When recorded mail to:

NOVASTRR MORTGAGE

ATTH: COLLATERAL COHTROL

23046 AVE. DE LA CARLOTA ZND FLOOR
LAGUNA HILLS, CA 92653

Assessor’s Parcel or Account Number: 37 1'u§.¥'006_7_916-0006
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N. 15" of Lot 15 & all Lot 16 Bl 6 "Eastern Add. to Mt. Vernon"
[Include lot, block and plat or section, township and range]

Full legal description located on page 2

Title Order No.: 104477-PE
Escrow NRo,: 104477-PE Wﬂﬂﬂfcﬂuﬂﬂfﬂfmncﬁum LOAN #: 02-255788

[Space Above This Lme F v Recording Data]

DEED OF TRUST

IMIN 100080100022557887 |

THIS DEED OF TRUST (**Security Instrument’*) is made on JANUARY 3 2003. The grantor is
MASON E. J. SAGE, AN UNMARRIED MAN :

(**Borrower’’).
The trustee is LAND TITLE CO

S (Trustee™,
The beneficiary is Mortgage Electronic Registration Systems, Inc, (**MERS "} (solclv as nommee for Lender, as
hereinafter defined, and Lender’s successors and assigns). MERS is organized and existing ymder the laws of
Delaware, and has an address and telephone number of PO Box 2026, Flint, MI 48501 -2026 tel (888) 679-MERS.
NOVASTAR MORTGAGE, INC., A VIRGINIA CORPORATION

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

Borrower owes Lender the principal sum of ***#%%+*ONE HUNDRED THIRTY EIGHT THOUSAND SIX,‘._ &.
HUNDRED AND NO/].OO*************************************************** DUH&IS
(.S, $138,600,00 ). This debt is evidenced by Borrower’s note dated the same date as this Secunty ¢
Instrument (* ‘Note’ "}, which provides for monthly payments, with the full debt, if not paid carlier, due and, payable :
on FEBRUARY 1, 2033. This Security Instrument secures to Lender: (a) the répavment -
of the debt evidenced bv the Note, with interest, and all renewals, extensions and modifications of the Note; (b the:™ -
payment of all other sums, with interest, advanced under paragraph 7 to protect the security of this Securl‘q

Instrument; and (¢) the performance of Borrower’s covenants and agreements under this Security Instrumc;ntgad
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LOAN #: 02-255788
+ the Note. For this purpose, Borrower irrevocably grants and conveys to Trustee, in trust, with power of sale, the
_“following described property located in ~ SKAGIT County, Washington:
-""'IK_THE NCRTH 15 FEET OF LOT 15 AND ALL OF LOT 16, BLOCK 6, "MAP OF THE
* EASTERN ADDITION TO MT. VERNON, SKAGIT CO., WASHINGTON,” AS PER PLAT
_RECORDED IN VOLUME 2 OF PLATS, PAGE 100, RECORDS OF SKAGIT COUNTY,
WASHINGTON.
AP #: 3718-006-016-0006

which has the address of 2 11 SOUTH 10TH STREET, MOUNT VERNON,

. [Street, City],

Washington 9827 3 (“‘Property Address’);
o [Zip, Code]

TOGETHER WITH alf the 1mprovements now or hereafter erected on the property, and all easements,
appurtenances, and fixtures now or hereafter a part of the property. All replacements and additions shall also be
covered bythis Security Instrument ‘Al of the foregoing is referred to in this Security Instrumernt 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 necessary to complv 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; and to.take any action required of Lender including, but not limited to, releasing
or canceling this Security Instrument N

BORROWER COVENANTS that Borroner 15 lawfullv 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 generallv the t1t1e to the Property against all claims and demands, subject to
any encumbrances of record. : :

THIS SECURITY INSTRUMENT corhlii_neéuﬁiform covenants for national use and non-uniform covenants
with limited variations by jurisdiction to conétitu’te 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 prompily pay when
due the principal of and interest on the debt evidenced by the Noie and any prepayment and late charges due under
the Note.

