BORROWER'S AFFIDAVIT AND

DISCLOSURE OF FEDERAL SUBSIDY RECAPTURE

FIRST-TIME HOMEBUYERS ONLY


The undersigned, (the “Borrower(s)”), applicant(s) for a mortgage loan (the “Mortgage Loan”) (collectively with any related downpayment assistance loan) to be originated by (the “Mortgage Lender”) in accordance with the Home Ownership Programs of the Massachusetts Housing Finance Agency (“MassHousing”), do hereby certify, represent and warrant to the Mortgage Lender and MassHousing as follows:
1. The residence is permanently affixed to the land and consists of not more than four dwelling units. 
2. A true and correct copy of the purchase contract representing the entire transaction for the purchase of the residence has been provided to the Mortgage Lender.  If the residence is located on leased land, a copy of the lease has been provided to the Mortgage Lender.  
3. If the Mortgage Loan will be used to purchase or newly construct the residence, (I/we) intend to occupy the residence as (my/our) principal and permanent place of residence within 60 days after the closing of the Mortgage Loan (but not more than 6 months after closing if the Mortgage Loan is given to purchase and rehabilitate the residence; or within 60 days of completion of construction if the Mortgage Loan is given to newly construct the residence), and thereafter to continually occupy the residence as (my/our) principal and permanent residence for so long as the Mortgage Loan is outstanding and unpaid. 
     a) If the Mortgage Loan will be used for a newly constructed single-family residence, completed to the extent that occupancy is permitted under local law, and (I/we) will be the first occupant(s) of the residence after completion of construction.
     b) If the Mortgage Loan will be used for a newly constructed two-family residence, completed to the extent that occupancy is permitted under local law, and (I/we) will be the first occupant(s) of the residence after completion of construction. If the Mortgage Loan will be used for a newly constructed two-family dwelling, it must be located in a MassHousing Targeted Area.*
c) If the Mortgage Loan will be used for an existing two‑four family residence which was first occupied as a residence at least five years prior to the date hereof.
*Targeted Areas: Boston, Cambridge, Chelsea, Everett, Fall River, Lawrence, Lynn, North Adams, Somerville,   

Note to Borrower(s): Failure by the Borrower(s) to occupy the residence as (his/her/their) principal and permanent place of residence within the time described in the foregoing paragraph and to continuously occupy the property for such purpose thereafter will be considered an event of default and the outstanding principal balance of the Mortgage Loan together with accrued interest may be declared immediately due and payable.

4. (I/we) will not have held a “present ownership interest” in a principal residence (including a manufactured home permanently affixed to land) at any time during the three‑year period immediately preceding the closing of the Mortgage Loan (excluding a first Mortgage Loan located in a MassHousing Targeted Area), and at the time of the Mortgage Loan closing (I/we) will not own any other real estate other than vacant land or real estate which is commercial or industrial in character. 

Note to Borrower(s): All such persons must execute the mortgage loan.  The requirements do not apply to a co-signer or guarantor of the mortgage note (e.g., a parent) so long as the co-signer or guarantor does not have an ownership interest in the residence to be financed by the Mortgage Loan. 

The term "present ownership interest" includes not only outright ownership but also any of the following interests if held either directly by the Borrower(s) or in trust for the Borrower(s): a joint tenancy, a tenancy in common, a tenancy by the entirety, a community property interest, the interest of a tenant‑shareholder in a cooperative, a life estate, a remainder interest, or a contract pursuant to which the Borrower(s) have possession and the benefits and burdens of ownership although legal title is not transferred until some time later. 

5. (I/We) have no present intent to lease, sell, assign or transfer any interest in the residence to another party and have not entered into any agreement, understanding or other arrangement to lease, sell, assign or transfer the residence.
6. Except for the rental of units in a two, three or four-unit residence, no more than 15% of the total area of the residence will be used in a trade or business.  

Note to Borrower(s): For purposes of the foregoing, any portion of the residence which does not qualify for the deduction allowable for certain expenses incurred in connection with the business use of a home on your federal tax return will not be considered as used in a trade or business. 

7. (I/We) will not use the residence as an investment property or as a recreational or seasonal residence.
8.  (a) All of the land being purchased with the residence reasonable maintains the basic livability of the residence and will not provide, other than incidentally, a source of income to by the undersigned.  (I/We) do not intend to farm or subdivide the land.  No subdivision map relating solely to such land has been recorded.

     (b) The Acquisition Cost of a residence does not include the imputed value of services performed by the Borrower(s) or members of his/her family (their families) (which include only the Borrower(s)' brothers and sisters (whether by whole or half blood), spouse, ancestors and lineal descendants) in completing the residence. 
Neither (I/we) nor anyone on (my/our) behalf has made any payment other than the amount indicated in the Purchase and Sale Agreement and ALTA Statement and consistent with the terms of the Purchase and Sale Agreement and ALTA Statement to the seller of the residence or to any other person on behalf of the seller, nor have (I/we) cancelled any debt of the seller or any related person to the seller. 
(I/we) have not entered into any agreement with the seller of the residence, the developer, the contractor, or any other person pursuant to which any portion of the residence has been left unfinished or any fixtures or other architectural appointments have been omitted or removed from the residence in order to reduce the Acquisition Cost.

