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When recorded mail to:
NOVASTARMMORTGAGE, INC.

ATTN: COLLATERAL CUNTROL

23046 AVE. DE LR CARLOTA 2ND FLOOR
LAGUNA HILLS, CA- 92653

Assessor’s Parcel or Account Numbé'rim"3’56__,3:'12—_2-7002—0220
Abbreviated Legal Description: TR RBE W . [3-35-3

[Inchede lot, block and plat or section, township and range]
Full legal description located on page

Title Order No.: C24657 .~ Eat
Escrow No.: C24657 LOAN #: 02-234155

[Space Above This L,iné For Rec.i"'rdii\g Data]
ISLAND TITLE CO. DEED OF TRUST

]MlN 100080100022341555 |

THIS DEED OF TRUST (**Security Instrument’”) is made on 5} DECEMBER 11, 2002. The grantor is
GARY A. HOLBOY AND CONNIE A. HOLBOY, HUSBAND AND WIFE

(‘‘Borrower™ ).
The trustee is ISLAND TITLE COMPANY

’ o (*"Trustee’").
The beneficiary is Mortgage Electronic Registration Systems, Inc. (¢ MERS™Y: (smiely as nommee for Lender, as
hercinafier defined, and Lender’s successors and assigns). MERS is organized. and-¢xisting: under the laws of
Delaware, and has an address and telephone number of PO Box 2026, Flint, MI48501-2026 tel (888) 679-MERS.
NOVASTAR MORTGAGE, INC., A VIRGINIA CORPORATION

(“Lender B)
is organized and existing under the laws of THE STATE OF VIRGINIA
and has an address of 23046 AVE. DE LA CARLOTA 2ND FLOOR, LAGUNA HILLS CA 92653

Borrower owes Lender the principal sum of ******TWO HUNDRED EIGHTY THOUSAND AN'D uo/ 100
********************************************************************* Dol]_ars
(U.S. $280,000.00 ). This debt is evidenced by Borrower’s note dated the same date as this Seclrity
Instrument (‘“Note’’), which provides for monthly payments, with the full debt, if not paid earlier, due- and payable _
on JANUARY 1, 2033. This Security Instrument secures to Lender: (a}therepayment .+
of the debt evidenced by the Note, with interest, and all renewals, extensions and modifications of the Note; () the -
payment of all other sums, with interest, advanced under paragraph 7 to protect the security of this Seéu‘rity *
Instrument; and (c) the performance of Borrower’s covenants and agreements under this Security Instrument and
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‘the Note. For this purpose, Borrower 1rremcably grants and conveys to Trustee, in trust, with power of sale, the

“following described property located in ~ SKAGIT County, Washington:

' _“THE EAST HALF OF THE EAST HALF OF THE WEST HALF OF THE NORTHEAST QUARTER

' OF THE NORTHWEST QUARTER OF SECTION 12, TOWNSHIP 35 NORTH, RANGE 3 EAST
/OF THE WILLIAMETTE MERIDIAN. EXCEPT THE NORTH 20 FEET THEREOF. SITUATE
© IN-'SKAGIT COUNTY, WASHINGTON.
< AP #1°350312-2-002-0220

which has the address -ef ;17380 SAMISH HEIGHTS ROAD, BOW,
[Strest, City],
Washington 98232 (*‘Property Address™);
b [le Coda]

TOGETHER WITH all the improvements now or hereafter erected on the property, and all easements,
appurtenances, and fixpures now o1 hereafter a part of the property. All replacements and additions shall also be
covered bythis Secuntylnstrument Allof the foregoing is referred to in this Security Instrument asthe *‘Property.”’
Borrower understands and -agrees that MERS holds only legal title to the interests granted by Borrower in this
Security Instrument; but, if necessary to.comply with law or custom, MERS (as nominee for Lender and Lender’s
successors and assigns) has the right: toexercise any or all of those interests, including, but not limited to, the right
to foreclose and sell the Property; and to take any action required of Lender including, but not limited to, releasing
or canceling this Security Instrument

BORROWER COVENANTS that Berrower is lawfully seised of the estate hereby conveyved and has the right
1o grant and convey the Property and that the Property is unencumbered, except for encumbrances of record.
Borrower warrants and will defend ganerallj,r the utle to the Property against all claims and demands, subject to
any encumbrances of record. .

