
RECAPTURE TAX NOTICE
IMPORTANT NOTICE: REFER TO NHD POLICY OF REMIBURSEMENT FOR ANY RECAPTURE TAX LIABILITY PAID AS A RESULT OF PROCEDURE DESCRIBED HEREIN 
(TO BE SIGNED AT TIME OF LOAN CLOSING BY ALL PERSONS OBTAINING  MORTGAGE LOANS MADE BY THE NEVADA HOUSING DIVISION)


Your mortgage loan (the "Mortgage Loan") is financed with funds made available to the Nevada Housing Division by issuing tax exempt bonds (the "Bonds").


You need to be aware, of a federal tax law provision which affects loans made by the Division on or after January 1, 1991, and which are funded with the proceeds of tax exempt bonds.  This federal tax law is set forth in §143(m) of the Internal Revenue Code of 1986, as amended (the "Code"), and generally provides that if you sell or otherwise dispose of all or any part of your interest in your Residence within nine (9) years from the closing date of your Mortgage Loan, you may be required to pay federal income taxes for the taxable year in which you dispose of your interest in your Residence in addition to the federal income taxes normally attributable to any gain recognized on the sale or disposition of your residence.  For purposes of this Notice, the additional federal income taxes, which you may be subject to upon the disposition of your interest in your Residence, shall hereafter be referred to as the "Recapture Tax."


This Notice is being furnished to you to explain when the Recapture Tax applies and to aid you in calculating the amount of the Recapture Tax.


A.   APPLICATION OF RECAPTURE TAX.

Subject to certain exceptions described below, the Code provides that you may be required to pay a Recapture Tax if all of the following apply to you:



1.   The closing date of your Mortgage Loan occurs on or after January 1, 1991;



2.   You were originally or currently are liable in whole or in part for the payment of your Mortgage Loan; and



3.   You dispose of all or part of your interest in your Residence within nine (9) years from the closing date of your Mortgage Loan.

NOTE:     If the disposition of all or part of your interest in your Residence occurs after nine (9) years from the closing date of your Mortgage Loan, you will not be subject to the Recapture Tax on the disposition.  


The Code provides that the following types of dispositions will not subject you to the Recapture Tax even though you dispose of your interest within nine (9) years from the closing date of your Mortgage Loan:



1.     Disposition on death.



If your interest in your Residence is disposed of as a result of your death, neither you nor your estate will be subject to the Recapture Tax.  Accordingly, a transfer in accordance with the terms of your will, a transfer under the intestate laws of the State of Nevada, or a transfer by operation of law on your death, such as a residence held in joint tenancy, will not subject you or your estate to any liability under the Recapture Tax.  



2.     Section 1041 transfer.



If your interest in your Residence is disposed of in a transaction in which no gain or loss is recognized under §1041 of the Code you will not be subject to the Recapture Tax.  Generally, a transaction in which no gain or loss is recognized under §1041 of the Code is one which is limited to a lifetime transfer to or for the benefit of your spouse, or a lifetime transfer to or for the benefit of your former spouse where the transfer is incident to your divorce.  However, the Internal Revenue Service will treat your spouse or former spouse as if he or she had been the owner of your Residence from the closing date of your Mortgage Loan, and your spouse or former spouse may be subject to the Recapture Tax if he or she then disposes of the interest acquired from you within nine (9) years from the original closing date of your Mortgage Loan.



3.     Casualty.



If 1) your Residence is destroyed in whole or in part by fire, storm, or other casualty which causes a compulsory or involuntary disposition of your Residence, 2) you receive insurance proceeds or other amounts as a result of the casualty and 3) within two (2) years after the end of the taxable year in which the casualty occurred you purchase another principal residence on the same site, you will not be subject to the Recapture Tax.  If you utilize the insurance proceeds or other amounts received to purchase a Residence at a different location within the two (2) year period, however, the payment of the proceeds or other amount shall be treated as a disposition of your interest in your Residence to which the Recapture Tax will be applicable.



If you dispose of all or a portion of your interest in your Residence within nine (9) years from the closing date of your Mortgage Loan and the disposition is not one which is described above as being exempt from the Recapture Tax, you will then need to calculate the amount of Recapture Tax, if any, for the taxable year in which you disposed of all or a part of your interest in your Residence.

