NEVADA HOUSING DIVISION

PROGRAM SUPPLEMENT

FOR THE 
 
SINGLE FAMILY MORTGAGE PROGRAM

Section 1.
Definitions
3
Section 2.
Mortgage Origination Agreement to Apply to Program; Certain Exceptions; Certain Modifications
8
Section 3.
Additional Representations, Warranties, and Covenants of the Participating Lending Institution
8
Section 4.
Reservation Procedures
9
Section 5.
Term of Mortgage Loans
10
Section 6.
Eligible Borrowers
10
Section 7.
Acquisition Cost
11
Section 8.
Interest Rates on Mortgage Loans
11
Section 9.
Limitation to FHA, VA, RHS and Conventional Mortgage Loans
11
Section 10.
Reservations Relating to the Origination of Mortgage Loans
11
Section 11.
Targeted Area Reservation
11
Section 12.
Limitation on Buydowns
11
Section 13.
Submission of Mortgage Loans; Purchase of Mortgage Loans
12
Section 14.
Assignment of Servicing; Purchase Price
12
Section 15.
Origination Fees and Closing Costs
12
Section 16.
Recapture of Federal Subsidy of Mortgage Loans
12
Section 17.
Change in Use Limitation
13
Section 18.
Acknowledgment of Tax Covenants
14
Section 19.
Ratification and Amendment of Mortgage Origination Agreement
14
Section 20.
Third Party Beneficiary
14
Section 21.
Residential Rental Property
14
Section 22.
Repair Escrow
14
Section 23.
Loan Registration
15
Section 24.
Termination of Participating Lending Institution
15
PROGRAM SUPPLEMENT

THIS PROGRAM SUPPLEMENT (this “Program Supplement” and, together with the Mortgage Origination Agreement, the Servicing Agreement and the Compliance Agreement, collectively referred to hereinafter as the “Program Agreement”) dated as of                                            (insert current date), by and between the NEVADA HOUSING DIVISION (the “Division”), a division of the Department of Business and Industry of the State of Nevada, and the mortgage lending institution designated as the PARTICIPATING LENDING INSTITUTION on the signature page hereof (the “Participating Lending Institution”).

Preamble
WHEREAS, pursuant to the laws of the State of Nevada (the “State”), particularly the provisions of Chapter 319 of the Nevada Revised Statutes, as amended (together with other laws of the State applicable to the Division, the “Act”), the Division is authorized by the Act to make, participate in making and undertake commitments to make or participate in making, mortgage loans originated by mortgage lenders to finance single family residences for low and moderate income persons; 
WHEREAS, the Division has determined to implement a pilot Single Family Mortgage Program, as further designated by this Program Supplement the Single Family Mortgage Program, (referred to herein as the “Program”) to finance mortgage loans made in the State to persons and families of low or moderate income; 
WHEREAS, the Division has issued or will issue its Single Family Mortgage Revenue Bonds, to obtain or make available funds to enable the Division to finance certain qualified home mortgage loans (the “Mortgage Loans”) through the acquisition of fully-modified, mortgage-backed, pass-through securities (the “Mortgage Certificates”) issued on behalf of and guaranteed as to timely payment of principal and interest by the Government National Mortgage Association, Fannie Mae or Freddie Mac and evidencing participation interests in pools of Mortgage Loans originated under the Program; 
WHEREAS, Section 103 and Section 143 of the Internal Revenue Code of 1986, as amended (the “Code”), provide that the interest on obligations issued by or on behalf of a state or a political subdivision whereby the proceeds of which are to be used to finance owner-occupied residences shall be excluded from gross income for federal income tax purposes if such issue meets certain requirements stated in Sections 143, 146, 147, 148 and 149 of the Code; 
WHEREAS, the Division and the Participating Lending Institution have heretofore executed and delivered or will execute and deliver a Mortgage Origination Agreement (the “Mortgage Origination Agreement”) setting forth certain terms and conditions upon which the Participating Lending Institution has agreed to use its best efforts to originate, sell and assign Mortgage Loans to the lending or financial institution designated by the Division as the Servicer for the Program, and the Division has agreed to use its best efforts to make bond proceeds available in an amount sufficient to enable the Division to finance such Mortgage Loans through the purchase of Mortgage Certificates; and

WHEREAS, the Division and the Participating Lending Institution have determined to execute and deliver this Program Supplement to cause the provisions of the Mortgage Origination Agreement, as supplemented hereby, to become applicable to the Program and to the Mortgage Loans to be financed under the Program;

NOW, THEREFORE, in consideration of the premises and of the mutual agreements herein contained, the Division and the Participating Lending Institution do hereby contract and agree as follows:

Agreement

Section 1. Definitions.  All capitalized terms used in this Program Supplement shall have the respective meanings set forth in Section 1.01 of the Mortgage Origination Agreement, except to the extent that such terms are defined in this Section 1, in which case such terms shall have the respective meanings set forth in this Section 1 for all purposes of this Program Supplement and the Mortgage Origination Agreement.

