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Bl gL DEED OF TRUST

IMIN 100080100010864410 |

THIS DEED OF TRUST (*‘Security Instrument’") is made on NOVEMBER 2, 2001. The grantor is
JOSEPH M ARCTIN AND STEPHANIE AROTIN, HUSBAND"AND-‘WIFE AS JOINT TENANTS

{*“Borrower’’).
The (rustee is ISALND TITLE

b - (““Trustee™),
The beneficiary is Mortgage Electronic Registration Systems, Inc. (‘“MERS™) (solely as nonunee for Lender, as
hereinafter defined, and Lender’s successors and assigns). MERS is organized and-existing under the laws of
Delaware, and has an address and telephone number of PO Box 2026, Flint, MI 48501:2026, tel (888) 579-MERS.
NOVASTAR HOME MORTGAGE, INC.,

) ’ (s :Lenders 9)
is organized and existing under the laws of g '
and has an address of 3325 SMOKEY POINT DRIVE SUITE 204, ARLINGTOR, WA 98223 L

Borrower owes Lender the principal sum of ##*%****+*ONE HUNDRED FORTY THREE T&bdémﬁ"- ONE

HUNDRED TWENTY AND NO/I1QQ**dtdhhkhstdhkdekhhhhbhhbhhhhhhrrhhrrrdhrsrstr Doflars’ -
(U.S. $143,120,00 ). This debt is evidenced by Borrower’s note dated the same date as this Security:

Instrument (* ‘Note’"), which provides for monthly payments, with the full debt, if not paid earlier, due and payable -

on NOVEMBER 1, 2031.

Instrument; and (c) the performance of Borrower’s covenants and agreements under this Security Instru?ent and’
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This Security Instrument secures to Lender: (a) the repayment : -
of the debt evidenced by the Note, with interest, and all renewals, extenstons and modifications of the Note; (b) the .~ -
payment of all other sums, with interest, advanced under paragraph 7 to protect the security of this Security .~
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P LOAN #: 01-086441
the Note. For this purpose, Borrower irrevocably grants and conveys to Trustee, in trust, with power of sale, the
r.followmg described property located in =~ SKAGIT County, Washington:

# LOT ‘32, PLAT OF EASMONT, ACCORDING TO THE PLAT THEREOF, RECORDED IN
' _r.r“:VOLU'ME 15 OF PLATS, PAGE 199 THROUGH 201, RECORDS OF SKAGIT COUNTY,

WASHINGTON.
AP #: 4637-000-032-0001

which has the address of. ”‘:"3_20 SOUTH 28TH STREET, MOUNT VERNON,
N [Street, City],
Washington 98274 (“‘Property Address’’);
: [le Code]

TOGETHER WITH all the improvements now or hereafter erected on the property, and all casements,
appurtenances, and fixtures now or hiereafter a part of the property. All replacements and additions shall also be
covered by this Security Instrament. All of the foregoing is referred to in this Security Instrument as the *“Property.””
Borrower understands and agrees that MERS holds only legal title to the interests granted by Borrower in this
Security Instrument; but, if nécéssary to cornply with law or custom, MERS (as nominee for Lender and Lender’s
successors and assigns) has the right: to exercise any or all of those interests, including, but not limited to, the right
to foreclose and sell the Property; dad to take any action required of Lender including, but not limited to, releasing
or canceling this Security Instrument

BORROWER COVENANTS that Borrower is lawfu]lv seised of the estate hereby conveyed and has the right
to grant and convey the Property and that thic Property is unencumbered, except for encumbrances of record.
Borrower warrants and will defend generaIIy the tltlB to the Property against all claims and demands, subject to
any encumbrances of record. : .

THIS SECURITY INSTRUMENT corr;bi'rles-ﬁrrjfbnn covenants for national use and non-uniform covenants
with limited variations by jurisdiction to constitute' a uniform security instrument covering real property.

UNIFORM COVENANTS. Borrower and Lender covenant and agree as follows:

1. Paymentof Principal and Interest; Prepayment and Late Charges. Borrower shall promptly pay when
due the principal of and interest on the debt evidenced by the Note and any prepayment and late charges due under
the Note.

2. Funds for Taxes and Insurance. Subject to apphcable Iaw or 1o a writlen waiver by Lender, Borrower
shall pay to Lender on the day monthly payments are due under the Note, until the Note is paid in full, a sum
{““Funds™) for: (a) yearly taxes and assessments which may attain priority-over this Security Instrument as a lien
on the Property; (b} yearly leasehold payments or ground rents onthe Preperty,if any; () yearly hazard or property
insurance premiums; (d) yearly flood insurance premlums ifany; (€) yearly mortgage insurance prermums ifany;
and (f) any sums payable by Borrower to Lender, in accordance with the provisions of paragraph 8, in lien of the
paymentof mortgage insurance premiums. These items are called * “Escrow [téms. ”” Lender may, at any time, collect
and hold Funds in an amount not to exceed the maximum amount a lender for afederally related mortgage loan
may require for Borrower’s escrow account under the federal Real Estate Settlement Procedures Act of 1974 as
amended fromtimetotime, 12 U.S.C. Section 2601 efseq. (*‘RESPA’*), unless anothet.law that applies tothe Funds
sets a lesser amount, Ifso, Lender may, at any time, collect and hold Funds in an amount not to exceed the lesser
amount. Lender may estimate the amount of Funds due on the basis of current data and, reasonable estimates of
expenditures of future Escrow Items or otherwise in accordance with applicable law. -

The Funds shall be held in an institution whose deposrts are insured by a féderal agency, instrumentality, or
entity (including Lender, if Lender is such an institution) or in any Federal Home Loan Bank. ‘Lender shail apply
the Funds to pay the Escrow ltems. Lender may not charge Borrower for holding and applying the Funds, annually
analyzing the escrow account, or verifying the Escrow ltems, unless Lender pays Borrower interést on the Funds
and applicable law permits Lender to make such a charge. However, Lender may require Borrower to pay a one-
time charge for an independent real estate tax reporting service used by Lender in connectionwith this loan, unless
applicable law provides otherwise. Unless an agreement is made or applicable law requires intérest to.be paid,
Lender shall not be required to pay Borrower any interest or earnings on the Funds. Borroweér and Lendermay agree
in writing, however, that interest shall be paid on the Funds. Lender shall give to Borrower, withoit.charge, an
annual accounting of the Funds, showing credits and debits to the Funds and the purpose for which-each debit to
the Funds was made. The Funds are pledged as additional security for all sums secured by this Security Instrument.