B.
CALCULATION OF RECAPTURE TAX.


The Code provides that the amount of the Recapture Tax shall be equal to the lesser of the following amounts:



1.   The "Recapture Amount" with respect to your Mortgage Loan; or



2.   Fifty percent (50%) of the gain realized on the disposition of your interest in your Residence.


Accordingly, in order to determine the amount of your Recapture Tax, you will need to calculate both the "Recapture Amount" and the "Gain Realized" and then compare the two (2) figures.  The lesser of the "Recapture Amount" or the amount equal to fifty percent (50%) of your "Gain Realized" will be the amount of your actual Recapture Tax.


The following six (6) steps are intended to aid you in calculating the amount of your Recapture Tax.  Steps 1 through 4 explain how to calculate your "Recapture Amount."  Step 5 explains how to calculate fifty percent (50%) of your "Gain Realized," and Step 6 explains how to calculate your actual Recapture Tax.

Calculation of "Recapture Amount" (see Steps 1 through Step 4).


The Code provides that your "Recapture Amount" is to be computed by using the following formula:


("Federally Subsidized Amount") x ("Holding Period Percentage") x ("Income Percentage") = "Recapture Amount"


To compute the "Recapture Amount," follow Steps 1 through 4 below:

STEP 1 -- CALCULATE THE "FEDERALLY SUBSIDIZED AMOUNT":


Enter the "Federally Subsidized Amount" here:  $


 

The Code provides that the "Federally Subsidized Amount" is equal to the highest principal amount of your Mortgage Loan multiplied by (.0625).  Generally, the highest principal amount of your Mortgage Loan will be the principal amount of your Mortgage Loan as of the closing date of your Mortgage Loan.

STEP 2 -- CALCULATE THE "HOLDING PERIOD PERCENTAGE":


Enter Holding Period Percentage here:


%

The "Holding Period Percentage" is the percentage specified in the following table for the year in which your interest in your Residence is disposed of:


If the disposition occurs




Your holding period


during a year after the





percentage is equal


closing date which is:





to:



The 1st such year

20



The 2nd such year

40



The 3rd such year

60



The 4th such year

80


The 5th such year

100



The 6th such year

80



The 7th such year

60



The 8th such year

40



The 9th such year

20


The above table should be utilized for determining your "Holding Period Percentage" in all cases except for those cases where your Mortgage Loan is completely repaid (i.e., prepayment or refinancing) prior to the disposition of your interest in your Residence.  In cases where your Mortgage Loan is completely repaid prior to the disposition of your interest in your Residence, §143(m)(4)(C)(ii) of the Code provides the method for determining your Holding Period Percentage.

STEP 3 -- CALCULATE THE "INCOME PERCENTAGE":


Enter the "Income Percentage" here:         
%

The Code provides that your "Income Percentage" is to be calculated by utilizing the following formula:


"Income Percentage" = ("Modified Adjusted Gross Income" - "Adjusted Qualifying Income")


$5,000


Based upon the above formula, in order to calculate your "Income Percentage" you will subtract the applicable "Adjusted Qualifying Income" (shown in Tables I and II below) from your "Modified Adjusted Gross Income" (as defined below) and then divide this result by $5,000.  The resulting percentage obtained by utilizing the above formula will be your "Income Percentage."  In calculating your "Income Percentage," round to the nearest whole percentage point (i.e., 46.25% would be rounded to 46% and 46.81% would be rounded to 47%).  If your "Income Percentage" determined under the preceding formula includes a half of a percentage point, the Code provides that the percentage shall be increased to the nearest whole percentage point (i.e., 46.50% would be rounded to 47%).  If your "Income Percentage" is in excess of 100%, the Code provides that you are to use 100% as your "Income Percentage."

NOTE: 
If your "Modified Adjusted Gross Income" is less than or equal to your "Adjusted Qualifying Income," you will not be subject to the Recapture Tax.