“Acquisition Cost” has the meaning ascribed to it in 26 U.S.C. § 143(k) and 26 C.F.R. § 6a.103A-2(b) (8).

“Application Date” means with respect to the Program, the first date on which the Participating Lending Institution is permitted to accept any applications for Mortgage Loans under the Program, as specified by the Division in the Notice of Allocation sent to the Participating Lending Institution by the Division with a copy to the Servicer.

“Assignment of Deed of Trust” means an assignment of all of the Participating Lending Institution’s right, title, and interest in a Deed of Trust, in substantially the form provided in the Lender’s Manual, with such insertions, deletions or modifications, if any, as may be required by the Division.
“Bonds” means with respect to the Program, the Division’s Single Family Mortgage Revenue Bonds, including each Series.

“Buyer’s Affidavit” means collectively, the Buyer’s Affidavit and Buyer’s Confirming Affidavit which shall be in the form of and contain the provisions of the Buyer’s Affidavit and the Buyer’s Confirming Affidavit in the Lender’s Manual, with such insertions, deletions or modifications, if any, as may be required by the Division.
“Buyer/Seller Points” means with respect to any Mortgage Loan originated under the Program, a fee in the aggregate amount of 1.0% of the principal amount of such Mortgage Loan that the Participating Lending Institution may collect from the Mortgagor or Seller, or partly from the Mortgagor and the balance from the Seller.  
“Certificate of Compliance Agent” means the certificate delivered to the Trustee and the Servicer required to be provided in connection with each Mortgage Loan pursuant to Section 4.12(a) of the Mortgage Origination Agreement, in such form as may be acceptable to the Division and the Servicer.

“Certificate of Participating Lending Institution” means the certificate in the form of Exhibit G in the Lender’s Manual, with such insertions, deletions or modifications, if any, as may be required by the Division.

 “Commitment Period” means with respect to the Participating Lending Institution’s participation in the Program, the period beginning on October 3, 2005 (unless shortened or extended with respect to the Participating Lending Institution in writing by the Division in accordance with the Indenture and with prior written notice to the Servicer and the Participating Lending Institution).

“Compliance Agent” means the Division (Nevada Housing Division) or its designee or such other entity as may be appointed hereafter by the Division, by notice given from time to time in writing by the Division to the Participating Lending Institution, as the entity to which the Participating Lending Institution is required to submit documentation on Mortgage Loans to be purchased under the Program for review for compliance with the Program Agreement.

“Compliance Agreement” means a Compliance Agreement for the Nevada Housing Division Single Family Mortgage Programs, together with any amendments thereto; provided that such agreement shall not be applicable if the Division serves as Compliance Agent.

“Compliance Package” means the documents listed under “Compliance Package” in the Lender’s Manual.
“Compliance Review Fee” means the fee of $75.00, payable by the Participating Lending Institution to the Compliance Agent (Nevada Housing Division) at the submission of a Compliance Package for a Mortgage Loan.

 “Down Payment and Closing Cost Loan” means a down payment and/or closing cost loan from the Division to Eligible Borrowers who are Qualified Applicants in accordance with the Nevada Housing Division Down Payment and Closing Cost Loan Program and/or Down Payment and Closing Cost Loan Program for Teachers Mortgage Purchase and Selling Supplement.
“Fannie Mae Certificate” means a guaranteed mortgage pass-through Fannie Mae Mortgage-Backed Security, providing for the final regularly scheduled payment thereunder to be made no later than the date specified in the applicable Certificate Regarding Purchase Prices, issued by Fannie Mae in book-entry form, transferred to the account of the Trustee or its nominee (or any successor or transferee), guaranteed as to timely payment of principal and interest by Fannie Mae and backed by Conventional Mortgage Loans in the related Fannie Mae Pool, with a latest loan maturity date not later than the date specified in the applicable Certificate Regarding Purchase Prices.

