and within the time period required under Sections 2.5., 2.6. or 2.7.

2.8.5. Changes in the payment plan must be acknowledged by Borrower by signing a form
containing the same information as the attached payment plan (Exhibit 1). Lender shall provide a
copy of the completed form to Borrower.

2.9. Change in Payments Due to Initial Repairs.

2.9.1. If initial repairs after closing, made in accordance with the Repair Rider, are completed
without using all of the repair set aside, Lender shall inform Borrower of the completion and the
amount then available to the Borrower to be drawn under a line of credit. This amount shall be
called an "Account.”

2.9.2. If initial repairs after closing, made in accordance with the Repair Rider, cannot be fully
funded from the repair set aside, any additional Loan Advances needed to complete repairs shall
be made in the manner provided under Section 2.16.

2.9.3. If initial repairs are not completed when required by the Repair Rider, Borrower shall not
request and Lender shall not make any further payments, except as needed to pay for repairs
required by the Repair Rider and mandatory Loan Advances under Section 4.5. In order to
complete the required repairs, Loan Advances shall be made first from the repair set aside, and
then in the manner provided under Section 2.16.

2.10. Payment of Property Charges.

2.10.1. Borrower may elect to require Lender to use Loan Advances to pay property charges
consisting of taxes, hazard insurance premiums, ground rents and special assessments if indicated
on the attached payment plan (Exhibit 1). If Borrower has elected to have Lender pay property
charges, Borrower may change this election by notifying Lender and at that time Lender shall pay
to Borrower any amounts withheld from the Loan Advances to pay property charges.

2.10.2. If Borrower has made the election under Subsection 2.10.1. and Borrower is receiving
monthly payments, Lender shall withhold amounts from each monthly payment and use the
amounts withheld to make timely payments of property charges. The amounts withheld shall be
calculated as provided in Subsection 2.10.3. Amounts withheld from monthly payments shall not

be treated as Loan Advances and shall not-bear interest except to the extent actually disbursed by
Lender.

2.10.3. Lender shall withhold from each monthly payment an ainount to pay (a) taxes and special
assessments levied or to be levied against the Property, (b) leasehold payments or ground rents -+
on the Property, and (c) premiums for fire, flood and other hazard insurance required by the
Security Instrument. Each monthly withholding for items (a), (b) and (c) shall equal one-twelfth
of the annual amounts, as reasonably estimated by Lender. The full annual amount for each item
shall be paid by Lender before an item would become delinquent. Lender shall add the amounts
for items (a), (b) and (c) to the Principal Balance when paid. If at any time the withholding for
item (a), (b), or (¢) exceeds the amount of actual property charges, Lender shall pay the excess
withholding to Borrower and add it to the Principal Balance. If the total of the withholding for
item (a), (b), or (¢) is insufficient to pay the item when due, the amount necessary to make up the
deficiency on or before the date the item becomes due shall be paid as a Loan Advance in the
manner provided under Section 2.16.

2.10.4. If Borrower has made the election under Subsection 2.10.1. and Borrower is not receiving
monthly payments, Lender shall make Loan Advances under the line of credit payment plan as

needed to make timely payments of property charges, provided that no such Loan Advance shall
exceed the amount permitted by Section 2.6.1.
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2.10.5. If Borrower fails to pay the property charges in a timely manner, and has not elected to
have Lender make the payments, Lender shall pay the property charges as a Loan Advance as
required under Section 2.16. If a pattern of missed payments occurs, Lender may establish

procedures to pay the property charges from Borrower's funds as if Borrower elected to have
Lender pay the property charges.

2.10.6. Lender shall immediately notify any Borrower who has made the election under
Subsection 2.10.1. whenever Lender determines that amounts available from monthly payments
or line of credit payments will be insufficient to pay property charges.

2.11. Insurance and Condemnation Proceeds. If insurance or condemnation proceeds are paid to
Lender, the Principal Balance shall be reduced by the amount of the proceeds not applied to restoration
or repair of the damaged Property and the available loan funds shall be recalculated. At the same time,

the Principal Limit also shall be reduced by the amount of the proceeds applied to reduce the Principal
Balance.

2.12. Interest.
2.12.1. Interest shall be calculated as provided in the Loan Documents.

2.12.2. Interest shall accrue daily and be added to the Principal Balance as a Loan Advance at the
end of each month.

2.13. Mortgage Insurance Premium (MIP); Monthly Charge.

2.13.1. Monthly MIP shall be calculated as provided in 24 CFR Part 206. If the Security
Instrument is held by the Secretary or if the Secretary makes Loan Advances secured by the

Second Security Instrument, a monthly charge shall be due to the Secretary and shall be
calculated in the same manner as MIP.

2.13.2. The full amount of monthly MIP or monthly charge, including any portion of the MIP
retained by a Lender under 24 CFR 206.109, shall be considered to be a Loan Advance to
Borrower on the later of the first day of the month or the day Lender pays the MIP to the
Secretary, if any MIP is due to the Secretary. In the event that the Note becomes due and payable
or the Note is prepaid in full after the first day of the month, Lender may add the accrued MIP to

the Principal Balance or the Secretary may add the accrued monthly charge to the Principal
Balance.

2.14. Manner of Payment. For purposes of this Section "Borrower" shall not include any person who
signed this Loan Agreement but who has a Principal Residence different from the Property. Only a
Borrower has a right to receive Loan Advances. Borrowers shall choose to receive Loan Advances by
either electronic funds transfer to a bank account designated by all Borrowers or by check mailed to an
address designated by all Borrowers, except where all Borrowers agree that payment should be made

directly to a third party for the benefit of the Borrowers. Borrowers may change the manner of payment
by notifying Lender.

2.15. Protection of Property.
2.15.1. If Borrower vacates or abandons the Property, or if Borrower is in default under the

Security Instrument, then Lender may make reasonable expenditures to protect and preserve the

Property and these expenditures will be considered Loan Advances as required under Section
2.16.

2.15.2. If Borrower fails to pay governmental or municipal charees, fines or impositions that are
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