MODIFIED ADJUSTED GROSS INCOME:


Your "Modified Adjusted Gross Income" will be equal to your (i) "Adjusted Gross Income" which is reported on your federal income tax return (Form 1040) for the taxable year in which you dispose of all or part of your interest in your Residence, plus (ii) any interest income received or accrued during such taxable year excluded from your gross income under §103 of the Code, minus (iii) any gain required to be included in your gross income by reason of the disposition of all or part of your interest in your Residence.


ADJUSTED QUALIFYING INCOME:


"Adjusted Qualifying Income" means the amount shown in Table I or Table II below opposite the year in which a disposition of all or part of your interest in your Residence occurs.  If your Residence is located in a Non-Targeted Area, use the column in Table I under the applicable heading for the location of your residence which describes your family status on the date of the disposition of your interest in your Residence.  If your Residence is located in a Targeted Area, use the column in Table II under the applicable heading for the location of your residence which describes your family status on the date of the disposition of your interest in your Residence.
Table I
	
	
	

	
	
	

	 *( Esmeralda,  Lincoln,  Mineral, Pershing, & 
	
	

	White Pine Counties-Non-Targeted Area
	
	

	
	 1 or 2
	 3 or more

	
	 person family
	 person family

	 Disposition Occurs:
	
	

	 Before 1 year after closing date
	$67,078
	$77,140

	 After 1 year, but less than 2 years after closing date
	$70,432
	$80,997

	 After 2 years, but less than 3 years after closing date
	$73,953
	$85,047

	 After 3 years, but less than 4 years after closing date
	$77,651
	$89,299

	 After 4 years, but less than 5 years after closing date
	$81,534
	$93,764

	 After 5 years, but less than 6 years after closing date
	$85,610
	$98,452

	 After 6 years, but less than 7 years after closing date
	$89,891
	$103,375

	 After 7 years, but less than 8 years after closing date
	$94,385
	$108,544

	 After 8 years, but less than 9 years after closing date
	$99,105
	$113,971

	
	
	

	
	
	

	*(Carson City - Non-Target Area)
	
	

	
	
	

	
	 1 or 2
	 3 or more

	
	 person family
	 person family

	 Disposition Occurs:
	
	

	 Before 1 year after closing date
	$81,840
	$95,480

	 After 1 year, but less than 2 years after closing date
	$85,932
	$100,254

	 After 2 years, but less than 3 years after closing date
	$90,229
	$105,267

	 After 3 years, but less than 4 years after closing date
	$94,740
	$110,530

	 After 4 years, but less than 5 years after closing date
	$99,477
	$116,057

	 After 5 years, but less than 6 years after closing date
	$104,451
	$121,859

	 After 6 years, but less than 7 years after closing date
	$109,673
	$127,952

	 After 7 years, but less than 8 years after closing date
	$115,157
	$134,350

	 After 8 years, but less than 9 years after closing date
	$120,915
	$141,067

	
	
	

	
	
	

	*(Churchill County - Non-Target Area)
	
	

	
	
	

	
	 1 or 2
	 3 or more

	
	 person family
	 person family

	 Disposition Occurs:
	
	

	 Before 1 year after closing date
	$66,878
	$76,910

	 After 1 year, but less than 2 years after closing date
	$70,222
	$80,756

	 After 2 years, but less than 3 years after closing date
	$73,733
	$84,793

	 After 3 years, but less than 4 years after closing date
	$77,420
	$89,033

	 After 4 years, but less than 5 years after closing date
	$81,291
	$93,485

	 After 5 years, but less than 6 years after closing date
	$85,355
	$98,159

	 After 6 years, but less than 7 years after closing date
	$89,623
	$103,067

	 After 7 years, but less than 8 years after closing date
	$94,104
	$108,220

	 After 8 years, but less than 9 years after closing date
	$98,809
	$113,631

	
	
	

	
	
	

	*(Clark County - Non-Target Area)
	
	

	
	
	

	
	 1 or 2
	 3 or more

	
	 person family
	 person family

	 Disposition Occurs:
	
	

	 Before 1 year after closing date
	$78,120
	$91,140

	 After 1 year, but less than 2 years after closing date
	$82,026
	$95,697

	 After 2 years, but less than 3 years after closing date
	$86,127
	$100,482

	 After 3 years, but less than 4 years after closing date
	$90,434
	$105,506

	 After 4 years, but less than 5 years after closing date
	$94,955
	$110,781

	 After 5 years, but less than 6 years after closing date
	$99,703
	$116,320

	 After 6 years, but less than 7 years after closing date
	$104,688
	$122,136

	 After 7 years, but less than 8 years after closing date
	$109,923
	$128,243

	 After 8 years, but less than 9 years after closing date
	$115,419
	$134,655

	
	
