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ARE YOUR LOAN
DOCUMENTS
PROPERLY PREPARED?

Star Canada
August 21, 2014




Disclaimer:

The grantee must use an attorney
to ensure the Deed of Trust Note
and other legal documentation is
properly prepared and contains
the correct language. My review
of said documents 1s not legal
advise.

Star Canada/DHCD



Loan Documents

— The Note (peed of Trust Note/Promissory Note)

— The Deed of Trust

— The Truth in Lending Disclosure Statement
— Notice of Right to Cancel

— Acknowledgement of receipt of ECOA Notices and
Disclosures.
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— Recordation of a Septic



The Note

 The Note should include the following:
— Rate of Interest
— Term of the loan and Due date
— Late payment and default penalty
— Time and location of payment



The Note

Based on the Sample Note in the Manual
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THE GEANTEE MUST USE AN ATTORNEY TO ENSURE THE
NOTE IS PROPEERELY PREPARED.

(Borrower's Name)

FOF. VAIUE RECEIVED, THE UNDEERSIGNWNED Mls Beneficiary, (the “Borrower™),
promises to pay to the order of The Localityv — Countv /City /Towmn, its successors and
i assigns (the “Noteholder™) the principal sum of $60.000.00 (sixtv thousand dollars).
r together with interest and all other sums due hereunder or under the termms of the Deed of Trast
- made by Borrower for the benefit of Noteholder of even date herewith (the “Deed of Trust

B} Note™) (which mawv be collectively referred to herein as the “Obligations™), in lawful money of =
- the TInited States of Amenca.. Said Obligations shall be paid owver a tenm, at the titmes, and in the =
i manner set forth below. =
; F
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The Note
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The loan ewvidenced by thiz Note iz being made to finance the mmprovement of certain
property pursuant to the Community Development Block Grant Program.

1

1. Amount Borrowed: Based on Borrower’s Abihty-to-Pay (ATP), the Bomower

promises to pay the principal sum of $60.000.00 (sixtv thousand dollars)to
the Noteholder.

b

) Ability-to-Pay: The Borrower’s ATP should be calculated using Virginia Department
- of Housing and Community Development methodology and calculated at least annually
- or more frequently if requested by Borrower or Noteholder, to accurately reflect

adjustments to Borrower’s ATP. Those calculations are reflected as attachments to this
L Note andreflect the amount of payments due and forgiven. Attachmments shall be dated
) and signed by both the Borrower and Noteholder. The most recent ATP calculation
shall supersede all previous ATP calculations.
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e Ability to Pa:

Form
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1 LOHSALITY f MROR-PROFIT GRAMT # 1.4-100 ATP IS5 GO D THRLU: REASSESSPAENT aTe | | |
2 | Client MName: ME. SPONGEBOB Address: BOTTOMM OF THE SEA
3
42 Ability to Pay Loan Repayment
=
B Sross Household Incorme: B15,.000.00 Armount of Loans: &S5, D00 0D
L
8 # under 18: 2 [ FFS0..00) Armount to fully amoritize: EESS.EF
9 [Based orn 10 yr. OF% interest)
10 Elderhy: o FO0.00
11 [1=yes, O=rno) Zlient Payment: F72.50
12 mMedical (joer ywrj: FO0.00
13
14 | Adjusted Gross Incorme: 51404000 Armount Forgiven: Fa494 17
15
16 rMonthly Incorme: $£1.170.00
17 ronthly Payrment: S7F2.50 =
18 Income Awvailalzle for Housing: F2F2.50
19
20 Monthly Housing <osts:
21 Mortgage Payrmeaent: FO.00
22 Hormeowwners Insurance: FA0. 00 MNOTES H O MMENTS -
23 Real Estate Tax: $35.00
24 Utility allowwance: $£145.00
25 [ 22000}
26
27 Ability to Pay: S72.50
23 PAIPIIPALURA PAYPENT = $25.00 I _I
29
20 LOCALITY/ NON-FROFIT NAME PAAILING ADDRESS, CITY, WA ZIP
31
32 | understand that my monthly payment for the Housing Rehabk loan is based on my abkility o pay.
33 | certify that the abowe figures were prowvided to (localitv/non-profit) and that they are correct and true.
34
35 |
36 Homeowwner sSignaturs Date Representative for Locality/Non-Profit Crate
37 -
[ ATP =1 m | 1411 ] - o
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The Note |
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Interest: Thiz Note secured by the Deed of Truast (this “INote™) shall bear interest at the |
rate of zero percent (0% per anmum.