THIS SECURITY INSTRUMENT combmes _u'ﬁiform covenants for national use and non-uniform covenants
with limited variations by jurisdiction to constitute a uniform security instrament covering real property.

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

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

2.  Funds for Taxes and Insurance. Subject to apphcable }aw or to a written 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 Tents on, the. Property, if any; (c} yearly hazard or property
insurance premiums, (d) yearly flood insurance premmms if any; {e) yearly. morigage insurance premmms ifany;
and (f) any sums payable by Borrower to Eender, in accordance with the provisions of paragraph 8, in lieu of the
payment of mortgage insurance premiums. These itemsare called: ‘Escrow Items.’” Lender may, at anytime, collect
and hold Funds in an amount not to exceed the maximum amourit.a lender for s federally related mortgage loan
may require for Borrower’s escrow account under the federal Real Estate 'Settlement Procedures Act of 1974 as
amended from time to time, 12 U.S.C. Section 2601 efseq. (*“RESPA’"), unless another law that applies to the Funds
sets a lesser amount. If so, 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 apphcable law.

The Funds shall be held in an institution whose depos1ts are insured by a fedetal-agency, instrumentality, or
entity (including Lender, if Lender is such an institution) or in any Federal Homi Loan BanK:. Lender shall apply
the Funds to pay the Escrow Items. Lender may not charge Borrower for holding and applying the Funds, annually
analyzing the escrow account, or verifying the Escrow Items, unless Lender pays Borrowef mterest 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 connection with this loan, unless
applicable law provides otherwise. Unless an agreement is made or applicable law requires inteyest to be paid,
Lender shall not be required to pay Borrower any interest or earnings on the Funds. Borrower and Lendermay agree
in writing, however, that interest shall be paid on the Funds. Lender shall give to Borrower, - without 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 amount ofthie Funds

held by Lender at any time is not sufficient to pay the Escrow Items when due, Lender may so notify Borrower iri.
writing, and, in such case Borrower shail pay to Lender the amount necessary to make up the deficiency. Borrowef'

shall make up the deficiency in no more than twelve monthly payments, at Lender’s sole discretion:

Uponpaymentin full of all sums secured by this Security Instrament, Lender shall promptly refund to Borrower‘ e :
any Funds held by Lender. If, under paragraph 21, Lender shall acquire or sell the Property, Lender, prior to the =" -
acquisition or sale of the Property, shall apply any Funds held by Lender at the time of acquisition or salc as a credlt *

against the sums secured by this Security Instrument.
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LOAN #: 02-234155
=" ‘3. Application of Payments. Unless applicable law provides otherwise, all payments received by Lender
under 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 late charges due under

' thse Note
e Charges; Liens. Borrower shall pay all taxes, assessments, charges, fines and impositions attributable
; to 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 fyrnish to Lender receipts evidencing the payments.

‘Bottower 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 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 éperate.to prevent the enforcement of the lien; or (¢} secures from the holder of the lien an
agreement sausfactory to Lender subordinating the lien to this Security Instrument. If Lender determines that any
part of the Property is subject to a lien which may attain priority over this Security Instrument, Lender may give
Borrower a notice 1dent1fymg 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 PropertyInsarance. Borrower shall keep the i mlprovements now existing or hereafter erected
on the Property insured againstloss by fire, hazards included within the term *‘extended coverage’ and any other
hazards, including floods orflooding; for which Lender requires insurance. This insurance shall be maintained in
the amounts and for the penods that Lender requires. The insurance carrier providing the insurance shall be chosen
by Borrower subject to Lendet’s approval which shall not be unreasonably withheld. If Borrower fails to maintain
coverage described above, Lender may, at Lender soption, obtain coveragetoprotect Lender’s rights in the Property
in accordance with paragraph-7. ©a

