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NEW JERSEY DEPARTMENT OF COMMUNITY AFFAIRS


NEIGHBORHOOD STABILIZATION PROGRAM


MORTGAGE NOTE 

$     




     ,  201     
Parties:  FOR VALUE RECEIVED, the undersigned,       [DEVELOPER or ACQUISITION ENTITY]
 having its principal place of business at [     ADDRESS] (the "Borrower"),  promises to pay to the order of the [CITY/COUNTY or  STATE] (the "Lender") at its principal office at [     ADDRESS] or at such other place as may be designated in writing by the Lender, the sum of       DOLLARS ($     ) (the "Principal Sum"), pursuant to the terms below.

Capitalized terms used but not defined herein shall have the meaning assigned to such terms in the Mortgage securing this Mortgage Note. 

The Borrower acknowledges that in consideration for the execution of this Note and the Mortgage securing this Mortgage Note,  it shall receive the Principal Sum from the Lender,  as referenced in Grant Agreement No.        ("Grant Agreement").  The Borrower further acknowledges that the Lender provided the Principal Sum to the Borrower pursuant to the Grant Agreement in accordance with Title I of the Housing and Community Development Act of 1974, as amended, 24 CFR Part 570 of the regulations of the United States Department of Housing and  Urban Development (HUD), as the same may be amended from time to time, Title III of Division B of the Housing and Economic Recovery Act of 2008 (P.L. 110-289) as amended by the American Recovery and Reinvestment Act of 2009 (P.L. 111-5), and 73 FR 58330  (October 6, 2008), and 24 CFR Part 92 of the regulations of the United States Department of Housing and Urban Development (the HOME Investment Partnerships Program)  (“NSP”).
Interest:  No interest shall accrue during the construction period, which is the time period prior to the issuance of a Certificate of Occupancy for all the units constructed on the Mortgaged  Premises that secure this obligation (the "Construction Period"). 

On the first day of the first month following the issuance of a final Certificate of Occupancy by the Municipality, the Construction Period shall end,  and interest shall accrue on the amount of the Principal Sum disbursed pursuant to the terms of the Mortgage securing this Mortgage Note (the "Mortgage").  Interest shall accrue at a rate of ONE PERCENT (  1   %) COMPOUND  INTEREST per annum.   

Maturity of Note:  This Mortgage Note shall mature upon the expiration of        (     ) years from the first day of the month following the issuance of a final Certificate of Occupancy for the Mortgaged Premises/Project by the municipality, if not sooner according to the terms of this Mortgage Note and the Mortgage.  Upon maturity, at the option of the Lender, the entire unpaid balance of the Principal Sum, together with all accrued interest thereon, shall become due and payable. 

It is expressly agreed that the entire balance of said Principal Sum, together with all accrued interest thereon, shall become due at the option of the Lender, its successors or assigns, upon the happening of any default as described in the Mortgage, Grant Agreement, Deed of Easement and Restrictive Covenants, or Mortgage Note. 
It is expressly agreed that the entire balance of said Principal Sum, together with all accrued interest thereon, shall become due at the option of the Lender, its successors or assigns, upon the expiration of Affordability Controls prescribed in the Deed of Easement and Restrictive Covenants  executed and recorded contemporaneously with this Mortgage and Mortgage Note on the Mortgaged Premises completed with the proceeds of this loan, if said Mortgaged Premises are not retained exclusively for occupancy by low and moderate households, as defined in the “New Jersey Department of Community Affairs Neighborhood Stabilization Program Operational Manual” and pursuant to the NSP.

It is expressly agreed that the entire balance of said Principal Sum, together with all accrued interest thereon, shall become due at the option of the Lender, its successors or assigns,  upon the unapproved sale, transfer or refinancing of the Mortgaged Premises/Project by the Borrower. 

Repayment:
If, after the issuance of a Certificate of Occupancy, the Mortgaged Premises are sold to an NSP Eligible Household, then this Mortgage and Mortgage Note,  and all obligations hereunder,  may be discharged and released upon consideration of the execution and recording of a forgivable second mortgage in favor of Lender, which is consistent with all requirements of the NSP. Lender shall, upon written request and satisfaction of all NSP requirements execute a release of the Mortgage.


