NOTICE TO MORTGAGOR OF MAXIMUM RECAPTURE TAX AND OF
METHOD TO COMPUTE RECAPTURE TAX ON SALE OF HOME

(To be completed by Mortgage Lender and executed at time of loan closing. This document is the Notice of
Potential Recapture of Sale of home.)

This document is a summary of the recapture provisions and qualifying income charts in effect on the date
hereof and should not be construed to be tax advice. You should consult a tax advisor or the local office of the
Internal Revenue Service at the time you sell or otherwise dispose of your home to determine the amount, if
any, of the recapture tax.

Property Address:

INTRODUCTION: The mortgage loan being made to you today in connection with your residence has been
financed with the proceeds of certain tax-exempt bonds. Because you are receiving a mortgage loan from the
proceeds of a tax-exempt bond, you are receiving the benefit of a lower interest rate than is
customarily charged on other mortgage loans. This notice is intended to inform you that as a recipient of a
mortgage loan from the proceeds of tax-exempt bonds, you may be subject to a federal recapture tax on certain
sales or other dispositions of your residence if you sell or otherwise dispose of your residence during the next
nine (9) years. The amount of any recapture is accomplished by an increase in your federal income tax for the
year in which you sell your home.

The recapture only applies, however, if you sell or dispose of your residence at a gain and if your income
increases more than five percent (5%) per year above the income limits in effect when the home was
bought for each year the home is owned.

The recapture tax will not apply in certain circumstances, as described below.

The recapture amount is based on a formula that includes the amount of the mortgage loan, the number of
years the mortgage loan is outstanding, the gain on the sale or other disposition of your residence, and your
income.

MAXIMUM RECAPTURE TAX: The maximum recapture tax that you may be required to pay is $
This amount is 6.25 percent of the highest principal amount of your mortgage loan (i.e., $)
and is your federally subsidized amount with respect to the loan.

ACTUAL RECAPTURE TAX: The actual recapture tax, if any, can only be determined when you sell your
residence. It is the lesser of (1) 50% of your gain on the sale of your residence, regardless of whether you have
to include that gain in your income for federal income tax purposes, or (2) your recapture amount
determined by multiplying the following three numbers:

(a) Maximum recapture tax indicated in the paragraph above,
(b) Holding period percentage (see chart below)
(c) Income percentage (see below)



The holding period percentage during the first nine (9) years is as follows:
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In effect, the recapture amount begins at 1.25 percent of the original amount of your mortgage loan during
the first year and then increases by 1.25 percent during each of the next four years after the loan is made
to a maximum of 6.25 percent of the original amount of your mortgage loan during the fifth year. After
five years, the recapture amount decreases by 1.25 percent during each year until it is eliminated after
the ninth year.

INCOME PERCENTAGE CALCULATION: The recapture amount may be reduced or eliminated depending
upon whether or by how much your family's modified adjusted gross income for the year during which
you dispose your residence exceeds the applicable "adjusted qualifying income." Your family's adjusted
gross income is modified to include interest on tax-exempt bonds and to exclude any gain on the sale of
your residence. The adjusted qualifying income is a formula amount based on either the area or the
statewide median income of similar sized families, whichever is higher, for the year during which the
mortgage loan is made. The adjusted qualifying incomes applicable to your area (county and targeted or
non-targeted) for each category of family size of the nine-year recapture period is detailed on the attached
chart. Your property is currently in a |:|1) targeted or|:|2) non-targeted area, and you will use the chart
with the corresponding label when performing the income percentage calculation.

If your family's modified adjusted gross income does not exceed the applicable adjusted qualifying income
in the chart, your recapture amount is zero. If your family's modified adjusted gross income exceeds the
applicable adjusted qualifying income by at least $5,000, the recapture amount is 100 percent of the
recapture amount described above (i.e., the maximum recapture amount multiplied by the holding period
percentage). If your family's modified gross income exceeds the applicable adjusted qualifying income by
less than $5,000, the recapture amount is the recapture amount described above multiplied by the
"income percentage." The "income percentage" is 1 percent for each $50 by which your family's modified
adjusted gross income exceeds the applicable adjusted qualifying income. For example, if the excess is
$500, the income percentage is 10 percent.