If the Funds held by Lender exceed the amounts permitted to be held by applicable law, Lender shall account
to Borrower for the excess Funds in accordance with the requirements of applicable law, If the amoint of the Funds
held by Lender at any time is not sufficient to pay the Escrow Items when due, Lender may so notify Borrower in-" .
writing, and, in such case Borrower shall pay to Lender the amount necessary to make up the deficiency. Borrower:.-- g
shall make up the deﬁcrency in no more than twelve monthly payments, at Lender’s sole discretion. - : i

Upon payment in full of all sums secured by this Security Instrument, Lender shall promptly refandto Borrower ;o
any Funds held by Lender. If, under paragraph 21, Lender shall acquire or sell the Property, Lender, priof 1o the

acquisition or sale of the Property, shall apply any Funds held by Lender at the time of acquisition or sale as a credlt e

against the sums secured by this Security Instrument.
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3.~ Application of Payments, Unless applicable law provides otherwise, all payments received by Lender
kunder paragraphs 1 and 2 shall be applied: first, to any prepayment charges due under the Note; second, to amounts
<" payable under paragraph 2, third, to interest due; fourth, to principal due; and last, to any latc charges due under

Charges; Liens. Borrower shall pay all taxes, assessments, charges, fines and impositions attributable
t0 the Property which may attain priority over this Security Instrument, and leasehold payments or ground rents,
if any. Borrower'shall pay these obligations in the manner provided in paragraph 2, or if not paid in that manner,
Borrower shall pay them on time directly to the person owed payment. Borrower shall promptly furnish to Lender
all notices of amounts to be paid under this paragraph. If Borrower makes these payments directly, Borrower shall
promptly furnish to Lender receipts evidencing the payments.

Borrower shall prornptly discharge any lien which has priority over this Security Instrument unless Borrower:
(a) agrees irf ‘writing to the payment of the obligation secured by the lien in a manner acceptable to Lender; (b)
contests in good faith the'lien by, or defends against enforcement of the lien in, legal proceedings which in the
Lender’s opinion operate tg prevent the enforcement of the lien; or (c) secures from the holder of the licn an
agreement satisfactory to Lender subordinating the lien to this Security Instrument. If Lender determines that any
part of the Property is siibject to a lien which may attain priority over this Security Instrument, Lender may give
Borrower a notice idéntifying the lien. Borrower shall satisfy the lien or take one or more of the actions set forth
above within 10 days of the-giving of notice.

5. Hazard or Property Insurance. Borrower shall keep the 1mprovements now existing or hereafter erected
on the Property insured against loss by fire, hazards included within the term “*extended coverage’” and any other
hazards, including floods ot ﬂoodmg, for which Lender requires insurance. This insurance shall be maintained in
the amounts and for the peneds that Liender requires. The insurance carrier providing the insurance shall be chosen
by Borrower subject to Lender’s approval which shall not be unreasonably withheld. If Borrower fails to maintain
coverage described above, Lender may, af Lender soption, obtain coverage to protect Lender’s rights in the Property
in accordance with paragraph 7: ,

Allinsurance policies and renewals shall be acceptable to Lender and shall include a standard mortgage clause.
Lender shall have the right to hold the. policies and renewals. If Lender requires, Borrower shall promptly give to
Lender all receipts of paid premiums and renewal-notices. In the event of loss, Borrower shall give prompt notice
to the insurance carrier and Lender.-Lender ma} ‘make proof of loss if not made promptly by Borrower.

Unless Lender and Borrower otherwise agrecin wnung, insurance proceeds shall be applied to restoration or
repair of the Property damaged, if the restoration-or repair is economically feasible and Lender’s security is not
lessened. If the restoration or repair is not econormcally feasible or Lender’s security would be lessened, the
insurance proceeds shall be applied to the sums secured by this Security Instrument, whether or not then due, with
any excess paid to Borrower, If Borrower abandon’s the Property, or does not answer within 30 days a notice from
Lender that the insurance carrier has offered 0 settle a claim, then Lender may collect the insurance proceeds.
Lender may use the proceeds to repair or restore the Property or to pay sums secured by this Security Instrument,
whether or not then due. The 30-day period will begin when the potice is given.

Unless Lender and Borrower otherwise agree in writing, any application of proceeds to principal shall not
extend or postpone the due date of the monthly payments referred to in paragraphs 1 and 2 or change the amount
of the payments. If under paragraph 21 the Property is acqulred by Lender Borrower’s right to any insurance
policies and proceeds resulting from damage to the Property prior to the acquisition shall pass to Lender tothe extent
of the sums secured by this Security Instrument immediately prior to'the acquisition.

