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UNOFFICIAL COPY

1. Payment of Principal, interest and Late Charge. Borrower shall pay when due the principal of, and iierest on,
the debt evidenced by the Note and late charges due under the Note.

2. Montlidy payments of Taxes, Insurance and Other Charges. Bomower shall include in cach monthly paymen,
together with the principal aind interest as set forth in the Note arnd any late charges, an installment of any (a) taxes and
special assessmeats levied or 1o b: levied against the Property, (b) leasehold paymems or ground rents on the Propeny, and
{c) premiums for insurancz requin:d by Paragraph 4.

Each monthly instaliment o items (a), (b) and (¢} shall equal one-twelfth of the annual amoums, as reasonahly
estimated by Lender, plus an anpunt sufficient to maintain an additional balance of not more than one-sixth of the
estimeted amounts. The futl ann.al amount for cach item shall be accumulated by Lender within a period ending one
month before an item would becoine delingueni. Lender shall hold the amounts collected #n trust 1o pay ilems (a). (b) and
(c} before they become delinquemt

If a* any time the tolal of th: payments held by Lender for items (a). (b) and (¢}, trgether with tie future monthly
payments for such items payable to Lender prior to the due dates of such iterns. excecds by more than one-sixth the

i amount of payments required to pay such items when duc, and if payments on the Note are current, then Lender
shall either refund the excess over one-sixth of the estimated payments or credil the excess over onc-sixih of the estiimaled

yments to subsequent payments by Bormmower, al the option of Bommower. If the 101al of the pavments made by Borrower
g;iinm {a}, (b}, or (c) is insufficient to pay the item when due, then Bormmower shall pay to Lender any zmount accessary to
make up the deficiency on or before the daie the item becomes due.

As used in this Secarity Instturnent, "Secretary” means the Secretary of Housing and Urban Development or his or her
desi . In any vear in which the Lender must pay a mortgage insurance premium 1o the Secretary, each monthly payment
shall also include cither: (i} an imstallmem of the annual mongage insurance premiun: 1o be paid by Lender to the
Secretary, or (i’ a monthly charge instead of a mortgage insurance prewvium if this Secunty Insrument is held by the
Secretary. Each iwathly installment of the morlfagc insurance premium shall be in an amoun: safficient to accumuiate the
full annual morngas< insurance premium with Lender one menth prior to the date the full annuasl maorigage insurance
premium is due to th: Secretary: or if this Security nstrument is held by the Sceretary. each monthly charge shall be in an
amount equal to one-1v2!7th of one-kalf percent of the outstanding principal balance due on the Nots,

If Borrower tends s 5+ Lender thw: full payment of il sums secured by this Secunity Instrument, Borrower's account
shall be credited with the Ccyance remigining for all ins:allments for stems (a} (h) and (c) and any moengage insurince
premium installment that LondCs has not become obligaizd to pay 10 the Secretary, and Lender shatt prompily refund any
excess funds to Borrower. Inumcataiely prior to a foreclusure sale of the Property or its acquisition by Lender, 3onvwer's
account shall be credited with aiy o2larce remaining for all instaliments for items (a), (by and (o).

3. Application of Paymeiiis. All vayments under Paragraphs | and 2 shall be applied by Lender as follows:

. to the mortgage insurand 2 p emium Lo be paid by Lender Lo the Secretary or 10 the mornthly charge by the

Secretary instead of the monthly v orgage insurance premium:

SECOND. 10 any taxes, special assessmouals, leasehold payiments or ground rents, and fire, flood and other hazard

insurance premiums, as required;

THIRD. to interest due under the Note:

EQURTH. 1o amortization of the principal f rae Note;

FEIETH. 10 late charges due under the Note.

4. Fire, Flood and Other Hazard Insurancy. 24rrower shall insure all improvetnents on tiie Property, whether now
in existence or sub ntly erected. against any ha:a ds, ce.ualties. and conttngencics, including fire. for wich Lender
requires insurance. is insurance shall be mainiained in P« cmounts and for the peniods that Lender require.. Bogrower
shall also insure all improvements on the Property, whethel now in existence or subrequenddy crected. against toss by floods
to the extent required by the Secrewary. Al insurance shail i camied with companies approved by Lender. T insurance
policies and any renewals shall be held by Lender and shall ‘aclude loss payable clavses in Tavor of, an | i a forn
acceptable to, Lender.

