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DEFINITIONS P

Words used in multiple sections of this document are deﬂned below: and other words are defined in
Sections 3, 11, 13, 18, 20 and 21. Certain rules regarding the usage of words used in this document
are also provided in Section 16.

(A) “Security Instrument” means this document, which is dated JUNE 20, 2003

together with all Riders to this document.

(B) “Borrower” is DAVID D HANSEN and SUSAN A HANSEH Husband and Wife, AS
JOINT TENANTS, - A

Borrower is the trustor under this Security Instrument,
{C) “Lender” is FINANCIAL EDGE MORTGAGE - BRANCH.

Lender is a CORPORATION, organized and existitjg un’dér_j;hé,' B
laws of WASHINGTON. Lender’s address is
26924 103TH DR, STANWOOD, WA 98292. T
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“ " (D) “Trustee” is JOAN H. ANDERSON, EVP ON BEHALF OF FLAGSTAR BANK, FSB.

,'(E) “MERS”™is Mortgage Electronic Registration Systems, Inc. MERS is a separate corporation that
is acting solely as a nominee for Lender and Lender's successors and assigns. MERS is the
beneficiary under this Security Instrument. MERS is organized and existing under the laws of
Delaware, and has an address and telephone number of P.O. Box 2026, Flint, Ml 48501-2026, tel. {888)
679-MERS. 5y

(F) “Note” mear_}s' the promissory note signed by Borrower and dated JUNE 20, 2003.

The Note states that Borrower owes Lender ***%**TWO HUNDRED FORTY FIVE THOUSAND SIX
HUNDRED.:.MD 'N'Qflouqdi-********************************************************
Dollars (U.S. $245,600.00 ) plus interest. Borrower has promised to pay this debt in regular
Pericdic Payments and to, pay the debt in full not later than JuLy 1, 2023,

(G) “Property” means the property thatis described below under the heading “Transfer of Rights in the
Property.”

(H) “Loan” means the debt evidenced by the Note, plus interest, any prepayment charges and
late charges due under the Note and all sums due under this Security Instrument, plus
interest.

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

___|Adjustable Rate Rlder [ Condominium Rider [__ISecond Home Rider
___IBalloon Rider .-_1Planned Unit Development Rider ] Other(s) [specify)
__11-4 Family Rider - Blweekly Payment Rider

{J) “Applicable Law” means all controlllng apphcable federal, state and local statutes, regulations,
ordinances and administrative rules and: erders {thathave the effect of law) as well as all applicable final,
non-appealable judicial opinions. -

{K) “Community Association Dues, Fees, ‘and Assessments” means all dues, fees, assessments
and other charges that are imposed on Borrower or the F’roperty by a condominium association,
homeowners association or similar organization.

(L) “Electronic Funds Transfer” means any transfer of funds other than a transaction criginated by
check, draft, or similar paper instrument, which is initiated through an electronic terminal, telephonic
instrument, computer, or magnetic tape so as to order instruct, or authorize a financial institution to
debit or credit an account. Such term includes, but is.not limited to; point-of-sale transfers, automated
tellermachinetransactions, transfers initiated bytelephone wire transfers and automated clearinghouse
transfers.

(M) “Escrow ltems” means those items that are descrlbed in Sectlen 3.

(N) “Miscellaneous Proceeds” means any compensation, settlement, award ofdamages, orproceeds
paid by any third party (other than insurance proceeds paid under the coverages described in Section
5) for: (i) damage to, or destruction of, the Property; (i) condemnation’or other taking of all or any part
of the Property; (iii) conveyance in lieu of condemnation; or (iv) mlsrepresentatlons of, or omissions as
to, the value and/or condition of the Property.

(O) “Mortgage Insurance” means insurance protecting Lender agaln st the nen payment of, or default
oh, the Loan.