6. Occupancy,Preservation, Maintenance and Protéction ofthe Property; Borrower’s Loan Application;
Leaseholds. Borrower shall occupy, establish, and use the Property as Borrower's principal residence within sixty
days after the execution of this Security Instrument and shall continue to'occupy the Propeny as Borrower’s
principal residence for at least one year afier the date of occupancy, unless Lender otherwise agrees inwriting, which
consent shall not be unreasonably withheld, or unless extenuating circumstances exist which are beyond Borrower’s
control. Borrower shall not destroy, damage or impair the Property; allow the Property to deteriorate, or commit
waste on the Property. Borrower shall be in default if any forfeiture actionor progeeding, whether civil or criminal,
isbegun that in Lender’s good faith judgment could result in forfeiture of the Property oz otherwise materially impair
the lien created by this Security Instrument or Lender’s security interest. Borrower may cure such a defauit and
reinstate, as provided in paragraph 18, by causing the action or proceeding to be dismissed with a ruling that, in
Lender’s good faith determination, precludes forfeiture of the Borrower’s interest in the Property or other material
impairment of the lien created by this Security Instrument or Lender’s security interest. Borrower shall also be in
default if Borrower, during the loan application process, gave materially fals¢’ or inaccurate information or
statements to Lender (or failed to provide Lender with any material information).in consiection with the loan
evidenced by the Note, including, but not limited to, representations concerning. Borrower’s occupancy of the
Property as a principal residence. If this Secunty Instrument is on a leasehold, Borrower shall comp[y with all the
provisions of the lease. If Borrower acqulres fee title to the Property, the leasehold and the fee tlt]e shall not merge
unless Lender agrees to the merger in wrltmg

7. Protection of Lender’s Rights in the Property. If Borrower fails to perform the covenants and
agreements contained in this Security Instrument, or there is a legal proceeding that mdy significanily affect
Lender’s rights in the Property (such as a proceeding in bankruptcy, probate, for condemnation ef forfeiture or to
enforce laws or regulations), then Lender may do and pay for whatever is necessary 1o protect-the Value of the
Property and Lender’s rights in the Property. Lender’s actions may include paying any sums secured by alien which
has priority over this Security Instrument, appearing in court, paying reasonable attorneys’ fees and eniering on the
Property to make repairs. Although Lender may take action under this paragraph 7, Lender does not have to do so. ..

Any amounts disbursed by Lender under this paragraph 7 shall become additional debt of Borrower securéd. -
by this Security Instrument. Unless Borrower and Lender agree to other terms of payment, these amountsshaltbear ¢
interest from the date of disbursement at the Note rate and shall be payable, with interest, upon notice from Lender
to Borrower requesting payment.

8. Mortgage Insurance. If Lender required mortgage insurance as a condition of making the loan secured L

bythis Security Instrument, Borrower shall pay the premiums required to maintain the mortgage msgnce in effect:”
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| for any reason, the mortgage insurance coverage required by Lender lapses or ceases to be in effect, Borrower

_&.shall pay the premiums required to obtain coverage substantially equivalent to the mortgage insurance previously
“ i’ ¢ffect, at a cost substantially equivalent to the cost to Borrower of the mortgage insurance prevrously in effect,

- “:from ap‘aliernate mortgage insurer approved by Lender. If substantially equivalent mortgage insurance coverage

is not available, Borrower shall pay to Lender each month a sum equal to one-twelfth of the yearly mortgage
insurance premium being paid by Borrower when the insurance coverage lapsed or ceased to be in effect. Lender
will ageept:-use and retain these payments as a loss reserve in licu of mortgage insurance. Loss reserve payments
may no longer be required, atthe option of Lender, if mortgage insurance coverage (in the amount and for the period
that Lender requrres) provided by an insurer approved by Lender again becomes available and is obtained. Borrower
shall‘pay the premiums reqmred to maintain mortgage insurance in effect, or to provide a loss resetve, until the
requirement for mortgage insurance ends in accordance with any written agreement between Borrower and Lender
or applicable law. . "

9. Inspectmn. Lender ot ils agent may make reasonable entries upon and inspections of the Property. Lender
shall give Borrower notice at the time of or prior to an inspection specifying reasonable cause for the inspection.

10. Condemnation. The proceeds of any award or claim for damages, direct of consequential, in connection
with any condemnation or 6ther taking of any part of the Property, or for conveyance in lieu of condemnation, are
hereby assigned and shall:be paid to Lender.

In the cvent of-a total ‘taking of the Property, the proceeds shall be applied to the sums secured by this Security
Instrument, whetheror notthen due, with any excess paid to Borrower. Inthe event of a partial taking of the Property
in which the fair market valueof the Property immediately before the taking is equal to or greater than the amount
of the sums secured by this Security Instrument immediately before the taking, unless Borrower and Lender
otherwise agree in writing, the‘sums secured by this Security Instrument shall be reduced by the amount of the
proceeds multiplied by the following fractu:m (a) the total amount of the sums secured immediately before the
taking, divided by (b) the fair market value of the Property immediately before the taking. Any balance shall be
paid to Borrower. In the cvent of a partial taking of the Property in which the fair market value of the Property
immediately before the taking is less than-the-amount of the sums secured immediately before the taking, unless
Borrower and Lender otherwise agree in wtiting or unless applicable law otherwise provides, the proceeds shall
be applied to the sums secured by this Seécurity Instrument whether or not the sums are then due.

If the Property is abandoned by Borrower, or.if, after notice by Lender to Borrower that the condemnor offers
to make an award or settle a claim for damages, Borrower fails to respond to Lender within 30 days after the date
the notice is given, Lender is authorized to collect and apply the proceeds, at its option, either to restoration or repair
of the Property or to the sums secured by this S.écurity-’histrumem, whether or not then due.

Unless Lender and Borrower otherwise agree in writing, any application of proceeds (o principal shall not
extend or postpone the due date of the monthly payments referred to in paragraphs 1 and 2 or change the amount
of such payments.