“Fannie Mae Pool” means, with respect to a Fannie Mae Certificate, the pool of Conventional Mortgage Loans represented by such Fannie Mae Certificate.

“Fannie Mae Community Home Buyer’s Program” means the Community Home Buyer’s Program described in the Pool Contract.

“Final Purchase Date” means the last day on which the Servicer may purchase Mortgage Loans which date shall be determined by the Servicer and the Division and shall be no less than thirty (30) days prior to the last date on which the Division may acquire Mortgage Certificates from the Servicer, as may be extended by the Division with notice to the Servicer.
“Final Submission Date” means the last day on which the Participating Lending Institution may submit a Mortgage Loan to the Servicer for purchase, which date shall be thirty (30) days prior to the Final Purchase Date.

“Freddie Mac Certificate” means a guaranteed mortgage pass-through Freddie Mac Mortgage-Backed Security, issued by Freddie Mac in book-entry form, transferred to the account of the Trustee or its nominee (or any successor or transferee), guaranteed as to timely payment of principal and interest by Freddie Mac and back by Conventional Mortgage Loans in the related Freddie Mac pool.

“Freddie Mac Guides” means the Freddie Mac Selling and Servicing Guides, as amended from time to time, and as modified by the Freddie Mac Pool Purchase Contract between Freddie Mac and the Servicer.

“Freddie Mac Pool” means, with respect to a Freddie Mac Certificate, the pool of Conventional Mortgage Loans represented by such Freddie Mac Certificate.

“Funding Fee” means the $300 non-refundable fee payable by the Participating Lending Institution to the Servicer at the purchase by the Servicer of the Mortgage Loan. 
“Ginnie Mae Certificate” means a fully-modified, mortgage-backed, pass-through security issued by the Servicer in accordance with the applicable Ginnie Mae Guide representing the beneficial ownership interest in a Ginnie Mae Pool, registered in the name of the Trustee and guaranteed as to timely payment of principal and interest by Ginnie Mae pursuant to Section 306(g) of Title III of the National Housing Act of 1934 and regulations promulgated thereunder, backed by Mortgage Loans originated by Participating Lending Institutions and packaged by the Servicer into a Ginnie Mae Pool.

“Ginnie Mae Guide” means the Government National Mortgage Association Mortgage-Backed Securities Guide for Ginnie Mae Programs, Handbook Ginnie Mae 5500.3, as amended from time to time.

“Household Income” means: (i) the income of the Mortgagor and any other person who will be living in the Qualified Residence and who is at least 18 years of age; and (ii) that it is determined in accordance with the provisions of 26 U.S.C. § 143(f) and the regulations adopted thereto, including but not limited to Revenue Ruling 86-124, concerning determination of income.

“Indenture” means the Single Family Mortgage Revenue Bond General Indenture, dated as of October 3, 2005, by and between the Division and Zions First National Bank, as Trustee as amended and supplemented from time to time, including by a First Supplemental Indenture dated at a later date, under which the Bonds relating to the Program have been or will be issued and secured.

“Lender’s Manual” means with respect to the Program, the State of Nevada Housing Division Single Family Mortgage Revenue Bond Program, Series 2005A, Lender’s Manual, as amended and supplemented from time to time. 
“Maximum Purchase Price” means the price established by the Division in accordance with the provisions of 26 U.S.C. § 143(e) for which a single-family residence may be purchased to meet the criteria as a Qualified Residence for a particular Program.  The Maximum Purchase Prices in effect as of the date of this Program Supplement are set forth in the Lender’s Manual, but are subject to change from time to time as new figures are published.  Any such changes shall be binding upon the Servicer and the Participating Lending Institutions upon written notice thereof from the Division to the Servicer.

“Maximum Income for Eligible Borrowers” means the Household Income established by the Division in accordance with the provisions of 26 U.S.C. § 143(f) that an applicant for a Mortgage Loan may earn to be an Eligible Borrower in a particular Program. The Maximum Income for Eligible Borrowers for Mortgage Loans in effect as of the date of this Program Supplement are set forth in the Lender’s Manual, but are subject to revision from time to time as new figures are published.  Any such changes shall be binding upon the Servicer and the Participating Lending Institutions upon written notice thereof from the Division to the Servicer.

“Mortgage File Guide” means with respect to the Program, the guide for preparation of the Mortgage File containing the Mortgage Documents listed and in the sequence specified in the Lender’s Manual, with such insertions, deletions or modifications, if any, as may be required by the Division and the Servicer.

