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WELLS FARGO HOME MORTGAGE, INC.
3601 MINNESOTA DR. SUITE 200
BLOOMINGTON, MN 55435 -

Assessor’s Parcel or Accour__li Nﬁmb‘r‘_:r: 4106-280-013-0008

Abbreviated Legal Description: . PORTION, LOT 7, ALL, LOTS 8-13, BLOCK 280
"POTTER'S TO FIDALGO CITY"

[Include lot, block and plat or seclion_.'towns_hip zip_cl rfx_:uge] Full iegal description located on page 3
Trustee: FIRST AMERICAN TITI‘:E INSURANCE FIRST AMER!CAN TITLE CO

[Space Above Thls ‘Line For Recording Data] (‘p 3 b l M - 9’

DEED OF TRUST
NOTICE: THIS LOAN IS NOT ASSUMABLE
WITHOUT THE APPROVAL OF THE DEPARTMENT
gg ERI/]TETERANS AFFAIRS OR ITS AUTHORIZED

DEFINITIONS :

Words used in multiple sections of this document are defmed bclow and other words are defined in
Sections 3, 11, 13, 18, 20 and 21. Certain rules regardirig- the' usagc of words used in this document are
also provided in Section 16.

(A) "Security Instrument" means this document, which is daled DECEMBER 14, 2001

together with all Riders to this document.

(B) "Borrower" is JEFFREY L. BROOKE AND JOANNE M. BROOKE * H'USBAND AND WIFE

Borrower is the trustor under this Security Instrument.
(C) "Lender" is WELLS FARGO HOME MORTGAGE, INC.

WASHINGTON-Single Family-Fannie Mae/Freddie Mac UNIFORM INSTRUMENT Form 3048,.1/01 ~ -
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-~ _.Lénder is a CORPORATION
- organized and existing under the laws of THE STATE OF CALIFORNIA
_Lendersaddress is P.O. BOX 5137, DES MOINES, IA 503065137

Lender is the beneﬁcrary under this Security Instrument.

(Dy "Trustee“ 13 FIRST AMERICAN TITLE INSURANCE

(E) "Note" mieans. the promlssory note signed by Borrower and dated DECEMBER 14, 2001

The Note states that Borrower owes Lender ONE HUNDRED NINETY FIVE THOUSAND EIGHT
HUNDRED AND 00/100 Dollars
(U.S. §****195,800- 00 % ) plus interest. Borrower has promised to pay this debt in regular Periodic
Payments and to pay the debt in-full not later than JANUARY 01, 2017

(F) "Property" means the, property that is described below under the heading "Transfer of Rights in the
Property."”

(G) "Loan" means the debt ev1denced by the Note, plus interest, any prepayment charges and late charges
due under the Note, and all sums due: under this Security Instrument, plus interest.

(H) "Riders" means all Riders.to this Security Instrument that are executed by Borrower. The following
Riders are to be executed by Borrower [check box as applicable]:

[_] Adjustable Rate Rider D Condomtmum Rider [] Second Home Rider
Balloon Rider [ planned it Development Rider [ 114 Family Rider

VA Rider ] Biweekly Payment Rider [ Other(s) [specifyl

(D "Applicable Law" means all controlling ‘applicable federal, state and local statutes, regulations,
ordinances and administrative rules and orders (that have the effect of law) as well as all applicable final,
non-appealable judicial opinions.

(7 "Community Association Dues, Fees, and Assessments" rneans all dues, fees, assessments and other
charges that are imposed on Borrower or the Property by a condomuuum association, homeowners
association or similar organization.

(K} "Electronic Funds Transfer" means any transfer of funds other than a transaction originated by
check, draft, or similar paper instrument, which is initiated through an electronic terminal, telephonic
instrument, computer, or magnetic tape so as to order, instruct, or authorize a financial institution to debit
or credit an account. Such term includes, but is not limited to, pomt-of—sale transfers, automated teller
machine transactions, transfers initiated by telephone, wire transfe_rs, and ® automated clearinghouse
transfers. e

(L) "Escrow Items" means those items that are described in Section 3. :

(M) "Miscettaneous Proceeds” means any compensation, setilement, award of damages -or proceeds paid
by any third party {(other than insurance proceeds paid under the coverages descrtbed m Sectlon 5) for: (i)
damage to, or destruction of, the Property; (ii) condemnation or other taking of all” or. any. part of the
Property; (iii) conveyance in lieu of condemnation; or (iv) misrepresentations of or omtssmns as to, the
value and/or condition of the Property.

