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VETERANS AFFAIRS OR ITS AUTHORIZED
AGENT.

DEFINITIONS

Words used in multiple szctions of this document are defined below and other words are dcfmcd n Secuons
3, 10, 12, 19 and 20. Certain rules regarding the usage of words used in this document are also provndad m
Section 15. R,
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C (A) . “Security Instrument"” means this document, which is dated April 20, 2004
“together with all Riders to this document.

-._(13_) “Borrower” is PATRICK T BARTON and MARGARET H BARTON, HUSBAND AND WIFE

Borroweifis’ the trustor under this Security Instrument.

(C) “Lender” isHOMESTREET BANK .
Lender is a A WASHINGTON STATE CHARTERED SAVINGS BANK organized
and existing under the-laws of WASHINGTON . Lender’s address is
2000 Two Union Square, 601 Union St, Seattle, Washington 98101-2326

(D) “Trustee’ is CHICAGO TITLE INSURANCE COMPANY, A MISSOURI CORPORATION

(E) “MERS” is Mortgage Electronic Registration Systems, Inc. MERS is a separaie corporation that is
acting solely as a nominee for Lendér and Lender’s successors and assigns. MERS is the benefictary 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, 1el. (888) 679-MERS.

(F) "Note” means the promissory note sxgm_ad by Borrower and dated April 20, 2004

The Note states that Borrower owes Lender OneHundred Fifty Nine Thousand Three Hundred and
no/100 Dollars (U.S. $159,300.00 Y plus interest.
Borrower has promised to pay this debtin rcgular Pcnodlc Paymenls and to pay the debt in full not Jater than
May 01, 20234

(G) “Property” means the property that is described Béldw;_.uiider' 'lhe;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 mtercst_ E

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

(] Condorninium Rider (] Gradusted Payment Rider .

[ Planned Unit Development Rider  [xx] Other(s) [specify] VA ARMRIDER

() “Applicable Law” means all controlling applicable federal, state and lm,al stamtcs regulanons
ordinances and administrative rules and crders (that have the effect of law) as well as all dpplicablé final,
non-appealable judicial opinions. If the indebtedness secured hereby is guaranteed or insured under Title 38,
United States Code, such Title and Regulations issued thereunder and in effect on the date ha-cof sha.ll -
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g‘qycf_ziﬂ the rights, duties and liabilities of the parties hereto, and any provisions of this or other instruments
' -execlted in connection with said indebtedness which are inconsistent with said Title or Regulations are
- - hiereby amended to conform thereto.

(K). “Con_;:ht_inltjr Association Dues, Fees, and Assessments” means all dues, fees, assessments and other
charges -that” are ‘imposed on Borrower or the Property by a condominium association, homeowners
assoéiatibn aor 'simﬂar Organization.

(L} “Electronlc Funds Transfer” means any transfer of funds, other than a transaction originaled by
check, draft, or similar ‘paper instrument, which is initiated through an electronic terminal, telephonic
instrument, computer; 6f magnetic tape so as 1o order, instruct, or authorize a financial institution to debit or
credit an account, Suckiterm includes, but is not limited to, point-of-yale transfers, automated teller machine
transactions, transfers lmtl&led b}r tclcph(me wire transfers, and automated clearinghouse transfers.

(M) ““Escrow Itemb” mcans those uems that are described in Section 3.

(N) ‘“Miscellaneous Proce_éds’"-. means any compensation, settlernent, award of damages, or proceeds paid
by any third party {(other dlan'hi.?urance'proceads paid under the coverages described in Section 5) for:
(i) damage to, or destruction of; the Property; (ii} condenmation or other taking of all or any part of the
Property; {iii) conveyance in lieu of condemnauon or (iv) misrepresentations of, or omissions as to, the
value and/or condition of the Property. - '

{0) *“Periodic Payment” means the regqlér]y--"séhedulcd amouat due for (i) principal and interest under the
Note, plus (ii) any amounts under Section 3-of this Security Instrument.

{P) “RESPA” means the Real Estate Settlcmml Procedures Act {12 U.S.C. §2601 et seq.) and iis
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 quallty asa “fedcrally related mortgage loan”
under RESPA.

(Q) “Successor in Interest of Borrower” means any party that has takcn m]c 1o the Property, whether or
not that party has assumed Borrower's obligations under the Note and/or tlus Seacunty Instrument.
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' TRANSFER OF RIGHTS IN THE PROPERTY

The beneficiary of this Security Instrument is MERS (solcly as nominee for Lender and Lender's successors
and assigns) ang the successors and assigns of MERS. This Security Instrament sccures (o Lender: (i) the
repayment of the Loan, and all renewals, extensions and modifications of the Note; and (ii) the performance
of Bomower’s covenants and agreements under this Security Instrument and the Note. For this purpose,
Bomrower irrevocably grants and conveys to Trustee, in trust, with power of sale, the following dmcnbcd

property located in 1he COQUNTY of SKAGIT
- {Type of Recording Jurisdiction) [Name of Recording Jursdiaion}

LOTS 6 AND 7, AND_ THE- WEST HALF OF LOT 8, BLOCK 14, KELLOGG AND FORD'S ADDITION
TO ANACORTES, ACCOREING TQO THE PLAT THEREOF, RECORDED IN VOLUME 1 OF PLATS,
FPAGE 41, RECORDS OF" SKAGIT COUNTY, WASHINGTON.

SITUATED IN SKAGIT COUNTY, WASHINGTON

which currently bas the addressof ~ © .- 2207 32ND STREET

T [Street]
ANACORTES ., Washjngton 98221 (“Property Address”):

[City] ES - [Zip Code)

TOGETHER WITH all the improvements now of hcrcaftcr cn:ctcd on the property, and afl easements,
appurtenances, and fixtures now or hereafter a part of the property. All replacements and additions shall also
be covered by this Security Instrument. All of the foregoing is teferred to m this Security Instrument as the
“Property.” Borrower understands and agrees that MERS holds only legal title to the interests granted by
Borrower in this Security Instrument, but, if 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, releasing and canceling this Security Instrument '

BORROWER COVENANTS that Borrower is lawfully seised of _ihe, estate ‘hereby comveyed 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 gemerally the iitle to the Propcrty agamsl all claims and
demands, subject to any encutnbrances of record. .