“Mortgage Origination Agreement” means the Mortgage Origination Agreement, by and between the Division and the Participating Lending Institution, together with any amendments thereto.

“Notice of Availability of Funds” means the notice so designated notifying the Participating Lending Institution that amounts are available for reservation by the Participating Lending Institution.

“Notice of Participation” means the notice so designated notifying the Participating Lending Institution of its participation in the Program.

“Origination Fee” means with respect to the Program, a fee in an amount equal to one percent (1.0%) of the principal amount of a Mortgage Loan.

“Origination Period” means with respect to the Program, the period beginning on October 3, 2005 (unless shortened or extended in writing by the Division in accordance with the Indenture and with prior written notice to the Servicer and the Participating Lending Institution).

“Participating Lending Institution” means the lending institution so designated on the signature page of this Program Supplement, and any successor to its rights, duties and obligations under the Program Agreement.
“Pool Contract” means a Pool Purchase Contract or similar agreement between the Servicer, Fannie Mae or Freddie Mac relating to the sale by the Servicer of Conventional Mortgage Loans to Fannie Mae or Freddie Mac, as applicable, and the servicing thereof, as from time to time supplemented and amended.

“Program” means any of the Division’s Single Family Mortgage Programs to provide financing for owner-occupied residences, as designated in a Program Supplement and as set forth in and implemented through the applicable Program Documents.

“Program” means the Division’s Single Family Mortgage Program, as set forth in and implemented through this Program Supplement
“Program Agreement” means collectively, the Mortgage Origination Agreement, this Program Supplement and the Servicing Agreement.

“Program Supplement” means this Program Supplement related to the Program, by and between the Division and the Participating Lending Institution, together with any amendments hereto.

“Purchase Price” means with respect to the Program, an amount equal to 100% of the unpaid principal balance of a Mortgage Loan for each Mortgage Loan originated, together with accrued and unpaid interest on the Mortgage Loan to but not including the date of purchase. 
“Qualified Residence” means a residential housing unit located within the State intended for occupancy by a person, persons or family, the Acquisition Cost of which does not exceed the Maximum Purchase Price.
“Reservation of Funds” means a reservation of an amount under the Program for purchase by the Servicer of a specified Mortgage Loan from the Participating Lending Institution, as approved by the Servicer and evidenced in accordance with the Reservation Procedures. 

“Reservation Procedures” means the Mortgage Loan Reservation Procedures in the Lender’s Manual, as the same may be revised or supplemented by the Division, or the Servicer with the consent of the Division, from time to time. 

“Seller’s Affidavit” means the Seller’s Affidavit which shall be in the form of and contain the provisions of the Seller’s Affidavit in the Lender’s Manual.
“Servicer” means U.S. Bank National Association through its U.S. Bank Home Mortgage division and any successor to its duties under this agreement.

“Servicing Agreement” means the Servicing Agreement for the Nevada Housing Division’s Single Family Mortgage Program, dated as of August 27, 2012,  by and among the Division, the Trustee and the Servicer, together with any amendments thereto.

 “Tax-Exempt Financing Rider” means the tax-exempt financing rider, in the applicable form contained in the Lender’s Manual, with such insertions, deletions or modifications, if any, as may be required by the Division and the Servicer or in the form required by HUD, VA, RHS, Fannie Mae or Freddie Mac.

“Trustee” means Zions First National Bank, or any successor to its duties under the Indenture and the Program Agreement.
“U.S. Bank” means U.S. Bank, N.A., a national association and the Servicer pursuant to the Servicing Agreement.
“U.S. Bank Home Mortgage Participating Lender Agreement” means the agreement signed between the Servicer and each Lender as to the terms and conditions under which the Servicer will purchase a Mortgage Loan from a Lender and the duties, obligations, representations, warranties, and covenants of the Lender to the Servicer.
Section 2.      Mortgage Origination Agreement to Apply to the Program; Certain Exceptions; Certain Modifications.
(a)
The Division and the Participating Lending Institution each hereby covenant and agree that the provisions of the Mortgage Origination Agreement, as supplemented by this Program Supplement, shall apply to the Program, and further covenant and agree to carry out their respective obligations under the Program, as set forth in the Program Agreement.

(b)
For the purposes of the Program, the Participating Lending Institution shall deliver the documents required by Section 4.12(a) of the Mortgage Origination Agreement to the Compliance Agent before Closing of a Mortgage Loan.