(N) "Mortgage Insurance" means insurance protecting Lender against the nonpayment of or default on,
the Loan.

(O) "Periodic Payment" means the regularly scheduled amount due for (i) principal and mterest under the
Note, plus (ii) any amounts under Section 3 of this Security Instrument. ’
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_(P) "RESPA" means the Real Estate Settlement Procedures Act (12 U.S.C. Section 2601 et seq.) and its
lmplementmg regulation, Regulation X (24 C.F.R. Part 3500), as they might be amended from time to
~tirne; or any-additional or successor legislation or regulation that governs the same subject matter. As used
“in this Securlty Instrument, "RESPA" refers to all requirements and restrictions that are imposed in regard
toa "federally related mortgage loan” even if the Loan does not qualify as a "federally related mortgage
loart” under RESPA,
(Q) "Successor in Interest of Borrower" means any party that has taken title to the Property, whether or
not that party has assumed Borrower’s obligations under the Note and/or this Security Instrument.

TRANSFER OF RIGHTS.IN THE PROPERTY

This Security Instriment secures to Lender: (i) the repayment of the Loan, and all renewals, extensions and
modifications of the Note; and- (i) the performance of Borrower’s covenants and agreements under this
Security Instrument and the Note. For this purpose, Borrower irrevocably grants and conveys to
Trustee, in trust, with- power ~of sale, the following described property located in the
COUNTY AT of SKAGIT :

[Type of Recording Jurisdictioﬁ] . [Name of Recording Jurisdiction]

LOTS 8 THROUGH 13,. INCLUSIVE, AND THE SOUTH 1/2 OF LOT 7, BLOCE 280,
"JULIUS S. POTTER’S PLAT OF FIDALGO CITY", ACCORDING TO THE PLAT THEREOF
RECORDED IN VOLUME 2 .'OF PLATS, PAGE 77, RECORDS OF SKAGIT COUNTY,
WASHINGTCN; TOGETHER WITH-THAT“?ORTION OF VACATED GRAND AVENUE WHICH UPON
VACTION UNDER ORDINANCE #7592 ‘REVERTED TO SAID PREMISES BY OPERATION OF
LAW. ! o

THIS IS A PURCHASE MONEY SECURIﬂ INSTRU'MENT
TAX STATEMENTS SHOULD BE SENT TO:. WELLS FARGO HOME MORTGAGE, INC., P.O.
BOX 5137, DES MOINES, IA 503065137 '

Parcel ID Number: 4106-280-013-0008 LR whlch currently has the address of

15542 YOKEKOQ DRIVE R [Street]
ANACORTES [City] Washmgton 98221 [Zip Code]

("Property Address"):

TOGETHER WITH all the improvements now or hercafter erected on the property, and all
easements, appurtenances, and fixtures now or hereafter a part of the propérty. All replacements and
additions shall also be covered by this Security Instrument. All of the foregomg is referred to in this
Security Instrument as the "Property.”

BORROWER COVENANTS that Borrower is lawfully seised of the estate hereby conveyed and has
the right to grant and convey the Property and that the Property is unencumbered, except for encumbrances
of record. Borrower warrants and will defend generally the title to the Property agamst all claums and
demands, subject to any encumbrances of record.

THIS SECURITY INSTRUMENT combines uniform covenants for national use and non- umform"
covenants with limited variations by jurisdiction to constitute a uniform security instrument covenng real i

property.
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S UNIFORM COVENANTS. Borrower and Lender covepant and agree as follows:
7.1, Payment of Principal, Interest, Escrow Items, Prepayment Charges, and Late Charges.
_ B0n0w¢r shall pay when due the principal of, and interest on, the debt evidenced by the Note and any
‘prepaymeit charges and late charges due under the Note. Borrower shall also pay funds for Escrow ltems
pursuant to Section 3. Payments due under the Note and this Security Instrument shall be made in U.S.
currency. However,. if any check or other instrument received by Lender as payment under the Note or this
Secufity-lustrilmem- is.returmed to Lender unpaid, Lender may require that any or all subsequent payments
due under the Note and this Security Instrument be made in one or more of the following forms, as
selected b'}'r Lende__i": (a) cash; (b) money order; (c) certified check, bank check, treasnrer’s check or
cashier’s check, provided.any such check is drawn upon an institution whose deposits are insured by a

federal agency, instrumentality, or entity; or (d) Electronic Funds Transfer.