	

	
	
	

	*(Douglas County - Non-Target Area)
	
	

	
	
	

	
	 1 or 2
	 3 or more

	
	 person family
	 person family

	 Disposition Occurs:
	
	

	 Before 1 year after closing date
	$91,080
	$106,260

	 After 1 year, but less than 2 years after closing date
	$95,634
	$111,573

	 After 2 years, but less than 3 years after closing date
	$100,416
	$117,152

	 After 3 years, but less than 4 years after closing date
	$105,436
	$123,009

	 After 4 years, but less than 5 years after closing date
	$110,708
	$129,160

	 After 5 years, but less than 6 years after closing date
	$116,244
	$135,618

	 After 6 years, but less than 7 years after closing date
	$122,056
	$142,399

	 After 7 years, but less than 8 years after closing date
	$128,159
	$149,518

	 After 8 years, but less than 9 years after closing date
	$134,567
	$156,994

	
	
	

	
	
	

	*(Elko County - Non-Target Area)
	
	

	
	
	

	
	 1 or 2
	 3 or more

	
	 person family
	 person family

	 Disposition Occurs:
	
	

	 Before 1 year after closing date
	$80,741
	$92,852

	 After 1 year, but less than 2 years after closing date
	$84,778
	$97,495

	 After 2 years, but less than 3 years after closing date
	$89,017
	$102,369

	 After 3 years, but less than 4 years after closing date
	$93,468
	$107,488

	 After 4 years, but less than 5 years after closing date
	$98,141
	$112,862

	 After 5 years, but less than 6 years after closing date
	$103,048
	$118,505

	 After 6 years, but less than 7 years after closing date
	$108,201
	$124,431

	 After 7 years, but less than 8 years after closing date
	$113,611
	$130,652

	 After 8 years, but less than 9 years after closing date
	$119,291
	$137,185

	
	
	

	*(Eureka County - Non-Target Area)
	
	

	
	
	

	
	 1 or 2
	 3 or more

	
	 person family
	 person family

	 Disposition Occurs:
	
	

	 Before 1 year after closing date
	$81,240
	$94,780

	 After 1 year, but less than 2 years after closing date
	$85,302
	$99,519

	 After 2 years, but less than 3 years after closing date
	$89,567
	$104,495

	 After 3 years, but less than 4 years after closing date
	$94,045
	$109,720

	 After 4 years, but less than 5 years after closing date
	$98,748
	$115,206

	 After 5 years, but less than 6 years after closing date
	$103,685
	$120,966

	 After 6 years, but less than 7 years after closing date
	$108,869
	$127,014

	 After 7 years, but less than 8 years after closing date
	$114,313
	$133,365

	 After 8 years, but less than 9 years after closing date
	$120,028
	$140,033

	
	
	

	
	
	

	
	
	

	 *(Humboldt County - Non-Target Area)
	
	

	
	
	

	
	 1 or 2
	 3 or more

	
	 person family
	 person family

	 Disposition Occurs:
	
	

	 Before 1 year after closing date
	$71,400
	$82,110

	 After 1 year, but less than 2 years after closing date
	$74,970
	$86,216

	 After 2 years, but less than 3 years after closing date
	$78,719
	$90,526

	 After 3 years, but less than 4 years after closing date
	$82,654
	$95,053

	 After 4 years, but less than 5 years after closing date
	$86,787
	$99,805

	 After 5 years, but less than 6 years after closing date
	$91,127
	$104,795

	 After 6 years, but less than 7 years after closing date
	$95,683
	$110,035

	 After 7 years, but less than 8 years after closing date
	$100,467
	$115,537

	 After 8 years, but less than 9 years after closing date
	$105,490
	$121,314

	
	
	

	
	
	

	*(Lander County - Non-Target Area)
	
	

	
	
	

	
	 1 or 2
	 3 or more

	
	 person family
	 person family

	 Disposition Occurs:
	