In the cvent of loss, Borvower shall give Lender immediate wace by mail. Lender may make pmof « 7 Joss 1if not
made promptly by Borrower. Each insurance company concerned 1s Ferliby authonzed and directed 10 make ravment for
such toss directly to Leader, insicad of 10 Borrower and to Lender jointty. (All or any pan of the insurance proc eds mayv be
ﬁlied by Lendes, at its aptica, either {2) to the reduction of the indebted icss under the Noie and this Securits Instrument,

t 1o any deiinguent amounts spplied in the order in Paragraph 3, and th/a 1o prepaymen: of principal. - .r b} 10 the
restoration or repair of the damaged property. Any application of the proceed:: to s principal shall nol extend or posipone
the due daie of the montily payments which are refermed to in Peragraph 2, or tivingse the amoumt of such payments. Any
£xCess insurance procecds over an amount roquired to pay all outstanding indebt dn :ss under the Nots and this Security
Instrument shall be paid to the entity legally entitled thereto.

In the event of foreclosure of this Security Instrament or other transfer of title 10/¢h= Propenty that extinguishes the
indebtedness, all right, title and interest of Bormower in and to inserance policies in force shall nass to the parchaser.

5. Occupancy. Preservation, Maintenance and Protection of the Property; Porrower’s Loan Application:

Borrower shall occupy, establish, and use the Property as Borrowers principal residence within sixty days
after the execution of this Security Instrument and shall continuc to occupy the Property as Borrowers p incipal residence
for a1 least one year after the date of occupancy. vnless the Secretary determines thi s reguirement wi?y sau- £ undue hardship
for Borrower, or unless extenuating circumisiances exist which are beyond Borwowers control. /dr.r iwer shall notify
Lenders of uny extenuating circumstances. Borrower shall not commit waste or Jestroyv, damage o0 20 stantially change
the Property or allow the Propesty to deteriorate, reasonable wear and tear excepied  Lender may inspect’ he Property if the
Property is vacant or abandoned or the loan is in default. Lender may take reasonable action to protect wal preserve such
vacant or ebandoned Property. Borrower shall also be in default if Borrower. during the loan application process, gove
materially false or inaccurale information or statements to Lender (or failed o provide lender with any material
inforrnation) in connection with the loan evidenced by the Note, including, but not limited to, represenlations conceming
Bormowers occupancy of the Propenly as a principal residence. If this Security Instrument is on a leaschold. Borsrower shall
compiy with the provicions of the lease. !i?ﬂormwer acquires fee title to the Propeny. the leasehold and fee title shail no-
be merged unless Lender agrees (o the merger in writing,.

6. Charges to Borrower and Protection of Lender’s Rights in the Property. Bomrower shal! pay all governmental
or municipal charges, fines and impasitons that are not included in Paragraph 2. Borower shall pay these obligations on
time directly to the cntity which is owed the payment. If failure to pay would adversely affect L=nder’s interest in the
Property, upon Lender’s reques® Bormower shall promptly fumish to Lender receipts evidencing these paymenis.

If Borrower fails 1o make thesc.payments or the payments required by Paragraph 2, or fails 10 perform any other
covenanls and agreements contained in this Sécuiity lnstrument, or there is a legal proceeding that may significantly affect
Lenders rights in the Propenty (such as a proceeding in bankruptcy, for condemnation or 10 enforce taws or regulations;,
then Lender may do and pay whatever is necessary (o protect the value of the Propeny and Lender’s rights in the Property.
including payment of taxes, hazard insurance snd other items mentioned in Paragraph 2.

Any amounis disbursed by Lender under this Paragraph shall become an additional debt of Borrower and be secured
by this Security Instrument. These amounts shall bear inlerest from the date of disbursement, at the Noie rate, and at the
option of Lender, shall be immediately due and payable.