(P) “Periodic Payment” means the regularly scheduled amount due for (r) prlnclpal and interest under
the Note, plus (i) any amounts under Section 3 of this Security Instrument. = -

(Q) “RESPA” means the Real Estate Settlement Procedures Act (12 U.S.C+ §2601 et seq.) and its
implementing regulation, Regulation X (24 C.F.R. Part 3500), as they might be amended from time to
time, or any additional or successor legislation or regulation that governs the same subject matter. As
used in this Security Instrument, "RESPA” refers to all requirements and restrictions that are imposed
in regard to a “federally related mortgage loan” even if the Loan does not qualify as a “federally related
mortgage lean” under RESPA.

(R) “Successor in Interest of Borrower” means any party that has taken title to ‘the’ Property
whether or not that party has assumed Borrower’s obligations under the Note and/or this Securlty
Instrument. : .
TRANSFER OF RIGHTS IN THE PROPERTY : S
The beneficiary of this Security Instrument is MERS (solely as nominee for Lender and Lender S
successors and assigns) and the successors and assigns of MERS. This Security Instrument secures’

to Lender: (i) the repayment of the Loan, and all renewals, extensions and modifications of the Note; .~

and (ii) the performance of Borrower's covenants and agreements under this Security Insirume Tﬂ'-’ \
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o t_he"".N__ote. For this purpose, Borrower irrevocably grants and conveys to Trustee, in trust, with power of
-~ 'sale; the following described property located in the COUNTY

" {Type of Recording Jurisdiction] of SKAGIT [Name of Recerding Jurisdiction] .

LEGAL DESCRIPTION ATTACHED HERETO AND MADE A PART HEREOF
AP #¢ 360335-1-004-0201
AP "#. 360326 4-004-0504

which currently.has the address of 16745 COLONY RD, BOW,

[Street] [City]

Washington 98232 - (“Property Address"):
[ZipCade] .~

TOGETHER WITH all the improvements now or hereafter erected on the property, and all easements,
appurtenances, and fixturgs now or hereafter a part of the property. All replacements and additions shall
also be covered by this Secunty Instrument. All of the foregoing is referred to in this Security Instrument as
the “Property.” Borrower understands and agrees that MERS holds only legal itle 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: 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; releasnng and canceling this Security Instrument.

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

THIS SECURITY INSTRUMENT combiries uniform covenants for national use and non-uniform
covenants with limited variations by junsdlctlon to constltute a uniform security instrument covering real
property.

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

1. Payment of Principal, Interest, Escrow Items, Prepayment Charges, and Late Charges.
Borrower shall pay when due the principal of, and intérest on, the debt evidenced by the Note and any
prepayment charges and late charges due under the Note. Borrower shall also pay funds for Escrow
ltems pursuant to Section 3. Payments due under the Note. andthis Security Instrument shall be made
in U.8. currency. However, if any check or other instrumentrecséived by Lender as payment under the
Note or this Security Instrument is returned to Lender unpaid, Lender may require that any or all
subsequent payments due under the Note and this Security Instrument be made in one or more of the
following forms, as selected by Lender: (a) cash; (b) money.order;’ (c) certified check, bank check,
treasurer’s check or cashier’s check, provided any such check-is, drawn upon an institution whose
deposits are insured by a federal agency, instrumentality, or entity; or (dy Electronic Funds Transfer.

Payments are deemed received by Lender when received at the'location designated in the Note or
at such other location as may be designated by Lender in accordance with the notice provisions in
Section 15. Lender may return any payment or partial payment if the payment or'partial payments are
insufficient to bring the Loan current. Lender may accept any payment or: partial payment insufficient
to bring the Loan current, without waiver of any rights hereunder or prejudice to its rights to refuse such
payment or partial payments in the future, but Lender is not obligated t6 apply such payments at the
time such payments are accepted. If each Periodic Payment is applied as ofits scheduled due date,
then Lender need not pay interest on unapplied funds. Lender may hold such unapplled funds until
Borrower makes payment to bring the Loan current. If Borrower does not do so within a reasonable
period of time, Lender shali either apply such funds or return them to Borrower: If notappned earlier,
such funds will be applied to the outstanding principal balance under the Note: |mmed|ately prior to
foreclosure. No offset or claim which Borrower might have now or in the future against Lender:shall
relieve Borrower from making payments due under the Note and this Security Instrument or. performlng
the covenants and agreements secured by this Security Instrument.