Allinsurance policiesand rencwals shallbe 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 premiurns dand renewal notices. In the event of loss, Borrower shall give prompt notice
to the insurance carricr and Lender, Lender may. make proof of loss if not made promptly by Borrower,

Unless Lender and Borrower otherwise agreein wnﬂng 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 economically 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 abandons the Property, or does not answer within 30 days a notice from
Lender that the insurance carrier has offered to settle a claim, then Lender may collect the insurance proceeds.
Lender may use the proceeds to repair or restore the Property or to pay surns secured by this Security Instrument,
whether or not then due. The 30-day period will be gm when the notice is given.

Unless Lender and Borrower otherwise agree in writing; any apphcatlon 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 agquired by Lender, Borrower’s right to any insurance
policies and proceeds resulting from damage to the Property prior to the acquisition shail pass to Lender tothe extent
of the sums secured by this Security Instrument immediately prior to the acquisition.

6. Occupancy,Preservation, Maintenance and Protectionof thie 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 Property as Borrower’s
principal residence for at least one year after the date of occupancy, unless Lender otherwise agrees inwriting, which
consertt shall not be unreasonably withheld, orunless extenuatmgmrcumstances exist which arebeyond 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 action or proceedm g, whether civil or critninal,
isbegun thatin Lender’s good faith judgment could result in forfeiture of the Propertyor otherwise materially impair
the lien created by this Security Instrument or Lender’s security interest. Borrower may cure such a default 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 interestin thie Propert_‘, or other matenal
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 false:or inaccurate information or
statements to Lender (or failed to provide Lender with any material mformatlon) n connectlon with the loan
evidenced by the Note, including, but not limited to, representanons concerning Borrower’s occupancy of the
Property as a principal residence. K this Security Instrument is on a leasehold, Borrower shall compply with all the
provisions of the lease. If Borrower acqulrcs fee title to the Property, the leasehold and the fee title shall nol merge
unless Lender agrees to the merger in wntmg

7. Protection of Lender’s Rights in the Property. If Borrower fails to pelforrn ‘thie covenants and
agreements contained in this Security Instrument, or there is a legal proceeding that may-significantly affect
Lender’s rights in the Property (such as a proceeding in bankruptcy, probate, for condemnatiosi or forfeiture o to
enforce laws or regulations), then Lender may do and pay for whatever is necessary to proteet the valte of the
Property and Lender’s rightsin the Property. Lender’s actions may include paying any sums secured by a lien which
has priority over this Security Instrument, appearing in court, paying reasonable attorneys’ fees and entering on’ the
Property to make repairs. Although Lender may take action under this paragraph 7, Lender does nct have to'do so.

Any amounts disbursed by Lender under this paragraph 7 shall become additional debt of Borrower sectured
by this Security Instrument. Unless Borrower and Lender agree to other terms of payment, these amounis shallbear

interest from the date of disbursement at the Note rate and shall be payable, with interest, upon notice from Lender‘ A

to Borrower requesting payment.

8. Mortgage Insurance. If Lender required mortgage insurance as a conditton of makmg the loan sccured“‘ Y

by this Security Instrument, Borrower shall pay the premiums required to maintain the mortgage insurance in eﬁec?
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" If; for:any reason, the mortgage insurance coverage required by Lender lapses or ceases to be in effect, Borrower
.“shallpay the premiums required to obtain coverage substantially equivalent to the mortgage insurance previously
 _ineffect,at a cost substantially equivalent to the cost to Borrower of the mortgage insurance previgusly in effect,
" from an alternate 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 accept; uise'and retain these payments as a loss reserve in licn of mortgage insurance. Loss reserve payments
maynolonger be required, at the option of Lender, if mortgage insurance coverage (inthe amount and for theperiod
that Lender requires) provided by an insurer approved by Lendera gainbecomes available and is obtained. Borrower
shall pay the-prémiums required to maintain mortgage insurance in effect, or to provide a loss reserve, until the
requirgmént for mortgage insurance endsin accordance with any written agreement between Borrower and Lender
or applicable law. -

