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HOME EQUITY CONVERSION LOAN AGREEMENT

FHA Case Number:
LOAN NO.: -

This agreement is made on among ("Borrower") and the Lender
("Lender") and the Secretary of Housing and Urban Development ("Secretary").

Article t - Definitions

1.1. "Expected Average Mortgage Interest Rate" means the amount indicated on the attached payment
plan (Exhibit I). It is a constant interest rate used to calculate monthly payments to the Borrower
throughout the life of the loan.

1.2. "I.oan Advances" means all funds advanced from or charged to Borrower's account under conditions
set forth in this Loan Agreement, whether or not actually paid to Borrower.

"Loan Documents" means the Note. Second Note, Security Instrument and Second Security
Instrument.

1.3.

1.4. "Maximum Claim Amount" means the lesser of the appraised value of the Property or the maximum
dollar amount for an area established by the Secretary for a one-family residence under Section 203(b
)(2) of the National Housin& Act (as adjusted where applicable under Section214 of the National
I lousing Act). Both the appmlsed value and the maximum dollar amount for the area shall be as of the
datc the conditional commitment is issued. Closing costs shaH not be taken into account in determining
appraised value.

"Note" means the promissory note signed by Borrower together with this Loan Agreement and given to
Lender to evidence Borrower's promise to repay, with interest, Loan Advances by Lender or Lender's
assignees.

"Principa"t or "Principal Balance" means the sum of all Loan Advances made as of a particular datc,
ine/uding interest and mortgage insurance premiums.

"Principal Limit" means the amount indicated on the attached paymcnt plan (Exhibit I) when this
Loan Agreement is executed. and increases each month for the lile of the loan at a rate equal to onc-
twelfth of the Mortgage Interest Rate in effect at that time, plus one-tweltlh of one-half percent per
annum. The Principal Limit is calculated using factors provided by the Secretary, which take into
account the age of the youngest Borrower. the Mortgage Interest Rate, and the Maximum Claim
Amount.

"Principal Residence" means the dwelling where the Borrower maintains his or her permanent place of
abode. and typically spends the majority of the calendar year. A person may have only one principal
residence at anyone time. The Propelty shall be considered to be the Principal Residence of any
Borrower who is temporarily or permanently in a health care institution as long as the Property is the
Principal Residence of at Icast one other Borrower who is not in a health care institution.

"Property" means Borrower's property identified in the Security Instrument.

1.10, "Second Note" means the promissory note signed by Borrower together with this Loan Agreement and
given to the Secretary to cvidence Borrower's promise to repay. with interest, Loan Advances by the
Secretary secured by the Second Security Instrument.

1.11. "Second Security Instrument" means the mortgage. deed of trust, security deed or other security
instrument which is signed by Borrower together with this Loan Agreement and which secures the
Second Note.

1.12. "Security Instrument" means the mortgage, deed of trust, security deed or other security instrument
which is signed by Borrower togcther with this Loan Agreement and which secures the Note.

2.1.

Article 2 - Loan Advance.~

General. Lcnder agrees to make Loan Advances under the conditions set forth in this Loan
Agreement in consideration of the Note and Security Instrument given by Borrower on the same
date as this Loan Agreement.

2.2. Initial Adval1ce..,.

2.2.1. Loan Advances shat! be used b)! Lender to pay. or reimburse Borrower for, closing costs
listed in the Schedule of Closing Costs (Exhibit 2) attached to and made a part of this
Loan Agreement. provided that Loan Advances will only be used to pay origination fees
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in an amount not exceeding the greater of $2,000 or 2 percent of the maximum claim
amount, nor shall the Lender charge the Borrower an origination fee in excess of thisamount.

2.2.2. Loan Advances shall be used by Lender to discharge the liens on the Property listed in
the Schedule of Liens (Exhibit 2) attached to and made a part of this Loan Agreement.

2.2.3. Lender shall pay an initial Loan Advance to Borrower in the amount indicated on the
attached payment plan (Exhibit 1).

2.2.4. Initial advances required by this Section 2.2. shall be made as soon as such advances are
permitted by the applicable provisionsof 12 CFR Part 226 (Truth in Lending) governing
Borrower's right of rescission, but not before that time.

2.3 Set Asides.

2.3.1. Amounts set aside from the Principal Limit shall be considered Loan Advances to the
extent actually disbursed or earned by Lender.

2.3.2. Lender shall initially set aside from the Principal Limit the amount indicated on the
attached payment plan (Exhibit 1) for repairs to be made in accordance with a Repair
Rider attachedto and madea part of this Loan Agreement(Exhibit 3).

2.3.3. Lender shan initially set aside from the Principal Limit the amount indicated on the
attached payment plan (Exhibit 1) to be applied to payments due for first year property
charges consistingof taxes, hazard insurance,ground rents and assessments.

2.4.

