Disclaimer:  This sample draft document was developed by MSHDA Office of Community Development, to incorporate CDBG and MSHDA Rental Rehabilitation policy into the document.  However, a MSHDA Grantee should consult with their attorney and amend this document as needed to insure that it is in compliance with any appropriate local, state, or federal laws applicable.  Any amendments are subject to MSHDA OCD review.

Model Document #12
The [ABC Housing Commission]
Rental Rehab Program

Rental Rehabilitation

Deferred Payment Mortgage Note

For Value received, [date], by [property owner] and [spouse], husband and wife, (hereinafter “Borrower”) whose address is [address of landlord] promises to pay to the order of the City of      ,      , Michigan,       (hereinafter “Lender”) or at any other place designated in writing by the Lender or holder of this Mortgage Note, the principle sum of [amount funded by MSHDA] and 00/100 Dollars ($     ) dollars, plus interest computed on the unpaid balance of the principal sum at a rate of 0 percent per annum, until paid or released by the Lender, as provided herein.

This Note evidences a Deferred Payment Mortgage Loan made by the Lender to the Borrower for the exclusive purpose of rehabilitating, preserving, and/or enhancing the residential real property commonly known as [rental property address],      , Michigan, legally known as:

Insert Legal Description

The term of this Note, and the debt evidenced hereby, shall be until the balance due is paid in full for a period ending on the first day of the month, first occurring five (5) years after the completion of the rehabilitation, preservation, or enhancement activities financed in whole or in part by the deferred payment loan evidenced by this Note (the “Affordability period” required pursuant to 24 CFR 570).  During the term of this Note, the Borrower shall make no payments of principal or interest; provided, however, that if the Borrower shall be determined by the Lender to be in default of any of the terms and conditions of this Note, or the Mortgage of even date herewith securing payment thereof (which Mortgage is incorporated herein by reference) then the entire unpaid principle balance and all accrued interest (if any) shall be immediately due and payable upon demand by the Lender.  Unless accelerated, the Note shall be satisfied and released by the Lender on the 1st day of [month, year] (5 years from completion of work).
The Borrower agrees to comply with the Rental Rehab Program affordability requirements with respect to the occupancy and rental of the dwelling units, as implemented by the Lender pursuant to 24 CFR 570.

The Borrower further agrees to comply with the annual tenant income recertification requirements, annual rental certifications, and housing quality standard reviews as implemented by the Lender for the Rental Rehab Program pursuant to 24 CFR 570.

At the option of the Lender or the other holder of the Note, all of the sums under this Note may be declared to be immediately due and payable if the Borrower has used the proceeds of the deferred payment loan evidenced by the Note in a manner which is any way inconsistent with the Borrower’s application for Rental Rehab Program Loan funds.  This Note shall also be immediately due and payable if the Lender or other holder of this Note determines that the Borrower has made a material misrepresentation in any of the documents relied on by the Lender to make this loan.

Unless prohibited by law, the Borrower agrees to pay all cost of collection incurred and employed, including reasonable attorney’s fees and legal expenses incurred by any holder hereof in the event this Note is not duly paid.  If this Note is signed by more than one person as Borrower, all such persons shall be jointly and severally obligated to pay this Note.  Each accommodation maker endorser and guarantor hereof waives presentment, notice of dishonor and protest, and authorizes the holder hereof, without notice or further consent, to extend, defer, refinance or otherwise modify the date of dates or amount or amounts of the installments due hereunder, waive compliance with any other provisions of this Note and release any security for this Note.

The CDBG Rental Rehab Program deferred payment loan evidenced by this Note may only be assigned and/or assumed, with the expressed written consent of the Lender, provided that any and all terms and conditions shall remain in full force and effect for any assignee or successor to the Borrower as described herein.

The borrower may pay at any time all or any part of the remaining balance of this Note without penalty.  Provided, however, that such prepayment shall not be deemed a waiver or release of the affordability requirements of the Rental Rehab Program.

Upon satisfactory completion of all terms and conditions of this Note by the Borrower or upon payment of any and all balances due, the Borrower shall be entitled to a release and satisfaction of this Note by the Lender.

This is the Mortgage Note described in and secured by a Mortgage of even date in the same principal amount as herein stated.

In witness whereof and in agreement herewith, the Borrower has executed this Mortgage Note this [date of agreement].  

(By executing this Note, Borrower acknowledges receipt of a completed copy thereof.)

Borrower:









     




     






Printed Property Owner’s Name








     




     






Printed Property Owner - Spouse
State of Michigan) 

    )

County of      )



The foregoing instrument was acknowledged before me on                                                 , 20       , by , As the       of      , a Michigan municipal corporation, on behalf of said municipal corporation, pursuant to valid authorization vested in him/her.

________________________________________

Notary Public, 

 County, MI

My Commission expires:

Drafted by and when recorded return to:
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