2. Funds for Taxes and Insurance. Subject to apphcable law 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-atiain pnontv over this Security Instrument as a lien
on the Property; (b) yearly leaschold payments or ground rents on thie Property, if any; (c) yearly hazard or property
insurance preminms; (d} yearly flood insurance premmms ifany; (¢} yearly mqngage insurance prcmlums if any;
and (f) any sums payable by Borrower to Lender, in accordance with the provisions of paragraph 8, in licu of the
payment of mortgageinsurance premiums. These itemsarecalled* ‘Escrowltems "’ Lender may, at any time, collect
and hold Funds in an amount not to exceed the maximum amount'a lender for a federally related mortgage loan
may require for Borrower’s escrow account under the federal Real Estate Settlenient Procedures Act of 1974 as
amended fromtimetotime, 12 U.8.C. Section 2601 efseq. (“RESPA’"), unless another law that appliesto the Funds
sets a lesser amount. If so, Lender may, at any time, collect and hold Funds in an amiount 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 deposits are insured by a federal dgency, instrumentality, or
entity (including Lender, if Lender is such an institution) or in any Federal Home Loan Bank. Lender shall apply
the Funds to pay the Escrow Items. Lender may not charge Borrower for holding and applvmg 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. However, Lender may réguire Botrower to pay a one-
time charge for an independent real estate tax reporting service used by Lender in connection, W ith this loan, unless
applicable law provides otherwise. Unless an agreement is made or applicable law requires interest to be paid,
Lender shall notbe required to pay Borrower any interest or earnings on the Funds. Borrower and Tendér miay agree
in writing, however, that interest shall be paid on the Funds. Lender shall give to Borrower, without chaige, 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 Secunty Instrument.

Ifthe Funds held by Lender exceed the amounts permitted to be held by applicable law, Lender shiall account
to Borrower for the excess Funds in accordance with the requirements of applicable law, If the amourit of the Funds., :
held by Lender at any time is not sufficient to pay the Escrow Items when due, Lender may so notify Borrowerin
writing, and, in such case Borrower shall pay to Lender the amount necessary to make up the deﬁmency Borwwer
shall make up the deficiency in no more than twelve monthly pavments, at Lender’s sole discretion, © TrE

Upon paymentin full of all sums secured by this Security Instrument, Lender shall promptly refund to Borrow of ra
any Funds held by Lender. If, under paragraph 21, Lender shall acquire or sell the Property, Lender, prior toithe™ -
acquisition ot sale of the Property, shall apply any Funds held by Lender at the time of acquisition or sale asa credlt,--"”
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
. under paragraphs 1 and 2 shall be applied: first, to any prepayment charges due under the Note; second, to amounts

+ r.payable under paragraph 2; third, to interest due; fourth, to principal due; and last, to any late charges due under

the Note..-

¢ .4, Charges; Liens. Borrower shall pay all taxes, assessments, charges, fines and impositions attributable
_:to the Properby 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,
Borgower 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 fumnish to.Lender receipts evidencing the payments.

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 to Lender; (b)
comtests in good faith the lien by, or defends against enforcement of the lien in, legal proceedings which in the
Lender’s opinion operate to prevent the enforcement of the lien; or (c) secures from the holder of the fien an
agreement satrsfactory 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 identifying | 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 improvements now existing or hereafter erected
on the Property insured againstdoss by fire, hazards included within the term *“extended coverage’ and any other
hazards, including floodsor flogding, 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 Lender’s approval which shall not be unreasonably withheld. If Borrower fails to maintain
coverage described above, Lender may, at Lender soption, obtain coverage toprotect Lender s rights inthe Property
in accordance with paragraph 7. :

Allingurance policies and renewals shall be acceptable to Lender and shallinclude a standard mortgage clause,
Lender shail have the right to hold the policies and renewals. If Lender requires, Borrower shall promptly give to
Lender all receipts of paid premiums afid renewal notices. In the event of loss, Borrower shall give prompt notice
to the insurance carrier and Lender: Lendét may miake proof of loss if not made promptly by Borrower.