2.3.4. Lender shall initially set aside from the Principal Limit the amount indicated on the
attached payment plan (Exhibit I) to be applied to payment due for a fixed monthly
charge for servicing activities of Lender or its servicer. Such servicing activities are
necessary to protect Lender's interest in the Property. A servicing fee set aside, if any, is
not available to the Borrower for any purpose, except to pay for loan servicing.

Chal1!es and Fees. Borrower shall pay to Lender reasonable and customary charges and fees as
permitted under 24 CFR 206.207(a). Such amounts shall be considered Loan Advances when
actually disbursed by Lender.

2.5. Monthlv Payments.

2.5.1. Loan Advances paid directly to the Borrower shall be made in equal monthly payments if
requested by Borrower.

2.5.2 Monthly payments shall be calculated for either the term payment plan or the tenure
payment plan, as requestedby Borrower.

2.5.3. Monthly payments under the term payment plan are made only during a term chosen by
the Borrower and shall be calculated so that the sum of (i) or (ii) added to (iii), (iv), (v)
and (vi) shall be equal to or less than the PrincipalLimit at the end ofthe term:

(i) Initial Advances under Section 2.2., plus any initial servicing fee set aside under
Subsection 2.3.4., or

(ii) The Principal Balance at the time of a change in payments under Section 2.8 and
2.9 plus any remaining servicing fee set aside under Subsection 2.3.4., and

(iil) The portion of the Principal Limit set aside as a line of credit under Section 2.7.,
including any set asides for repairs (Subsection 2.3.2.) and first year property
charges (Subsection 2.3.3.), and

All monthly payments due through the payment term, including funds withheld
for payment of property charges under Section 2.10., and

(iv)

(v) All mortgages insurance premiums, which are due through the payment term
(Subsection 2.13.), and
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(vi) All interest through the payment term. The Expected Average Mortgage Interest
Rate shall be used for this purpose.

2.5.4. Monthly payments under the tenure payment plan shall be calculated as in Subsection
2.5.3. as if there were a payment term with the numberof months in the term equal to the
sum of 100minus the age of the youngest Borrowermultipliedby 12,but payments shall
continue until the loan becomesdue and payable as provided in the Loan Documents.

2.5.5. Monthly paymentsshall be paid to Borroweron the first businessday of a month.

2.5.6. If Borrower has requestedmonthlypayments,paymentsshall be indicatedon the attached
payment plan (Exhibit I). The payment plan may be changedby Borrower as provided in
Section2.8. and 2.9.

2.6. Line of Credit Without Monthly Payments.

2.6.1. Borrower can request Loan Advances under a line of credit payment plan in amounts and
at times determined by the Borrower, if the Principal Balance of the loan after the Loan
Advances is made less than or equal to the applicable Principal Limit, excluding any
portion of the Principal Limit set aside under Sections 2.3.2. or 2.3.4. The line of credit
amount increases at the same rate as the total Principal Limit increases under Section 1.7.

2.6.2. Line of credit payments shall be paid to Borrower within five (5) business days after the
Lender has received a written request for payment by Borrower.

2.6.3. Lender may specifya form for line of credit requests.

2.6.4. Lender shall provide Borrower with a statement of the account every time a line of credit
payment is made. The statement shall include the current interest rate, the previous
Principal Balance, the amount of the current Loan Advance, the current Principal Balance
after the Loan Advance, and the current Principal Limit.

2.7 Line of Credit with Monthly Payments.

2.7.1. A Borrower may receive monthly payments under either a term or tenure payment plan
combined with a line of credit, as indicatedon the attachedpaymentplan (Exhibit I).

2.7.2. Subsections2.6.2, 2.6.3, and 2.6.4 apply to a line of credit combined with term or tenure
payments.

2.7.3. If Borrower combines a line of credit with a term or tenure payment plan, the Principal
Limit is divided into: (a) an amount for the line of credit payments, including repair and
property charge set asides, (b) an amount for monthly payments which shall be calculated
under Subsection 2.5.3. or 2.5.4. and (c) an amount for a servicing fee set aside. if
required by Lender under Subsection 2.3.4. Amounts designated for line of credit
payments and monthly payments increase independently at the same rate as the total
Principle Limit increase under Section 1.7. Borrower can request Loan Advances in
amounts and at times determined by BotTower, if the requested amount is less than or
equal to the difference between (a) the Principal Limit applicable to the line of credit set
aside and (b) the portion of the outstanding Principal Balance attributable to draws on the
line of credit, including accrued interest and mortgage insurance premium or monthly
charge due to the Secretary. but excluding any portion of the Principal Limit set aside
under Subsection 2.3.2. and 2.3.4.

2.7.4. A Borrowerreceivingmonthly payments in combinationwith a line of credit may prepay
the outstandingmortgagebalance in accordancewith the terms of the Note.

2.8. Chani!e in Payments Generallv.

2.8." Whenever the Principal Balance of the loan is less than the Principal Limit, Borrower
may change from any payment plan allowable under this Loan Agreement to another.
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