THIS SECURITY INSTRUMENT combines uniform covenants for nafidﬂal use' .and ‘non-uniform
covenants with limited vatiations by jurisdiction to constitute a uniform security mslrummt covcnng real

property.

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

1. Payment of Principal, Interest, Escrow Items, Prepayment Charges, and Late Charges. :
Borrower shall pay when due the principal of, and interest on, the debt evidenced by the Note and any .
prepayment charges and Jate charges due under the Note. Borrower shall also pay funds for Escruw Itmns_ ¢4
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/ pursuant 1o Section 3. Payments due under the Note and this Security Instrument shall be made in U.S.
" -currency. However, if any check or other instrument received by Lender as payment under the Note or this

*. _-Security Instrument is retmned to Lender unpaid, Lender may require that any or all subsequent payments

" dite under the Note and this Security Instrument be made in one or more of the following forms, as selocted
by Lender: {'a)'cash (b) money order; (c) certitied check, bank check, ireasurer’s check or cashier’s check,
provided ‘any such check is drawn upon an institution whose deposits are insured by a federal agency,
msuurncntahty, of entity: or (d) Electronic Funds Transfer.

Payments are decmed received by Lender when received at the Jocation designated in the Note or at
such othér location as may be designated by Lender in accordance with the notice provisions in Section 14.
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 insufficieni to bring the Loan
current, without waiver.of any rights hereunder or prejudice to its rights to refuse such payment or partial
payments in the future, but Lender is not obligated to apply such payments at the time such payments arc
accepted. It each Periodic Paymcnt is-applied as of its scheduled due date, then Lender need not pay interest
on unapplied funds. Lender may hold, such unapplied funds until Borrower makes payment to bring the Loan
current, If Borrower does not do so within a reasonable period of time, Lender shall either apply such funds
or retum them to Bomrower, If not applied earlier, such funds will be applied to the outstanding principal
balance under the Note lmmedlale]y prier to foreclosure. No offset or claim which Borrower might have now
or in the Fature against Lender shall telieve Borrower from making payments due under the Note and this
Security Instrament or performing the éovenants and agreements secured by this Security [nstrument.

2. Application of Paymenis or Proceeds. Excepl as otherwise described in this Section 2, all
payments accepted and applied by Lender shall be-applied in the following order of priority: {a) interest due
under the Note; (b) principal due under the Nolc {c) amounits due under Section 3. Such payments shall be
applied 10 each Periodic Payment in the order in which it became due. Any remaining amounts shall be
applied first to late charges, second to any olher amounts duc under this Security Instrument, and then to
reduce the principal balance of the Note.

If Lender reccives a payment from Borrower for.a dclmqucnt Periodic Payment which includes a
sufficient amount to pay any late charge due, the payment may be applied to the delinquent payment and the
late charge. If more than one Periodic Payment is outstanding, Lender may apply any payment received from
Bormower to the repayment of the Periodic Payments if, and to-the exient that, each payment can be paid in
full. To the extent that any excess exists atter the payment is applied to the full payment of one or more
Periodic Payments, such excess may be applied to any lale cha:ge.s due. Voluntary prepayments shall be
applied first to any prepayment charges and then as described in‘the Nole;

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

3.  Funds for Escrow Items. Borrower shall pay to Lender on the day Periodic Payments arc due
under the Note, until the Note is paid in full, a sum (the *‘Funds") to provide for payment of amounts due for:
{a) taxes and assessments and other items which can attain priority over this Sccunty Instrument as a lien or
encumbrance on the Property; (b) leasehold payments or ground rents on the Property, if any; and
{¢) premiums for any and all insurance required by Lender under Section 5. These items are called "“Escrow
Iterns.” At origination or at any time during the term of the Loan, Lender may, require, lhat Community
Association Dues, Fees, and Assessments, it any, be escrowed by Borrower, and sich; dues, fees and
assessroents shall be an Escrow [tem. Borrower shall promptly furnish to Lender all notices of amounts 1o be
paid under this Section. Borrower shall pay Lender the Funds for Escrow Iterns unless Lender waives
Romower’s obligation to pay the Funds for any or all Escrow Items. Lender may waive. Borrower's
obligation to pay to Lender Funds for any or all Escrow Items at any time. Any such waiver may. only be'in’,
writing. In the event of such waiver, Borrower shall pay directly, when and where payable, the' amounts due

for any Escrow Iems for which payment of Funds has been waived by Lender and, if Lender mqulrf:s shall i
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" .~furiish to Lender receipts evidencing such payment within such time period as Lender may require.
"Bolr'pwcr'_s-..obligation to make such payments and to provide receipts shall for all purposes be deemed to be
a covenant and agreement contained in this Security Instrument, as the phrase “covenant and agreement” is
used in Scction 9, It Borrower is obligated to pay Escrow Items directly, pursuant to a waiver, and Borrower
fails-to- pay the amount due for an Bscrow Item, Lender may exercise its rights under Section 9 and pay sach
améunt and Borfewer 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
14 and, upon such revocation, Borrower shall pay to Lender all Funds, and in such amounts, that are then
required under this Section 3.