(c)
As provided in Section 4.12(k) of the Mortgage Origination Agreement, the Servicer may impose a fine in an amount not in excess of $50.00 per document to the Participating Lending Institution if the original documents relating to a Mortgage Loan required by Section 4.12(k) are not delivered to the Servicer within one hundred twenty (120) days after the Purchase Date of the Mortgage Loan.

(d)
The Division reserves the right to unilaterally amend this Program Supplement, including the Lender’s Manual, if, in the opinion of Bond Counsel, such amendment is necessary in order for the interest on the Bonds to be excludable from gross income for purposes of federal  income taxation.  Any such amendment shall be binding upon the Servicer and the Participating Lending Institutions upon receipt from the Division of written notice with respect thereto.
Section 3.
Additional Representations, Warranties, and Covenants of the Participating Lending Institution.  In addition to the representations, warranties and covenants of the Participating Lending Institution contained in the Mortgage Origination Agreement, the Participating Lending Institution represents and warrants to and covenants with the Division and the Servicer:
(a)
Unless the Division has waived in writing such requirement, the Participating Lending Institution has maintained, for at least one year prior to the date of this Program Supplement, a loan origination office in the State, which office has itself (and not solely through correspondent lenders, brokers or other agents) processed loan applications and made residential mortgage loans made by and in the name of the Participating Lending Institution;
(b)
The Participating Lending Institution will itself process all loan applications for Mortgage Loans made for purchase under the Program and will itself close in its own name each Mortgage Loan submitted for purchase under the Program;
(c)
The Participating Lending Institution will originate Mortgage Loans under the Program only to finance Qualified Residences located in the customary geographic lending area of the branch office or offices of the Participating Lending Institution specified by the Division in the Notice of Availability of Funds, unless the Division expressly approves the making of any Mortgage Loan outside the customary geographic lending area of such branch office;
(a) The Participating Lending Institution will deliver to the Servicer, no later than ten (10) days following a Mortgage Loan Closing, the Mortgage File pertaining to such Mortgage Loan; and
(e)
 With respect to those Mortgage Loans for which U.S. Bank is the Servicer, during the term of this Program Supplement, the Participating Lending Institution shall be approved by U.S. Bank and be bound by the terms of a current U.S. Bank Home Mortgage Participating Lender Agreement.
Section 4.
Reservation Procedures.

(a)
The Division shall make 100% of the amounts available to Participating Lending Institutions under the Program on a controlled, first-come, first-served basis in accordance with the Reservation Procedures.  There is no Program Participation Fee for Mortgage Loans originated under the Program.
(b)
The Division has provided the Participating Lending Institution with the Invitation relating to the Program, along with the form of the Offer and certain other materials relating to the Program.  The Participating Lending Institution has submitted or will submit to the Division an Offer relating to the Program and certain other materials relating to the Program.  The Division and the Servicer shall determine whether the Participating Lending Institution is eligible to participate in the Program, and if the Participating Lending Institution is eligible the Division will send to the Participating Lending Institution a Notice of Participation, with a copy to the Servicer, specifying that the Participating Lending Institution is so eligible.

(c)
The Division will notify the Participating Lending Institution that funds are available for reservation by the Participating Lending Institution by sending the Notice of Availability of Funds.

(d)
The Participating Lending Institution shall not issue a Commitment for a Mortgage Loan to an Eligible Borrower for a Qualified Residence unless the Servicer has approved a Reservation of Funds with respect to such Mortgage Loan.

(e)
The Division reserves the right to extend the Commitment Period and Origination Period for all or any portion of the Participating Lending Institutions participating in the Program.  The determination as to the duration of, and the Participating Lending Institutions benefiting from, any such extension (the “Designated Participating Lending Institutions”) shall be made by the Division in its sole discretion.  The Division is not required to make: (i) any such extension uniform with respect to all Designated Participating Lending Institutions; or (ii) the Participating Lending Institution a Designated Participating Lending Institution with respect to any such extension.

(f)
A Reservation of Funds with respect to a Mortgage Loan is subject to cancellation if the Mortgage Loan is not closed by the Participating Lending Institution and purchased by the Servicer by the earlier of (i) the date that is 180 days after the Reservation of Funds is received in the case of a Reservation of Funds to finance a Newly Constructed Residence or (ii) 60 days in the case of a Reservation of Funds to finance an Existing Residence.

Section 5.
Term of Mortgage Loans.  Each Mortgage Loan purchased under the Program shall have a term of thirty (30) years.