2. Application of Payments or Proceeds. Except as otherwise described in this Sectlon 2 aII_
payments accepted and applied by Lender shall be applied in the following order ofpnonty (@) interest "
due under the Note; (b) principal due under the Note; (c) amounts due under Section 3. Such payments
shall be applied to each Periodic Payment in the order in which it became due. Any remaining amotints

shall be applied first to late charges, second to any other amounts due under this Security Instrumenf 5

and then to reduce the principal balance of the Note.
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"It Lender receives a payment from Borrower for a delinquent Periodic Payment which includes a

g suﬁlorent amount to pay any late charge due, the payment may be applied to the delinquent payment
* -andthelate charge. If more than one Periodic Payment is outstanding, Lender may apply any payment

receWed from Berrower to the repayment of the Periodic Payments if, and to the extent that, each
payment can be paid in full. To the extent that any excess exists after the payment is applied to the full
-‘_paymentofone ormore Periodic Payments, such excess may be applied to anylate charges due. Voluntary
prepayments shall be applied first to any prepayment charges and then as described in the Note.
:Any application of payments, insurance proceeds, or Miscellaneous Proceeds to principal due under
the Note shall riot extend or postpone the due date, or change the amount, of the Petiodic Payments.
3. "Funds for Escrow [tems. Borrower shall pay to Lender on the day Pericdic Payments are due
under the’ Note untll the Note is paid in full, a sum (the “Funds”) to provide for payment of amounts due
for: (a) taxes ‘and assessments and other items which can attain priority over this Security Instrument
as a lien or encumbrance on the Property; (b) leasehold payments or ground rents on the Property, if
any; (c) premiums for’ any and all insurance required by Lender under Section 5; and (d) Mortgage
Insurance premiums,if any, or any sums payable by Borrower to Lender in lieu of the payment of
Mortgage Insurance premiums in accordance with the provisions of Section 10. These items are called
“Escrow Items." At orlgmatlon or at any time during the term of the Loan, Lender may require that
Community Association Dues, Fees, and Assessments, if any, be escrowed by Borrower, and such
dues, fees and assessments shall be an Escrow Item. Borrower shall promptly furnish to Lender all
notices of amounts tobe paid under this Section. Borrower shall pay Lender the Funds for Escrow Items
unless Lender waives Borrower's obhgatron to pay the Funds for any or all Escrow items. Lender may
waive Borrower’s obligation to payito Lender Funds for any or all Escrow items at any time. Any such
waiver may only be in writing: In the event of such waiver, Borrower shall pay directly, when and where
payable, the amounts due farany Escrow ltemns for which payment of Funds has bheen waived by Lender
and, if Lender requires, shall furnish to Lender receipts evidencing such payment within such time
period as Lender may require. Borrower's obhgatron to make such payments and to provide receipts
shallforall purposes be deemed to" bea covenant and agreement contained in this Security Instrument,
as the phrase “covenant and agreement is‘'used in Section 9. If Borrower is obligated to pay Escrow
[tems directly, pursuantto awaiver, and Borrowerfalls to paythe amount dueforan Escrow Item, Lender
may exercise its rights under Section 8 and. pay such amount and Borrower shall then be obligated
under Section 9 to repay to Lender any such amount. Lender may revoke the waiver as to any or all
Escrow Items at any time by a notice given in accordance with Section 15 and, upon such revocation,
Borrower shall pay to Lender all Funds, and.in such amounts, that are then required under this Section
Lender may, atany time, collect and hold Funds in an amount (a) sufficient to permit Lender to apply
the Funds at the time specified under RESPA, and (b} not to exceed the maximum amount a lender can
require under RESPA. Lender shall estimate the amount of Funids due on the basis of current data and
reasonable estimates of expenditures of future Escrow Items or otherwise in accordance with
Applicable Law.