9, TInspection. Lender or its 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. Condemmation: The proceeds of any award or claim for damages, direct or consequential, in connection
with any condemmatjon of other 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 event of a total taking of the Property, the proceeds shail be applied to the sums secured by this Security
Instrament, whether or notthenrdue, with any excess paid to Borrower. Inthe event ofa partial taking ofthe Property
in which the fair market value of 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.sécured by this Security Instroment shall be reduced by the amount of the
proceeds multiplied by the following fraction: (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 event 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-writing or unless applicable law otherwise provides, the proceeds shall
be applied to the sums secured by:this‘Security Instrument whether or not the sums are then due.

if the Property is abandoned by Borrewer, 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 tiotice 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, Security Instrument, whether or not then due.

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 such payments.

11. Borrower Not Released; Forbearance By 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 requited to commence proceedings against any successor in interest or refuse to
extend time for payment or otherwise modify amortization of the sums secured by this Security Instrument by reason
of any demand made by the original Botrower or Botrower’s successors in interest. Any forbearance by Lender in
exercising any right or remedy shall not be a waiver of or-prechide the exercise of any right or remedy.

12. Successors and Assigns Bound; Joint and Several Liability; Co-signers. The covenants and agreements
of this Security Instrument shall bind and benefit the successors and-assigns of Lender and Borrowet, subject to
the provisions of paragraph 17, Borrower’s covenants and agreements shall be joint and several. Any Borrower
who co-signs this Security Instrument but does not execute the Note: (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 Instrament; and (c) agrees that Lender and
any other Borrower may agree to extend, modify, forbear or make any accommeodations with regard to the terms
of this Security Instrament or the Note without that Borrower’s consent:. TR

13. Loan Charges. If the loan secured by this Security Instrument is subject to'a law which sets maximum
loan charges, and that law is finally interpreted so that the interest or othér loan charges collected or to be collected
in connection with the loan exceed the permitted limits, then: (a) any such Toan chargeshall be reduced by the
amount necessary to reduce the charge to the permitted limit; and (b) any sufms already collected from Borrower
which excecded permitted limits will be refunded to Borrower. Lender may choose to make this refund 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 under 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 shallbe directed
10 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 Lendér designates by notice to
Borrower. Any notice provided for in this Security Instrament shall be deemed to have been given to Borrower or
Lender when given as provided in this paragraph. wi Ay

15. Governing Law; Severability. This Security Instrument shall be governed by federal law and the law of
the jurisdiction in which the Property is located. In the event that any provision or clause ofthis Security Instrnment
or the Note conflicts with applicable law, such conflict shail not affect other provisions of this Security Inistriment
or the Note which can be given effect without the conflicting provision. To this end the provisions of this Security
Instrument and the Note are declared to be severable. R

16. Borrower’s Copy. Borrower shall be given one conformed copy of the Note and of this Security
Instrument. @ AL

17. Transfer of the Property or a Beneficial Interest in Borrower. If all or any part of the Proﬁeﬁ Qf any s

interest init is sold or transferred (or if a beneficial interest in Borrower is sold or transferred and Borrower is not
a natural person) without Lender’s prior written consent, Lender may, at its option, require immediate payment
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#" ipfull of all sums secured by this Security Instrument. However, this option shall not be exercised by Lender if
‘exercise is prohibited by federal law as of the date of this Security Instrument.

. IfLender exercises this option, Lender shall give Borrower notice of acceleration. The notice shall provide a

" périod of tiot less than 30 days from the date the notice is delivered or mailed within which Borrower must pay all

sumis secured by this Security Instrument. If Borrower fails to pay these sums prior to the expiration of this period,
‘Lender iy invoke any remedies permitted by this Security Instrument without further notice or demand on
‘Borrower. .