Payments are deemed received by Lender when received at the location designated in the Note or at
such other location as may be designated by Lender in accordance with the notice provisions in Section 15.
Lender may return any payment Of partial payment if the payment or partial payments are insufficient to
bring the Loan current. Léndc_r ihéjf'aé’cept any payment or partial payment insufficient to bring the Loan
current, without waiver of any rights hereunder or prejudice to its rights to refuse such payment or partial
payments in the future, but Lender is not obligated to apply such payments at the time such payments are
accepted. If each Periodic Paymem is applied as of its scheduled due date, then Lender need not pay
interest on unapplied funds. Lendér miay hold-such unapplied funds until Borrower makes payment to bring
the Loan current. If Borrower does not do so within a reasonable period of time, Lender shall either apply
such funds or return them to Borrower. If not apphed earlier, such funds will be applied to the outstanding
principal batance under the Note immediately prior to foreclosure. No offset or claim which Borrower
might have now or in the future against Lendet shall relieve Borrower from making payments due under
the Note and this Security Instrument or performmg the covenants and agreements secured by this Security
Instrument,.

2. Application of Payments or Proceeds Except as otherw1se described in this Section 2, all
payments accepted and applied by Lender shall be applied. i the following order of priority: (a) interest
due under the Note; (b) principal due under the Note;.{c) amounts due under Section 3. Such payments
shall be applied to each Periodic Payment in the order in which it became due. Any remaining amounts
shall be applied first to late charges, second to any othet amounts due under this Security Instrument, and
then to reduce the principal balance of the Note. ;

If Lender receives a payment from Borrower for a dehnquent Perlodlc Payment which includes a
sufficient amount to pay any late charge due, the payment may be- app_hed_to the delinquent payment and
the late charge. If more than one Periodic Payment is outstanding, Lender may apply any payment received
from Borrower to the repayment of the Periodic Payments if, and to the extent that, each payment can be
paid in full. To the extent that any excess exists after the payment is applied to the full payment of one or
more Periodic Payments, such excess may be applied to any late charges due. Vo]untary prepayments shall
be applied first to any prepayment charges and then as described in the Note.

Any application of payments, insurance proceeds, or Miscellaneous Proceeds to- prmclpal due under
the Note shall not extend or postpone the due date, or change the amount, of the Periodic Payments.

3. Funds for Escrow Items. Borrower shall pay to Lender on the day Periodic Payments are due
under the Note, until the Note is paid in full, a sum (the "Funds") to provide for payment of amounts due
for: (a) taxes and assessments and other items which can attain priority over this Security Instrument as a
lien or encumbrance on the Property: (b) leasehold payments or ground rents on the Property; if any; (c)
preminms for any and all insurance required by Lender under Section 5; and (d) Mortgage Insurance
premiums, if any, or any sums payable by Borrower to Lender in lieu of the payment of Mortgage ’
Insurance premiums in accordance with the provisions of Section 10. These items are called "Eserow <
Items." At origination or at any time during the term of the Loan, Lender may require that Community- <
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_-Association Dues, Fees, and Assessments, if any, be escrowed by Borrower, and such dues, fees and
dssessmeits shall be an Escrow Item. Borrower shall promptly furnish to Lender all notices of amounts to
_ bé""paiﬁ under this Section. Borrower shall pay Lender the Funds for Escrow Items unless Lender waives
‘Borrower’s obhgation to pay the Funds for any or all Escrow Items. Lender may waive Borrower’s
obhgatlon to pay to Lender Funds for any or all Escrow Items at any time. Any such waiver may only be
in writing. In the event of such waiver, Borrower shall pay directly, when and where payable, the amounts
due for any Escrow: Items for which payment of Funds has been waived by Lender and, if Lender requires,

shall furnish-to- bender Teceipts evidencing such payment within such time period as Lender may require.