The Funds shall be held in an institution whose deposrts are insured by a federal agency,
instrumentatrty or entity {including Lender, if Lender is an institution whose deposits are so insured) or
in any Federal Home Loan Bank. Lender shall apply the Fuhds to pay the Escrow ltems no later than
the time specified under RESPA. Lender shall not charge Borrower for halding and applying the Funds,
annually analyzing the escrow account, or verifying the Escrow: ttems unless Lender pays Borrower
interest on the Funds and Applicable Law permits Lender to make st ch a charge Unless an agreement
is made in writing or Applicable Law requires interest to be paid on the Funds, Lender shall not be
required to pay Borrower any interest or earnings on the Funds.: Borrower and-Lender can agree in
writing, however, that interest shall be paid on the Funds. Lender shail ¢ glve to Borrower withoutcharge,
an annual accounting of the Funds as required by RESPA,

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

Upon payment in full of all sums secured by this Security Instrument, Lender shal! promptly refund
to Borrower any Funds held by Lender.

4. Charges; Liens. Borrower shall pay all taxes, assessments, charges, fmes and 1mposrtrons
attributable to the Property which can attain priority over this Security Instrument, leasehold payments.
or ground rents on the Property, if any, and Community Association Dues, Fees, and Assessments; if -
any. To the extent that these items are Escrow ltems, Borrower shall pay them in the manner prow:ler:l__E
in Section 3. :

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
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7 a.cc':éptable to Lender, but only so long as Borrower is performing such agreement; (b) contests the lien
E :i"n good faith by, or defends against enforcement of the lien in, legal proceedings which in Lender’s

~_-opinion-operate to prevent the enforcement of the lien while those proceedings are pending, but only

until such proceedings are concluded; or (¢} secures from the holder of the lien an agreement
:satlsfactory to Lender subordinating the lien to this Security Instrument. If Lender determines that any
. part of the Property is subject to a lien which can attain priority over this Security Instrument, Lender may
give ‘Barrower ‘a notice identifying the lien. Within 10 days of the date on which that notice is given,
Borrower shall satisfy the lien or take one or more of the actions set forth above in this Section 4.

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

5. Property Insurance. Borrower shall keep the improvements now existing or hereatfter erected
on the Property insured.againstloss by fire, hazards included within the term “extended coverage,” and
any other hazards mcludlng, but not limited to, earthquakes and floods, for which Lender requires
insurance. This insurance shall be maintained in the amounts (including deductible levels) and for the
periods that Lender requires. What Lender requires pursuant to the preceding sentences can change
during the term of the Loan The insurance carrier providing the insurance shall be chosen by Borrower
subject to Lendet's right to disapprove Borrower's choice, which right shall not be exercised
unreascnably. Lender may require Borrower to pay, in connection with this Loan, either: (a) a one-time
charge for flood zone determination, certification and tracking setvices; or (b) a one-time charge for flood
zone determination and-certification services and subsequent charges each time remappings or similar
changes occur which reasonably might affect such determination or certification. Borrower shall also
be responsible for the payment of any fees imposed by the Federal Emergency Management Agency
in connection with the review of any fload zone determination resulting from an objection by Borrower.

If Borrower fails to maintain. any-ofthe coverages described above, Lender may obtain insurance
coverage, at Lender’s option and Borrower_s expense. Lender is under no obligation to purchase any
particular type or amount of coverage, Therefore, such coverage shall cover Lender, but might or might
notprotect Borrower, Barrower's equityin the Property, or the contents of the Property, againstany risk,
hazard or liability and might provide greater or lesser coverage than was previously in effect. Borrower
acknowledges that the cost of the insurance coverage so obtained might significantly exceed the cost
ofinsurance that Borrower could have obtained. Any amounts disbursed by Lender under this Section
5 shall become additional debt of Borrower secured by this Security Instrument. These amounts shall
bear interest at the Note rate from the date of disbursement and shall be payable, with such interest,
upon notice from Lender to Borrower requesting payment.

Allinsurance policies required by Lenderand renewals of such policies shall be subject to Lender's
right to disapprove such policies, shall include a standard mortgage clause, and shall name Lender as
mortgagee and/or as an additional loss payee. Lender shall:have the right to hold the policies and
renewal certificates. if Lender requires, Borrower shall promptly give to Lender all receipts of paid
premiums and renewal notices. If Borrower obtains '-any_..fdtm of insurance coverage, not otherwise
required by Lender, for damage to, or destruction of, the Property, such policy shall include a standard
mortgage clause and shall name Lender as mortgagee and/or ‘as‘an additional loss payee.