INCOME ELIGIBILITY 

The calculation of Gross Annual Household Income is solely to establish the Borrower's eligibility for a MassHousing financed Mortgage Loan and it is not required to be used for purposes of credit evaluation.  Since MassHousing financed Mortgage Loans are considered a Special Credit Program under Regulation B of the Equal Credit Opportunity Act, and Section 8 of the Massachusetts Commission Against Discrimination Regulations, Mortgage Lenders are required to seek the income information necessary to determine if the Borrower(s) household income is within MassHousing’s income limits posted on our website at www.emasshousing.com.
The compliance income of the occupant borrowers on the mortgage, note, and deed is the gross annual income from all sources annualized forward. Income includes: annualized income from full and part-time employment, taxable and nontaxable income,  earnings, overtime, bonuses, dividends, interest annuities, pensions, VA compensation, commissions, deferred income, welfare payments, Social Security benefits, disability payments, alimony, child-support payments, public assistance, sick pay unemployment compensation and income received from trusts, rental income, business activities, investments, and all other sources of income. 75% of rental income from subject property must be included. Nontaxable income must be included at an amount used to qualify (including the grossed up amount if used in qualifying).
(a)Borrower(s) include any person(s) who is a Borrower (i.e. who has an ownership interest in the property financed by the Mortgage Loan); 

Note: Every person listed on the deed must sign the Mortgage and Note.
NOTICE OF FEDERAL SUBSIDY RECAPTURE

INTRODUCTION

You have applied for a mortgage loan (collectively with any related downpayment assistance loan) financed with funds made available by MassHousing.  The funds to finance this mortgage loan may be raised through the sale of tax-exempt Mortgage Revenue Bonds (a “MassHousing MRB Loan”).  Current federal tax law may require you to make a payment to the federal government of a subsidy recapture (a “Recapture Tax”) if you sell, transfer or otherwise dispose of your home within the first nine years after the closing date for the Mortgage Loan, make a profit on the sale and your income has increased significantly after the closing date.

The maximum potential Recapture Tax due under the Internal Revenue Code is either 6.25% of the original principal amount of your Mortgage Loan on the closing date or 50% of any profit realized on the sale or transfer of your home, whichever is less. The maximum potential Recapture Tax increases from 1.25% of the original principal amount of your Mortgage Loan if you sell or transfer your home within one year of loan closing to 6.25% in the fifth year after loan closing and declines by 1.25% in each year thereafter, but in no event will the Recapture Tax be more than 50% of your profit on the sale or transfer of your home. No Recapture Tax is payable if you sell or transfer your home after nine years after the closing of your Mortgage Loan. The Recapture Tax is also reduced or eliminated if your income at the time of sale does not exceed certain limits set by the Internal Revenue Service.
MassHousing is not responsible for the calculation, collection or payment of any Recapture Tax to the IRS. The following information is provided to you so that you can calculate your Recapture Tax, if any, if you sell or transfer your home within the first nine years after the closing date of your Mortgage Loan. Please contact your local IRS office or your tax advisor for further information.

Holding Period Percentage

The Holding Period Percentage for the year in which you sell or transfer your home is set forth on Table 1 listed below.
ADJUSTED QUALIFYING INCOME

The Adjusted Qualifying Income for purposes of calculating the Income Percentage is the “Threshold Income” applicable to the location of your home shown in Table 2 of Recapture which can be found on our website at www.masshousing.com.
____________________________
Note to Borrower(s): In order to reduce the worry and confusion regarding the IRS Recapture Tax, MassHousing will reimburse you for the amount of any Recapture Tax that you pay to the IRS if you sell or transfer your home in the next nine years. MassHousing’s reimbursement applies to all Mortgage Loans closed on or after January 1, 2006. To obtain reimbursement, you must contact MassHousing following your payment of the Recapture Tax to the IRS and furnish MassHousing with (i) a copy of the signed ALTA Settlement Statement or similar form from the sale or transfer of your home, (ii) a copy of your executed and filed federal tax return, together with IRS Form 8828, “Recapture of Federal Mortgage Subsidy,” and evidence that any tax obligation on your federal tax return has been paid, and (iii) any other documentation that MassHousing may need to approve the reimbursement. MassHousing will only reimburse the amount of the Recapture Tax actually paid to the IRS and will not reimburse you for any fees, interest, penalties or other expenses that you may incur. 
Please note that the amount reimbursed to you by MassHousing may constitute taxable income to you. Consult your tax advisor for further information.

Recapture Tables applicable to your loan can be found on our website at masshousing.com.  
ESTIMATING RECAPTURE TAX ON SALE OF HOME          Table 1
Holding Period
Year in Which House was Sold*
Holding Period Percentage
1st
20%

2nd
40%

3rd
60%

4th
80%

5th
100%

6th
80%

7th
60%

8th
40%

9th
20%

*Years are the 12 month periods beginning on the closing date for the loan and ending on each anniversary of the closing date.

BORROWER’S CERTIFICATION 

(I/We) certify and warrant to the Mortgage Lender and MassHousing under penalties of perjury that the information in this Affidavit and Disclosure and in (my/our) mortgage loan application is true, accurate and complete.  (I/We) understand that if (I/we) have made any material misstatements in this Affidavit and Disclosure or in our mortgage loan application or have omitted to state any of the information requested this will be considered an event of default and the outstanding principal balance of the Mortgage Loan together with accrued interest may be declared immediately due and payable.

EXECUTION AT TIME OF LOAN APPLICATION



_________________
Borrower's Signature

Date



_________________
Borrower's Signature

Date



_________________
Borrower's Signature

Date



_________________
Borrower's Signature

Date
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