Unless Lender and Borrower otherwrse agreein Wntmg, 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 nof economrcally 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 sums secured by this Security Instrument,
whether or not then due. The 30-day period will begm when thenotice is given.

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

6. Occupancy,Preservation, Maintenance and Protection of the 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 cofitinue to occupy the Properry as Borrower’s
principal residence for at least one vear after the date of occupancy, unless Lender otherwise agrees inwriting, which
consent shall notbe unreasonably withheld, orunless extenuating circumstances exist which are beyond Borrower’s
control. Borrower shall not destroy, damage or impair the Property;.allow‘the Propertv to deteriorate, or commit
waste on the Property. Borrower shall be in default if any forfeiture action orproceeding, whether civil or criminal,
isbegun thatin Lender’s good faith judgment could result in forfeiture of the Property or 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 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 false or inacgurate information or
statements to Lender (or failed to provide Lender with any material 1nformatlon) in connection with the loan
evidenced by the Note, including, but not limited to, representations concerning Bortower’s-occupancy of the
Property as a principal residence. If this Security Instrument is on a leaschold, Borrower shall comply with all the
provisions of the lease, If Borrower acqulres {ee title to the Property, the leasehold and the fee mle shall not merge
unless Lender agrees to the merger in wrmng

7. Protection of Lender’s Rights in the Property, If Borrower fails to perform the ccwenants and
agreements contained in this Security Instrument, or there is a legal proceeding that may:- srgmﬁcanﬂyr affect
Lender’s rights in the Property (such as a proceeding in bankruptcy, probate for condemnationor forfeiture or to
enforce laws or regulations), then Lender may do and pay for whatever is necessary to protéct the'value of the
Property and Lender’s rights in the Property. Lender’s actions may include paying any sums securedbya lien which
has priority over this Security Instrument, appearing in court, paying reasonable attorneys’ fecs and entering on the,.-. )
Property to make repairs. Although Lender may take action under this paragraph 7, Lender does not have to do s

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

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

to Borrower requesting payment. S
8. Mortgage Insurance. If Lender required mortgage insurance as a condition of making the loan secured»"
by this Security Instrument, Borrower shall pay the premiums required tomaintain the mortgage insurance in effect.
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S Iy 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

* in‘effect, at a cost substantially equivalent to the cost to Borrower of the mortgage insurance previously in effect,
* from an alternate mortgage insurer approved by Lender. If substantially equivalent mortgage insurance coverage
is mot available, Borrower shall pay to Lender each month a sum equal to one-twelfth of the yearly mortgage
1msuram:e premium being paid by Borrower when the insurance coverage lapsed or ceased to be in effect. Lender
"‘-Wlll accept; use'and retain these payments as a loss reserve in lieu of mortgage insurance. Loss reserve payments
maynolonger berequired, atthe optlon of Lender, if mortgage insurance coverage (in the amount and for the period
that Lender reqmres) provided by an insurer approved by Lender again becomes available and is obtained. Borrower
shall pay the preminms required to maintain mortgage insurance in effect, or to provide a loss reserve, until the
requirgment for mortgage insurance ends in accordance with any written agreement between Borrower and Lender

or applicable law, <

9. In.spectmn Lenderor 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. Cendemnation: The proceeds of any award or claim for damages, direct or consequential, in connection
with any condemnation or other taking of any part of the Property, or for conveyance in licu of condemnation, are
hereby assigned and shall be paid to Lender.

In the event of a total takmg of the Property, the proceeds shall be applied to the sums secured by this Security
Instrument, whether or notthendue, with any excess paid to Borrower. Inthe event of a partial taking of the 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 Secumy Instrument immediately before the taking, unless Borrower and Lender
otherwise agree in writing, the sumis secured by this Secutity Instrument 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 Jess than thé 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-Iristrument whether or not the sums are then due.

If the Property is abandoned by Borrower, or 1__f 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
thenoticeis given, Lenderis authorized to collectand apply the proceeds, at its option, either to restoration or repair
of the Property or to the sums secured by this Securlty 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 monthlv 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 liabilityof the original Borrower or Borrower’s successors
in interest. Lender shall not be required to commence proceedmgs 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 Borrower or Borrower's successors in interest. Any forbearance by Lender in
exercising any right or remedy shall not be a waiver of o, preclude the exercise of any right or remedy.