Borrower’s obhganon to.make such payments and to provide receipts shall for all purposes be deemed to
be a covenant and agreement contained in this Security Instrument, as the phrase "covenant and agreement”

is used in Section 9. If- Borrower is obligated to pay Escrow Items directly, pursuant to a waiver, and
Borrower fails to-pay the amount due for an Escrow Item, Lender may exercise its rights under Section 9
and pay such amount and Borrower shall then be obligated under Section 9 to repay to Lender any such
amount. Lender may revoke the waiver as to any or all Escrow Items at any time by a notice given in
accordance with Section 15 and, upon’such revocation, Borrower shall pay to Lender all Funds, and in
such amounts, that are then réquired under this Section 3.

Lender may, at any time,; collect and hold Funds in an amount (a) sufficient to permit Lender to apply
the Funds at the time specified under RESPA, and (b) not to exceed the maximum amount a lender can
require under RESPA. Lender shéll-'éstimate the amount of Funds due on the basis of current data and
reasonable estimates of expenditures-o‘f futur’é EScrow ltems or otherwise in accordance with Applicable
Law. .

The Funds shall be held in an mstltutlon ‘whose deposits are insured by a federal agency,
instrumentality, or entity {including Lender, if- Lender is an institution whose deposits are so insured) or in
any Federal Home Loan Bank. Lender shall apply the Funds to pay the Escrow Items no later than the time
specified under RESPA. Lender shall not charge Borrower for holding and applying the Funds, annually
analyzing the escrow account, or verifying the Escrow Items;, unless Lender pays Borrower interest on the
Funds and Applicable Law permits Lender to make such-a charge. Unless an agreement is made in writing
or Applicable Law requires interest to be paid on the Funds, Lender shall not be required to pay Borrower
any interest or earnings on the Funds. Borrower and Lender can agree in writing, however, that interest
shall be paid on the Funds. Lender shall give to Borrower; w1thout charge an annual accounting of the
Funds as required by RESPA.

If there is a surplus of Funds held in escrow, as defined under: RESPA Lender shall account to
Borrower for the excess funds in accordance with RESPA. If there-is a shortage of Funds held in escrow,
as defined under RESPA, Lender shall notify Borrower as required by RESPA, and Borrower shall pay to
Lender the amount necessary to make up the shortage in accordance with RESPA, but in no more than 12
monthly payments, If there is a deficiency of Funds held in escrow, as _det_'med uiider RESPA, Lender shall
notify Borrower as required by RESPA, and Borrower shall pay to Lender the amount necessary to make
up the deficiency in accordance with RESPA, but in no more than 12 monthly payments. _

Upon payment in full of all sums secured by this Security Instrument, Lender shall prompt]y refund
to Borrower any Funds held by Lender.

4. Charges; Liens. Borrower shall pay all taxes, assessments, charges ﬁnes and ‘impositions
attributable to the Property which can attain priority over this Security Instrument, _I__eas_ehold payients or
ground rents on the Property, if any, and Community Association Dues, Fees, and Asseésnjents ;'if any. To
the extent that these items are Escrow Items, Borrower shall pay them in the manner provided in Section 3.
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- Borrower shall promptly discharge any lien which has priority over this Security Instrument unless
Borrower (a) agrees in writing to the payment of the obligation secured by the lien in a manner acceptable
Cto” L.ender but only so long as Borrower is performing such agreement; (b) contests the lien in good faith
by, or defeénds against enforcement of the lien in, legal proceedings which in Lender’s opinion operate to
prevent the enforcement of the lien while those proceedings are pending, but only until such proceedings
are concluded; .or (c) secures from the holder of the lien an agreement satisfactory to Lender subordinating
the lien to.this Security Instrument. If Lender determines that any part of the Property is subject to a lien
which can attain priority over this Security Instrument, Lender may give Borrower a notice identifying the
lien. Within 10 days of the date on which that notice is given, Borrower shall satisfy the lien or take one or
more of the actions set forttrabove in this Section 4.