4. Term: The termm of thiz loan is 10 (ten) years. =

LA

Payvments: Borroweris obligatedto make 120 {one hundred twenty) monthly payvments
to the Noteholder in an amount of 2500.00 bazed on the Borrower’s ATP.

Monthly payments shall be due on the 1® day of each month beginning the first month
: following the execution of this document or the 15T day gf AONTH, 20YE, and
- contimnng on the ke day of each successive month thereafter until the entire
- mdebtedness evidenced hereby 1= fully paid.

- The Obligations shall be payable at the office of “Noteholder™ at Street Address Here
- (insert address) or at such other address as the Noteholder mavy from time to time

; designate. 2aid Obligations shall be paid owver a tenm, at the tirmes, and m the manner set
- forth below.
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The Deed of Trust
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THE GREANTEE MUST USE AN ATTOERENEY TO EAMNSTUREE THE -
DEED IS5 PROPEELY PREPARED.
DEED OF TREUST
(Lender’s MName)
j This Deed of Trust Made tlhis date davy of Month, 20YE, by and between
- HOMEOWNER(S)., (herein referred to as “Bomower™), and MR. Executive
- Director, a resident of the Commonwealth of Virginia, {(address) and MS Board -
hlember! a resident of the commonwealth of Virginia, address, (herein +
B referred to as “Trustees™), either o fwhom mavw act; on behalf of (Lender’'s Name and o
- Address) (herein referred to as “Lender™). +
A | 11} | >
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The Deed of Trust
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Whereas, the Borrowerhas executed a deed of trust note of even date (the “MNote™)
payable to the Lenderin the amownt of Sixty thousand dollars ($60.000.00) and
- maturing on {date)day of MONTH, 20YR, and evidencing a loan for rehabilitation of
- the Property {as defined herem below) mtended for occupancy by persons of low and
: moderate mcome. The Borrower desires to secure to the Lender the payment of certam
mdebtednesszes ofthe Bomrowerto the Lender and the performance of certam covenants

made by the Bomrower to the Lender; and E
+
- Whereas, the aforementioned deed of trust note of even date (the “INote™) reflects 3
- that: -
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"The Deed of Trust
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- SIXTY THOUSAND dollars (560,000.00) of the aforementioned amount 1s a loan
andmatires on DATE day gf DATE. 20YE., (if not applicable, insert N/A in each of
the foregoing blanks); and

) FOUR HUNDERED SEVENTY FIVE dollars (5473 .00) ofthe aforementioned armowuntis
- formven monthly on each DATE day of EACH I'-.ID"-ITH for ONE HUNDEED
: TWENTY ( ITD} months until the f'n:urgn en balance 1z paid m full bazed on the most
- recent abibty to pay on file. (if not applicable, insert N/A in each of the foregoing
™ blanks).

Hooow

_ Now Therefore, Wimesseth: That for and m consideration of the provisions of this
- Deed of Trast (herem referred to as “Deed™) and of $1.00 cash in hand paid and other
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The Deed of Trust

e Additional items incorporated in the DOT:
— Payment of Debt, Taxes and Utility Charges;
— Maintenance of property for term of the loan;
— Owner’s requirement to obtain homeowner’s insurance;
— Resale and residency requirements;
— Notice of Right to Cancel (attachment);
— Truth-in-Lending Disclosure Statement (attachment);
— Investor-Owned property has additional clauses.



