharcholder In a cooperative;

A land contract (i.e., a contract pursuant to which possession and the benefits of ownership
transferred although a legal title is not transferred until some later date);

An interest held in trust for the mortgagor (whether or not created by the mortgagor) that would
constitute ownership interest if held directly by the mortgagor;

g. A lease with an option to purchase for a nominal sum; and

h. An interest in a mobile home that has been, and Is now, permanently affixed to real property,

oo o

™

Exhibit 1
Page |
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EXAMPLES OF INTEREST WHICH DO NOT  CONSTITUTE PRESENT OWNERSHIP INTEREST
AND THUS WOULD NOT RESULT IN MY FAILING TO MEET THE REQUIREMENTS ARE AS
FOLLOWS:

a. A remainder interest;

b. A lease without an optlon to purchase or a lease with an option to purchase at falr market
value;

¢. A mere expectancy to inherit an Intetest in a principal resldence;

d. The interest that a purchaser of a residence acquires on the execution of a purchase contract;

e. An interest in other than a principal residence during the previous three years;

f. An Interest in a moblle home that has pot_been, and Is pot, now, permanently affixed to rey

property.
OCCUPANT
Name:
Date:
ACKNOWLEGMENT
STATE OF ARKANSAS )
COUNTY OF )
On this day of 4,20 , before me, a Notary Public within and for sald County
And State, personally appeared to me known to be the

The person(s) subsoribed thereln and who, belng by me first duly sworn, executed the foregoing “Occupant
Income Affidavit” , and acknowledged, deposed and said that he/she/they executed the same as
his/het/their free act and deed and stated that the information and affidavit contained therein are true and
cotreot.

IN WITNESS THEREOF, 1 have hereunto set my hand and seal this day of
»20__.

Notary Public

My Commission Expires:

(Seal)

Exhibit I
Page 2
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MCC Closing Package Stacking Order

EARKANSAS DEVELOPMENT FINANCE AUTHORITY

MCC CLOSING PACKAGE TRANSMITTAL CHECKLIST

Auto populated fields
when using IRS

MCC Reservation Number:

Borrower: Co-Borrower

i LENDER CONTACT LENDER CONTACT EMAIL ADDRESS
Contact Person’s Name: MADE Emall:

CLOSING PAGWAGE:

. Check payable to ADFA for fees. (MCC Issuance Fee .50% of loan amount and $25 reservation fee)
___ Original Transmittal Checklist

___ Original executed Borrower’s Closing Affidavit (Exhibit E)
.. Original executed Seller's Affidavit (Exhiblt F)

. Orlginal executed Lender’s Closing Certlificate (Exhlbit G)

. Orlginal executed Notice To Mortgagor For Determining If Recapture Tax Is Owed (Exhlbit P), with
applicable County Income Limlt Page

___ Copy of Note
___ Copy of Mortgage/Deed of Trust

___ Copy of Closing Disclosure

***ADFA must recelve closing documents within 30 days of loan closing***
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Check appropriate

MCC Closing Exhibit. Original signature(s) and Notary rquired

ARKANSAS DEVELOPMENT FINANCE AUTHORITY
MORTGAGE CREDIT CERTIFICATE (MCC) PROGRAM

BORROWER'’S CLOSING AFFIDAVIT

STATE OF ARKANSAS )

countvor AME )

1, the undersigned, as part of my application for a Mortgage Credit Certlficate (“MCC") from the Arkansas Development Finance
Authority (*ADFA"), the Issuer of such certificates under the Mortgage Credit Certificate Program, and as a materlal inducement
to ADFA to issue an MCC to the undersigned in connection with the financing ( the mortgage loan), through a lender of the
undersigned's choosing for the purchase of a single famlly residence being duly swora state the following:

I executed an Applieation For Conditlonal Commitment, Certifications & Affidavit (Exhibit B) as part of my application for
a Mortgage Credit Certlficate on _Loan Application Date,

(Check and complete Sectlon (a) or (b), whichever applies.)