Lender may-fequire Borrower to pay a one-time charge for a real estate tax verification and/or
reporting service used by Lender in connection with this Loan.

5. Property Insurance. Borrower shall keep the improvements 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, but not limited to, earthquakes and floods, for which Lender requires insurance.
This insurance shall be maintained in the amounts (including deductible levels) and for the periods that
Lender requires. What Lender requiréé__pﬁ_x_jsuant to the preceding sentences can change during the term of
the Loan. The insurance carriér providing the insurance shall be chosen by Borrower subject to Lender’s
right to disapprove Borrower’s ¢hoice, which-right shall not be exercised unreasonably. Lender may
require Borrower to pay, in connecti‘_dn' with this Loan, either: (a) a one-time charge for flood zone
determination, certification and tracking services; or (b) a one-time charge for flood zone determination
and certification services and subsequent charges each time remappings or similar changes occur which
reasonably might affect such determination or certification. Borrower shall also be responsible for the
payment of any fees imposed by the Federal  Emergency Management Agency in conmection with the
review of any flood zone determination resulting from an objection by Borrower.

If Borrower fails to maintain any of the coverages described above, Lender may obtain insurance
coverage, at Lender’s option and Borrower’s expense. Lender is under no obligation to purchase any
particular type or amount of coverage. Therefore, such coverage shall cover Lender, but might or might
not protect Borrower, Borrower’s equity in the Property, or the contents of the Property, against any risk,
hazard or liability and might provide greater or lesser E:overage than was previously in effect. Borrower
acknowledges that the cost of the insurance coverage so obtainéd might significantly exceed the cost of
insurance that Borrower could have obtained. Any amounts dlshursed by Lender under this Section 5 shall
become additional debt of Borrower secured by this Security Instrument: These amounts shall bear interest
at the Note rate from the date of disbursement and shall be payable, w1th such mterest upon notice from
Lender to Borrower requesting payment.

All insurance policies required by Lender and renewals of such pohcnes shall be subject to Lender’s
right to disapprove such policies, shall include a standard morigage clause, and shall name Lender as
mortgagee and/or as an additional loss payee. Lender shall have the right to hold-the policies and renewal
certificates. If Lender requires, Borrower shall promptly give to Lender all receipts of paid premiums and
renewal notices. If Borrower obtains any form of insurance coverage, not otherwise Tequited by Lender,
for damage to, or destruction of, the Property, such policy shall include a standard mortgage cIause and
shall name Eender as mortgagee and/or as an additional loss payee.

In the event of loss, Borrower shall give prompt notice to the insurance carrier aud Lender Lender
may make proof of loss if not made promptly by Borrower. Unless Lender and Borrower othetwise’ agree
in writing, any insurance proceeds, whether or not the underlying insurance was required by Lender, shall
be applied to restoration or repair of the Property, if the restoration or repair is economically feasible and”
Lender’s security is not lessened. During such repair and restoration period, Lender shall have the riglit o
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hold such insurance proceeds until Lender has had an opportunity to inspect such Property to ensure the
work has been completed to Lender’s satisfaction, provided that such inspection shall be undertaken

_promptly. Lender may disburse proceeds for the repairs and restoration in a single payment or in a series
‘of progress payments as the work is completed. Unless an agreement is made in writing or Applicable Law
requires interest'to be paid on such insurance proceeds, Lender shall not be required to pay Borrower any
interest or ezirriings on such proceeds. Fees for public adjusters, or other third parties, retained by
Borrower shall not-be paid out of the insurance proceeds and shall be the sole obligation of Borrower. If
the restoration or repair is not economically feasible or Lender’s security would be lessened, the insurance
proceeds shall be applicd-to the sums secured by this Security Instrument, whether or not then due, with
the excess, if any, pald to: Borrower Such insurance proceeds shall be applied in the order provided for in
Section 2. .