In the event of loss, Borrower shall give prompt notice tc the insurance carrier and Lender. Lender
may make proof of loss ifnot made promptly by Borrower. Unless Lender and Borrower otherwise agree
in writing, any insurance proceeds, whether or not the underlylng insurance was required by Lender, shall
be applied to restoration or repair of the Property, if the restoration or repair is economically feasible and
Lender’s security is not lessened. During such repair and restoration period, Lender shall have the right to
hold such insurance proceeds until Lender has had an opportunity to inspect such Property to ensure the
work has been completed to Lender's satisfaction, provided that such inspection shall be undertaken
promptly. Lender may disburse proceeds for the repairs and restoration ina single payment or in a series
of progress payments as the work is completed. Unless an agreement is made'in writing or Applicable Law
requires interestto be paid on such insurance proceeds, Lender shall not be requlred to pay Borrower any
interest or earnings on such proceeds. Fees for public adjusters, or otherthird parties, retained by Borrower
shall notbe paid outoftheinsurance proceeds and shall be the sole obligation of Borrower. lfthe 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 the excess, ifany,
paid to Borrower. Such insurance proceeds shall be applied in the order provided for in Section 2.

If Borrower abandons the Property, Lender may file, negotiate and settle any available-insurance
claim and related matters. If Borrower does hot respond within 30 days to a notice from Lefderthat the
insurance carrier has offered to settle a claim, then Lender may negotiate and settle the claim. The:30-
day period will begin when the notice is given. In either event, or if Lender acquires the Property under
Section 22 or otherwise, Barrower hereby assigns to Lender (a) Borrower’s rights to"any insurance
proceeds in an amount not to exceed the amounts unpaid under the Note or this Security Jn_strument
and (b} any other of Borrower’s rights {other than the right to any refund of unearned premiums paid
by Borrower) under all insurance policies covering the Property, insofar as such rights are applicable

to the coverage of the Property. Lender may use the insurance proceeds either to repair or restore the -

Property or to pay amounts unpaid under the Note or this Security Instrument, whether or not th)
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6 Occupancy. Borrower shall occupy, establish, and use the Property as Borrower’s principal

o resndence within 60 days after the execution of this Security Instrument and shall continue to occupy
7 the. Property as Borrower's principal residence for at least one year after the date of occupancy, unless

Lender otherwise agrees in writing, which consent shall not be unreasonably withheld, or unless
extendating circumstances exist which are beyond Borrower's control.

T ‘Preservation, Maintenance and Protection of the Property; Inspections. Borrower shall not
destroy, damage or impair the Property, allow the Property to deteriorate or commit waste on the Property.
Whaether or not Borrower is residing in the Property, Borrower shall maintain the Property in order to prevent
the Property from deterloratlng or decreasing in value due to its condition. Unless it is determined pursuant
to Section 5 that repair or restoration is noteconomicallyfeasible, Borrower shall promptly repair the Property
if damagetd to-avoid further deterioration or damage. If insurance or condemnation proceeds are paid in
connection-with. damage to, or the taking of, the Property, Borrower shall be responsible for repairing or
restoring the Property only if Lender has released proceeds for such purposes. Lender may disburse
proceeds for the repalrs and restoration in asingle payment or in a series of progress payments as the work
is completed. If the insurance or condemnation proceeds are not sufficient to repair ot restore the Property,
Borrower is not relleved of Berrower's obligation for the completion of such repair or restoration.

Lender or its agent may make reasanable enfries upon and inspections of the Property. If it has
reasonable cause, Lender may inspect the interior of the improvements on the Property. Lender shall give
Borrower notice at the tlme ©of orprior to such an interior inspection specifying such reasonable cause.

8. Borrower's Loan Appllcatlon Borrower shall be in default if, during the Loan application
process, Borrower or any persons:or entities acting at the direction of Borrower or with Borrower's
knowledge or consent gave materially false, misleading, or inaccurate information or statements to
Lender (or failed to provide Lender with.material information) in connection with the Loan. Material
representations include, butare notlimited to, representations concerning Borrower's occupancy of the
Property as Borrower’s principal residence.

