
RESIDENTIAL MORTGAGE NOTE

U.S. $___________



_____________, ______ Michigan  _______

Dated: __________




This RESIDENTIAL MORTGAGE NOTE ("Note") is given in connection with the purchase of property (described below) by the Borrower, as defined in Paragraph 1 below, from Habitat, as defined in Paragraph 1 below. The Borrower’s performance of the commitments in this Note is secured by a mortgage also signed today (“Security Instrument”). The Security Instrument secures to Habitat: (a) the repayment of the debt evidenced by the Note with interest, and all renewals, extensions, and modifications of the Note including, but not limited to the Gifted Equity as described in the Note; (b) the payment of all other sums with interest, advanced under paragraph 7 of the Security Instrument to protect the security of this Security Instrument; (c) the performance of the Borrower's covenants and agreements under the Security Instrument and the Note, and (d) any portion of the Gifted Equity owed by the borrower to Habitat under the terms of Paragraph 3(D) of the Note.

1. BORROWER'S PROMISE TO PAY

In return for a loan that I/We, ____________, marital status, of _______, Michigan  _________ ("the Borrower" or "I"), have received in connection with the purchase of the property located at ___________, ______, Michigan _____ ("Property"), I promise to pay ______________ Dollars (U.S. $___________) (this amount is called "principal"), plus interest, to the order of ______________ ("Habitat") whose office is located at ______________, ________, Michigan ________.  I understand that Habitat may transfer this Note.  Habitat or anyone who takes this Note by transfer and who is entitled to receive payments under this Note is called the "Note Holder."

2. INTEREST

No interest shall be paid on the principal so long as I am not in default of any obligation under this Note.  In the event that I am in default for a period of more than thirty (30) days, I shall pay interest to Habitat at the rate of eleven percent (11%) per annum on the entire remaining amount owed under the Note, from the date of default, computed monthly, until the default is cured.  This interest shall be in addition to any principal payments that I owe. This interest shall be a separate amount owed under this Note and shall be due and payable immediately upon the occurrence of the default.  

3. PAYMENTS
(A) Time and Place of Payments.  I will pay principal, escrow, and interest by making payments on the first of every month beginning on _________.  I will make these payments every month until I have paid all of the principal and interest and any other charges described below that I may owe under this Note.  My monthly payments will be applied to interest, late fees, escrow costs, and other charges before principal.  If, on __________, I still owe amounts under this Note, I will pay those amounts in full on that date, which is called the "maturity date."  I will make my monthly payments at __________________, _______________, _________, Michigan ​​​​______, or at a different place if required by Habitat.

(B) Amount of Monthly Principal Payments.  My monthly principal payment will be in the amount of U.S. $_________.

(C) Escrow Funds Payments.  As provided in Section 3 of the Mortgage executed by me today, I will also pay each month an amount equal to 1/12 of the annual costs of all taxes, assessments, and insurance premiums for the Property (“Escrow Items”). Habitat will deposit my payment of the Escrow Items into an account designated for such payments and hold them on my behalf. Habitat will apply such payments to the expenses and fees described in Section 3 of the Mortgage.  The initial monthly Escrow Items payment will be U.S. $________ each month. This amount may be adjusted annually by Habitat to reflect the then-current estimate of the expenses and fees described in Section 3 of the Mortgage.

(D) Allocation of Gifted Equity
(1) I understand that in order to minimize the opportunity for me to immediately realize gain attributable, directly or indirectly, to the donations used to develop the Property, including the building of a home on the Property, and in recognition that the value of the property at the time that I purchase it may exceed its initial purchase price, I agree that:

(a)  If I transfer (defined below) all or any part of the Property or any interest in the Property, either legal or equitable, with or without Habitat's prior written consent; or

(b) If I further encumber all or any part of the Property without Habitat's prior written consent, except for creating a purchase money security interest for household appliances; or

(c) If I prepay this Note through refinancing or in any other way, in full or in part, except for a prepayment of less than three (3) principal monthly installments in the aggregate. 

(d) An involuntary prepayment resulting from a casualty loss and/or condemnation as contemplated in paragraphs 5 and 11 of the Mortgage. 

then the Gifted Equity which Habitat has given me must be repaid to Habitat in an amount equal to the product of the Applicable Percentage (defined below) and the Gifted Equity (defined below) of the Property and shall be payable as described in this Note.  