Truth in Lendmg Disclosure Statement
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- Truth-in-Lending Disclosure Statement
- Bomewser:  Mame J Addres s/ City / State/ Fip
~ Lender: MName / Address / City / State / Zip |:
. 1. Ampeunt Financad (the amount of cradit provided to vou on vour bahalf) 2 _60.000.00
o 2. FINANCE CHARGE (tha total dollar smount wour oradit will cost wow): £ 0.00
- 3. Total of Paymeants {amount you will havs paid after vou hayve mada all schadulad paym ants) 5_60.000.00
. 4. ANWMNITATL PEFPCENTAGE FATE (the cost of your cradit as a yearly atd) 0 =
o 5. Thaloan iz toba repaid in 120 egusl consscutive monthly installments. Each monthly parment
: zhall b2 in tha amount of 5 _S500.00
- Thiz amount includses the current Abdlity-to-Pay amount of 525, 00
- apd the hIonthly Forsiven smount of 5 47500 §F poid every miomrcf o B,
e
B .  Payment of monthly installments shall borin on the lat day of , 20__ | =nd thessaftor o
- g tha 1lat day of each and overy month until the loan is ropeid imfoll.
- e ]
- 7. THE FIMAMNCE CHAFCGE EEGDS TO ACCERUE O {the data) -
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Truth in Lending Disclosure Statement
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- 2. Thafollowing must ba paid at closins: s
: Fecording cost (Estimat =) 5
- Othear ¥
- o. Late Pa}'mentj. Ifapayment iz lata, the following salactad optionds) will b2 applicabla:
: a ¥You will ba chargad parcemt | %45) of the payment.
_ b. You will ba chargad a § Late fo=.
- <. All amounts sacerad by the Dead of Trest Mot may bacome due and paysbla immeadiaraly.
- 10. Deferred Payments. Ifvourpaymant iz doe but is not paid in a given month, both the payment (ATP) and
o forgiven amounts will b addad onto the ond of the loan poricd, adjesting the materity data.  IF vour loam is in dafanlt,
- all amounts securad by the Desd of Trest may bacoms dos and payabls immediataly.
- 11. Prepayvment Provisions. Ifvouwpsy off s=rly, vou will have to pay off the sntits cutstanding smount of the
B loan, includines the fogeiven amount. You will not have to pay 2 penalty and vou will not ba antitlad to a refimd of
- part of any finsmos chargss.
-
: 12 .—'.lss‘l.lmpl:i.ﬂ]‘l.. A low-to-moderats inopme heir may, with the appooval of the lender, be allowead to assems the
B remaimndsr of the loan on the originsl terms.
- 15. Imsurance. Harsrd insursmos iz reguited fior the sntiss duration of the loan. You may obtsin the insursnca foom
: anyons you want that is accsptable to the Landar, The Londar powst ba lizted az a loss paypee. If vou 5l to maintsin
- tha inswramca, the Landsr mayr obtain it for vou and the cost will be incorpocatad into the smount finamcad.
- 14. Additonal Informaton. Sssvour contract docement: for additionsl information sbout insursnos, saownity
- interasts nonpayment, defanlt, and any regeired repayment in fiall befors the scheduled date sand prepaymeent  refimds
~ and penaltiss.
- 15. Security interest. This loan will be secured by a Dead of Tmst on for the
= Propsarty at
4 | 111l
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The Notice of Right to Cancel

* FEDERAL LAW — Regulation Z of the
Truth-in-Lending Act, allows every
homeowner a three-day grace
period to cancel the construction
contract!

* The homeowner has a legal right to
cancel the transaction within 3
business days after signing.

e DO NOT count weekends or
holidays!