9. Protection of Lender’s Interestin the Propetty and Rights Under this Security Instrument.
If (a) Borrower fails to perform the ¢ovenarits and agreements contained in this Security Instrument, (b)
there is a legal proceeding that might mgmﬁcantfy affect Lender’s interest in the Property and/or rights
under this Security Instrument (such as a proceedlng in bankruptey, probate, for condemnation or
forfeiture, for enforcement of a lien which i may attain priority over this Security instrument or to enforce
laws or regulations), or {c) Borrower has abandoned the Property, then Lender may do and pay for
whatever is reasonable or appropriate to pretect Lender’s interest in the Property and rights under this
Security Instrument, including protecting and/or assessing the value of the Property, and securing and/
or repairing the Property. Lender's actions ‘can include, but are not limited to: (a) paying any sums
secured by a lien which has priority over this Security Instrument; (b} appearing in court; and (¢) paying
reasonable attorneys’ fees to protect its interest in the Property and/or rights under this Security
Instrument, including its secured positionina bankruptcy proceeding. Securing the Property includes,
butis not limited to, entering the Property to make repairs, change locks, replace or board up doors and
windows, drain water from pipes, eliminate building er other codé viclations or dangerous conditions,
and have utilities turned on or off. Although Lender may take action under this Section 9, Lender does
not have to do so and is not under any duty or obligation to'do so. It is agreed that Lender incurs no
liability for not taking any or all actions authorized under this Section 9.

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

If this Security Instrument is on a leasehold, Borrower shall comply W|th all the provisions of the
lease. Borrower shall not surrender the leasehcld estate and interests fierein conveyed or terminate or
cancel the ground lease. Borrower shall not, without the express written.consent of Lender, alter or
amend the ground lease. If Borrower acquires fee title to the Property, the Ieasehold and the fee title
shall not merge unless Lender agrees to the merger in writing.

10. Mortgage Insurance. If Lender required Mortgage Insurance as a condltlon of making the
Loan, Borrower shall pay the premiums required to maintain the Mortgage Insurancei in effect. If, for any
reason, the Mortgage Insurance coverage required by Lender ceases tobe available from the mortgage
insurer that previously provided such insurance and Borrower was required’ to make separately
designated payments toward the premiums for Mortgage Insurance, Borrower shall pay. the premiums
required to obtain coverage substantially equivalent to the Mortgage Insurance préviously in. effect, at
a cost substantially equivalent to the cost to Borrower of the Mortgage Insurance prevtously i effect
from an altemnate mortgage insurer selected by Lender. If substantially equivalent Mortgage Insurance
coverage is not available, Borrower shall continue to pay to Lender the amount of the separately
designated payments thatwere due when theinsurance coverage ceased to be in effect. Lenderwill accept,
use and retain these payments as a non-refundable loss reserve in lieu of Mortgage Insurance. Such loss
reserve shall be non-refundable, notwithstanding the fact that the Loan is ultimately paid in full, and Lender
shall not be required to pay Borrower any interest or earnings on such loss reserve. Lender can rio Iongerv
require loss reserve payments if Mortgage insurance coverage (in the amount and for the period that Leniger -
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A r_eqﬁi_res) provided by an insurer selected by Lender again becomes available, is obtained, and Lender
~requires separately designated payments toward the premiums for Mortgage Insurance. if Lender required

‘Mortgage Insurance as a condition of making the Loan and Borrower was required to make separately

designated payments toward the premiums for Mortgage Insurance, Borrower shall pay the premiums
fequired to maintain Mortgage Insurancein effect, or to provide anon-refundable loss reserve, untilLender’s
,requurementfor Mortgage Insurance ends in accordance with any written agreementbetween Borrowerand
Lender providing for such termination or until termination is required by Applicable Law. Nothing in this
Section 10 affects Borrower’s obligation to pay interest at the rate provided in the Note.

‘Mortgage Insurance reimburses Lender (or any entity that purchases the Note) for certain losses it may
incurif Borrower does not repay the Loan as agreed. Bofrower is not a party to the Mortgage Insurance.