(Applicable Percentage) x (Gifted Equity) = Gifted Equity to be repaid

If I pay this Note according to its terms and I do not make a prepayment as described in this Note, and if none of the events listed above occur, then I will be able to keep the Gifted Equity without further payment to Habitat.

(2)  Certain Definitions:

(a) Transfer  A "transfer" shall mean:

(i) My selling, conveying, leasing, or in any other way transferring of all or any part of the Property or any interest in the Property with or without consideration (which shall include, but not be limited to, a transfer because of a condemnation action or other taking, the creation of a joint tenancy through marriage, by devise or descent, or any other type of transfer)

(ii) Any other person, who is not a party to this agreement, acquiring any interest in all or any part of the Property because of the execution or enforcement of any lien, security interest or other right, whether superior, equal or subordinate to this Note and its accompanying Mortgage.  But this does not include (a) a transfer by devise, descent or by operation of law upon the death of a joint tenant or (b) a transfer from one spouse to another pursuant to a court order of dissolution of marriage or (c) any other transfer upon which the exercise of this paragraph (D) would be prohibited by applicable law.

(b) Gifted Equity “Gifted Equity” is the part of the value of the Property given to me by Habitat that can be calculated by subtracting the Initial Purchase Price from the Initial Value

Gifted Equity = (Initial Value) - (Initial Purchase Price)


If the Initial Value is equal or less than the Initial Purchase Price, Gifted Equity is zero.

(c)  Initial Purchase Price  “Initial Purchase Price” means the price paid by the Borrower to purchase the Property from Habitat.  The Initial Purchase Price of the Property in this transaction is $_______________.

(d)  Applicable Percentage  The “Applicable Percentage” during the first year of occupancy of the Property by Borrower shall be one hundred percent (100%) and shall decrease by equal installments each year, on the anniversary of occupancy, thereafter until the maturity date defined in paragraph 3 above at which time the Applicable Percentage shall be reduced to zero subject to section 5 (Prepayment of Principal) of this Note.  The Applicable Percentage shall not be reduced unless and until all payments then currently due under this mortgage are paid in full.

(e)  Initial Value   “Initial Value” is the market value of the property at the time of the initial purchase as 

(i) determined by a firm or individual acceptable to Habitat that is a member of the American Institute of Real Estate Appraisers or such other professional association acceptable to Habitat or 

(ii) an amount equal to the average of two (2) real estate “broker’s price opinions” provided by brokers selected by Habitat or

(iii) two (2) times the first revised State Equalized Value (SEV) after Borrower initially occupies the Property.  

The choice of technique in determining Initial Value shall be within Habitat’s sole discretion.
4. PurCHASE OPTION/Right of First Refusal
I agree that, in the event that I desire to sell the Property at any time prior to the satisfaction or termination of this Note, I must first offer to sell the Property to Habitat pursuant to the terms indicated in this paragraph.  The offer to Habitat ("Offer") shall be made in writing at least sixty (60) days before I accept any offer to purchase the Property from any third party.  Habitat shall have sixty (60) days from the date of receipt of the Offer to accept or reject the Offer. 

If this right is exercised within         (___) years of the date of the accompanying Security Instrument, the purchase price for the Property when offered to Habitat pursuant to this Purchase Option/Right of First Refusal shall be equal to the sum of all principal payments made pursuant to this Note.  All amounts left owing on the Note will be discharged.

If this Purchase Option/Right of First Refusal is exercised thereafter, the purchase price shall be equal to the current value of the Property. However, the amount paid pursuant to this Purchase Option/Right of First Refusal shall be reduced by any amounts owing to Habitat (1) as remaining debt owed under this Note, and (2) through application of Paragraph 3(D) of this Note dealing with Allocation of Gifted Equity. The “current value” will be (a) an amount determined by a licensed residential appraiser selected by Habitat, (b) an amount equal to the average of two (2) “broker’s price opinions” provided by real estate brokers selected by Habitat, or (c) an amount equal to a bona fide offer to purchase the Property made to the Borrower by a person unrelated to the Borrower. It shall be within Habitat’s sole discretion to determine which method shall be used to determine “current value”. 

5. PREPAYMENT OF PRINCIPAL 
I may ask Habitat to accept payments of principal at any time before they are due.  A payment of principal before it is due is known as a "prepayment."  However, Habitat shall not be required to accept any prepayment and has complete discretion to accept or reject any or all prepayments.  When I make a prepayment, I will tell Habitat in writing that I am doing so.  I may make a prepayment as limited above without paying any prepayment charge.  Habitat will use all of my prepayments to reduce the amount of principal that I owe under this Note.  If I make a partial prepayment, there will be no changes in the due date or in the amount of my future monthly payments unless Habitat agrees in writing to those changes.