(n) - I have reviewed the aforementloned Application For Conditional Commitment, Certifications &

box
Affidavit and deolare there has been no change In the statements therein and sald statements remain true and acourate
as of the date hereof.

‘ Co-Borrower:

(b) Q..l have reviewed the aforementioned Application For Conditlonal Commitment, Certifications &
Affldavit and deolare that the following changes have occurred from the statements thersin,

1 acknowledge and understand that this Affidavit will be relied upon for purposes of determining my cligibllity for an
MCC. I further acknowledge that this MCC has been Issued with rellance upon certifications contalned in the
Commitment Application and Affidavit, Sellers Affidavit and Lender’s Participation Agreement stating that the
requiromonts necessary for issuance of a qualified Mortgage Credit Certificate have been met,

1 acknowledge and understand that any material misstatement negligently made in this Affidavit or any other statement
made by me In connectlon with my application for an MCC will constitute a federal violation punishable by a fine of
$1,000, and that a material misstatement fraudulently made by me In connection with my application for an MCC will
constitute a federal violation punishable by a fine of $10,000 and revocation of the MCC and any other criminal penalty
Imposed by law.

Borrower:

Subscribed and sworn to before me this day of , 20

(Notary Signature)

Seal (Commission Expiration Date)

EXHIBIT E
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MCC Closing Exhibit, Original signature(s) and Notary

ARKANSAS DEVELOPMENT FINANCE AUTHORITY

MORTGAGE CREDIT CERTIFICATE PROGRAM

SELLER AFFIDAVIT
(TO BE EXECUTED AT CLOSING)

STATE OF A AIESAS

)
County of )

1, the undersigned, as an essznstlal paniclyant In the application for a Mortgage Credit Certificate (“MCC”) being
submitted by __ Borrower(s) Name(s (“the Buyer"), which MCC may be issued by the Arkansas
Development Finance Authority (*“ADFA”) pursuant to the Mortgage Credit Certificate Program In connectlon with
the Buyers purchase of a qualified single family residence state the following:

1. Tcertify that I am the Seller of the subject qualified residence.
I certify that the total amount to be pald to me, or anyone acting on my behalf, in connection with the
purchase of subject residence is $ _Sales Price , excluding all usual and reasonable settlement or
financing costs.

3. Lcertify that the subject property is a qualified duplex and the structure was first occupled as a residence
At least 5 years before the execution of the mortgage.

The residence Is located in the State of Arkansas, County of Name at the following address: Complete
Street: , Clty: ,AR Zip: + property
address

I acknowledge and understand that this Affidavit will be relied upon for the purpose of determining the Buyer’s
ellgibility for a Mortgage Credit Certificate (MCC). 1acknowledge that a material misstatement negligently made in
this Affidavit or In any statement made by me In connection with the Buyer’s application for a Mortgage Credit
Certificate will constitute a federal violation punishable by a fine of $1,000 and that a material misstatement
fraudulently made by me In this Affidavit or any statement In connection with the Buyer’s application for a
Mortgage Credit Certificate will constitute a federal violation punishable by a fine of $10,000, revocation of the
Mortgage Credit Certificate and any other criminal penalty imposed by law.,

Seller’s Signature: Date:

Seller’s Signature: Date:

Subscribed and sworn to before me this day of 120
Notary Signature:

Commission Explration Date:
Seal

EXHIBIT F
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MCC Closing Exhibit. Original signature. Can be Loan Officer, Processor or Closer signature.

ARKANSAS DEVELOPMENT FINANCE AUTHORITY
MORTGAGE CREDIT CERTIFICATE PROGRAM

LENDER CLOSING CERTIFICATE

1 (“Name of Lender”) state the following: The Lender has recelved a Commitment

Application and Affidavit submitted by:

o Name Compete all fields
(“Mortgagor™) (*Co-Mortgagor”)

‘ ss# ssit

The Application For Conditional Commitment, Certifications & Affidavit was submitted in connection with an application
for financing (“the mortgage loan®) of the purchase of a qualified single family residence located at:

) AR,
(Street) (County) (Zip Code)

The Lender has also recelved and reviewed the Scller Affidavit submitted by the seller of the property shown above and finds no
reason to questlon the truth or completeness of this Affidavit.