11. Borrower Not Released; Forbearance B} Lender Not a Waiver. Extension of the time for payment or
modification of amortization of the sums secured by this Security Instrument granted by Lender to any successor
in interest of Borrower shall not operate to release the liability of the original Borrower or Borrower’s successors
in interest. Lender shall not be required to commence proceedings against any successor in interest or refuse to
extend time for payment or otherwise modify amortization of thé sums.seécured by this Security Instrument by reasen
of any demand made by the original Borrower or Borrower’s successors in interest. Any forbearance by Lender in
exercising any right or remedy shall not be a waiver of or:preclude the exercise of any right or remedy.

12, Successors and Assigns Bound; Joint and Several Liability; Co-signers. The covenantsand agreements
of this Security Instrument shall bind and benefit the successors and asgigns of Lender and Borrower, subject to
the provisions of paragraph 17. Borrower’s covenants and agreements shall be joint and several. Any Borrower
who ¢o-signs this Security Instrument but does not execute the Noté: {a} is co-signing this Security Instrument only
to mortgage, grant and convey that Borrower s interest in the Property under the terms of this Security Instrument;
(b) is not personally obligated to pay the sums secured by this Security Instniment;and (c) agrees that Lender and
any other Borrower may agree to extend, modify, forbear or make any accommodauons with regard to the terms
of this Security Instrument or the Note without that Borrower’s consent. ;

13. Loan Charges. If the loan secured by this Security Instrument ig subject to'a; law which sets maximum
loan charges, and that law is finally interpreted so that the interest or other foan charges collected or to be collected
in connection with the loan exceed the permitted limits, then: (a) any such-loan charge shall be reduced by the
amount necessary to reduce the charge to the permitted limit; and (b) any sums already collected from Borrower
which exceeded permitted limits will be refunded to Borrower, Lender may choose o make thistefund by reducing
the principal owed under the Note or by making a direct payment to Borrower. If a refund- reduces principal, the
reduction will be treated as a partial prepayment without any prepayment charge urider the Note

14. Notices. Any notice to Borrower provided for in this Security Instrument shall be given by delivering it
or by mailing it by first class mail unless applicable law requires use of another method. The notice shall be directed
to the Property Address or any other address Borrower designates by notice to Lender. Any.notice to.Lender shall
be given by first class mail to Lender’s address stated herein or any other address Lender deéigh.*ités by notice to
Borrower. Any notice provided for in this Security Instrument shall be deemed to have been gwen to Borrower or
Lender when given as provided in this paragraph.

15. Govermng Law; Severability. This Security Instrument shall be governed by federallaw and the law of
the jurisdiction in which the Property is located. In the event that any provision or clause of this Security, Instrumerit
or the Note conflicts with apphcable law, such conflict shall not affect other provisions of this Security Instramernit
or the Note which can be given effect w:lthout the conflicting provision. To this end the provisions of tlus Secunty-
Instrument and the Noie are declared to be severable. o i

16. Borrower’s Copy. Borrower shall be given one conformed copy of the Note and of tlus Secunty'
Instrument. B

17. Transfer of the Property or a Beneficial Interest in Borrower, If all or any part of the Property or a.ny &

interest in it is sold or transferred (or if a beneficial interest in Borrower is sold or transferred and Borrower is not .~ '
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m fiill-of all sums secured by this Security Instrument. However, this option shall not be exercised by Lender if
_\.exercrse is prohlbﬂs:d by federal law as of the date of this Security Instrument.

If Lender exercises this option, Lender shall give Borrower notice of acceleration. The notice shall provide a
. '”penod of not less than 30 days from the date the notice is delivered or mailed within which Borrower must pay all
sumssectired by this Security Instrument. If Borrower fails to pay these sums prior to the expiration of this period,
Lehder rnay mvoke any remedies permitted by this Security Instrument without further notice or demand on
Borrower

18, Borrower s Right to Reinstate. If Borrower meets certain conditions, Borrower shall have the right to
have enforcement:of this Security Instrument discontinued at any time prior to the carlier of: (a) 5 days (or such
other period as apphcable law may specify for reinstatement) before sale of the Property pursuant to any powet of
sale contained in this Security Instrument; or (b) entry of a judgment enforcing this Security Instrument. Those
conditions are that Barrower: (a) pays Lender all sums which then would be due under this Security Instrament
and the Note as if no.acceleration had occurred; (b) cures any default of any other covenants or agreements; (c) pays
all expensesincurred in enforcing this Security Instrument, 1nc1udmg, but not limited to, reasonable attorneys’ fees;
and (d) takes such dction-as Lender may reasonably require to assure that the lien of this Security Instrument,
Lender’s rights in the Property and Borrower’s obligation to pay the sums secured by this Security Instrument shall
continue unchanged Upon reinstatement by Borrower, this Security Instrument and the obligations secured hereby
shall remain fully‘effécttve as if no acceleration had occurred. However, this right to reinstate shall not apply in
the case of acceleration under paragraph 17.

19. Sale of Note; Change of Loan Servicer. The Note or a partial interest in the Note (together with this
Secunty Instrument) may beé sotd one'or.more times without prior notice to Borrower. A sale may result in a change
in the entity (known as the “*Loan Servicér’") that collects monthly payments due under the Note and this Security
Instrument. There also may bé orie or more changes of the Loan Servicer unrelated (o a sale of the Note. If there
is a change of the Loan Servicer, Borrower will be given written notice of the change in accordance with paragraph
14 above and applicable law. The notice will state the name and address of the new Loan Servicer and the address
to which payments should be mad¢. The netice will also contain any other information required by applicable law.

20, Hazardous Substances, Borrower'shall not cause or permit the presence, use, disposal, storage, or release
of any Hazardous Substances on or in the Property. Borrower shall not do, nor allow anyone else to do, anything
affecting the Property that isin wolation of arly Environmental Law. The preceding two sentences shall not apply
to the presence, use, or storage on the Property of small quantities of Hazardous Substances that are generally
recognized to be appropriate to normal residential uses and to maintenance of the Property.