Notice of Right to Cancel
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64 NOTICE OF RIGHT TO CANCEL SAMPLE

Your Right to Cancel: COpy Received by

You are entering into a transaction that will result in a mortgage lien on yourhome. ¥You have alegal
right under federallaw to cancel this transaction, without cost, within three (3) business days from
whichever ofthe following events occurs last:

1 The date ofthe transaction, whichis sor
2. The date youreceived yvour Truth-in-I ending Disclosure Statement; or
3 The date youreceived this Notice of Right to Cancel.

Ifyoucancel the transaction, the mortgage lienis also canceled. Within 20 (twenty) calendar days
afterwe receive your notice, we must take the stepsnecessary to reflect the fact that the mortgage ienon
wourhome hasbeen canceled, and we must retum to you any money or property youhawe givento us or
to anyone else in connection with this transaction.

Youmay keep any money or property we have given youuntil we have done the things mentioned
abowe, but youmust then o ffer to retum the money or property. Ifit is impractical orunfair for youto
retum the property, youmust offerits reasonable value. Youmay offer to retum the property at your
home or atthelocation ofthe property. Money must be returmed to the address below. Ifwe donottake
possession ofthe money or property within 20 (twenty) calendar days of your offer, youmay keep it
without further obligation.

How to Cancel

Ifyou decide to cancel this transaction, youmay do so by notifyingus in writing at (Grantes s
address).

Youmay use any written statement thatis signed and dated by vou and states yvourintention to cancel,
oryoumay use thiz notice by dating and signing below. Keep one copy ofthis notice because it contains
importantinformation about your rights.

Ifyoucancel by mail or telegram, youmust, send the notice of cancellation no later than midnight of
(daite), or (or midnight of the third business day following the latest of the thres
events listed above). If youzend or deliver your written notice to cancel some otherway, it must be
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Acknowledgement of Receipt of ECOA Notices and Disclosures
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I (Wedk ackmowledge receipt of the notices and warmings contamed hersin:

1. Motice: The Federzl Egqual Credit Opportonity Act prohibits coreditors from
discriminating against credit applicants on the basis of race, color, religion. national
origin, age (provided that the applicant has the capacity to entsr mto a bmdmg
contract). sex or marital status. the fact that all or paot of the applicant™s mcome is
derived from a public assistance program. or the fact that the applicamt has mn good
faith exercised amy right under the comsumer Credit Protection Act  The federal
agency which admimisters compliance with this act is the Federal Trade Commission,
Equal Credit Opportinity, Gelman Buildmg, 2120 L Strest. IN. W_, Washington, D .C.
20037, The Consumer Fesponse Center can be reached a0 (87733824357,

¥

Warnming: INo person may be reguired to designate a2 courtesy title, such as hr, Ivis |
hidrs ., or Diiss.

Motice: WWhen applyving for a loan, you may use wyour birth given name, first and
sumame or a2 birth given mame, first and sumame or a birth given first name and a
combimed sumame.

4 The federal govemment haz regquested that mformation regarding race, national
origin, sex, marital statis and age of applicants for home loans be gathered in order to
monitor complisnce with federal anti-discrimimation statutes which prohibit creditors
from discriminating agzinst applicants on these bases. The law provides that a lender
may neither discrimimate on the basis of this mformation nor on whether or not it is
fmished. Fumiszhing this mformation is optional.

=]

MNMotice: The Federal Equal Credit Opportunity Act allows the creation of spectal
purpose coredit programs for sconomically disadvantaged persons. If =2ll of the
participants share one or more characteristics that are protected classifications. then
information as to that characteristic may be regquestad.

Applicant™s Signature Drate

Applicant™s Signatare
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Compliance Review Issues

* Loan documents have been completed incorrectly.

* The Deed of Trust was not recorded timely — was
recorded after construction completed.

* Errors and typo’s within the loan documents



Questions?

If you have any legal questions please contact your
attorney.

If you have any questions in regards to DHCD
requirements please contact your Community
Development Specialist or the Program Manager,
Joanne Peerman.

Thank youl!



