SAMPLE HOMEOWNERSHIP ASSISTANCE ACTIVITY 

FORGIVABLE LOAN PROMISSORY NOTE

PURCHASE MONEY MORTGAGE

Borrower:  [Name of Borrowers]

Lender:  [Name of IFA recipient]

For the value received, I/We (“Borrower”) jointly and severally promise to pay to __________________

_______________ [name of recipient] (“Lender”), its successors or assigns, the sum of (A) __________ [amount of            ] (“Original Loan Amount”) or (B) the amount as determined under the Terms and Conditions provisions set forth below.

Terms and Conditions:  The Borrower agrees that: 

1.
Affordability Period.  The borrower shall comply with the terms of this Forgivable Loan Promissory Note for a term of [enter length of affordability period] (“Affordability Period”) beginning on the date of this Forgivable Loan Promissory Note.  The Loan shall be forgiven 1[length of affordability period]th on each anniversary of the date the Borrower executed this Forgivable Loan Promissory Note for each year during the Affordability Period.

2.
Principal Residence Requirement:  Notice of Sale and Recapture.  

The Borrower shall own and occupy the real property that serves as security for this Loan located at [address] (“Mortgaged Property”) as the Borrower’s principal residence.  The Borrower shall notify the Lender if the Borrower no longer occupies the Mortgaged Property as the Borrower’s principal residence or if the Borrower sells or transfers for any reason, the Mortgaged Property during the Affordability Period.  If the Borrower sells or transfers the Mortgaged Property during the Affordability Period, the Borrower shall pay the Lender the un-forgiven balance of the Loan, unless the Net Proceeds (defined as the sale price minus the payoff on the first mortgage lien on the property and any usual and customary sellers’ closing costs) of the sale are not sufficient to cover the un-forgiven balance of the Loan.  If the Net Proceeds are not sufficient to cover the un-forgiven balance of the Loan, the amount of the Loan subject to recapture shall be determined in accordance with the provisions of paragraph 3, below.

3.
Insufficient Proceeds.  If the Net Proceeds are insufficient to repay the un-forgiven balance of the Loan, any Net Proceeds that are available shall be distributed to the Borrower and the Lender based on a ratio of the Original Loan Amount (“OLA”) to the sum of the OLA and the Borrower’s Investment
(“BI” – defined as any out-of-pocket down payment paid by the Borrower plus any verified capital improvements made by the Borrower), as follows:

	                       OLA

                  _________   X   Net Proceeds = Recapture Amount payable to Lender

                    OLA + BI



	                          BI

                    _________   X   Net proceeds = Proceeds payable to Borrower

                     OLA + BI

                 


If there are no Net Proceeds to distribute, the recapture amount payable to the Lender shall be zero.

4.
Refinancing.  If the Borrower refinances the first lien on the Mortgaged Property with a lender approved by the Iowa Department of Economic Development (IDED) for participation in the Department’s homeownership assistance program during the Affordability Period, the Lender may, in its sole discretion, agree to sign a subordination agreement subordinating the mortgage securing this debt to the new mortgage held by the IDED-approved lender.  If the Borrower refinances both the first mortgage and this mortgage during the Affordability Period, the Borrower shall pay the Lender the entire un-forgiven balance of the Loan.

5.
Collateral and Forgivable Mortgage.  Borrower acknowledges this Forgivable Loan Promissory Note is secured by a Forgivable Mortgage dated [date] on real estate located at [property address].  Borrower further agrees to be bound by the terms and conditions of the Forgivable Mortgage and agrees that the terms and conditions of the Forgivable Mortgage are incorporated into this Forgivable Loan Promissory Note as fully set forth herein.

BEFORE SIGNING THIS FORGIVABLE LOAN PROMISSORY NOTE, I (WE) READ AND UNDERSTOOD ALL THE PROVISIONS AND I (WE) AGREE TO THE TERMS OF THIS FORGIVABLE LOAN PROMISSORY NOTE.

I (WE) ACKNOWLEDGE RECEIPT OF A COMPLETED COPY OF THIS FORGIVABLE LOAN PROMISSORY NOTE AND ALL OTHER DOCUMENTS RELATING TO THIS DEBT.

BORROWER:

[Name of Borrower]

[Name of Borrower]

Date

Date




[Name of Borrower]
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