	

	 Before 1 year after closing date
	$67,078
	$77,140

	 After 1 year, but less than 2 years after closing date
	$70,432
	$80,997

	 After 2 years, but less than 3 years after closing date
	$73,953
	$85,047

	 After 3 years, but less than 4 years after closing date
	$77,651
	$89,299

	 After 4 years, but less than 5 years after closing date
	$81,534
	$93,764

	 After 5 years, but less than 6 years after closing date
	$85,610
	$98,452

	 After 6 years, but less than 7 years after closing date
	$89,891
	$103,375

	 After 7 years, but less than 8 years after closing date
	$94,385
	$108,544

	 After 8 years, but less than 9 years after closing date
	$99,105
	$113,971

	
	
	

	*(Lyon County - Non-Target Area)
	
	

	
	
	

	
	 1 or 2
	 3 or more

	
	 person family
	 person family

	 Disposition Occurs:
	
	

	 Before 1 year after closing date
	$78,120
	$91,140

	 After 1 year, but less than 2 years after closing date
	$82,026
	$95,697

	 After 2 years, but less than 3 years after closing date
	$86,127
	$100,482

	 After 3 years, but less than 4 years after closing date
	$90,434
	$105,506

	 After 4 years, but less than 5 years after closing date
	$94,955
	$110,781

	 After 5 years, but less than 6 years after closing date
	$99,703
	$116,320

	 After 6 years, but less than 7 years after closing date
	$104,688
	$122,136

	 After 7 years, but less than 8 years after closing date
	$109,923
	$128,243

	 After 8 years, but less than 9 years after closing date
	$115,419
	$134,655

	
	
	

	
	
	

	
	
	

	*(Nye County - Non-Target Area)
	
	

	
	
	

	
	 1 or 2
	 3 or more

	
	 person family
	 person family

	 Disposition Occurs:
	
	

	 Before 1 year after closing date
	$78,120
	$91,140

	 After 1 year, but less than 2 years after closing date
	$82,026
	$95,697

	 After 2 years, but less than 3 years after closing date
	$86,127
	$100,482

	 After 3 years, but less than 4 years after closing date
	$90,434
	$105,506

	 After 4 years, but less than 5 years after closing date
	$94,955
	$110,781

	 After 5 years, but less than 6 years after closing date
	$99,703
	$116,320

	 After 6 years, but less than 7 years after closing date
	$104,688
	$122,136

	 After 7 years, but less than 8 years after closing date
	$109,923
	$128,243

	 After 8 years, but less than 9 years after closing date
	$115,419
	$134,655

	
	
	

	
	
	

	
	
	

	
	
	

	 *( Storey, Washoe County - Non-Target Area)
	
	

	
	
	

	
	 1 or 2
	 3 or more

	
	 person family
	 person family

	 Disposition Occurs:
	
	

	 Before 1 year after closing date
	$84,600
	$98,700

	 After 1 year, but less than 2 years after closing date
	$88,830
	$103,635

	 After 2 years, but less than 3 years after closing date
	$93,272
	$108,817

	 After 3 years, but less than 4 years after closing date
	$97,935
	$114,258

	 After 4 years, but less than 5 years after closing date
	$102,832
	$119,970

	 After 5 years, but less than 6 years after closing date
	$107,973
	$125,969

	 After 6 years, but less than 7 years after closing date
	$113,372
	$132,267

	 After 7 years, but less than 8 years after closing date
	$119,041
	$138,881

	 After 8 years, but less than 9 years after closing date
	$124,993
	$145,825

	
	
	

	
	
	

	 TABLE II
	
	

	
	
	

	 *(Clark County - Target Area)
	
	

	
	
	

	
	 1 or 2
	 3 or more

	
	 person family
	 person family

	 Disposition Occurs:
	
	

	 Before 1 year after closing date
	$78,120
	$91,140

	 After 1 year, but less than 2 years after closing date
	$82,026
	$95,697

	 After 2 years, but less than 3 years after closing date
	$86,127
	$100,482

	 After 3 years, but less than 4 years after closing date
	$90,434
	$105,506

	 After 4 years, but less than 5 years after closing date
	$94,955
	$110,781

	 After 5 years, but less than 6 years after closing date
	$99,703
	$116,320

	 After 6 years, but less than 7 years after closing date
	$104,688
	$122,136

	 After 7 years, but less than 8 years after closing date
	$109,923
	$128,243

	 After 8 years, but less than 9 years after closing date
	$115,419
	$134,655

	
	