Lender may, at any time, collect and hold Funds in an amomnt (a) sufficient to permit Lender to apply
the Funds at thie timeé. specified under RESPA, and (b) not to exceed the maximum amount & lender can
require under RESPA, Lender shall esumate the amount of Funds due on the basis of cumrent data and
reasonable estimates of expendimres of furure Escrow Items or otherwise in accordance with Applicable
The Funds shall be held in_ an institution whose deposits are insured by a federal agency,
instrurnentality, or entity (including Lenider, if Lender is an institution whose deposits are so insured) or in
any Federal Home Loan Bailk: Lender-shall apply the Funds to pay the Escrow Itemns no later than the time
specified under RESPA. Lender shiall not charge Borrower for holding and applying the Funds, annually
analyzing the escrow account, or. verifying the Escrow [tems, unless Lender pays Borrower interest on the
Funds and Applicable Law permits Lénder to tnake such a charge. Unless an agreement is made in writing or
Applicable Law requires interest to be paid-on the Funds, Lender shall not be required to pay Borrower any
interest or earnings on the Funds. Borrower and Lénder can agree in wriling, however, that interest shall be
paid on the Funds. Lender shall give to Borrowu without charge, an annual accounting of the Funds as
required by RESPA.

¥ there is a surplus of Funds held i in-escrow, as defined under RESPA, Lender shall account to
Borrower for the excess funds in accordance with RESPA. If there is a shortage of Funds held in escrow, as
defined under RESPA, Lender shall notify Borrower as reqmred by RESPA, and Borrower shall pay to
Lender the amount necessary to make up the shortage in accordance with RESPA, but in no more than 12
monthly payments. If there is a deficiency of Funds beld in escrow;as defined under RESPA, Lender shall
notify Borrower as required hy 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 Secunty Instrumenc Lcnder shall promptly refond to
Borrower any Funds held by Lender.

4. Charges; Liens. Borrower shall pay all taxes, assessmcnts charges fines, and impositions
attributable to the Property which can attain priorily over this Security Instrument, leaschold 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 Items, Borrower shall pay them in the manner provided in Section 3.

Borrower shall promptly discharge any lien which has priotity over this Security - Instrument unless
Bomower: {a) agrees in writing to the payment of the obligation secured by the lien in a manner acceptable to
Leuder, but only so loug as Bormower is pcrtormmg such agreement; (b) contests the lien in- good faith by, or
defends against enforcement of the lien in, legal proceedings which in Lender’s s opinion operate to prevent
the enforcement of the licn while those proceedings are pending, but only until such proceedings are
concluded; or (c) secures from the holder of the lien an agreemert satisfactory to Lender subordmatmg the
lien to this Security Instrument. If Lender determines that any part of the Property is subject to.a lien-which
can attain priority over this Security Instrument, Lender may give Borrower a notice 1dcnufymg the hcn
Within 10 days of the date on which that notice is given, Borrower shall satisfy the lien or tal-;c one or morc'-
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 rcportmg o
service used by Lender in conmection with this Loan, L
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QY ._ 5 Property Insurance. Borrower shall keep the improvements now existing or hereafter erccted on
" ‘the Property insured against loss by fire, hazards included within the term “extended coverage,” and any

" _cther hazards including, but not limited to, earthquakes and floods, for which Lender requires insurance. This

" insurance shal] be maintained in the amounts (including deductible levels) and for the periods that Lender
reqmreq Wha1 Lender requires pursuant to the preceding sentences can change during the term of the Loan.
The insurance camier providing the insurance shall be chosen by Botrower subject to Lender's right to
disapprove Borrower's choice, which right shall not be exercised unreasonably. Lender may require
Borrower to pay; in connection with this Loan, either: (a) a one-time charge for flood zone determination,
certification and" trackmg services; or (b) a one-time charge for flood zone determination and certification
services and subsequent ‘charges each time remappings or similar changes occur which reasonably might
affect such determination or certification. Borrower shall also be responsible for the payment of any fees
imposed by the Federal Emergency Management Agency in connection with the review of any flood zone
determination resulting from an objection by Borrower.

If Borrower fails to-maintain any of the coverages described above, Lender may obtain insurance
coverage, at Lender's option and Borrower's expense, Lender is under no obligation to purchase any
particular type or amount of coverage. Therefore, such coverage shall cover Lender, but might or might not
protect Borrower, Borrower’s equity in the Property, or the contents of the Property, against any risk, hazard
or liability and might provide greater or lesser coverage than was previously in effect. Borrower
acknowledges that the cost of the.ifisurance  coverage 50 obtained might significantly exceed the cost of
insurance 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 mterest at
the Note rate from the date of disbursement and qha]] ‘be payable, with such interest, upon notice from Lender
to Borrower requesting payment.

All insurance policies required by Lcnder and 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. giveto Lender all receipts of paid prerniums and
renewal notices. If Borrower obtains any form of insurance coverage, not otherwise required by Leader, for
damage to, or destruction of, the Property, such policy ‘ihdli mclude a standatd 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 to the insurance carrier and Lender, Lender may
make proof of loss if not made promptly by Borrower. Unléss Lender, and Borrower otherwise agree in
writing, any insurance proceeds, whether or not the underlying. insurauce 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 tuspect such Property (o ensure the work
has been completed to Lender's satisfaction, provided that such inspection shall be undertaken prompily.
Lender may disburse procecds for the repairs and restoration in a single payment or.in a series of progress
payments as the work is completed. Unless an agreement is made in writing'or Applicable Law requires
interest to be paid on such insurance proceeds, Lender shall not be required to pay Burrower any interest or
earnings on such proceeds. Fees for public adjusters, or other third partics, retained by Borrower shall not be
paid out of the insurance proceeds and shall be the sole obligation of Borrower. If the restoration or repair is
ot economically feasibie 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, jf- any, paul to
Bomower, Such insurance proceeds shall be applied in the order provided for in Section 2, e

1f Bommower abandons the Property, Lender may file, negotiate and settle any available i msurancc cla:m
and related matters, [f Borrower does not respond within 30 days to a notice from Lender that the insurance .-
carrier has offered to seitle a claim, then Lender may negotiate and seitle the claim. The 30-day penod wxll__= T
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' begm wheu the notice is given. In cither event, or if Lender acquires the Property under Section 24 or
“othi:rmsc. Borrower hereby assigns to Lender (a) Borrower’s rights to any insurance proceeds in an amount

not to exceed the amounts unpaid under the Note or this Security Instrument, and (b) any other of Borrower’s

rights (othér ‘than the right o any refund of uncarned premiums paid by Borrower) under all insurance

policies covering the Property, insofar as such rights are applicable to the coverage of the Propenty. Lender
may usé the insirance proceeds either to repair or restore the Property or o pay amounts unpeaid under the
Note or this' Security, Instrument, whether or not then due.