12. Suceessorsand Assigns Bound; Joint and Several Liability; Co-slgners The covenants and agreements
of this Security Instrument shall bind and benefit the successors and assigns of Lender and Borrower, subject to
the prowsmns of paragraph 17. Borrower’s covenants and agreements shall be joint and several. Any Borrower
who co-signs this Security Instrumentbut does not execute the Note! (a) is co=signing this Security Instrament only
to mortgage, grant and convey that Borrower’s interest in the Property under the terms of this Secunty Instrument;
(b) is not personally obligated to pay the sums secured by this Security Instrument; ind (c) agrees that Lender and
any other Borrower may agree to extend, modify, forbear or make any accemmodaums with regard to the terms
of this Security Instrament or the Note without that Borrower’s consent,”

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 1ntelpreted sothat the interest or other loan charges collected or to be collected
in connection with the loan exceed the permitted limits, then: () any such-loan chargeshall 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 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 wiider the Note.

14. Notices. Any notice to Borrower provided for in this Security Instrument shall be glvcn 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 demgnates by notice to
Borrower. Any notice provided for in this Security Instrument shall be deemed to have been gwen o Bormwer or
Lender when gwen as provided in this paragraph.

15, Gov ermng Law; Sev erablllty This Security Instrument shall be governed by federal law and the law of
the jurisdiction in which the Property islocated. In the event that any provision or clause of this Security Tnstrument
or the Note conflicts with apphcable law, such conflict shall not affect other provisions of this Securltvj Instroment...
or the Note which can be given effect mthout the conflicting provision. To this end the provisions of IhlS Secumy :
Instrument and the Note are declared to be severable,

16. Borrower’s Copy. Borrower shall be given one conformed copy of the Note and of thls Secunty..-‘
Instrument. E

17. Transfer of the Property or a Beneficial Interest in Borrower. If all or any part of the Propertv or ANy’
interest in it is sold or transferred (or if a beneficial interest in Borrower is sold or fransferred and Borrower is niof-”
a natural person) without Lender’s prior written consent, Lender may, at its option, require immediate gayment
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+* infull of all sums secured by this Security Instrument. However, this option shall not be exercised by Lender if
. exerclse is prohibited by federal law as of the date of this Security Instrument.
# 1 [fLender 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
sumis secured by this Security Instrument, If Borrower fails to pay these sums prior to the expiration of this period,
_:Lendcr rnay mvoke any remedies permitted by this Security Instrument without further notice or demand on
‘Borrower: .,

A8 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 power of
sale contained 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 Notgas if o acceleration had occurred; (b) cures any default of any other covenants or agreements; (C) pays
all expenses incurred in enforcing this Security Instrument, rncludlng, but not limited to, reasonable attorneys’ fees;
and (d) takes such action 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 Instrement 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 ofi¢ or more times without prior notice to Borrower. A sale may resultin a change
in the entity (known as the ‘Loan Scrwcer’ ") that collects monthty 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, Barrower 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, The notice 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 is in violation of any Environmental Law. The preceding two sentences shall not apply
to the presence, use, or storage on the Properl:}, 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 written notice of any investigation, ¢laim, demand, lawsuit orother 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 thnse substances defined as toxic or hazardous
substances by Environmental Law and the following substances: .gasoline, kerosene, other flammable or toxic
petrolcumproducts toxic pesticides and herbicides, volatile solvents, materials containing asbestos or formaldehyde,
and radicactive materials. As used in this paragraph 20, ‘Env1romnental Law’ means federal laws and laws of
the jurisdiction where the Property is located that relate to hcalth safety or environmental protection.