	

	
	
	

	
	
	

	 *(Elko County - Target Area)
	
	

	
	
	

	
	 1 or 2
	 3 or more

	
	 person family
	 person family

	 Disposition Occurs:
	
	

	 Before 1 year after closing date
	$91,800
	$107,100

	 After 1 year, but less than 2 years after closing date
	$96,390
	$112,455

	 After 2 years, but less than 3 years after closing date
	$101,210
	$118,078

	 After 3 years, but less than 4 years after closing date
	$106,270
	$123,982

	 After 4 years, but less than 5 years after closing date
	$111,583
	$130,181

	 After 5 years, but less than 6 years after closing date
	$117,163
	$136,690

	 After 6 years, but less than 7 years after closing date
	$123,021
	$143,524

	 After 7 years, but less than 8 years after closing date
	$129,172
	$150,700

	 After 8 years, but less than 9 years after closing date
	$135,630
	$158,235

	
	
	

	
	
	

	
	
	

	 *(Washoe County - Target Area)
	
	

	
	
	

	
	 1 or 2
	 3 or more

	
	 person family
	 person family

	 Disposition Occurs:
	
	

	 Before 1 year after closing date
	$84,600
	$98,700

	 After 1 year, but less than 2 years after closing date
	$88,830
	$103,635

	 After 2 years, but less than 3 years after closing date
	$93,272
	$108,817

	 After 3 years, but less than 4 years after closing date
	$97,935
	$114,258

	 After 4 years, but less than 5 years after closing date
	$102,832
	$119,970

	 After 5 years, but less than 6 years after closing date
	$107,973
	$125,969

	 After 6 years, but less than 7 years after closing date
	$113,372
	$132,267

	 After 7 years, but less than 8 years after closing date
	$119,041
	$138,881

	 After 8 years, but less than 9 years after closing date
	$124,993
	$145,825

	
	
	


STEP 4 -- CALCULATE "RECAPTURE AMOUNT":

Enter Recapture Amount here:
$____________                  

To calculate your "Recapture Amount" multiply your "Federally Subsidized Amount" calculated in Step 1, above, by your "Holding Period Percentage" calculated in Step 2 above.  The resulting number must then be multiplied by your "Income Percentage," calculated in Step 3 above.

STEP 5 -- CALCULATE 50% OF THE "GAIN REALIZED" FROM THE DISPOSITION OF YOUR RESIDENCE:


Enter 50% of the "Gain Realized" here:
$____________                 

The Code provides that the Recapture Tax will not exceed 50% of the gain realized (if any) on the disposition of your interest in your Residence for federal income tax purposes.  For purposes of determining your gain on a disposition of your Residence, the Code provides that the gain shall be taken into account whether or not recognized, and that the "Adjusted Basis" of your interest in your Residence is to be determined without regard to §1033(b) and 1034(e).


Generally, gain on a sale or exchange of your interest in your Residence is equal to the "Amount Realized" on the disposition less your "Adjusted Basis" in your Residence.  Generally, the "Amount Realized" on a sale or exchange is equal to the amount of cash and the fair market value of other property received.  Your "Adjusted Basis" in your Residence is generally equal to your original cost in purchasing your Residence, plus the cost of permanent improvements made to your Residence, plus certain selling costs associated with the sale or exchange of your Residence.


If the disposition of your interest in your Residence is not from a sale, exchange or involuntary conversion (such as the receipt of insurance proceeds as a result of the destruction of your Residence), the Code provides that for purposes of computing the Recapture Tax, you are to assume that you sold the Residence at its fair market value.  Accordingly, in certain situations, such as a gift of your interest in your Residence, it is possible that a gain will be imputed for purposes of determining your Recapture Tax even though you would not otherwise be required to realize a gain for federal income tax purposes.  Thus, unless the disposition of your interest occurs as a result of a transaction which is not subject to the Recapture Tax, as provided on page 2 of this Recapture Notice, you will need to compute your gain on any disposition of your interest in your residence, including, but not limited to, disposition by sale, exchange, gift, or condemnation.