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

7. Preservation, Malntenance and Protection of the Property; Inspections. Borrower shall not
destroy, damage or impaif the’ Pmpcny, allow the Property to deteriorate or commit waste on the Property.
Whether or not Borrower is residing in the Property, Borrower shall maintain the Property i order to prevent
the Property from deteriorating or decreasing in value due to its condition, Unless it is determined pursuant to
Section 5 that repair or reswration ig not economically feasible, Borrower shall promptly repair the Property
if damaged to avoid further deterioration or damage. If insurance or condenmation procecds are paid n
connection with damage to, or thetaking -of, the Property, Borrower shall be responsible for repairing or
restoring the Property only if Lender has released proceeds for such purposes. Lender may disburse proceeds
for the repairs and restoration in a single payment or in a series of progress payments as the work is
completed. If the insurance or condemnation-proceeds are not sufficient to repair or restore the Property.
Bomower is not relicved of Borrower's obhganon for the completion of such repair or restoration.

Lender or its agent may make reasonable entries 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 time of or prior to such an interior inspection specifying such reasonable cause.

8. Borrower’s Loan Application. Borrower shall be'in default if, during the Loan application
process, Borrower or any persons or entities acting- at the - direction of Borrower or with Borrower's
knowledge or consent gave materially false, misleading, of maccurate information or statements to Lender
(or failed to provide Lender with material infonmation) in ‘connection with the Loan. Material representations
include, but are not Limited to, representations concarmng Borrowcr 3 occupancy of the Property as
Borrower’s principal residence,

9. Protection of Lender’s Interest in the Property aml Rights Under this Security Instrument,
If (a) Borrower fails to perform the covenants and agrecments contained in this Security Instrument, (b} there
is a legal proceeding that might significantly affect Lender’s interest in the Property and/or rights under this
Security Instrument (such as a proceeding in bankruptcy, probate, for_condemnation or forfeiture, for
enforcement of a lien which may attain pricrity over this Security Tnstrament or to enforce laws or
regulations), or (c) Borrower has abandoned the Property, then Lender may do and pay for whatever is
reasonable or appropriate to protect Lender’s interest in the Property and | _rights” under, this Security
Instrument, including protecting and/for assessing the value of the Property, and securing andfor repairing the
Property. Lender's actions can include, but are not limited to: (a) paying any sums secured by & lien which
has priority over this Security Instrument; (b) appearing in court; and (¢} paying reasonablé attorneys’ fees to
protect its interest in the Property and/or rights under this Security Instrument, including its secuted: position
ina bankmptcy proceeding. Securing the Property includes, but is not lirpited 1o, entering. the Property to
make repairs, change locks, replace or board up doors and windows, drain water from pipes; ‘eliminate
building or other code violations or dangerous conditions, and have utilitics 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 authonzed_;
under this Section 9. T
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Ay amounts disbussed by Lesider under this Section 9 shall become additional debt of Borrower
" ‘secured by this Secwrity Instrument. These amounts shall bear interest at the Note rate from the date of

L dlsbm‘sement and shall be payable, with such interest, upon notice from Lender to Bormower requesting

payment.

. If this Security Instrument is on a leasehold, Borrower shall comply with all the provisions of the lease.
If 'B_OITOW't_:_r_. acquires fee title to the Property, the leasehold and the fee title shall not merge unless Lender
agrees to the merger in writing,

10, “Assignment of Miscellaneous Proceeds; Forfeiture. All Miscellanecous Proceeds are hereby
assigned to and shall be paid to Lender.

If the Property is.damaged, such Miscellancous Proceeds shall be applied to restoration or repair of the
Property, if the restoration or repair is ecouomically feasible and Lender’s security is not lessened. During
such repair and restoration petiod, Lender shall have the right to hold such Miscellaneous Proceeds until
Lender has had an opportunity to ingpect such Property to ensure the work has been completed to Lender’s
satisfaction, provided that such’ mspc«euon shall be undentaken 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
agreernent is made in writing or Applicable Law requires interest to be paid on such Miscellaneous Proceeds,
Lender shall not be required to pay Bommower any interest or eamings on such Miscellaneous Proceeds. If the
restoration of repsir is not ecotomically feasible or Lender’s security would be lessened, the Miscellaneous
Proceeds shall be applied (o the sums secured by, this Security Instrument, whether or not then due, with the
excess, if any, paid to Borrower. Such stccllaneous Proceeds shall be spplied in the order provided for in
Section 2.

In the event of a total taking, destmctnon or loss in value of the Property, the Miscellaneous Proceeds
shall be applied to the sums secured by this Sccumy Instrument, whether or not then due, with the excess, if
any, paid to Borrower.

In the event of a partial taking, dcslruc.uon 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 Secusity ldstrument immediately 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 Miscellaneous Proceeds muliiplied by the
following fraction: (a) the total amount of the sums secured imimediately before the partial taking,
destruction, or loss in value divided by (b) the fair market value of the Property immediately before the
partial taking, destruction, or loss in value. Any balance shall be paid to Borrower,

In the event of a partial taking, destraction, 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 less than the
amount of the sums secured immediately before the partial taking, destriction, or loss in value, unless
Borrower and Lender otherwise agree in writing, the Miscellaneous Proceeds shall be applied to the sums
secured by this Security Instrament whether or not the sums are then due:. ...

If the Property is abandoned by Borrower, or if, after notice by Lender t6 Borrower that the Opposing
Party (as defined in the next sentence) offers to make am award to settle a claim for damages, Borrower fails
to respond to Lender within 30 days after the date the notice is given, Lendet is authorized to collect and
apply the Miscellaneous Proceeds either 1o restoration or repair of the Property or- to the surs secured by this
Security Instrument, whether or not then due. "Opposing Party” means the third party that ‘owes Borrower
Miscellaneous Proceeds or the party against whom Borrower has a right of action in regard to Mlsc,c]]arneous
Proceeds.