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

21. Acceleration; Remedies. Lender shall gne notice to Borrower. prior to acceleration following
Borrower’s breach of any covenant or agreement in this Secuntv Instrument (but not prior to acceleration
under paragraph 17 unless applicable law provides otherwme}. 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 failure to cure thé 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. Thé notice shall further inferm
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 Berrower to acceleration_and sa]e, and any other matters
required tobe included in the notice by apphcable law. If the default isnot cured on or before the date specified
in the notice, Lender, atits 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 coltect all expenses incurred in pursuing the remedies provided
in this paragraph 21, including, but not limited to, reasonable attorneys’ fees and costs ‘of title evidence.

I Lender mvokes 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 Lenller shall take such
action regardmg notice of sale and shall give such notices to Borrower and to other persons as applu:able law
may require. After the time required by applicable law and after publication of the noticé 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 parcels and in any order Trustee
determines. Trustee may postpone sale of the Property for a period or periods permitted by. apphcable Taw
by public announcement at the time and place fixed in the notice of sale. Lender or its desngnee mav purchaseh.. :
the Property at any sale,

Trustee shall deliver fo the purchaser Trustee’s deed conveying the Property without any covenam ar ¢
warranty, expressed or implied. The recitals in the Trustee’s deed shall be pnma facie evidence of the trith |
of the statements made therein. Trustee shall apply the proceeds of the sale in the following order:‘(ayto all
expenses of the sale, including, but not limited to, reasonable Trustee’s and attorneys’ fees; (b) to all sums.”
secured by this Secunty 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 toreconvey the Property and shall surrender this Security Instrument and all notes evidencin g debt secured

by this Security Instrument to Trustee. Trustee shall reconvey the Property without warranty and without charge

to the person or persons legally entitled to it. Such person or persons shall pay any recordation costs.
¢ .-"23." Substitute Trustee. [n accordance with applicable law, Lender may from time to time appoint a successor
; trustee toany Trusiee appoinied 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 farmmg purposes.
- 25. Riders fo this Security Instrument. If onc or more riders are executed by Borrower and recorded together
with this Secur1t3 Instrument, the covenants and agreements of each such rider shall be incorporated into and shail
amenid and supplement the covenants and agreements of this Security Instrument as if the rider(s) were a part of

this Seciirity Instrument,
[Check applicablebox(es)]

[x] Adjustable Rate Rider L Condominium Rider (Z_11-4 Family Rider
[ Graduated Pay ment Rider ] Planned Unit Development Rider [ Biweekly Payment Rider
[_IBalloon Rider* .~ (___]Rate Improvement Rider [ 1 Second Home Rider

[ IV.A Rider” .~ - - [_x] Other(s) [specify] ADDENDUM TO ARM RIDER;
ET T PREPAYMENT RIDER

BY SIGNING BELOW Borrewer accepts and agrces to the terms and covenants contained in this Security
Instrument and in any nder(s) executed by Barrower and recorded with it.

Witnesses:
Mﬂ é)/ &7 Z - (Seal)
MASON E. J. SAGE]J
STATE OF WASHINGTON }
58
County of Skagit
On this day personally appeared before me Mason E.J. Sage

to me known to be the individual described in and who executed the mtlnn and
foregoing instrument, and acknowledged that he signed the same as hlS S :

free and voluntary act and deed, for the uses and purposes therein mentioned. -
GIVEN under my hand and official seal this day of January, 2003_

&_«‘“ v }; lrijmd for the State ot “Iashmgton, residing al

PO
R ecn
. ; Sy R oL 2 o
My Appointment Expireson 12/31/ 20%)3 (,, ,1,% \&; :5 ;
WASHINGTON- Single Family -FNMAFHLMC UMB%M ufSTRYRa pg_ =

TR
Form 3048 9/90 Amended 5/91 JB 9 g@‘ - WACDEED .
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LOAN #: 02-255788
ADJUSTABLE RATE RIDER
(LIBOR INDEX - RATE CAPS)
6-MONTH LIBOR

THIS*ADJUSTABLE RATE RIDER 1s made this  3RD day of JANUARY, 2003,

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

e R T . ‘ ( the ““Lender’”)
of the same date and covering the property described in the Security Instrument and located at:
211 SOUTH 10TH STREET, MOUNT VERNON, WA 98273

THE NOTE CONTAINS PROVISIONS ALLOWING FORCHANGES IN MY 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  7.990%. 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 FE
The adjustable interest rate T will.pay'will change on the 18T day of
FEBRUARY, 2005 and onthe 1g7. day of every  6TH

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

(B) The Index S

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 rates for six-month U.S. dollar-denominated
deposits in the London market (‘‘LIBOR’), as published in The 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 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 this choice.