If Borrower. abandons thc ‘Property, Lender may file, nepotiate and settle any available insurance
claim and related matters. If Borrower does not respond within 30 days to a notice from Lender that the
insurance carrier has offered to settle a claim, then Lender may negotiate and settle the ¢laim. The 30-day
period will begin when the nofice is ‘given. In either event, or if Lender acquires the Property under
Section 22 or otherwise, :Borrower-hereby assigns to Lender (a) Borrower’s rights to any insurance
proceeds in an amount not to ‘exceed the amounts unpaid under the Note or this Security Instrument, and
(b) any other of Borrower’s nghts (other than the right to any refund of unearned premiums paid by
Borrower) under all insurance policies covering the Property, insofar as such rights are applicable to the
coverage of the Property. Lender may use the insurance proceeds either to repair or restore the Property or
to pay amounts unpaid under the Note o thi$ Security Instrument, whether or not then due.

6. Occupancy. Borrower shall occupy, establish, and use the Property as Borrower’s principal
residence within 60 days after the execution of this Security Instrument and shall continue to occupy the
Property as Borrower’s principal residence for-at least one year after the date of occupancy, unless Lender
otherwise agrees in writing, which consent shall not be unreasonably withheld, or unless extenuating
circumstances exist which are beyond Borrower’s control. "

7. Preservation, Maintenance and Protection of t_hé 'Property; Inspections. Borrower shall not
destroy, damage or impair the Property, allow the Property to deteriorate or commit waste on the
Property. Whether or not Borrower is residing in the Property, Borrower shall maintain the Property in
order to prevent the Property from deteriorating or dccreasing ini value due to its condition. Unless it is
determined pursuant to Section 5 that repair or restoration is not econoimically feasible, Borrower shall
promptly repair the Property if damaged to avoid further dctenoratron or damage. If insurance or
condemnation proceeds are paid in connection with damage t6, or-the taking of, the Property, Borrower
shall be responsible for repairing or restoring the Property only if Lender has released proceeds for such
purposes. Lender may disburse proceeds for the repairs and restoration in a single payment or in a series of
progress payments as the work is completed. If the insurance or condemnation proceeds are not sufficient
to repair or restore the Property, Borrower is not relieved of Borrower’s obhgatlon for the completion of
such repair or restoration,

Lender or its agent may make reasonable entries upon and mspecuons of the- Property If it has
reasonable cause, Lender may inspect the interior of the improvements on the Property. Lender shall give
Borrower notice at the time of or prior to such an interior inspection specifying such reasonable cause,

8. Borrower’s Loan Application. Borrower shall be in default if, during’ the ‘Loan. application
process, Borrower or any persons or entities acting at the direction of Borrower or with Borrower’s
knowledge or consent gave materially false, misleading, or inaccurate information or siateménts to: Iznder
(or failed to provide Lender with material information) in connection with the “Loan: Material
representations include, but are not limited to, representations concerning Borrower’s occupancy of the’
Property as Borrower’s principal residence.

@ sownr o012 llIIHI\MUmllﬂlﬂNIlIIIV\IINIIH\IHII!IM\II!

27010
Skaglt County Audutor

1212712001 Page 7 of 13 11 SBAM




¥ /9, Protection of Lender’s Interest in the Property and Rights Under this Security Instrument. If
(a) Borrower fails to perform the covenants and agreements contained in this Security Instrument, (b} there
is-a legal proceeding that might significantly affect Lender’s interest in the Property and/or rights under
. this Security Instrument (such as a proceedmg in bankruptcy, probate, for condemmnation or forfeiture, for
enforcement of'.a lien which may attain priority over this Security Instrument or to enforce laws or
regulations), or.(c) Borrower has abandoned the Property then Lender may do and pay for whatever is
reasonable .Or -appropriate to protect Lender’s interest in the Property and rights under this Securlty
Instrument; including: protecting and/or assessing the value of the Property, and securing and/or repairing
the Property: ‘Lender’s-actions can inciude, but are not limited to: (a) paying any sums secured by a lien
which has priority. over .this Securlty Instrument; (b) appearing in court; and {c) paying reasonable
attorneys’ fees to protect its- interest in the Property and/or rights under this Security Instrument, including
its secured position ina bankruptcy proceeding. Securing the Property includes, but is not limited to,
entermg the Property to make repairs, change locks, replace or board up doors and windows, drain water
from pipes, eliminate building or other code violations or dangerous conditions, and have utilities turned
on or off. Although Lender may take action under this Section 9, Lender does not have to do so and is not
under any duty or obligation to do_so. It is agreed that Lender incurs no liability for not taking any or all
actions authorized under this Section'9.:

Any amounts disbursed by Lender under this Section 9 shall become additional debt of Borrower
secured by this Security Instrument. These amounts shall bear interest at the Note rate from the date of
disbursement and shall be payab]e wlth such interest, upon notice from Lender to Borrower requesting
payment.