Once you determine the amount of your gain on the disposition of your interest in the Residence, multiply your gain by 50%.

STEP 6 -- COMPARE AMOUNTS IN STEP 4 AND STEP 5


Enter the lesser of the two amounts


calculated in Step 4 or Step 5 here:

$____________                    

As previously expressed in this Recapture Notice, the amount of your Recapture Tax is equal to the lesser of (i) the amount of the "Recapture Amount" calculated in Step 4; or (ii) 50% of the amount of your "Gain Realized" from the disposition of your interest in the Residence, calculated in Step 5.  Accordingly, to compute your Recapture Tax, compare the amount calculated in Step 4 (the "Recapture Amount") with the amount calculated in Step 5 (fifty percent (50%) of your "Gain Realized").  The lesser of these two amounts will be equal to the amount of your Recapture Tax which you will be required to pay to the federal government.


C.
Other Factors Affecting the Recapture Tax.



1.
Assumption of Mortgage Loan by Third Party.



Subject to the exceptions to the Recapture Tax described on page 2 of this Recapture Notice, if you dispose of your interest in your Residence within nine (9) years from the closing date, whether by sale, exchange, gift or other disposition, and the transferee of your Residence agrees to assume your Mortgage Loan, you will still be subject to the Recapture Tax.  Additionally, the transferee who assumes your Mortgage Loan will be subject to the Recapture Tax in the same manner as you were, and a new nine (9) year Recapture Tax period begins with respect to the transferee as of the date of the assumption of the Mortgage Loan by the transferee.



2.
Effect of Refinancings and Prepayments.



No Recapture Tax will be imposed as a result of a refinancing or other prepayment of your Mortgage Loan within the nine (9) year Recapture Tax period unless you also dispose of your interest in your Residence within the nine (9) year Recapture Tax period.



3.
Coordination with Sections 1033, 1034 and 121 of the Code.



Unless the disposition of your interest in your Residence falls within one of the three exceptions to the Recapture Tax described on page 2 of this Recapture Notice, you will be subject to the Recapture Tax without regard to any other provision of the Code, including such nonrecognition and exclusion provisions such as §1033 (relating to certain like kind exchanges), §1034 (relating to certain sales of your principal residence followed by a purchase of a new residence), and §121 (relating to exclusion of gain on sale of a principal residence by persons age 55 and older).



4.
Liability of Obligors.



Except as otherwise provided in regulations issued by the Treasury Department, each obligor of the Mortgage Loan is personally liable for the Recapture Tax, which shall be determined separately with respect to his or her interest in the Residence being financed.  Accordingly, if one or more persons in addition to yourself are also liable on the Mortgage Loan, each person's Recapture Tax will be determined separately in accordance with and in proportion to their respective interests in the Residence.



5.
Coordination with Other Internal Revenue Code Provisions.



No penalties for underpayment of estimated federal income tax will apply to the extent that the underpayment is attributable to the Recapture Tax.  Additionally, credits otherwise allowable against your federal income tax liability may not be used to reduce the amount of your Recapture Tax.


BECAUSE OF THE COMPLEXITY OF THE PROVISIONS RELATING TO THE RECAPTURE TAX, PRIOR TO DISPOSING OF YOUR INTEREST IN YOUR RESIDENCE, THE DIVISION STRONGLY RECOMMENDS THAT YOU CONSULT WITH AN ACCOUNTANT OR ATTORNEY, WHO IS FAMILIAR WITH THE RECAPTURE TAX IMPOSED UNDER §143(m) OF THE CODE, SO THAT HE OR SHE MAY ADVISE YOU AS TO WHETHER THE DISPOSITION WILL SUBJECT YOU TO THE RECAPTURE TAX AND THE AMOUNT OF THE RECAPTURE TAX.


This Recapture Notice is provided by the Division for your information.  Please acknowledge that you have received and have read this Recapture Notice by signing in the spaces provided below.

ACKNOWLEDGED:

Date:                             





















    

Borrower

Date:                             


 


















    

Borrower
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