If a recapture amount is due, it is payable with your federal income tax for the year during which you
dispose of your residence by sale, exchange or gift.

NO RECAPTURE TAX DUE: However, the recapture amount is not payable if the disposition is (1) by reason
of death; (2) a transfer to a spouse or a former spouse in connection with a divorce and you have no gain
or loss included in your income under Section 1041 of the Internal Revenue Code; (3) later than nine years
after the date the mortgage loan is made; or (4) at a loss.



LIMITATIONS AND SPECIAL RULES ON RECAPTURE TAX: Additionally, there are limitations and special rules
related to the recapture tax: (1) if you give away your home (other than to your spouse or former spouse
incident to divorce), you must determine your recapture tax as if you had sold your home for its fair market
value; (2) if your home is destroyed by fire, storm, flood, or other casualty, there is generally no recapture
tax if, within two years, your residence is repaired or replaced on the same site; (3) generally, if two or
more persons own a home and are jointly liable for the subsidized mortgage loan, the recapture tax is
determined separately for them based on their interests in the home; for tenants by the entirety, where
each party has an undivided interest in the home, the recapture tax is determined by treating the joint
owners of the home as one singular owner; and (4) if you repay your loan in full during the nine-year
recapture period and you sell your home during this period, your holding period percentage may be
reduced under section 143(m)(5)(C)(ii) of the Internal Revenue Code. Other special rules may apply. You
should consult with a tax advisor or the local office of the Internal Revenue Service when you sell or
otherwise dispose of your residence.

I have completed the portions of the Notice relating to the maximum recapture amount and adjusted
qualifying incomes.

Lender Name:
Lender Representative Name:
Signature:

Date:

I/We have received and acknowledged;

Borrower Name: Borrower Name:
Signature: Signature:

Date: Date:

Borrower Name: Borrower Name:
Signature: Signature:

Date: Date:




QUALIFYING INCOME CHARTS

FEDERAL INCOME LIMITS NEW JERSEY
For Use with the Recapture Provision (1.05xn) of the current Internal Revenue Code
based on information provided by HUD Federal Income Guidelines dated May 15, 2023
and formulae provided by the Revenue Reconciliation Act of 1990

TARGETED AREAS

COUNTY FamilySize |LessThan1Year| 1-2 Years 2-3 Years 3-4 Years 4-5 Years 5-6 Years 6-7 Years 7-8Years 8-9 Years

Atlantic, Burlington, Camden,

1-2 Persons| $148,200.00 |$155,610.00 [$163,390.50 |$171,560.03 |$180,138.03 |$189,144.93 |$198,602.17 |$208,532.28 |$218,958.90
Cape May, Cumberland, Essex,

Gloucester, Hudson, Morris,

Salem. Sussex, Warren & Union | 30r more | $172,900.00 [$181,545.00 |$190,622.25 [$200,153.36 |$210,161.03 |$220,669.08 [$231,702.54 |$243,287.66 |$255,452.05

1-2 Persons| $151,440.00 |$159,012.00 [$166,962.60 |$175,310.73 [$184,076.27 |$193,280.08 |$202,944.08 ($213,091.29 |$223,745.85

Monmouth & Ocean
3 or more | $176,680.00 |$185,514.00 [$194,789.70 |$204,529.19 |$214,755.64 |$225,493.43 |$236,768.10 |$248,606.50 |$261,036.83

1-2 Persons| $150,240.00 |$157,752.00 [$165,639.60 [$173,921.58 |$182,617.66 |$191,748.54 ($201,335.97 ($211,402.77 |$221,972.91

Mercer
3 or more | $175,280.00 |$184,044.00 [$193,246.20 |$202,908.51 [$213,053.94 |$223,706.63 |$234,891.96 |$246,636.56 |$258,968.39