Section 6.
Eligible Borrowers.  
(a)
An Eligible Borrower under the Program shall be a person or persons who meet the requirements contained in the definition of “Eligible Borrower” set forth in Section 1.01 of the Mortgage Origination Agreement.  

(b)
The determination of the Household Income of a person applying for a Mortgage Loan shall be calculated in accordance with the determination made most recently prior to the making of such Mortgage Loan by the Secretary of the United States Treasury pursuant to Section 143(f)(2) of the Code, after taking into account the regulations prescribed under section 8 of the United States Housing Act of 1937 and other such regulations including but not limited to Revenue Ruling 86-124 (or, if such program is terminated, under such program as in effect immediately before such termination).  As of the date hereof, such determination provides that Household Income shall be the gross monthly income of the Mortgagor and any other person who is expected both to live in the Qualified Residence and to be primarily or secondarily liable on the Mortgage Loan.  The income of a spouse that lives in the Qualified Residence will be included in Household Income.  Any revisions to such determination shall be binding upon the Servicer and the Participating Lending Institution upon its receipt from the Division of written notice with respect thereto.  Information with respect to gross monthly income may be obtained from available loan documents executed during the four-month period ending on the date of the Closing of the Mortgage Loan. 
Section 7.
Acquisition Cost.  Each Qualified Residence financed with a Mortgage Loan under the Program shall have an Acquisition Cost of an amount not in excess of the applicable Maximum Purchase Price for such Qualified Residence all as set forth in the Lender’s Manual, and as may be amended by the Division upon written notice thereof to the Servicer.

Section 8.
Interest Rates on Mortgage Loans.  Each Mortgage Loan purchased under the Program shall bear interest at the rate specified in the applicable Certificate Regarding Purchase Prices, in the form attached as Exhibit A to the Servicing Agreement, or at such other rate as determined by the Division, subject to change at any time upon written notice from the Division.

Section 9.
Limitation to FHA, VA, RHS and Conventional Mortgage Loans.  Each Mortgage Loan purchased under the Program shall be an FHA Mortgage Loan, an RHS Mortgage Loan, a VA Mortgage Loan or a Mortgage Loan insured by a PMI Insurer, eligible for inclusion in a Ginnie Mae Pool or a Conventional Mortgage Loan [(including Mortgage Loans under the Fannie Mae Community Home Buyer’s Program)] eligible for inclusion in a Fannie Mae Pool or Freddie Mac Pool, as applicable.

Section 10.
Reservations Relating to the Origination of Mortgage Loans.  
(a)
The Participating Lending Institution shall originate Mortgage Loans to Eligible Borrowers during the Origination Period on a first-come, first-served basis, subject, however, to each of the requirements set forth in this Section. 
(b)
During the term of the Program, all of the amounts available for Mortgage Loans shall be available to Eligible Borrowers, subject to the Targeted Area Reservation during the first twelve (12) months of the Program as set forth in Section 11.  The Participating Lending Institution shall be responsible for complying with the reservation provisions of Section 4.

Section 11.
Targeted Area Reservation.  During the first twelve (12) months of the Program, 20% of the proceeds of the Bonds available for Mortgage Loans shall be reserved for Targeted Area Mortgage Loans and shall be available to Participating Lending Institutions on a statewide first-come, first-served reservation basis.

Section 12.
Limitation on Buydowns.  Permanent buydowns are not permitted on Fannie Mae MyCommunity Mortgage products or Freddie Mac Home Possible products.  Buydowns are subject to the limits and rules of the Fannie Mae Guides, the Freddie Mac Guides, as applicable, RHS, FHA or VA limits and rules and the limits of the Ginnie Mae Guide and Section 4.10 of the Origination Agreement.

Section 13.
Submission of Mortgage Loans; Purchase of Mortgage Loans.

(a)
The Participating Lending Institution shall submit each Mortgage Loan to the Servicer no later than the earlier of: (i) the tenth calendar day following the Closing of such Mortgage Loan; or (ii) the Final Submission Date.

(b)
With respect to each Mortgage Loan for which the Participating Lending Institution has received a Reservation of Funds, if the Servicer has not received the Mortgage File (which shall include therein a copy of an approved Mortgage Loan Reservation Form) relating to such Mortgage Loan on or before the earlier of the twentieth calendar day following the Closing of such Mortgage Loan (or such later date as the Servicer allows) or the Final Submission Date and with respect to any Mortgage Loan submitted that is not a qualifying Mortgage Loan under the Program, the Reservation of Funds for such Mortgage Loan will expire and be canceled.