(C) Calculation of Change

Before each Interest Rate Change Date, the Note Holder-will calculate my new interest rate
by adding FIVE AND SEVEN-EIGHTHS percentage point(sy{ 5.875% )to the
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 atthe 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.  ° e

(D)Limits on Interest Rate Change R

The interest rate I am required to pay at the first Interest Rate Change Date-will 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 Daté by moré than
ONE percentage point(s) (  1.000% = ) fromthe rate of
interest 1 have been paying for the preceding 6 o0 month(s).

My interest rate will never be greater than ~ FOURTEEN AND 99/100 17 Cpercent
(  14.990% ) whichis called the ‘‘Maximum Rate.’” My interest rate will never be less than
SEVEN AND 99/100 percent ( 7.990%  )whichis called the “Mininium
Rate.”

(E) Effective Date of Change Py ar
My new interest rate will become effective on each Interest Rate Change Date. I will pay-the: -
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, § i
(F) Notice of Change S
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 o%hange. The notice will include

T
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LT s LOAK #: 02-255788
informationrequired 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 proviston of the Security
Instruiment 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 paymient 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 option if: (a) I submit to Note Holder
information required by Note Holder to evaluate the intended transferee as if a new loan were 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 this Security Instrument 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.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 the option'to 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 W_Irl)ich I must pay all sums secured by this Security
Instrument. If1fail 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, Borrowéf:ac'tjépts and agrees to the terms and covenants contained

in this Adjustable Rate Rider.
e < Sagy

MASON .E. J. SAGE —
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LOAN #: 02-255788
PREPAYMENT RIDER

THIS PREPAYMENT RIDER is made this 3RD day of JaNuUaRY, 2003, 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 date and covering the Property described in the Security Instrument and located at:
211 SOUTH 10TH STREET, MOUNT VERNON, WA 98273

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

I have the right to make payments of principal at any time before they are due. A prepayment
of all of the unpaid principal is known asa ‘fuﬂ prepayment.”’ A preg?yment of only part of the
unpaid principal is known as'a *‘partial prepayment.” T will notify the
[ am doing so. :

During the first TWENTY FOUR™ .. (24 ) month(s) of my loan, T will
be charged a PREPAYMENT PENALTY in an amount equal to 51X
( 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% i
of the original princi{)al balance many . °  TWELVE ( 12 )mont
period. Thereafter, I may make full Prepayment or partial Prepayments without paying any
prepayment char%e. S

The Note Holder will use all of my Prepaymients to reduce the amount of Principal that I owe
under this Note. If I make a partial Prepayment, there will be no changes in the due dates of my
monthly payments unless the Note Holder agrees in writing to those changes. [If this Note provides
for an ari)iustable 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.]~

If the foregoing prepayment penalty exceeds-that permitted by applicable law, only the
maximum prepayment penalt%permitt by applicable law: will be imposed.

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

ote Holder in writing that

Moo € - Sage.
MASON E. J SAGIL/

(08/06/96) Multistate (8-13-96) C-23696-11 K  M32PPR 0102
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LOAN #: 02-255788

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

THIS.ADDENDUM TO ADJUSTABLE RATE RIDER (the ‘‘Rider Addendum’’) is made
this  3rp” - dayof January, 2003, 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 tate note in favor of NOVASTAR MORTGAGE, INC., A VIRGINIA
CORPORATION g -

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

211 SOUTH 10TH STREET. .~ .-

MOUNT VERNOM, WA 98273 : .~ -~

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, >’ I understand also that the Lender may transfer the
servicing ofthe 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.”” 1 understand a new Note Holder may not wish-to exercise the Conversion Option.