(Check Statement (n) or (b) regarding Federal Income Tax Returns)

' (a.) [::] The Lender has obtalned a true, complete, signed copy of the most recent Federal Income Tax Return of

the Mortgagors.

(b.) ___I:_—_—l_ There Is no requirement to obtain the Mortgagor’s Federal Income Tax Return because the Residence Is
located in a Targeted County.

The Lender Is not aware of any facts or clrcumstances that would cause it to question the truth or completeness of any portion of
such Application For Conditional Commitment, Certifications & Affidavit. In the course of processing the documents
concerning the Mortgagor’s application prior to executing the mortgags, nothing has come to the Lender’s attention which would
lead it to believe that any Information supplied by the Mortgagor's or any other party to this transaction Is false or misleading.

Ancrfom h}{lon of all underwriting, investigation and verification the Lender has approved the mortgage loan in the amount of
$ oah Amount _which is the Certifled Indebtedness Amount. The property is a qualified single family residence
located in the State of Arkansas, and the Borrowers huve signed the Application For Conditional Commitment, Certifications
& Affidavit (Exhibit B) In which he/she states that he/she Intend to occupy the home as a primary residence within sixty (60)
days from the date of tho mortgage loan closing.

Is reasonably expected to becomo the Mortgagor®s principal residence within sixty (60) days after the date of the mortgage loan
olosing.

AFTER REASONABLE INVESTIGATION THE LENDER HEREBY CERTIFIES THAT:

The financing which the Mortgagors have recelved has not been used to acquire or replace an exlsting mortgage or land contract
on the residence, unless the previously existing mortgage was a construction loan, bridge loan or other temporary financing none
of which had an initial term in excess of twenty-four (24) months.

The Mortgagors did not recelve any portion of the financing of this mortgage loan from a tax exempt mortgage revenue bond
loan,

To the best knowledge of the Lender, based upon reasonable investigation and verlfications, nelther the Lender, the Mortgagor's,
nor the Sellor of the resldence havo made any negligent or fraudulent, material misstatements In connection with the Mortgagor’s
application for a Mortgage Credit Certificate (MCC), The Lender has completed and attached to this certification the Mortgage
Credit Certificate Program Data Summary (AR MCC007) and believes the Informatlon to be true and accurate.

- By: (Name of Loan Orlglnator) Date: ____

Title:

EXHIBIT G
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Closing Exhibit

ARKANSAS DEVELOPMENT FINANCE AUTHORITY
ADFA ADVANTAGE
EXHIBIT 7-P

TO BE DELIVERED TO MORGAGOR AT TIME
OF SETTLEMENT OR ASSUMPTION OF MORTGAGE LOAN

Your mortgage loan has been financed with the proceeds of a tax-exempt qualified mortgage bond. As a result,
pursuant to Section 143(m) of the Internal Revenue Code of 1986 (the “Code”), you may, at the time at which
you resell the residence financed by the Mortgage Loan, be subject to a special “recapture tax” for federal
income tax purposes. You should consult you tax advisor at the time of resale by you of the residence to
determine the amount, if any, of such “recapture tax.” The following information will assist you in determining
the amount, if any, of “recapture tax.”

1. Name of Mortgagor: Borrower name

2. Name of Co-Mortgagor: Co-mortgagor if applicable

3. Date of Settlement of Mortgage Loan: Closing Date

4. Location of Residence: Property adddress with zip code

Targeted or Non-Targeted
5. Residence is located in a 8 8 area

7. Federally subsidized amount pursuant to Section 143(m)(4)(B) of the Code (6.25%): $ A e

A. Introduc

1. General When you sell your home you may have to pay a recapture tax as calculated below. The
recapture tax may also apply if you dispose of your home in some other way. Any reference in this
notice to the “sale” of your home also includes other ways of disposing of your home. For instance,
you may owe a recapture tax if you give you home to a relative.