/18, Borrawer’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 earlier of: (a) 5 days {(or such
other period as applicable law may specify for reinstatement) before sale of the Property pursuant to any power of
sale copfained in this Security Instrument; or (b) entry of a judgment enforcing this Security Instrument. Those
conditions are that Borrower: (a) pays Lender all sums which then would be due under this Security Instrument
and the Note asif io aceeleration had ocourred; (b) cures any default of any other covenants or agreements; (¢) pays
all expenses incurred inenforcing this Security Instrument, including, but not limited to, reasonable attorneys’ fees;
and (d) takes suchaction as.Lender may reasonably requite 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, effective 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
Security Instrument) may be sold ofie or more times without prior notice to Borrower. A sale may resultina change
in the entity (known as the *‘Loan-Servicer””) that collects monthly payments due under the Note and this Security
Instrument. There also may-be‘one or more changes of the Loan Servicer unrelated to 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 made::Thenotice will also contain any other information required by applicable law.

20. Hazardous Substances. Borrower shall not cause or permit the presence, use, disposal, storage, orrelease
of any Hazardous Substances on of in-the Property. Borrower shall not do, nor allow anyone ¢lse to do, anything
affecting the Property that is in violation.ef any 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 giveLender writtén notice of any investigation, claim, demand, lawsuit or other action
by any governmental or regulatory agency of privite party involving the Property and any Hazardous Substance
or Environmental Law of which Borrower has actual knowledge. If Borrower learns, ot is notified by any
governmental or regulatory authority, that anyy 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 substancés: ‘gasoline, kerosene, other flammable or toxic
petroleumproducts, toxicpesticides and herbicides, volatile solvents, materials containing 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 relaté, to health, safety or environmental protection.

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

21. Acceleration; Remedies. Lender shall give notice to Borrower 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; (¢} a date, not less than 30 days from the date the notice is given to
Borrower, by which the default mast be cured; and (d) that failure 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 further 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 accelerationi and sale, and any other matters
required tobe includedin the notice by applicable law. If the default isnot ciired 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 otherremedies permitted by
applicable law. Lender shall be entitled to collect all expenses incurred in pursuing the remedies provided
in this paragraph 21, including, but not limited to, reasonable atterneys® feés and costs of title evidence.

If Lender invokes the power of sale, Lender shall give written notice to Trustee.of the occurrence 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 Berrower and to other personsas applicable 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 public auction to the highest bidder at the time and
place and under the terms designated in the notice of sale in one or more parecels and in any order Trustee
determines. Trustee may postpone sale of the Property for a period or periods permitted by applicablélaw
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 anycovenant or
warranty, expressed or implied, The recitals in the Trustee’s deed shall be prima facie evidenceof the truth

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 limited to, reasonable Trustee’s and attorneys’ fees; (b) to'all sums™ .
secured by this Security Instrument; and (c) any excess to the person or persons legally entitled to it 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 ta reconvey the Property and shall surrender this Security Instrument and all notes evidencing debt secured

by this Security Instrument to Trustee. Trustee shall reconvey the Property without warranty and without charge
" 16 theperson or persons legally entitled to it. Such person or persons shall pay any recordation costs.
i 23" Substitute Trustee. In accordance with applicable law, Lender may from time to time appoint a successor
“trustee todiiy Trustee appointed hereunder whohas ccased 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. Riders to this Security Instrument. If one or more riders are executed by Borrower and recorded together
with this Security Instrument, the covenants and agreements of each such rider shall be incorporated into and shall
amerid and suppleinent the covenants and agreements of this Security Instrument as if the rider(s) were a part of

this Security Instrument.

{Check applicable box(es)]
[ x] Adjustable Rate Rider (I Condominium Rider (| 1-4 Family Rider
] Graduated Payment Rider (I Planned Unit Development Rider i Biweekly Payment Rider
[ _'Balloon Rider ™ .. . [_IRate Improvement Rider Second Home Rider

[ IV.A Rider” .-~ = - ("x] Other(s) [specify] ADDERDUM TO ARM RIDER;
PREPAYMENT RIDER

BY SIGNING BEﬁQW,_BE_nowef:' accepts and agrees to the terms and covenants contained in this Security
Instrument and in any rider(s) executed by Borrower and recorded with it.