Bomower 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 impairmiest of Lender's.
interest in the Property or rights under this Secnrity Instrument, Borrower can cure such a default and, if -
acceleration has occurred, reinstate as provided in Section 18, by causing the action or proccedmg o’ bc_= s
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* .~disthissed with a ruling that, in Lender's judgment, precludes forteimre of the Property or other material
“impairment of Lender’s interest in the Property or rights under this Security Instrument. The proceeds of any
award or claim for damages that are attnibutable to the impairment of Lender’s interest in the Property are
-h:reby ass:gned and shall be paid to Lender.

- All Miscellancous Proceeds that are not applied to restoration or repair of the Property shall be applied
in 'lhc orderprovided for in Section 2.

11:° Borrower Not Released; Forbearance By Lender Not a Waiver. Extension of the time for
payment or modification of amertization 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 Bommower or
any Successors in-Interest-of Borrower. Lender shall not be required to commence proceedings against any
Successor in Interest of Borrawer or to 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
any Successors in Interest of Boirower. Any forbearance by Lender in exercising any might or remedy
including, without limitation, Lender’s acceptance of payments from third persons, entities or Successors in
Interest of Borrower or in amounts: lcss than the amount then due, shall ot be a waiver of or preclnde the
exercise of any right or remedy.. .

12. Joint and Several Liability, Cu-signers, Successors and Assigns Bound, Borrower covenants
and agrees that Borrower's obligations and Jisbility shall be joint and several. However, any Borrower who
co-signs this Security Instomment but does not execute the Note (a *'co-signer”): (a) is co-signing this Security
Instrument only to morigage, 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 Bomower can agree to extend, modify, forbear or make any
accommodations with regard to the terms of this Sccurity Instrument or the Note without the
co-signer's consent,

Subject to the provisions of Section 17, any Successor in Interest of Borrower who assurnes 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 Instrurnent unless Lender agrees to such release in
writing. The covenants and agreements of this Security- Inslrument shall hmd {except as provided in Section
19} and benetit the successors and assigns of Lender. ;

13. Loan Charges. Lender may charge Borrower fees: for sm‘vmcs performed in comection with
Bomower's default, for the purpose of protecting Lender’s interest in the Property and rights under this
Security Instrument, including, but not limited to, attorneys’ fees, property ispection and valuation fees. In
regard to any other fees, the absence of express authorily in this Securify Insirument to charge a specific fee
to Borrower shall not be construed as a prohibition on the charging of such fee, Lcndcr may oot 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 so
that the interest or other loan charges collected or to be collected in connection ‘with theLoan exceed the
permitied limits, then: (a) any such loan charge shall be reduced by the amount necessary to reduce the
charge to the permitted Limit; and {b) any surns already collected from Borrower which exceeded permitted
Jimits 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 priccipal, the reduction will
be treated as a partial prepayment without any prepayment charge (whether or not a prepaymmt charge is
provided for under the Note). Borrower's acceptance of any such refund made by direct payment to Borrower
will constitute a waiver of any right of action Borrower might have arising out of such overcharge.

14. Natices. All notices given by Borrower or Lender in connection with this Security: Instrument--

must be in writing, Any notice to Borrower in connection with this Security Instrument shall be desmed 1o -

have been given to Borrower when mailed by first class mail or when actually delivered to erowcr s nlcmce:_E
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+ dddress if sent by other means. Notice to any one Borrower shall constitute notice 1o ail Borrowers unless

* /Applicable Law expressly requires otherwise. The naotice address shall be the Property Address unless
L Borrower has designated a substitule notice address by notice to Lender. Borrower shall promptly notify

" Lender of Bortower's change of address. If Lender specifies a procedure for reporting Borrower's change of
address, then Borrower shall only report a change of address through that specified procedure. There may be
only une designatéd nofice address under this Security Instrument at any one tirme. Any notice to Lender shall
be given by delivéring it or by mailing it by first class mail to Lender’s address stated herein unless Lender
has designated another address by notice to Borrower. Any notice in connection with this Security Instrument
shall not be deemgd to hive been given to Lender until acmally received by Lender. If any notice required by
this Security Instrument is also required under Applicable Law, the Applicable Law requirement will satisfy
the corresponding requirement under this Security Instrument.

15. Governing Law; Severability; Rules of Construction. This Security lnstrument shall be
governed by federal law. and the law of the jurisdiction in which the Property is located. All rights and
obligations contained in this Security Instrument are subject to any requirements and limitations of
Applicable Law. Applicable Law might explicitly or implicitly allow the parties to agree by contract or it
might be silent, but such silence shall not be construed as a prohibition against agreement by contract, In the
event that any provision or clause of this Security Instrument or the Note conflicts with Applicable Law, such
conflict shall not affect other’ provlsmns “of thls Security Instrument or the Note which can be given effect
without the contlicting provision.” -~

As used in this Security Instrurbent: (a) ‘words of the masculine gender shall mean and include
comresponding neuter words or wotds of - the feminine gcndcr, (b} wards i the singular shall mean and
include the plural and vice versa; and (c) thc word "may" gives sole discretion without any obligation to take
any action.

16. Borrower’s Copy. Borrower qha]l be gwcn one copy of the Note and of this Security [nstrurnent.

17. Transfer of the Property. This loan may be declared immediately due and payable upon transfer
of the Property securing such loan to any transferee, unless the acceptability of the assumption of the loan is
established pursuant to Section 3714 of Chapter 37, Title 38, Uniited States Code.

If Lender exercises this option, Lender shall gn'e Borrower notice of acceleration, The notice shall
provide a period of not Jess than 30 days from the date the notice is given in accordance with Section 14
within which Borrower must pay all sums secured by this Security Instrument. If Borrower fails to pay these
sums prior to the expiration of this period, Lender may mvokc a0y rancchme permitted by this Security
Instrement without further nolice or demand on Borrower, .