Borrower shall promptly give Lender writtennotice dfany investigation, claim, demand, lawsuit or other action
by any governmental or regulatory agency or private party involving the Property and any Hazardous Substance
or Environmental Law of which Borrower-has-actual knowledge. If Borrower learns, or is notified by any
governmental or regulatory authority, that any removal or other remediation of any Hazardous Substance affecting
the Property is necessary, Borrower shall promptly take all necessary remedial actions in accordance with
Environmental Law.

As used in this paragraph 20, *‘Hazardous Substances” are those substances defined as toxic or hazardous
substances by Environmental Law and the following substances::gasoline, kerosene, other flammable or toxic
petroleumproducts, toxic pesticides and herbicides, volatile solvents, materials contammg asbestos or formaldehyde,
and radioactive materials. As used in this paragraph 20: ‘‘Environmental Law’* means federal laws and laws of
the jurisdiction where the Property is located that relate {0 health, safety or environmental protection.

NON-UNIFORM COVENANTS. Borrower and Lender furthei covenant and agree as follows:

21, Acceleration; Remedies. Lender shall give notice {6 Borrowér:prior to acceleration following
Borrower’s breach of any covenant or agreement in this Security Instrument (but not prior to acceleration
under paragraph 17 unless applicable law provides otherwise), The notice shall specify: (a) the default; (b)
the action required to cure the default; (c) a date, not less than 30 days from-the date the notice is given to
Borrower, by which the default must be cured; and (d) that failuré to cure the-default on or before the date
specified in the notice may result in acceleration of the sums secured by this Security Instrument and sale
of the Property at public auction at a date not less than 120 days in the future. The-notice shall farther inform
Borrower of the right to reinstate after acceleration, the right to bring a court action to assert the non-
existence of a default or any other defense of Borrower to acceleration and sale; and any other matters
required tobe included in the notice by applicable law. If the default is not cured on‘or-before the date specified
in the notice, Lender, at its option, may require immediate payment in full of all sums secured by this Security
Instrument without further demand and may invoke the power of sale and any other remedies permitted by
apphcable law. Lender shall be entitled to collect alt expenses incurred in pursumg ‘the remedies provided
in this paragraph 21, including, but not limited to, reasonable attorneys’ fees and costs of title evidence.

If Lender invokes the power of sale, Lender shall give written notice to Trustee of the oceurrence of an
event of default and of Lender’s election to cause the Property to be sold. Trustee and Lender shall take such
action regarding notice of sale and shall give such notices to Borrower and to other persons as "sipphcable law
may require, After the time required by applicable law and after publication of the notice.of sale, Trustee,
without demand on Borrower, shall sell the Property at publlc auction to the highest bldder at-the time and
place and under the terms designated in the notice of sale in one or more parcels and in any order Trustee
deterntines, Trustee may postpone sale of the Property for a period or periods permitted by apphcahle law

by public announcement at the time and place fixed in the notice of sale. Lender or its designee may purchase _

the Property at any sale.

Trustee shall deliver to the purchaser Trustee’s deed conveying the Property without any covenant or j.:
warranty, expressed or implied. The recitals in the Trustee’s deed shall be prima facie evidence of the fruth

of the statements made therein. Trustee shall apply the proceeds of the sale in the following order: (a) to all

expenses of the sale, including, but not fimited to, reasonable Trustee’s and attorneys’ fees; (b) to all sums - i
secured by this Securlty Instrument; and (c) any excess to the person or persons legally entitled to 15 or to

the clerk of the superior court of the county in which the sale took place.
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22, Reconveyance. Upon payment of all sums secured by this Security Instrument, Lender shall request
‘Trustee toreconvey the Property and shall surrender this Security Instrument and all notes evidencing debt sccured
Yy this Security Instrument to Trustee. Trustee shall reconvey the Property without warranty and without charge

. ~"tothe person or persons legally entitled to it. Such person or persons shall pay any recordation costs.

. ©23. -Substitute Trustee. In accordance with applicable law, Lender may from time to time appoint a successor
trustee to any Trustee appointed hereunder who has ceased to act. Without conveyance of the Property, the successor
trustee shall succeed to all the title, power and duties conferred upon Trustee herein and by applicable law.

24, Use of Property. The Property is not used principally for agricultural or farming purposes.

25, Riderstothis Security Instrument. If one or more riders are executed by Borrower and recorded together
with this Security Instrument, the covenants and agreements of cach such rider shall be incorporated into and shall
amend-and supplement the covenants and agreements of this Security Instrument as if the rider(s) were a part of
this Security Instrumént.

[Check applicable box(es)]

[.x] Adjustable Rate Rider [__!Condominium Rider [_11-4 Family Rider
[__1Graduated Payment Rider L] Planned Unit Development Rider ~ [__1Biweekly Payment Rider
[__JBalloon Rider ..~ .7~ ", {__IRate Improvement Rider [ Second Home Rider

[IV.A Rider -~ .-~ % [ x]Other(s) [specify] ADDENDUM TO ARM RIDER;
LT PREPAYMENT RIDER

BY SIGNING BELC’).W;J Bﬁfr_ower..é’t:pepts and agrees to the terms and covenants contained in this Security
Instrument and in any rider(s)’ 9xécuted::by Borrower and recorded with it.