Mortg ageinsurers evaluate their total risk on all such insurance in force from time to time, and may
enter into, agreements with other parties that share or modify their risk, or reduce losses. These
agreements are on terms.and conditions that are satisfactory to the mortgage insurer and the other party
{or parties) to these: agreements These agreements may require the mortgage insurer to make
payments using any source of funds that the mortgage insurer may have available {which may include
funds obtained.from Mortgage Insurance premiums).

As a result of these-agreements, Lender, any purchaser of the Note, another insurer, any reinsurer,
any other entity, or any affiliate of any of the foregoing, may receive (directly or indirectly) amounts that
derive from (or might be characterized as) a portion of Borrower's payments for Mortgage Insurance,
in exchange for sharing or modifying the mortgage insurer’s risk, or reducing losses. If such agreement
provides that an affiliate of Fender takes a share of the insurer's risk in exchange for a share of the
premiums paid to the insurer, the arrangement is often termed “captive reinsurance.” Further:

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

(b) Any such agreements will not affect the rights Borrower has - If any - with respect to the
Mortgage Insurance under the Homeowuers Protection Actof 1998 or any other law. These rights
may include the right to receive certaln disclosures, to request and obtain cancellation of the
Mortgage Insurance, to have the Mortgage Insurance terminated automatically, and/or to receive
arefund of any Mortgage Insurance premlums thatwere unearned at the time of such cancellation
or termination.

11. Assignment of Miscellaneous Proceeds, Forfeiture. All Miscellaneous Proceeds are hereby
assigned to and shall be paid to Lender, "~

if the Property is damaged, such Miscellaneous Proceeds shall be applied to restoration or repair
of the Property, ifthe restoration or repair is economically feasible and Lender’s secu rity is notlessened.
During such repair and restoration period, Lender-shall ha_ve the right to hold such Miscellaneous
Proceeds until Lender has had an opportunity to inspect such Property to ensure the work has been
completed to Lender’s satisfaction, provided that such.inspection shall be undertaken promptly. Lender
may pay for the repairs and restoration in a single disbursement or in a series of progress payments
as the work is completed. Unless an agreement is made inwriting or-Applicable Law requires interest
to be paid on such Miscellaneous Proceeds, Lender shall notbe requi’red to pay Borrower any interest
or earnings on such Misceilaneous Proceeds. If the restoration or repair is not economically feasible or
Lender's security would be lessened, the Miscellaneous Praceeds shall beapplied to the sums secured
by this Security Instrument, whether or not then due, with the excess, if any, paid to Borrower. Such
Miscellaneous Proceeds shall be applied in the order provided for in: Sectton 2.

Inthe event of a total taking, destruction, orloss in value ofthe Property the Miscellaneous Proceeds
shall be applied to the sums secured by this Security Instrument whether or not then due, with the
excess, if ahy, paid to Borrower.

In the event of a partial taking, destruction, or loss in value of the Property in which the fair market
value of the Property immediately before the partial taking, destruction, -or-loss in value is equal to or
greater than the amount of the sums secured by this Security Instrument |mmed|ately before the partial
taking, destruction, or loss in value, unless Borrower and Lender otherwise agree in writing, the sums
secured by this Security Instrument shall be reduced by the amount of the Miscellarieous Proceeds
multiplied by the following fraction: (a) the total amount of the sums secured |mmed|ately before the
partialtaking, destruction, or loss in value divided by (b) the fair market value of the Propertyimmediately
before the partial taking, destruction, or loss in value. Any balance shall be paid-to Borrower. _

In the event of a partial taking, destruction, or loss in value of the Property in which’ the fair market
value of the Property immediately befare the partial taking, destruction, or loss in value's less than the
amount of the sums secured immediately before the partial taking, destruction, or loss in‘value, unless
Borrower and Lender otherwise agree in writing, the Miscellaneous Proceeds shall be. apphed to the‘_
sums secured by this Security Instrument whether or not the sums are then due.