18. Borrower’s Right to Reinstate After Acceleration, If Bozrowcr meets certain conditions,
Borrower shall have the right 10 have enforcement of this Security Ipstrunent discontinued at any time prior
to the earliest of: (a) five days before sale of the Property pursuant to any power of sale contained in this
Security Instrurment; (b) such other period as Applicable Law might specify for the termination of Borrower's
right to reinstate; or (c) entry of a judgment enforcing this Security Instrument. Those conditions are that
Borrower: (a) pays Lender al] sums which then would be due under this Security Instrument and the Note as
if no acceleration had occwred; (0) cures any default of any other/ covenants - ‘or agreements;
f¢) pays all expenses incurred in enforcing this Security Instrument, including, but not llmued 10, reasonable
attomeys’ fees, property inspection and valuation fees, and other fees incurred for the purpose of protecting
Lender’s interest in the Property and rights under this Secunty Instrument; and (d) takes such action as
Lender may reasonably require to assure that Lender’s interest in the Property and rights usider this Security
Instrument, and Borrower’s obligation to pay the sums secured by this Security Insu'ument shall ooutmuc
unchanged. Lender may require that Bomower pay such reinstatement sums and expenses it ohe or more of
the following forms, as selected by Lender: (a} cash; (b} money order; (c) certified check, bank chcck
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 (&) Electronic Funds Transfer. Upon reinstatcment -
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" .~'by-Borrower, this Security Instrument and obligations secured hereby shall remain fully effective as if no
"acoel_t:mﬁ'on had occurred. However, this right to reinstate shall not apply in the case of acceleration under
Section 17
.. 19, Sale of Note; Change of Loan Servicer; Notice of Grievance. The Note or a partial interest in
the Note {tOgctllcr with this Security Instrument) can be sold one or more times without pricr notice to
Borrower. A salé might result in a change in the entity (known as the “Loan Servicer”) that collects Periodic
Payments due ‘under the Note and this Security Instrument and performs other mortgage loan servicing
obligations under the Note, this Security Instrument, and Applicable Law. There also might be one or more
changes of the Loan Servicer unrelated to a sale of the Note. If there is a change of the Loan Servicer,
Borrower will be. given written notice of the change which will state the name and address of the new Loan
Servicer, the address to which payments should be made and any other information RESFA requires in
connection with a notice of transfer of servicing. If the Note is sold and thereafter the Loan is serviced by a
Loan Servicer other than the pirchaser of the Note, the morigage Joan servicing obligations to Borrower will
reynain with the Loan Servicer or be' transferred to a successor Loan Servicer and are not assumed by the
Note purchaser unless otherwise provided by the Note purchaser,

Neither Bomrower nor Lender may commence, join, or be joined to any judicial action (as either an
individual litigant or the member of a ciass) that arises from the other party’s actions pursuant to this Security
Instrument or that alleges that the ather party- has breached any provision of, or any duty owed by reason of,
this Security Instrument, until such: Borrower or Lender has notified the other party (with such notice given
in compliance with the reqmrcmcnts of Section 14) of such alleged breach and afforded the other party hereto
a reasonable period after the giving of such notice fo take corrective action. If Applicable Law provides a
time period which must elapse before certain action can be taken, that time period will be deemed to be
reasonable for purposes of this paragraph. The notice of acceleration and opportunity to cure given to
Borrower pursuant to Section 24 and the fiotice of acceleration given 1o Bommower pursuam to Section 17
shall be deemed to satisfy the notice and opportuhity to take corrective action provisions of this Section 19,

20. Hazardows Substances. As used in this Section. 20: (a) ''Hazardous Substances' are those
substances defined as toxic or hazardous substances; pol]utants or wastes by Bnvironmental Law and the
following substances: gasoline, kerosene, other flammable or toxic petrolenm products, toxic pesticides and
herbicides, volatile solvents, materials containing asbestos .or formaldehyde, and radioactive materials;
(b) “Envitonmental Law" means federal laws and laws of the Junsdmtmn where the Property is located that
relate to health, safety or environmental protection; {c) "“Environmental Cleanup” includes any response
action, rernedial action, or removal action, as defined in Environmental Law; and (d) an “Environmental
Condition” means a condition that can cause, contribute to, or otherwise ';:ngg‘:f_ an _Environmentai Cleanup.

Borrower shall not cause or pemmit the presence, use, disposal, storage, or release of any Hazardous
Substances, or threaten to release any Hazardous Substances, on or in the Property. Borrower shall not do,
nor allow anyone else to do, anything affecting the Property (a) that-is in violation of any Environmental
Law, (b) which creates an Environmental Condition, or (c) which, due to- the presence, use, or release of a
Hazardous Substance, creates a condition that adversely affects the value of the Property. The preceding two
sentences shall not apply to the presence, use, or storage on the Property of small quantities. of Hazardous
Substances that are generafly recognized to be appropriate to normal residential uses and L maintenance of
the Property (including, but not limited to, hazardons substances in consumer products) S

Borrower shall promptly give Lender written notice of (2) any investigation, claim, demand, lawsuit or
other action by any governmental or regulatory agency or private party mvolving the Prapcny and any
Hazardous Substance or Environmental Law of which Borrower has actual knowiedge, (b) any
Environmental Condition, including but not limited to, any spilling, leaking, discharge, release. or threat of
release of any Hazardous Substance, and {c) any condition caused by the presence, use or release of a°

Hazardous Substance which adversely affects the value of the Property. If Borrower leams, or is ‘notified b y

any governmental or regulatory authority, or any private party, that any removal or other remediation of any. .
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Haz.ardous Substance affecting the Property is necessary, Borrower shall promptly take ail necessary
" ‘yémedial actions in accordance with Environmental Law. Nothing herein shall create any obligation on

. Lender. for an Environmental Cleanup.