Witnesses: P d/
d A/W_QZZ o (Seal)
‘ JOSEPH M AROTIN
o ST ?HMIIE AROTIN
STATE OF WASHINGTON }
58

County of Snohomish
On this day personally appeared before me _ JOSEPH M. AROTIN and STEPHANIE AROTIN

to me known to be the individual _S described in and who exe&:ﬁtéd Ehé thhm and
foregoing instrument, and acknowledged that they signed the same as _thedir .~ .
act and deed, for the uses an_d purp%sgf_ltherein mentioned.

day of November, 2001‘

| STATE OF WASHINGTON
{ COMMISSION EXPIRES
APRIL 1, 2004

[

otary Public in and for the State of Washington, residing at
Everett ’
Janice L. Rohl

My Appointment Expires on 4-1-04
WASHINGTON- Single Family -FNMA/FHLMC UNIFORM INSTRUME

—— MIRAAATAINREY

, Skagit County Auditor
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LOAR #: 01-086441
ADJUSTABLE RATE RIDER
(LIBOR INDEX - RATE CAPS)
6-MONTH LIBOR

THIS ADJU STABLE RATE RIDER is made this  2wD day of NOVEMBER, 2001,
and is incorporated into and shall be deemed to amend and supplement the Mortgage, Deed of
Trust or Security Deed (the ‘*Security Instrument’”) of the same date given by the undersigned
(the ‘‘Borrower ) to secure Borrower’s Adjustable Rate Note (the ‘“Note’’) to NovaSTAR
HOME MORTGAGE, INC., -

R ( the “Lender’)
of the same date and coverlng the property described in the Security Instrument and located at:
320 SOUTH 28TH STREET, MOUNT VERNON, WA 98274

THENOTECONTAINS PROVISIONS ALLOWING FOR CHANGES INMY INTEREST
RATE AND MY MONTHLY PAYMENT. MY ADJUSTABLE INTEREST RATE CAN
NEVER EXCEED OR BE LESS THAN THE LIMITS STATED IN THE NOTE.

ADDITIONAL COVENANTS, In addition to the covenants and agreements made in the
Security Instrument, Borrower and°Lender further covenant and agree as follows:
A. INTEREST RATE AND MONTHLY PAYMENT CHANGES

The Note provides for an initial interést rate of 8.250%. The Note provides for a
change in the adjustable interest rate and the monthly payments as follows:
4. ADJUSTABLE INTEREST RATE AND MONTHLY PAYMENT CHANGES

(A)Change Dates

The adjustable interest rate I w1ll pay w111 change on the 18T day of
NOVEMBER, 2003 and onthe 1sT - day of every  6TH
month thereafter. Each date on which my mterest rate could change is called an *‘Interest Rate
Change Date™’. : .

() The Index

Beginning with the first Interest Rate Change Date iy interest rate will be based on an Index.
The ““Index’” is the average of interbank offered rates for ‘six-month U.S. dollar-denominated
deposits in the London market (““LIBOR”"), as published in 7he Wall Street Journal. The most
recent Index figure available as of the first business'day-of the month immediately precedmg the
month in which the Interest Rate Change Date occurs is called the “‘Current Index.”’

Ifthe Index is no longer available, the Note Holder will choose a new index that is based upon
comparable information. The Note Holder will give me notice of th1s choice.

(C)Calculation of Change

Before each Interest Rate Change Date, the Note Holder Wlll calculate my new interest rate
by adding FOUR AND SEVEN-EIGHTHS percentage point(sy( 4.875% )tothe
Current Index. The Note Holder will then round the result of this addition up to the nearest one-
eighth of one percentage point (.125%). Subject to the limits stated in Section 4(D) below, this
rounded amount will be my new interest rate until the next Interest Rate Change Date.

The Note Holder will then determine the amount of the monthly payment that would be
sufficient to repay the unpaid principal that 1 am expected to owe at the Interest Rate Change Date
in full on the Maturity Date at my new interest rate in substantially equal payments The result of
this calculation will be the new amount of my monthly payment. -

(D) Limits on Interest Rate Change R

The interest rate I am required to pay at the first Interest Rate Change Date W1ll riot increase
or decrease by more than  3.000% - from the initial interest rate. Thereafter, my interest rate
will never be increased or decreased on any single Interest Rate Change Date by more than
ONE percentage point(s) (  1.000% ) from the rate of
interest I have been paying for the preceding 6 " month(s).

My interest rate will never be greater than FIFTEEN AND ONE-FOURTH -~ - percent
( 15.250% ) which is called the ‘“Maximum Rate.”” My interest rate will never beless than
%IaGHT AND CONE-FQOURTH percent ( 8.250% ) whichis calledthe “annum

te‘ 12

(E) Effective Date of Change -
My new interest rate will become effective on each Interest Rate Change Date. I w1ll pay the
amount of my new monthly payment beginning on the first monthly payment date after the Interest F
Rate Change Date until the amount of my monthly payment changes again. P
(F) Notice of Change L
The Note Holder will deliver or mail to me a notice of any change in my interest rate and the
amount of my monthly payment before the effective date of any change. The notice will 1nclude

G S
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LOAN #: 01-086441
information required by law to be given me and also the title and telephone number of a person
who will answer any question I may have regarding the notice.

B. TRANSFER OF THE PROPERTY

Transfer of thé Property shall be governed by the following, any provision of the Security
Instrurent to.the contrary notwithstanding:

Transfer of the Property. If all or any part of the Property or any interest in it is sold or
transferred without Note Holder’s prior written consent, Note Holder may, at its option, require
immediate payment in fill of all sums secured by this Security Instrument. However, this option
shall not be exercised by Note Holder if exercise is prohibited by federal law as of the date of this
Security Instrument. Noté Holder also shall not exercise this optionif: (a) I submit to Note Holder
information required by Note Holder to evaluate the intended transfereeasifa new loanwere being
made to the transferee; and-(b) Note Holder reasonably determines that Note Holder’s security
will not be impaired by the-loan assumption and that the risk of a breach of any covenant or
agreement in tﬁis Secutity Instfument is acceptable to Note Holder.