Witnesses:
(7‘—;_,1_,\ A Hmﬂ”f\ (Seal)
S \

Y A. HOLBQY

"A. ﬁdLBdY\ i

L ’ _‘_..,;\_‘\'\“\\‘

STATE OF WASHINGTON

County of §m \KLC’YYWQ/L ‘ e )
On this day personally appeared before me éa/ru\ F} . H‘O l bo v &Ly\g‘
7 (onace A~ Holboy

§8!

described in and who exe(;:utépr_l~~tlie)§'i"t-hin and

to me known to be the individual ‘S
foregoing instrument, and acknowledged that T\ne signed the same as :°_-

free and voluntary act and deed, for the uses and purposes ?;%rein mentioned. . PR
GIVEN under my hand and official seal this |¥Y  dayof —Def'., 000

gééd&nd,7% Willnd.
Notary Public in and for the State of Washing’Em, regidﬁg at ._ A

My Appointment Expires on O I , 00, ‘O'J

WASHINGTON- Single Family -FNMA/FHLMC UNIFORM INSTRUMENT
Form 3048 9/90 Amended 5/91 Mren £ nF £
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LOAK #: 02-234155

ADJUSTABLE RATE RIDER
(LIBOR INDEX - RATE CAPS)
6-MONTH LIBOR

THIS APJUSTABLE RATE RIDER is made this ~ 11TH day of DECEMBER, 2002,
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
MORTGAGE, INC., A VIRGINIA CORPORATION

' ( the “Lender’ :)
of the same date and covering the property described in the Security Instrument and located at:
17380 SAMISH HEIGHTS. ROAD, BOW, WA 98232

THENOTE CON’fZA]f'I'{S{“I_’-ROi}ISIONS ALLOWING FORCHANGESINMY 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 interest rate of ~ 7.500%. 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 will'pay will change on the 18T day of
JANUARY, 2006 and on the 1sT day of every  6TH

month thereafter. Each date on which my interest rate could change is called an “‘Interest Rate
Change Date’’. 5 %

(B) The Index ey

Beginning with the first Interest Rate Change Date; my interest rate will be based on an Index.
The “‘Index’” is the average of interbank offered ratesfor 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 preceding the
month in which the Interest Rate Change Date occursis called the *‘Current Index.”’

If the 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 this choice.

(C)Calculation of Change %

Before each Interest Rate Change Date, the Note Holderwill calculate my new interest rate
by adding SIX AND THREE-EIGHTHS percentage point(s) ( 6.375% )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 I am expected to owe at the Interest Rate Change Date
in full on the Maturity Date at my new interest rate in substantially equat'payments. The result of
this calculation will be the new amount of my monthly payment. =

(D)Limits on Interest Rate Change L o e s

The interest rate I am required to pay at the first Interest Rate Change Datewill not 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 Pate by more than
ONE percentage point(s) ( 1.000% ) trom the rate of
interest I have been paying for the preceding 6 < month(s).

My interest rate will never be greater than ~ FOURTEEN AND ONE-HALF .~ .~ ‘percent
( 14.s00% ) which is called the ‘“Maximum Rate.”” My interest rate will never be less‘than
;EVEH AND ONE-HALF percent (  7.500%  )whichis called the “Minimum

ate.’’ S

(E) Effective Date of Change

My new interest rate will become effective on each Interest Rate Change Date. I will paythe
amount of my new monthly payment beginning on the first monthly payment date after the Interest .~
Rate Change Date until the amount of my monthly payment changes again. T

(F) Notice of Change

The Note Holder will deliver or mail to me a notice of any change in my interest rate aricl-t’ﬁé

amount of my monthly payment before the effective date of any change. The notice will include

w0
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AP LOAN #: 02-234155
information‘tequired 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 the Property shall be governed by the following, any provision of the Security
Instrument to the contrary notwithstanding:

Transfér. 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 full 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. Note Holder also shall not exercise this optionif. (a) I submit to Note Holder
information required by Note Holder to evaluate the intended transfereeas ifanew loan were being
made to the transfereé: 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 this Security Instrument is acceptable to Note Holder.