© #21. Funding Fee. A fee equal to one-half of one percent of the balance of this foan as of the date of
transfer of the Property shall be payable at the time of transfer to the loan holder or its authorized agent, as
trustee for thé Department of Veterans Affairs. It the assumer fails to pay this fee at the time of transfer, the
fee shall constitute an additional debt to that already secured by this instrument, shall bear interest at the rate
herein provided, 'and, at the option of the payee of the mdebtedness hereby secured or any transferee thereof,
shall be immediately dué-and payable, This fee is automatically waived if the assumer is exempt under the
provisions of 38 U: S C 3729((:) (Note: The funding fee for loans assumed between 12/13/02 and 9/30/03
will be [ percent.) -

22. Procéssing Charge. Wpon application for approval to allow assumption of this loan, a processing
fee may be charged by the loan holder or its authorized agent for determining the creditworthiness of the
assumer and subsequently revising the holder's ownership records when an approved transfer is completed.
The amount of this charge shall not exceed the maximum established by the Department of Veterans Affairs
for a loan to which Sectiori 3714 of Chapter 37, Tite 38, United States Code applies.

23. Indemnity Liability. I this obligation is assumed, then the assumer hereby agrees to assume all
of the obligations of the vetetin under the terms of the instruments creating and securing the loan. The
assumer further agrees to indemnify the Department of Veterans Affairs to the extent of any claim payment
arising from the guaranty or insurance of the tiidebtedness created by this instrument,

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

24. Acceleration; Remedies. Lender shall give notice to Borrower prior to acceleration following
Borrower’s breach of any covenant or agreement in this Security Instrument (bat not prior to
acceleration under Section 17 unless Applicable Law provides otherwise). The notice shall specifly:
{a) the default; (b} the action required o cure the default; (c) a date, not less than 30 days from the
date the nolice is given to Borrower, by which the default inust be cured; and (d} that failure to cure
the default on or before the date specified in the notice may result in acceleration of the sums secured
by this Security Instrnment and sale of the Property at public auction at a date not less than 128 days
in the futare, The notice shall further inform Borrower of the right to reinstate after acceleration, the
right to bring a court action to assert the non-existence of a default or any other defense of Borrower
to acceleration and sale, and any other matters regulred to-he included In the notice by Applicable
Law. If the default is not cured on or before the date bpwlﬂﬁd in the notlce, Lender at Is 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/or any other remedies permitted by Applicable Law.
Lender shall be entitled ¢o collect all expenses incorred in pursuing the remedies provided in this
Section 24, including, but not limited to, reasonable attorneys® fees and costs of title evidence.

If Lender invokes the power of sale, Lender shall give written notice to Trustee of the occurrence
of an event of default and of Lender’s election to cause the Property to he sold. Trustce and Lender
shall take such action regarding notice of sale and shall give such notices tp Borrower and to other
persons as Applicable Law may reguire. After the time required by Applicable Law and after
publication of the nolice of sule, Trustee, without demand on Borrower, shall sell, the Property at
public auction 1o the highest bidder at the time and place and under the terms deslgnated inthe notice
of sale in one or more parcels and In any order Trustee determines. Trustee may postpone sak of the
Property for a period or periods permitted by Applicable Law by public announcement at the tlme
and place fixed in the notice of sale, Lender or its designee may purchase the Property at any sale.” -

Trustee shall deliver to the purchaser Trustee’s deed conveying the Property without any.

covenant or warranty, expressed or implied. The recitals in the Trustee's deed shall be prima l’aci,;= -

evidence of the truth of the statements made therein. Trustee shall apply the proceeds of the sa]e ln tlle
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* ~following order: (a) to all expenses of the sale, including, but not limited to, reasonable Trustee’s and

“attorpeys’ fees; (b) to all sums secured by this Secority 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,

_-28. Reconveyance. Upon paymen of all sums secured by this Security Instrument, Lender shall
request Trustee to reconvey the Property and shall surrender this Security Instrument and all notes evidencing
debt secured by. this Security Instrument to Trustee. Trustee shall reconvey the Property without warranty to
the person or persons legally entitled to it. Such person or persons shall pay any recordation costs and the
Trustee's fee for preparing the reconveyance.

26. Substitute Trosfee. In accordance with Applicable Law, Lender may trom time to time appoint a
successor trustée o any Trusiee sppointed 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 herem
and by Applicable Law, . :

27. Useof Property The property is not used principally for agricultural purposes,

28. Attorneys’ Fees, Lender shall be entitled to recover its reasonable attomeys’ fees and costs in any
action or proceeding to constroe or éi_lfoi'_c_;c any term of this Security Instrument. The term “‘attorneys’ fees,”
whenever used 1o this Security nstniment, shall include without limitation attorneys’ fees mcwrred by Lender

in any bankruptcy proceeding or on appeal.....
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. ORAL AGREEMENTS OR ORAL COMMITMENTS TO LOAN MONEY, EXTEND
" CREDIT, OR TO FORBEAR FROM ENFORCING REPAYMENT OF A DEBT ARE NOT
* ENFORCEABLE UNDER WASHINGTON LAW.

'BY SIGNING BELOW, Barrower accepts and agrees to the terms and covenants contained in pages 1
lhmugh 16 of thls Sccunty Instrument and m any Rider executed by Borrower and })eoordcd with .

{Seal)

PATRICK T. BP\RTGN -Bormrower
(Seal) {Seal)

-Borrower -Borrower

Wilness: S Winess:

iy
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State of Washington )
0% ) ss.