2. Exceptions. In the following situations, no recapture tax is due and you do not need to do the
calculations:

()  Youdispose of your home later than nine years after you close your Mortgage Loan;
(ii) Your home is disposed of as a result of your death;
(iil) You transfer your home elther to your spouse or to your former spouse incident to divorce
and you have no gain or loss included in your income under Section 1041 of the Code; or
(iv)  You dispose of your home at a Joss.
same as #7 above
B. Maximum Recapture Tax, The maximum recapture tax that you may be required to pay as an addition
to your federal income tax is $ . This i3 6.25% of the highest principal amount of your
mortgage loan and is your federally subsidized amount with respect to the loan,

| NOTICE TO MORTGAGOR OF INFORMATION REGARDING POTENTIAL RECAPTURE TAX |

Multiply the loan

1 ¢ amount by 6.25%. Result
6. Principal amount of Mortgage Loan on date of settlement; § '0an amount goes in this field
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EXHIBIT 7-P
Page 2

C. Actual Recapture Tax, The actual recapture tax, If any, can only be determined when you sell your
home, and is the lesser of (1) 50% of your net gain on the sale of your home, regardless of whether
you have to include that gain in your income for federal income purposes or (2) your recapture tax,
determined by multiplying thgsfollowing three numbers:

same as #7 y

()] $______ (the maximum recapture tax, as described in paragraph B above),

(ii) The holding perlod percentage, as listed in Column 1 In the Table. See page 4.
(County Income Limit Sheet)

(iii) ~ The income percentage, as described in paragraph D below. See page 4. (County
Income Limit Sheet)

D. Income Percentage. You calculate the income percentage as follows:

0] Subtract the applicable adjusted qualifying income in the taxable year in which you sell

your home, as listed in Column 2 in the Table, from your modified adjusted gross income
in the taxable year in which you sell your home. Your modified adjusted income means

your gdjusted gross income shown on your federal income tax return for the taxable year in
which you sell your home, with the following two adjustments: (a) your adjusted gross
income must be jncreased by the amount of any interest that you receive or accrue in the
taxable year from tax-exempt bonds that is excluded from your gross income (under
Sectlon 103 of the Code) and (b) your adjusted gross income must be decreased by the
amount of any gain included in your gross income by reason of the sale of your home.

(i) If the amount calculated in (i) above is zero or less, you owe no recapture tax and do
not need to make any more calculations. If it is $5,000 or more, your income percentage is
100%. If it is greater that zero but less than $5,000, it must be divided by $5000. This
fraction, expressed as a percentage, represents your income petcentage. For example, if the
fraction is $1,000/$5,000, your income percentage is 20%.

E. Limitations and Special Rules on Recapture Tax.

I If you give away your home (other than to your spouse or ex-spouse incident to divorce), you
must determine your actual recapture tax as if you had sold your home for its fair market value.

2. If your home is destroyed by fire, storm, flood or other casualty, there generally is no recapture
tax if, within two years, you purchase additional property for use as your principal residence on
the site of the home financed with your orlginal subsidized Mortgage Loan.

3. In general, except as provided in future regulations, if two or more persons own a home and are
Jointly liable for the subsidized Mortgage Loan, the actual recapture tax is determined
separately for them based on their interests in the home,
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4. If you repay your Mortgage Loan in full during the nine-year recapture period and
you sell your home during this period, your holding period percentage may be reduced
under the special rule in Section 143(m)(4)(c)(ii) of the Code.

5. Other special rules may apply in particular circumstances. You may wish to consult
with a tax advisor or the local office of the Internal Revenue Service when you sell or
otherwise dispose of your actual recapture tax. See Section 143(m) of the Code generally.

The undersigned Mortgagor( te copy of the
forgoing Notice to Mortgagor of Information Regarding Potential Recapture Tax.

MORTGAGOR: CO-MORTGAGOR: Original Signature(s)
() (x)
Name: Name:
Date: Date:
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