If, after the issuance of the Certificate of Occupancy,  the Mortgaged  Premises are vacant or rented to an NSP Eligible Household(s) the Borrower shall pay annually to the Lender the sum of 50% of project cash flow, defined as revenue less expenses and debt service, as follows:

Revenue: all cash received from project operations, including tenant-paid rents, laundry 
facilities and lease payments; the net proceeds of insurance policy payments which are not 
reinvested; and any other funds deemed available for distribution by the Borrower as the 
general partner in the limited partnership which owns the Mortgaged Premises/Project;

Expenses and Debt Service: all cash expenditures; all expenses unpaid but properly accrued, which have been incurred in operating the Mortgaged Premises/Project; mortgage loan payments on superior 
mortgages; deposits to the replacement reserve, operation reserve and other reserve 
accounts as may be required by the first mortgagee and by the limited partners in the limited 
partnership which owns the Mortgaged Premises/Project. 

The Borrower shall also pay to the Lender 50% of the proceeds of any reserve accounts 
which are liquidated.

Payments shall be due annually on or before  _____________ with the first payment due on or before ________________________________.

Payment should be made by check to “Treasurer, State of New Jersey” and sent to:

Fiscal Officer

New Jersey Department of Community Affairs

101 South Broad Street

P.O. Box 806, 5th floor

Trenton, NJ 08625-0806

The Grant Agreement number must be included on the annual check.
Annual Financial Report:  The Borrower covenants and agrees to furnish to the Lender at least annually and within three months of the close of its fiscal year a financial report, acceptable to the Borrower and the Lender, of the operations of the Mortgaged Premises/Project including but not limited to:

1.  An income and expense statement, which will include a listing of income received from Section 8 rental subsidies, the number of Section 8 certificate holders dwelling at the Mortgaged Premises/Project and the Fair Market Rent received for each Section 8 certificate holder; 

2.  A statement evidencing the deposit and balance of reserves; 

3.  Verification of all loan repayments, distributions to general or limited partners or shareholders, if applicable; 
4.  A statement of Mortgaged Premises/Project assets and liabilities and any change in financial position during the fiscal year; and 

5. A statement from the auditor indicating the amount of the payment due on the NSP loan for the current year.  The statement shall read “Based on my independent audit of the project known as XXXX, the payment due for the NSP loan for fiscal year _____ is $________.”
Mortgage as Security:  This Mortgage Note is secured by a mortgage lien on certain premises (“Mortgaged Premises”) and by other security as enumerated in the Mortgage.

Subordination: The parties acknowledge that this Mortgage- is subject only to the following mortgages securing the following principal amounts:

MORTGAGEE


PRINCIPAL AMOUNT


  
     




$      
Other Terms and Conditions:  All parties to this Mortgage Note, whether Borrower, principal, surety, guarantor or endorser, hereby waive presentment for payment, demand, protest, notice of protest, and notice of dishonor. 

This Mortgage Note is subject to assignment or endorsement by the Lender in accordance with the terms of the Mortgage.  

The obligations of the Borrower to make any payments required hereunder shall be absolute and unconditional without any defense or right of set off, counterclaim or recoupment by reason of any default by the Lender under the Mortgage or any other agreement between the Lender and the Borrower or out of any indebtedness or liability at any time owing to the Borrower by the Lender for any other reason. 

The Lender agrees, on behalf of itself and any future holder of this Mortgage Note and the Mortgage, that the liability of the Borrower, any general or limited partner or shareholder of the Borrower and their respective heirs, representatives, successors and assigns, for the payment and performance of its obligations hereunder and thereunder, shall be limited to the collateral pledged under the Mortgage and that the Lender shall have no right to seek a personal judgment against the Borrower, any general or limited partner or shareholder of the Borrower or their respective heirs, representatives, successors and assigns, individually, but shall look only to such collateral for the payment and performance of such obligations; provided, however, that the Lender shall retain the right to exercise any and all remedies granted to it under the Mortgage and Mortgage Note.  The foregoing limitation of liability shall not apply to any party to the extent such party has committed fraudulent, criminal or other unlawful acts.
This Mortgage Note and all rights, duties, obligations and interests arising hereunder shall bind and inure to the benefit of the parties hereto and their respective heirs, personal representatives, successors and permitted assigns. 

IN WITNESS WHEREOF, the Borrower has caused this Mortgage Note to be executed by its duly authorized representatives on the date first set forth above. 

BORROWER:                          

ATTEST:

______________________________
____________________________________

By:                         



By:                

[Type text]

PAGE  
2