(b) The Servicer will purchase Mortgage Loans from the Participating Lending Institution daily. 
Section 14.
Assignment of Servicing; Purchase Price.  Each Participating Lending Institution shall be required to assign and release to the Servicer the servicing of all Mortgage Loans purchased from the Participating Lending Institution by the Servicer under the Program and each Participating Lending Institution shall pay the Funding Fee for each Mortgage Loan to the Servicer.  Mortgage Loans made under the Program shall be purchased by the Servicer at the Purchase Price.  Prior to purchase by the Servicer, the Participating Lending Institution shall service the Mortgage Loans, which servicing shall include posting payments and paying taxes and insurance with respect thereto.  The Participating Lending Institution shall be obligated to pay any fees or penalties associated with late payment of taxes and/or insurance that were assessed or due with respect to a Mortgage Loan during the period prior to the Servicer’s purchase thereof.

Section 15.
Origination Fees and Closing Costs.  The Participating Lending Institution may collect from the Eligible Borrower, the Seller or another person, and retain, the following fees and charges:  (i) an Origination Fee; and (ii) all reasonable and customary settlement or financing costs that are permitted to be so collected by FHA, VA, RHS, a PMI Insurer, Ginnie Mae, Fannie Mae or Freddie Mac, as applicable, but only to the extent such charges do not exceed the reasonable and customary amounts charged in the area in which the Qualified Residence is located in cases where owner financing is not provided through a tax-exempt mortgage revenue bond financing.
Section 16.
Recapture of Federal Subsidy of Mortgage Loans.  
(a)
Mortgagors who finance Qualified Residences with Mortgage Loans may be required to share gain on the disposition of the Qualified Residence with the federal government.  Under the Code, the benefit of the lower interest rate on the Mortgage Loan provided under the Program must be “recaptured” upon disposition of the Qualified Residence within nine (9) years of its acquisition.  The recapture is accomplished by means of a tax levied on the Mortgagor as part of his or her individual tax liability when the Qualified Residence is sold or transferred.  The maximum amount of the recapture is equal to 6.25% of the highest principal amount of the Mortgage Loan for which the Mortgagor was liable.  This maximum amount is reduced pro rata to reflect shorter or longer than five (5) year holding periods, decreasing to zero for sales occurring nine (9) years or more after the recapture period begins.  The maximum amount is also reduced or eliminated for taxpayers whose income at the time of disposition of their Qualified Residence is less than the federally prescribed income limit.  The recapture amount is subject to a limit of 50% of the amount of the gain realized on disposition of the Qualified Residence.  The recapture provision does not apply to disposition of a Qualified Residence by reason of death or to any disposition occurring more than nine (9) years after origination or assumption of the Mortgage Loan.  The Code requires that Mortgagors Closing (or having any possibility of Closing) Mortgage Loans (including pursuant to an Assumption (as defined in the Servicing Agreement) of a Mortgage Loan as provided in Section 5.03 of the Servicing Agreement) must be provided notice: (i) upon application or origination, that the Mortgage Loan is subject to the recapture provisions of the Code; and (ii) at Closing, of the federally subsidized amount and the modified amount applicable, during each of the nine (9) years following the origination of the Mortgage Loan, for each category of family size.  Information returns required to be submitted by real estate brokers under Section 6045(e) of the Code and statements of such returns furnished to customers, must indicate whether the Seller’s mortgage loan was federally subsidized within the meaning of the recapture requirements.

(b)
In order to comply with the requirements of the Code and to disclose such requirements to prospective Mortgagors, the Participating Lending Institution shall provide to each applicant: (i) at the time of loan application, a copy of the Recapture Tax Notice in the form of Attachment 11 in the Lender’s Manual; and (ii) at Closing, a copy of the Recapture Tax Notice in the form of Attachment 11 in the Lender’s Manual, or such other forms as the Division shall provide for satisfying the requirements of Section 143(m) of the Code.  This requirement also applies to the assumptor of any Mortgage Loan, and the Servicer agrees that it will provide corresponding notices upon any Assumption of a Mortgage Loan.
(c)
The Participating Lending Institution shall advise each applicable Eligible Borrower if the Mortgage Loan made to such Eligible Borrower is not included in a Mortgage Pool backing a Mortgage Certificate purchased into the Program.