6. LOAN CHARGES
If a law which applies to this loan and which sets maximum loan charges is interpreted so that the interest or other loan charges collected or to be collected in connection with this loan exceed the permitted limits, then any such loan charge shall be reduced by the amount necessary to reduce the charge to the permitted limit and any amount already collected from me which exceeded permitted limits will be refunded to me.  Habitat may choose to make this refund by reducing the principal I owe under this Note or by making a direct payment to me.  If a refund reduces principal, the reduction will be treated as a partial prepayment.

7.  DEFAULT

(A) Default.  If I do not pay the full amount of each monthly payment on the date it is due, or if I fail to fulfill any other obligation contained in this Residential Mortgage Note or the Mortgage, which secures this Note, I will be in default.


(B) Notice of Default and Acceleration of Obligation.  If I am in default, unless prohibited by applicable law, Habitat may send me a written notice telling me that if I do not pay the overdue amount or otherwise cure my default by a certain date, Habitat may require me to pay immediately the full amount of principal which has not been paid and all the interest that I owe on that amount, together with repayment of Gifted Equity as provided in paragraph 3(D).  Habitat must give me at least 30 days after the date that the notice is delivered or mailed to me to cure the default.


(C) No Waiver By Note Holder.  Even if, at a time when I am in default, Habitat does not require me to pay immediately in full or to otherwise cure my default as described above, Habitat will still have the right to do so if I am in default at a later time.


(D) Payment of Note Holder's Costs and Expenses.  If Habitat has required me to pay immediately in full or to otherwise cure my default as described above, Habitat will have the right to be paid back by me for all of its costs and expenses in enforcing this Note to the extent not prohibited by applicable law.  Those expenses include, but are not limited to, reasonable attorney's fees.


(E) Late Charge for Overdue Payments.  If Habitat has not received the full amount of any monthly payment by the end of 10 calendar days after the date it is due, I will pay a one-time late charge of U.S.$_____.  I will pay this late charge promptly. This late charge shall be a separate amount owed under this Note and shall be due and payable immediately upon the occurrence of the default.

8.  GIVING OF NOTICES
Unless applicable law requires a different method, any notice that must be given to me under this Note will be in writing and will be hand-delivered or mailed by first class mail at the Property address above or at a different address if I give Habitat a written notice of a different address.  Any notice that I give to Habitat under this Note will be in writing and will be hand-delivered or mailed by first class mail to Habitat at the address stated in Section 3(A) above or at a different address if Habitat gives me written notice of that different address.

9.  OBLIGATIONS OF PERSONS UNDER THIS NOTE
If more than one person signs this Note, each person is fully and personally obligated to keep all of the promises made in this Note, including the promise to pay the full amount owed.  Any person who is a guarantor, surety, or endorser of this Note is also obligated to do these things.  Any person who takes over these obligations, including the obligations of a guarantor, surety, or endorser of this Note, is also obligated to keep all of the promises made in this Note.  Habitat may enforce its rights under this Note against each person individually or against all of us together.  This means that any one of us may be required to pay all of the amounts owed under this Note.

10.  WAIVERS
I, and any other person who has obligations under this Note, waive the rights of presentment and notice of dishonor.  "Presentment" means the right to require Habitat to demand payment of amounts due.  "Notice of dishonor" means the right to require Habitat to give notice to other persons that amounts due have not been paid.

11.  UNIFORM SECURED NOTE
This Note is a uniform instrument with limited variations.  In addition to the protections given to Habitat under this Note, a Mortgage, Deed of Trust, or Security Deed (the "Security Instrument"), dated the same date as this Note, protects Habitat from possible losses which might result if I do not keep the promises which I make in this Note.  That Security Instrument describes how and under what conditions I may be required to make immediate payment in full of all amounts I owe under this Note.

Signed in the presence of:

, Witness





, Borrower 





, Witness





, Borrower


State of Michigan
)



    
) ss.

County of ________ 
)

The foregoing instrument was acknowledged before me by 




 as his/her/their free act and deed on ________________.





















__________________________








_______________, Notary Public 









__________ County, Michigan








My commission expires: ___________
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