To the extent permitted by applicable law, Note Holder may charge a reasonable fee as a
condition to Note Holder’s consent to the loan assumption. Note Holder may also require the
transferee to sign an assumption agreement that is acceptable to Note Holder and that obligates
the transferee to keep all.the promisés.and agreements made in the Note and in this Security
Instrument. I will continue to be obligatéd under the Note and this Security Instrument unless Note
Holder releases me in writing. -~

If Note Holder exercises the Optionto require immediate payment in full, Note Holder shall
give me notice of acceleration. The noticeshall provide a period of not less than 30 days from the
date the notice is delivered or mailed within which I must pay all sums secured by this Security
Instrument. IfT fail to pay these sums priorto the expiration of this period, Note Holder may invoke
any remedies permitted by this Security-Instrument without further notice or demand on me.

BY SIGNING BELOW, Borrower ac@eﬁis and agrees to the terms and covenants contained

in this Adjustable Rate Rider.
JOSEPH M AROTIN o

STEPHANIE AROTIN -

Page 2 of 2 % PS42IRDU
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LOAN #: 01-086441
PREPAYMENT RIDER

THIS PREPAYMENT RIDER is made this 2ND day of NOVEMBER, 2001, andis
incorporated into-and shall be deemed to amend and supplement the Mortgage, Deed of Trust or
Security. Deed (the **Security Instrument’’) of the same date given by the undersigned (the
““Borrower’") to, secure Borrower’s Note t0 NOVASTAR HOME MORTGAGE, INC.,

of the same date ﬁhd-:'CQVering the Property described in the Security Instrument and located at:
320 SOUTH 28TH STREET, MOUNT VERNON, WA 98274

PREPAYMENT COVENANTS. In addition to the covenants and agreements made in the
Security Instrument, Borrower and Lender further covenant and agree as follows:

[ have the right to make payments of princiI)al at any time before they are due. A prepayment
of all of the unpaid principal is known as a ““full prepayment.” A preg?yment of only part of the

unpaid principal is known as 4" ‘partial prepayment.” I will notify the Note Holder in writing that
I am doing so. [ :

During the first TWENTY FOUR . . (24 ) month(s) of my loan, I will
be charged a PREPAYMENT PENALTY in an amount equal to SIX
( 6 ) month(s)™intérest (at the rate in effect at the time Prepayment occurs) on an
Prepayment I make in excess of TWENTY percent (  20.000% é
of the on%linal princifal balance.in any.-~" . TWELVE ( 12 )mont
period. Thereafter, I may make-full Prépayment or partial Prepayments without paying any

prepayment char%e. S

The Note Holder will use all of my Prepayments to reduce the amount of Principal that [ owe
under this Note. If [ make a partial Prepayment, there will be no changes in the due dates of my
monthly é)ayments unless the Note Holder a%r_ees inwriting to those changes. [IfthisNote provides
for an adjustable interest rate, my partial Prepayment may reduce the amount of my monthly
payments after the Payment Change Date if my partial Prepayment occurs prior to the Payment
Change Date. However, any reduction in‘the amount of my monthly payment due to my partial
Pre;iayment may be offset by an interest rate increase.} -

f'the foregoing prepayment penaity exceeds that- permitted by applicable law, only the

maximum prepayment penalty permitted by applicable law will be imposed.

BY SIGNING BELOW, Borrower accepts and-agrees to the terms and covenants contained

in this Prepayment Rider. .
L ot

JOSERAl M AROTIN _

STEPHANIE AROTIN .

Sleatgne (Lasy

(08/06/96) Multistate (8-13-96) C-23696-11 L7 R o0

1080105

W
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ADDENDUM TO ADJUSTABLE RATE RIDER
(FIXED RATE CONVERSION OPTION)
6-MONTH LIBOR

THIS ADDENDUM TO ADJUSTABLE RATE RIDER (the ‘‘Rider Addendum’’) is made
this 2wp.- day of NOVEMBER, 2001, and isincorporated into and shallbe deemed
to amend and supplement the adjustable rate rider (the *‘Rider’”) to the Mortgage, Deed of Trust
or Security Deed (the Security Instrument’”), each dated the same date as this Rider Addendum
and given by the undersigned (the ‘‘Borrower’”) to secure Borrower’s adjustable rate note with
the addendum to adjustable rate note in favor of NOVASTAR HOME MORTGAGE, INC.,

(the “‘Lender’’) and dated as'of even date herewith (the * “Note’"), covering the property described
in the Security Instrument and located at:

320 SOUTH 28TH STREET: o

MOUNT VERNON, WA 98274 o

The interest rate stated on the Note is called the ‘‘Note Rate.”” The date of the Note is called
the ““Note Date.”” I understand that the Lender may transfer the Note, the Security Instrument,
the Rider and this Rider Addendum. The Lender or anyone who takes the Note, the Security
Instrument, the Rider and this Rider Addendum by transfer and who is entitled to receive payments
under the Note is called the ‘‘Note Holder:’.1 understand also that the Lender may transfer the
servicing of the Note; the company that receives payments under the Note is called the **Servicer.”
Each date on which my adjustable interest tate could change is called an “‘Interest Rate Change
Date.”’ I understand a new Note Holder may not W1sh to exercise the Conversion Option.