Section 17.
Change in Use Limitation.  Mortgagors who finance Qualified Residences with Mortgage Loans will not be allowed an income tax deduction for interest on such financing if there is a continuous period of at least one (1) year during which such Qualified Residence is not the Principal Residence of at least one (1) of the Mortgagors with respect to the Mortgage Loan.  Such disallowance will apply to all interest on such Mortgage Loan that accrues on or after the date on which such one-year period begins and before the date such Qualified Residence is again the Principal Residence of at least one (1) of the Mortgagors with respect to the Mortgage Loan.  This disallowance shall not apply to the extent a Mortgagor establishes to the satisfaction of the Internal Revenue Service that its application would result in undue hardship and that the failure to meet the requirement that the Qualified Residence be occupied as a Principal Residence by a Mortgagor resulted from circumstances beyond the Mortgagor’s control.

Section 18.
Acknowledgment of Tax Covenants.  The Division and the Participating Lending Institution hereby acknowledge that all of the provisions of the Mortgage Origination Agreement regarding Sections 103, 143 and 148 of the Code apply to the Program.
Section 19.
Ratification and Amendment of Mortgage Origination Agreement.  The Division and the Participating Lending Institution hereby ratify and confirm the Mortgage Origination Agreement, as supplemented and amended by this Program Supplement.  The Mortgage Origination Agreement, as so supplemented and amended by this Program Supplement, shall be construed as one and the same instrument.  By executing this Program Supplement the Participating Lending Institution hereby agrees to any and all amendments to the Mortgage Origination Agreement contained in this Program Supplement and acknowledges that the Mortgage Origination Agreement shall apply to the Division’s Single Family Mortgage Program.

Section 20.
Third Party Beneficiary.  Reference is made to Section 8.14 of the Servicing Agreement, whereby the Servicer is granted rights as a third party beneficiary of the covenants, representations and obligations of the Participating Lending Institution under the Mortgage Origination Agreement and this Program Supplement.

Section 21.
Residential Rental Property.  The Division reserves the right to accept or reject Mortgage Loans on a case by case basis at the sole discretion of the Division made to Eligible Borrowers who have had an ownership interest in residential rental property during the three-year period ending on the date of execution or assumption of the Mortgage.  A copy of the Division’s approval letter must be included in the Mortgage Loan File submitted to the Servicer.
Section 22.
Repair Escrow.  Mortgage Loans may include a repair escrow (the “Repair Escrow”) under the following conditions:

(c) The Repair Escrow must not exceed fifteen percent (15%) of the Acquisition Cost of the home.

(d) The amount of the Mortgage Loan may not exceed the maximum allowed per applicable FHA, VA, Fannie Mae, Freddie Mac and RHS guidelines.

(e) The Acquisition Cost of the home including the Repair Escrow (and in some instances some Seller paid closing costs and other amounts as required by the definition of Acquisition Cost) may not exceed the limits described in Section 7 hereof.

(f) If the actual cost of the repairs is less than the Repair Escrow, then all excess funds must be applied to the principal balance of the Mortgage Loan.  In no event will the borrower receive cash out of the Repair Escrow.
 
(e)
       The Mortgage Loan cannot be purchased by the Servicer until all repairs are complete and the Repair Escrow cleared.  The Servicer will require a Completion Affidavit; Contractor Bids and/or Paid Receipts for repairs and evidence from the closing agent that the Repair Escrow has been fully disbursed.
Section 23.
Loan Registration.  The Participating Lending Institution must register each Mortgage Loan via the Lender Online Portal at the time of application in accordance with the Reservation Procedures described in the Lender’s Manual.  All first mortgage loans will be registered on a first-come, first-registered basis. 
Section 24.
Termination of Participating Lending Institution.  With prior written consent of the Division, the Servicer may terminate its obligation to purchase Mortgage Loans from a Participating Lending Institution if a Participating Lending Institution is not performing its obligations and duties under the Program Agreement, the Eligibility Guidelines, the Fannie Mae Guides, the Freddie Mac Guides or the Ginnie Mae Guide, as applicable, or in its regular course of business with the Servicer.
(EXECUTION PAGE FOLLLOWS)

IN WITNESS WHEREOF, this Program Supplement has been executed as of the date set forth on the first page hereof.

	
	NEVADA HOUSING DIVISION:
By:                                                                
Name:                                                           
Title:                                                             


	
	PARTICIPATING LENDING INSTITUTION:
By:                                                                
Name:                                                           
Title:                                                             



	
	Participating Lending Institution’s Address:
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