[fthe Propenrty is abandoned by Borrower, orif, after notice by Lenderto Borrower that the Opposmg
Party (as defined in the next sentence) offers to make an award to seftle a cfaim for damages, Borrower
fails to respond to Lender within 30 days after the date the notice is given, Lender is authorized totollect .-

and apply the Miscellaneous Proceeds either to restoration or repair of the Property or to the sums .~
Initials: g&é
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= sec':r.'ired by this Security Instrument, whether or not then due. “Opposing Party” means the third party
i that owes Borrower Miscellaneous Proceeds or the party against whom Borrower has a right of action

* -in‘'regard to Miscellaneous Proceeds.

Borrower shall be in default if any action or proceeding, whether civil or criminal, is begun that, in

Lender’ s judgment, could result in forfeiture of the Property or other material impairment of Lender's

Linterest’i inthe. Property or rights under this Security Instrument. Borrower can cure such a default and,

if accelération has occurred, reinstate as provided in Section 19, by causing the action or proceeding
to be dismissed with a ruling that, in Lender's judgment, precludes forfeiture of the Property or other
material |mpalrment of Lender’s interest in the Property or rights under this Security Instrument. The
proceeds of anyaward or claim for damages that are attributable to the impairment of Lender’s interest
in the Property are hereby assigned and shall be paid to Lender.

All Mlscellaneous Proceeds that are not applied to restoration or repair of the Property shall be
applied inthe order provrded for in Section 2.

12. Borrower Not Released; Forbearance By Lender Not a Walver. Extension of the time for
payment or modrfrcatron of amortization of the sums secured by this Security Instrument granted by
Lender to Borrower or any Successor in Interest of Borrower shall not operate to release the liability of
Borrower or any Successors in Interest of Borrower. Lender shall not be required to commence
proceedings against any Successor in Interest of Borrower or to refuse to extend time for payment or
otherwise modify amortrzatlon ofthe sums secured by this Security Instrument by reason of any demand
made by the original Borrower or-any Successors in Interest of Borrower. Any forbearance by Lender
in exercising any right or remedy including, without limitation, Lender’s acceptance of payments from
third persons, entities or Successors in Interest of Borrower or in amounts less than the amount then
due, shall not be a waiver-of-or.preclude the exercise of any right or remedy.

13. Jointand Several Liability; Co-signers; Successors and Assigns Bound. Borrower covenants
and agrees that Borrower's obligations and liability shall be joint and several. However, any Borrower
who co-signs this Security Instrument but does not execute the Note {a "co- srgner") {a) is co-signing
this Security Instrument only to mortgage ‘grant and convey the co-signer’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 Instrument; and (c) agrees that Lender and any other Borrower can agree to extend,
modify, forbear or make any accommodatlons with regard to the terms of this Security Instrument or
the Note without the co-signer’s consent..

Subject to the provisions of Section: 18 any Successor in Interest of Borrower who assumes
Borrower's obligations under this Security Instrument in writing, and is approved by Lender, shall obtain
all of Borrower's rights and benefits under this Security Instrument. Borrower shall not be released from
Borrower's obligations and liability under this Security Instrurhent unless Lender agrees to such release
in writing. The covenants and agreements of this Securrty Instrument shalt bind (except as provided in
Section 20) and benefit the successors and assigns 'of Lender.

14. Loan Charges. Lender may charge Borrower fees for services performed in connection with
Borrower’s default, for the purpose of protecting Lender’s interestin the Property and rights under this
Security Instrument, including, butnotlimited to, attorneys fees; property inspection and valuationfees.
In regard to any other fees, the absence of express authority in this Security Instrument to charge a
specific fee to Borrower shall not be construed as a prohibition on the charging of such fee. Lender may
not charge fees that are expressly prohibited by this Security Instrument or by Applicable Law.

If the Loan is subject to a law which sets maximum loan charges; and that law is finally interpreted
sothattheinterest or otherloan charges collected or to be collectedin.connection with the Loan exceed
the permitted limits, then: {a) any such loan charge shall be reduced by the amountnecessary 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 te make this refund by reducing the
principal owed under the Note or by making a direct payment to Borrower. Ifa refund reduces principal,
the reduction 