1-2 Persons| $152,040.00 |$159,642.00 [$167,624.10 |$176,005.31 [$184,805.57 |$194,045.85 |$203,748.14 [$213,935.55 |$224,632.33

Bergen & Passaic
3 ormore | $177,380.00 |[$186,249.00 |$195,561.45 |$205,339.52 |$215,606.50 |$226,386.82 |$237,706.16 |$249,591.47 [$262,071.05

Hunterdon, Middlesex, & 1-2 Persons| $166,200.00 |$174,510.00 [$183,235.50 |$192,397.28 ($202,017.14 |$212,118.00 |$222,723.90 |$233,860.09 |$245,553.09

Somerset 3 or more | $193,900.00 |$203,595.00 [$213,774.75 |$224,463.49 |$235,686.66 |$247,470.99 |$259,844.54 ($272,836.77 |$286,478.61

Figures based on state median income ($123,500) or area median income, whichever is greater.

Number of persons in family and income is as of date of sale or transfer of house.

FEDERAL INCOME LIMITS NEW JERSEY
For Use with the Recapture Provision (1.05xn) of the current Internal Revenue Code
based on information provided by HUD Federal Income Guidelines dated May 15, 2023
and formulae provided by the Revenue Reconciliation Act of 1990

NON-TARGETED AREAS

COUNTY FamilySize |LessThan1Year| 1-2 Years 2-3 Years 3-4 Years 4-5 Years 5-6 Years 6-7 Years 7-8 Years 8-9 Years

Atlantic, Burlington, Camden,

1-2 Persons| $123,500.00 |$129,675.00 [$136,158.75 |$142,966.69 [$150,115.02 |$157,620.77 |$165,501.81 [$173,776.90 |$182,465.75
Cape May, Cumberland, Essex,

Gloucester, Hudson, Morris,

Salem, Sussex, Union, & Warren 3 or more | $142,025.00 |$149,126.25 [$156,582.56 |$164,411.69 |$172,632.28 |$181,263.89 |$190,327.08 |$199,843.44 |$209,835.61

1-2 Persons| $126,200.00 |$132,510.00 [$139,135.50 [$146,092.28 | $153,396.89 |$161,066.73 [$169,120.07 |$177,576.07 | $186,454.88

Monmouth & Ocean
3 or more | $145,130.00 [$152,386.50 |$160,005.83 |$168,006.12 |$176,406.42 |$185,226.74 | $194,488.08 |$204,212.48 |$214,423.11

1-2 Persons| $125,200.00 |$131,460.00 [$138,033.00 |$144,934.65 [$152,181.38 |$159,790.45 |$167,779.97 ($176,168.97 |$184,977.42

Mercer
3 or more | $143,980.00 [$151,179.00 |$158,737.95 |$166,674.85 |$175,008.59 |$183,759.02 |$192,946.97 |$202,594.32 ($212,724.03

1-2 Persons| $126,700.00 |$133,035.00 [$139,686.75 |$146,671.09 |$154,004.64 |$161,704.87 |$169,790.12 ($178,279.62 |$187,193.60

Bergen & Passaic
3 or more | $145,705.00 [$152,990.25 |$160,639.76 |$168,671.75 |$177,105.34 |$185,960.61 |$195,258.64 |$205,021.57 |$215,272.65

Hunterdon, Middlesex, & 1-2 Persons| $138,500.00 |$145,425.00 [$152,696.25 [$160,331.06 |$168,347.62 |$176,765.00 [$185,603.25 |$194,883.41 |$204,627.58

Somerset 3 or more | $159,275.00 |$167,238.75 [$175,600.69 |$184,380.72 |$193,599.76 |$203,279.75 [$213,443.73 [$224,115.92 | $235,321.72

Figures based on state median income ($123,500) or area median income, whichever is greater.
Number of persons in family and income is as of date of sale or transfer of house.
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