If this Security Instrument ison a Ieaseho]d Borrower shall comply with all the provisions of the
lease. If Borrower acquires fee title to. the Property, the leasehold and the fee title shall not merge unless
Lender agrees to the merger in writing. .

10. Mortgage Insurance. If Lender requ1red Mortgage Insurance as a condition of makmg the Loan,
Borrower shall pay the premiums required.to maintain the Mortgage Insurance in effect. If, for any reason,
the Mortgage Insurance coverage required by Lender ceases to be available from the mortgage insurer that
previously provided such insurance and Borrower was required to make separately designated payments
toward the premiums for Mortgage Insurance, Borrower.-shall pay the premiums required to obtain
coverage substantially equivalent to the Mortgage Insurance ‘previously in effect, at a cost substantially
equivalent to the cost to Borrower of the Mortgage Insurance previously in effect, from an alternate
mortgage insurer selected by Lender. If substantially. equivalent Mortgage Insurance coverage is not
available, Borrower shall continue to pay to Lender the amount of the separately designated payments that
were due when the insurance coverage ceased to be in effect.Lender ‘will accept, use and retain these
payments as a non-refundable loss reserve in lieu of Mortgage Insurance. Such loss reserve shall be
non-refundable, notwithstanding the fact that the Loan is ultimately paid in full, and Lender shall not be
required to pay Borrower any interest or earnings on such loss reserve..Lender can no longer require loss
reserve payments if Mortgage Insurance coverage (in the amount and for the period that Lender requires)
provided by an insurer sclected by Lender again becomes available, is obtained, and Lender requires
separately designated payments toward the premiums for Mortgage Insurance. If Lender required Mortgage
Insurance as a condition of making the Loan and Borrower was required to make separately designated
payments toward the premiums for Mortgage Insurance, Borrower shall pay.the premiums required to
maintain Mortgage Insurance in effect, or to provide a non-refundable loss” reserve; umtil Lender’s
requirement for Mortgage Insurance ends in accordance with any written agreement between Borrower and
Lender providing for such termination or until termination is required by App]lcable Law. Nothmg in this
Section 10 affects Borrower’s obligation to pay interest at the rate provided in the Note. " '

Mortgage Insurance reimburses Lender (or any entity that purchases the Note) for certam losses it
may incur if Borrower does not repay the Loan as agreed. Borrower is not a party to the Mortgage X
Insurance.

Mortgage insurers evaluate their total risk on all such insurance in force from time to tlme and may
enter into agreements with other parties that share or modify their risk, or reduce losses. These agreements.
are on terms and conditions that are sausfactory to the morigage insurer and the other party (ot parties) to
these agreements. These agreements may require the mortgage insurer to make payments using any source ™
of funds that the mortgage insurer may have available (which may include funds obtained from: kaiortgag,e_E
Insurance premiums). s
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“ . As a result of these agreements, Lender, any purchaser of the Note, another insurer, any reinsurer,
any other entity, or any affiliate of any of the foregoing, may receive (directly or indirectly) amounts that
derive from (or might be characterized as) a portion of Borrower’s payments for Mortgage Insurance, in
" exchange. for ‘sharing or modifying the mortgage insurer’s risk, or reducing losses. If such agreement
provides thatan affiliate of Lender takes a share of the insurer’s risk in exchange for a share of the
premiums paid to the insurer, the arrangement is often termed "captive reinsurance.” Further:

“.(a).Any. such agreements will not affect the amounts that Borrower has agreed to pay for
Mortgage Insurance, or any other terms of the Loan. Such agreements will not increase the amount
Borrower will-owe for Mortgage Insurance, and they will not entitle Borrower to any refund.

(b) Any such’ agreements will not affect the rights Borrower has - if any - with respect t