ADDITIONAL COVENANTS. In addltlon to the ‘covenants and agreements made in the
Security Instrument and Rider, Borrower and Lender ﬁ,trther covenant and agree as follows:

1. FIXED INTEREST RATE OPTION

I may have a Conversion Option which I may be able to exer(:lse sifall the conditions explained
in Section 2 below are met. The *‘Conversion Option’ is my option to convert the adjustable
interest rate with interest rate limits [ am required to pay. under the Note from an adjustable rate
to the fixed rate calculated under Section 4 below. s

I may only exercise the Conversion Option once. The Conversmn Optton will be available to
me only during the period beginning on the 1ST . Interest Rate
Change Date, and ending onthe  6TH Interest Rate Change
Date (the ‘Optlon Period’’). The new, fixed interest rate (the “Converted Rate””) will be effective
beginning on the first day of the second month following the month n Whlch I exercise the
Conversion Option (the ““Conversion Date™). :

2. CONDITIONS TO EXERCISING THE CONVERSION OPTION

If] have the Conversion Option and chooseto exercise t, certain condltlons must be met. These
conditions are that: (a) [ must give the Servicer notice durmg the Option Period in the manner
prescribed in Section 3 below that I wish to exercise the Conversion Option; (b) on the date Fgive
the Servicer notice that I wish to exercise the Conversion Option, I must not be in default under
the Note or the Security Instrument and I must not have been delinquent thirty days er more'in
making any payment I was required to make under the Note during the twelve months 1mmed1ately

preceding the Exercise Date (as defined in Section 3 below); (c) I must pay the Serv1cer a-,

conversion fee equal to TWO HUNDRED FIFTY AND NO/100

dollars ( $250.00 )

on the Exercise Date; (d ) I must have supplied to the Servicer information necessary to complete.” -
an updated credit review and I must pay any credit review fees paid by the Servicer to third parties; -

(¢) I must occupy the property; (f) if the Servicer believes the value of the property describedin .~ .
the Security Instrument may have declined since the Note Date, the Servicer must have received”

anupdated appraisal of the property described in the Security Instrument prepared by an appraiser

el N
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LOAN #: 01-086441
acceptable to.the Servicer and I must pay any related appraisal fee paid by the Servicer to a third
party; (g) I must complete, sign and deliver to the Servicer on the Exercise Date, any documents
the Servicer.requires to effect the conversion. I understand that I may not be allowed to exercise
the Coriversion Option if I do not meet the Note Holder’s property and credit standards or if the
Note Holder(s), in its sole discretion, believes the interest rate as calculated herein is below market
interest rates then ineffect for similar loans. I also understand that I may not be allowed to exercise
the Conversion Option ifthe value of the property described in the Security Instrument has declined
since the Note Date.~

3. EXERCISING THE CONVERSION OPTION

To obtain information as to the currently available fixed rate, I may telephone the Servicer. I
understand there can be'no-assurance that this rate will be available at any tume subsequent to the
telephone call, even on the same day. The Servicer will notify me in writing if the phone number
should change. To notify the Servicer that I want to exercise the Conversion Option, I must call
the Servicer on any business day during the Option Period, between the hours of 8:00 A.M.
TO 5:00 P.M. csT. - - - -The Servicer may record our telephone conversations.

Once I notify the Servicer that I'desire to exercise the Conversion Option, the Servicer will
forward to me any documents necessary toéffect the Conversion Option. I must complete and sign
the documents provided by the.Servicer and return them to the Servicer together with the
converston fee, credit review fees and, if applicable, the appraisal fee described in Section 2 above.
The datethe completed and signed documents are received together with the conversionfee, credit
review fees and, if applicable, the appraisal report and appraisal fee is called the Exercise Date.
The Converted Rate s the rate quoted by the Servicer onthe Exercise Date. Ifthe fees and properly
completed documents are not received by the Servicer onthe Exercise Date, my adjustable interest
rate will not be converted to a fixed interest rate.

4. CALCULATION OF THE CONVERTED RATE

The Converted Rate will be equal to the Federal National Mortgage Association’s (“FNMA’)
required net yield, as of the Exercise Date, for the purchase of thirty-year, fixed-rate mortgage
loans under sixty-day mandatory delivery commitments plus percentage point(s), not to exceed
SIX percent (6%), rounded to the nearest one-eighth percent.(.125%), as quoted by the Note
Holder. S -

5. CALCULATION OF THE NEW PAYMENT AMOUNT

If T have the Conversion Option and choose to exercise it, the Servicer will determine the
amount of the monthly payment that will be sufficient to repay the unpaid principal plus accrued
but unpaid interest I am expected to owe on the Conversion Date in full’by the Maturity Date of
the Note at the Converted Rate in substantially equal payments. The result of this calculation will
be the new amount of my monthly principal and interest payment. Beginning with my first monthly
payment after the Conversion Date, I will pay this new amount as my monthly principal and interest
payment until the Maturity Date of the Note unless I pay the Note in full prior todts Maturity Date.

6. TRANSFER OF THE PROPERTY

If T exercise the Conversion Option under the conditions stated in this Rider Addendum, the
conditions under which I may be required to make immediate payment in full ofall'amounts T owe
under the Note because of transfer of property which are described in the section-of the Note
gaﬁ)tioned “Umform Secured Note’” will cease to be in effect. Instead such conditions will be as

ows: iy

Transfer of the Property. If all or any part of the Property or any interest in-it-is sold or -.
transferred without the Note Holder’s prior written consent, the Note Holder may, at its option, -
require immediate payment in full of all sums secured by the Security Instrument. However, this
option shall not be exercised by the Note Holder if exercise is prohibited by state or federallaw. .
as of the date of the Security Instrument. A

Th Ifthe Noﬁe Holder exercises this option, the Note Holder shall give me notice of accelerati‘\r.ar:r:’ﬁ E
e notice shall provide a period of not less than thirty days from the date the notice is delivered -~

LT
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LOAN #: 01-086441
ot mailed within which I must pay all sums secured by the Security Instrument. IfT fail to pay these
sums prior to the expiration of this period, the Note Holder may invoke any remedies permitted
by the Security Instrument without further notice or demand on me.

BY SIGNING%BELOW, Borrower accepts and agrees to the terms and covenants contained

in this RlderAddendum
ol St i

JOSEFH M AROTIN Date

Yy @zﬁm‘v\‘ u/(a [os

STEPHANIE AROTIN Date
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