To the extent permitfed-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 promises and agreements made in the Note and in this Security
Instrument. I will continue to be obligated under the Note and this Security Instrument unless Note
Holder releases me in writing,~ -~

If Note Holder exercises thé optionto require immediate payment in full, Note Holder shall
give me notice of acceleration. The notice shall 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. If 1 fail to pay these sums prior to 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 accepts and agrees to the terms and covenants contained
in this Adjustable Rate Rider. IR

CONNIE A: HOLBOY \ '

Page 2 of 2 i - P5421RDU
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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 117H - . day of DECEMBER, 2002, and isincorporated into and shall be 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 MORTGAGE, INC., A VIRGINIA
CORPORATION :

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

17380 SAMISH HEIGHTS ROAD = -

BOW, WA 98232 e

The interest rate stated on the Note is called the ““Note Rate.”” The date ofthe Note is called
the ‘‘Note Date.”” T 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 Addendumby transfer and who is entitled to receive payments
under the Note is called the ‘‘Note Holder.”” I 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 rate could change is called an *‘Interest Rate Change
Date.”” I understand a new Note Holder may not wish to exercise the Conversion Option.

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

1. FIXED INTEREST RATE OPTION

I may have a Conversion Option which I may be able 1;_0' exerciseif all 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 I am required to pay under the Note from an adjustable rate
to the fixed rate calculated under Section 4 below. .

1 may only exercise the Conversion Option once. The Conversmn Optlon will be available to
me only during the period beginning on the 1sT . Interest Rate
Change Date, and ending on the  4TH +Interest Rate Change
Date(the* ‘Optlon Period’"). The new, fixed interest rate (the ¢ Cenverted Rate’ "ywill be effective
beginning on the first day of the second month following the month in wh1ch I exercise the
Conversion Option (the *‘Conversion Date’’). :

2. CONDITIONS TO EXERCISING THE CONVERSION O.P.';.Iiﬁ‘l(i).N"ﬁ A

IfI have the Conversion Option and choose to exerciseit, certain conditionsmust be met. These
conditions are that: (a) [ must give the Servicer notice during the Option Period in.the manner
prescribed in Section 3 below that I wish to exercise the Conversion Option; (b) onithedate I give
the Servicer notice that [ wish to exercise the Conversion Option, [ must not be‘in default under
the Note or the Security Instrument and I must not have been delinquent thirty days or more in
making any payment I was required to make under the Note during the twelve months inimediately

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 HO/100
dollars ( $250 00~

on the Exercise Date; (d ) I must have supplied to the Servicer information necessary to compiete
anupdated credit review and Imust 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 described in-

the Security Instrument may have 4 cince the Note Date, the Servicer must have received

anupdated appraisal of the proper /@%Wymg ﬁéﬂ%ﬁ%@ﬁm prepared by an appralseif__:;_:; 0
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acceptable to the Servicer and I must pay any related appraisal fee paid by the Servicer to a third
party; (g) | 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 Conversion Option if 1 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 in effect for similar loans. T also understand that | may not be allowed to exercise
the Conversion Optionifthe value of the property described in the Security Instrument has declined
since the Note Date s

3. EXERCISING THE CONVERSION OPTION

To obtain 1nformat1on 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 time subsequent to the
telephone call, evern on thé 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 durmg 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 1 de31re to exercise the Conversion Option, the Servicer will
forward to me any documents necessaryto-effect the Conversion Option. I must complete and sign
the documents provided by the Servicer and return them to the Servicer together with the
conversion fee, credit review feesand, if applicable, the appraisal fee described in Section 2 above.
The datethe cornpleted and signed documents arereceived together withthe conversionfee, credit
review fees and, if applicable, the appraisal report and appraisal fee is called the Exercise Date.
The Converted Rateis the rate quoted by theServicer onthe Exercise Date. Ifthe fees and properly
completed documents are not receivedby the Servicer on the Exercise Date, my adjustable interest
rate will not be converted to a fixed 1nterest rate.