ADDITIONAL COVENANTS. In addition tb_i_.t-hé\“q:_ﬁyenants and agreements made in the
Security Instrument and Rider, Borrower and Lender further covenant and agree as follows:

1. FIXED INTEREST RATE OPTION

1 may have a Conversion Option which I may be able to exercise if 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. o

I may only exercise the Conversion Option once. The Conversion Option will be available to
me only during the period beginning on the 1sT N Interest Rate
Change Date, and ending onthe  éTH » = Interest Rate Change
Date (the “‘Option Period’”). The new, fixed interest rate (the *‘Converted Rate’”) will be effective
beginning on the first day of the second month following the month.in which I exercise the
Conversion Option (the ““‘Conversion Date’”). C Rt

2. CONDITIONS TO EXERCISING THE CONVERSION OPTION .

IfThave the Conversion Option and choose to exerciseit, certain conditionsmust bemet. These
conditions are that: (a) I 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)-on the dateT give
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‘or more‘in
making any payment I was required to make under the Note during the twelve months imimediately

preceding the Exercise Date (as defined in Section 3 below); (¢) I must pay the“'-S_*erVic'er_ a,

conversion fee equal t0 TWO HUNDRED FIFTY AND NO/100

the Security Instrument may have declined since the Note Date, the Servicer must have received

anupdated appraisal of the property described in the Security In ent prepared by anappraiser '.

i
I

M
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2
Skagit County Auditor

1/8/2003 Page 10 of 12 3:48PM

dollars ( $250.00 )
on the Exercise Date; (d ) I must have supplied to the Servicer information necessary to complete .~
anupdated credit review and I must pay any credit review fees paid by the Servicer to third parties; ™~ -~ .
(e) I must occupy the property; (f) if the Servicer believes the value of the property described in




LOAN #: 02-255788
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 Conversion Option if I do not meet the Note Holder’s property and credit standards or if the
Note Holder(s),inits sole discretion, believes the interest rate as calculated herein is below market
interest rates then in effect for similar loans. I also understand that I may not be allowed to exercise
the Conversion Optionifthe 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 beé no assurance that this rate will be available at any time subsequent to the
telephone call, evenon-thesame 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, [ 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. C€ST. - - - ."The Servicer may record our telephone conversations.

Once I notify the Servicer that-1 desire to exercise the Conversion Option, the Servicer will
forward to me any documentsnecessary to 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 fees-and;ifapplicable, the appraisal fee described in Section 2 above.
The datethe completed and signed documents are received together with the conversion fee, credit
review fees and, if applicable, the appraisal report and appraisal fee is called the Exercise Date.
The Converted Rateis 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 willbe 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 (1125%), as quoted by the Note
Holder. o

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’ Thetesult of this calculation will
be the new amount of my monthly principal and interest payment. Beginningwith my first monthly
payment after the Conversion Date, I will pay this new amount as my menthly principal and interest
payment until the Maturity Date of the Note unless I pay the Note in full prior to its Maturity Date.

6. TRANSFER OF THE PROPERTY

IfT 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 of alt 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 conditions will be as
follows: R

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. TS

If the Note Holder exercises this option, the Note Holder shall give me notice of acceleratior. i
The notice shall provide a period of not less than thirt%%the date the notice is delivered

AT

Page 2 of 3

012 7
Skagit County Auditor

:48PM
yz008 Page 1100 12 34T




" LOAN #: 02-255788
or ma,lled Wlthln which I must pay all sums secured by the Security Instrument. If I fail to pay these
sums prior to the expiration of this period, the Note Holder may invoke any remedies permitted
by the Securlty Instrument without further notice or demand on me.

BY SIGNTNG BELOW, Borrower accepts and agrees to the terms and covenants contained
in this Rlder Addendum

A0 @( gtq@ 5% 26.05

MASON E. J. bate

Page 3 of 3 LT T T psananu

HRTIRL @W

f
Skaglt counW Audi to

12 of 12 43PM_ _

118/2003 P29¢