7. Condemnation. The proceeds of any award or claim for damages, direct or conzequential. in connection with any
condemoation or oiner taking of any part of the Propeny, or for conveyance in place of condemnation, sre hereby assigned
and shall be paid to Lender to the extent of the full amount of the imdebtedness that remains unpaid undzr the Notc and this
Security Instrument. Lender shall appiy such proceeds to the reduction of the indebtedness under the Note and this Security
Instrument, first to any delinquent amounts agplied in the order provided in Paragraph 3, and then to prepayment of
principal. Any application of the proceeds (o the principal shall not extend or postpone the due date of the monthiy
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paymenis, which are referred to in Parag 2. or change the smount of such payments. Any excess proceeds aver an
“mount required 10 pay all outstanding indebtedness under the Note and this Security Instrument shall be paid 10 ifie entity
!egdigfntil]ed thereto.

Fees. Lender may collect fecs and charges autherized by the Secretary.

9. Grounds for Acceleration of Debt.
(n) Defaull. Lender may, except as limiled by regulations issued by the Secretary in the case of pzyment defaults.
require immediate payroer 1 irr full of all sums secured by this Security Instrument if:
(i) Bormrewer defaults by failing 1o pad?: in fuli any monthly payment rcquired by this Security Instrument prior
10 or on the due date « f the next monthly payment, or
(i) Bormower defaults by failing, for a period of thirty days. 1o perform any other obligations comained in this
Security Insirument.
(b} Sule Withoat Credit Approval. Lender shali, if permitted by applicable law and with the prior approval of the
Secrelary, require immedi ate payment in full of all the sums securca by this Secunty Instrument if:
{i) All or part of the . or a beneficial interest ir . trust owning all or part of the Property, is soid or
otherwise transferred (other than by devise or descent) by the Borrower, and
(ii} The Property is no occupied by the perchaser or granlee as his or her principal residence, or the parchaser
or graniee does so occupy the Property but his or her credit hus not becn approved in accordance
with the requircmenis of the Secretary.
{c) No Walver. If circumstances occur thal would permit Lender 10 require immediate payment in full, but Lender
does not require such payments, Lender does not waive its rights with respeci to subsequent events.
(d} Regul~tions of HUD Secretary. In many circumstances regulations issued by the Secretary will limit Lenders
rights. . the case of payment Jefaults, to require immediate payment in fuil and foreciose of not paid. This
Security Instrument does not authorize acceleration or foreclosure if aot permitted by regulations of the Secretary.

(e} Mortgige Tlot Insured. Borrower agrees that shou.d this Security Instrument and the note secured thereby not

be etigible fiw ipiurance under the National Housing Act within 8 MONTHS from the

date heroof, Letder may. at its option and notwithstanding anything in Paragraph 9. require immediate payment in
full of all =-ms sexared by this Security Instrument. A wriniea stalement of any authorized agan of the Secretary
dated subsequent io < MONTHE from the date hereof. declining to insure this Security
Instrumnent and the note secured thereby, shall be deemed conclusive proof of such incligibility. Notwithsianding
the foregoing, this optic= may not be exercised by Lender when the unavailability of insurance is solely due 10
Lender’s failure to remit a morgage insurance premium 1o the Secretary.

10. Reinstatement. Bommower ko4 ¢ cight to be reinstated if Lender has required immediate payment in full because
of Borrowers failure 1o pay an amound due onder the Note or this Socurity Instrument.  This sight applics even affter
foreclosure proceedings are instituted. To/reinjtate the Security Instrument, Borrower shall tender in 2 lump sum all
amounts required (e bring Bomowers account current including, to the extent they are oblipations of Borrower unc et this
Securily Instrument, foreclosure costs and reascnat le and cuslomary attomeys’ fees and expenses properly associated with
the foreclosure proceeding.  Upon reinsisement o0 Borrower, this Security Instrument and the obligations that it secures
shall remain in effect as if Lender had not requires irarediate payment in full. However. Lender is not required 1o pennit
reinstatement if: (i) Lender has accepted reinstatercia after the commenceme it of foreciosure procecdings within two
years immediately preceding the commencement of a cvrient foreclosune proceeding, (i) reinstalement will preciude
foreclosure on different grounds in the future, or (i) reint tatenent will adversely affect thz priority of the lien created by
this Security Instrurnent.