4. CALCULATION OF THE CONVERTED RATE

The Converted Rate will be equal to the Federal Natlonal 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-elghth percent (. 125%) as quoted by the Note
Holder.

5. CALCULATION OF THE NEW PAYMENT AMOUNT

If I have the Conversion Option and choose to exercise 1t the Serv1cer will determine the
amount of the monthly payment that will be sufficient to repay 1 the unpald 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 ofthe Note unless [ pay the Notein ﬁlll pnor to 1ts Matum:y Date.

6. TRANSFER OF THE PROPERTY

Tf T exercise the Conversion Option under the conditions stated in this R1der Addendum the
conditions under which I may be required to make immediate payment in fiill of all amounts I owe
under the Note because of transfer of property which are described in the'section of the Note
captioned ‘“Uniform Secured Note’” will cease to be in effect. Instead such condltlons wﬂl be as
follows; S -

Transfer of the Property. If all or any part of the Property or any 1nterest 1n 1t 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 federal law
as of the date of the Security Instrument. F

If the Note Holder exercises this option, the Note Holder shall give me notice of acceler'ci'j:iioﬂf

The notice shall provide a period of not less than thirty days from the date the notice is delivered .-~ ]

ORI e
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“or malled w1th1n which I must pay all sums secured by the Security Instrument. IfI fail to pay these
sums prior to.the expiration of this period, the Note Holder may invoke any remedies permitted
by: the Secunty Instrument without further notice or demand on me.

BY SIGNING BELOW, Borrower accepts and agrees to the terms and covenants contained
in this R1der Addendum

(o SN eyl /fb/

GARY A. HOLBOY

NTNAR ch[ﬁﬂ)ﬁ/] i

NIE A. HOLBOY ate

Page 3 of 3 5 P5421ADU
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PREPAYMENT RIDER

THIS PREPAYMENT RIDER is made this 11TH day of DECEMBER, 2002, 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 to NOVASTAR MORTGAGE, INC., A VIRGINIA
CORPORATION: " .-

of the same datc and @d'v.ering the Property described in the Security Instrument and located at:
17380 SAMISH HEIGHTS ROAD, BOW, WA 98232

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

I have the right to.make payments of princif)a.l at any time before they are due. A prepayment
of all of the unpaid principal is known as a ‘“full prepayment. VA preﬂj\?yment of only part of the
unpa.iél principal is known asa “partial prepayment.”” ['will notify the Note Holder in writing that
I am deing so. [ :

During the first THIRTY SIX & (36 ) month(s) of my loan, I will
be charged a PREPAYMENT PENALTY in an amount equal to SIX
( 6 ) month(s)’- interest (at the rate in effect at the time Prepayment occurs) on an
Prepayment I make in excess.of TWENTY percent (  20.000% E
of the original principal balance’in any " TWELVE ( 12 )mont
period. Thereafter, I may make full Prepayment or partial Prepayments without paying any
prepaﬁ'ment char%e. e By s

The Note Holder will use all of my Prepayments to reduce the amount of Principal that I 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 Holderagrées in writing to those changes. [If this Note 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
Prepayment may be offset by an interest rate increase:]

f the foregoing prepayment pqnal;cly' exceeds that: permitted by applicable law, only the
maximum E{Sﬁz\t}yment penalty permitted by applicablelaw wilt be imposed.

BY SI G BELOW, Borrower accepts and agrees to the terms and covenants contained
in this Prepayment Rider.

A

K. HOLBOY . ]

CQENIE A. HOLBOK ’

G.
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