11. Borrowe' Not Relensed; Forbearance by Lender Not a Waiver. Exiensici of the time of paymemt or
modification of amortization of the sums secured by this Secuniy insrument granled by Lender 1o any successor in interest
of Borrower shall not operate to release the liability of the origing’ Parawer or Borrowers successor in interest.  Lender
shall not be required 1o commence proceedings against any successor.ndanterest or refuse 1o extend time for paymzut or
otherwise modify amortization of the sums secured by this Securily Fastrument by reaxon of any demand made by the
original Borrewer or Borrowers successors in interest.  Any forbearance 'niend2r in excrcising any right or remedy shail
not be a waiver of or preclude the exercise of any right or remedy.

11. Successors and Assigns Bouad; Joint and Several Liability; Cc-Stguers. The covenanis and agrecments of
this Security Instrumeni shall bind and benefit the successors and assigns of Lender’and Borrower, subject to the provisions
of Paragraph 95, Borrower’s covenants and agreements shall be joint and sevical. Any Borrower who co-signs this
Security Instrument but does 6t execute the Note: (a) is co-signing this Securily Instament only 10 norigage, grant and
convey that Berower's interest in the Property under the terms of this Security Instruriien’. (h) is not personally obligated 10
pay the sums secured by this Security Instrument; and (¢) agrees that Lender and any ciber Borrower may agree (o exiend,
modify, forbear or make any accommodations with regard to the lerms of this Secunt;’ Instriunent or the Note without that
Borrower s consent.

13}, Notices. Any nutice to Borrower provided for in this Security Instrument shall be given by deliv - ing it or by
mailing U1 by first class mail uniess applicable Jlaw requires use of ancther method. The notice shiall be diuected to the

Address or any other address Boower designates by notice 10 Lender.  Any notice 10 werazoshall be piven bv
first class mail 10 Lenders address stated herein or any address Lender designates by nolice 16 domower.  Any notice
pravided for in this Security Instrument shall be deemed 10 have been given 1o Bommower or Lender whop giyen as provided
in this paragragh.

14. Governing I.aw; Severability. This Sccurity Instrument shail be governed by Federal law anif wto law of the
junisdiction in which the Fropeny is localed. In the event thal any provision or clause of this Secunity Insirument or the
Note conflicts with licable law, such comflic shall not affect other provisions of this Secunty Instrument or the Noiwe
which can be given effect without the conflicting provision. To this end the provisions of this Security Instrument and the
Note are declared to be severable.

15. Borrower's Copy. Borrower shall be g ven one conformed copy of this Secunity Instrument.

14. Assignment of Renta. Borrower uncot ditionally assigns and transfers 1o Lender all the rents and revenues of the
Property. Borrower authorizes Lender or Lender : agems to collect the reats and revenues and herchy directs each tenant of
the Property io pay the rents to Lender or Lenders agents. However, prior 1o Lenders notice (0 Borrower of Bormower
breach of any covenant or sgreement in the Secunity Instrument, Borrower shall collect and receive ali rents and revenues of
the Property as trustee for the benefit of Lender and Bonower, This assignment of ren's constitutes an absolutr assignment
and not an assignment for additional security only.

If Lender gives notice of breach to Borrowenr: (a) all rents received by Borrower shali be held by Bommrower as trustee
for benefit of Lender only. to be lied to the sums secured by the Secunity Instrument: (h) Lender shall be entitled 1o
collect anc receive all of the rents of the Propenty; and (¢) each tenant of the Property shall pay all renis due and unpaid 1o

amnder or Lenders agent on Lender’s wriiten demand to the tenant.

Bomower has not exccuted any prior assigniment of the rems and has noi and will nol perform any act that would
prevent Lender from exercising its righls under this Paragizph 16.

Lender shall not be required o ¢nter upon, take control of or maintain the Property before or afier giving notice of
breach to Bormower. However. Lender or a judicially appointed receiver miy do <o al any time there is a breach. Any
application of rents shall not cure or waive any defauh or invalidate any othes right or remedy of Lender. This assipnment
of rents of the Propesty shafl terminate when the debt secured by the Securiiy I istrument is paid in full
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