_c:;um} of f's_kagit )

On th.ls day pcrsonally appeared before me

Patrick T Barton and Margaret H. Barton
, to me known to be the individual(s)

described in and who cxacuted the within and foregoing instrument, and acknowledged that he<shreor they)
signed the same as hm-(her-er- their) free and volun[ary act and deed, for the uses and purposes therein

mentioned,

Given under rny hand and ofﬁcml seal this 7 day of April, 2004
: ‘-..\\\A\d\\‘
S L %
- O$.‘“" 0 '?:OO‘ b .
-~ - \%S‘ N ..' o .‘
; . éé OTA Ly % ‘l
7 . - l' : v
? 8 W -_....Ry ﬁ. v Notary Public in and for the Sute of Washington residing at:
’ P Anacortes
L/ I
Fa
My comrnission expires: 05-31-2004

REQUEST FOR RECONVEYANCE

TRUSTEE:
The undersigned is the holder of the note or notes secured by this Deed of Trust. Said note or

notes, tagether with all other indebtedness secured by this Deed of Trust, have been paid in full.
You are hereby directed to cancel said note or notes and this Desd of Trust, which are defivered
hereby, and to reconvey, without warranty, all the estate now held by you under this Deed of

Trust to the person or perscns legally entitied thereto,

DATED: By
Skag1t County Audltor
6:’1!2004 Page 16 of 19 11 43AIVI
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ADJUSTABLE RATE RIDER

THIS LOAN IS NOT ASSUMABLE WITHOUT
THE APPROVAL OF THE DEPARTMENT OF
VETERANS AFFAIRS OR ITS AUTHORIZED
AGENT.

THIS ADIUSTABLE RATE RIDER is made this 20th day of April 2004

and is incorposated into and shall be deemed to amend and supplement the Morigage, Deed of Trust or
Security Deed (“Security Instrimerit?) of the same date given by the undersigned (“Bomower”) fo secure
Borrower's Note (“Note’ ) mHOMESTREET BANK, A WASHINGTON STATE CHARTERED SAVINGS
BANK

{(the ' Lender") of the same date and covcnng the Property described i the Security Instrument and located at:

2207 32ND STREET
T ANACORTES WA 98221

: [Property Addrese]

THE NOTE CONTAINS PROVISIONS"’ALLOWWG FOR CHANGES IN THE INTEREST
RATE AND THE MONTHLY PAYMENT. THE NOTE LIMITS THE AMOUNT THE
BORROWER'’S INTEREST RATE CAN CHANGE AT ANY ONE TIME AND THE
MAXIMUM RATE THE BORROWER MUST PAY

ADDITIONAL COVENANTS. In addition to thc covmants and agreemgmts.. made in the Security
Instrument. Borrower and Lender further covenant and agree as tollows )’; safTAB

INTEREST RATE AND MONTHLY PAYMENT CHANGES . g

{A) Change Dates ' Pl

The interest rate may change on the first day of Adil¢/ ZUW OCTOBER 2007 , and on that day
of each succeeding year. “Change Date” means each date on which the. mlcrcsl rate cou]d changc

{B] The Index

Beginning with the first Change Date, the interest rate will be bascd on an Indcx "Index" means the
weekly average yicld on United States Treasury Securities adjusted to°a constant maturity of one year, as
made available by the Federal Reserve Board. "'Current Index” means the most recent Index figure available
30 days before the Change Date. If the Index (as defined above) is no longer available, Lender will use as a
new Tndex any index prescribed by the Department of Veterans Affairs. Lender: wall gn‘rc Borrowcr notice of
the new Index. :

{C) Caleutation of Interest Rate Changes

Before each Change Date, Lender will calculate a new interest rate by adding a margm of Two and
One Quarter
percentage points ( 2.2500%) to the Current Index and rounding the sum to the naa:cst one—c:ghlh of
one percentage point (0.125%). Subject to the limits stated in Paragraph (D) of this Rider, l]ns mundad
amount will be the new interest rate until the next Change Date. L ’

MULTISTATE VA ADJUSTABLE RATE RIDF™
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(D) Limits on Interest Rate Changes
“The existing interest rate will never increase or decrease by more than one percentage point (1.0%) on

any smgle Change Date, The interest rate will never be more than five percentage points (5.0%) higher than
‘initial interest rate, The interest rate will never be lower than the margin stated in Paragraph (C) of this Rider.

. (E} " Calculation of Payment Change

--If the inferest tate changes on a Change Date, Lender will calculate the amount of monthly payment of
principal ‘and interest which would be necessary to repay the unpaid principal balance in full at the maturity
date at the new. interest rate through substantially equal payments. In making such calculation, Lender will
use the unpaid principal balance which would be owed on the Change Date if there had been no default in
payment on the Note;-reduced by the amount of any prepayments to principal. The result of this calcufation
will be the amoint of the new monthly payment of principal and interast,

{(F) Notice of Changes

Lender will glvc nolice 16 Botrower of any change in the interest rate and monthly payment amount.
The notice must be given at least 25 days before the new moathly payment amcunt is due, and must set forth
(i) the date of the notice, (ii) the Changc Date, (iii), the old interest rate, (iv) the new interest rate, (v) the new
monthly payment amount,”(vi) the Current Index and the datc it was published, (vii) the method of
calculating the change in month]y paymcut amount, and (viii) any other mformation which may be required
by Jaw from time to time,

(G} Effective Date of Changm o :

A new interest rate calculated-in accordancc with paragraphs (C) and (D} of this Rider will become
effective on the Change Date. Barrower shall make a payment in the new monthly amount beginning on the
first payment date which occurs at least 25 days after Lender has given Borrower the notice of changes
required by Paragraph (F) of this Rider. Borrower shall have no obligation to pay any increasc in the monthly
payment amount calculated in accordance with Paragraph (E) of this Rider for any payment date occurring
less than 25 days after Lender has given the required notice. If the monthly payment amount calculated in
accordance with Paragraph (B) of this Rider decreased; but Lender failed to give timely notice of the
decrease and Borrower made any monthly payment amounts exceeding the payment amount which should
have been siated in a timely notice, then Borrower has the option fo either (i) demand the return to Borrower
of any excess payment, with interest thereon at the Note rate. (a rate equal to the interest rate which should
have been stated 1 a timely notice), or (if) request that any excess payment, with interest thereon al the Note
rate, be applied as payment of principal. Lender's obligation to return any excess payment with interest on
demand is not assignable even if the Note is otherwise asmgncd hefore: thc demand for retum is made,

BY SIGNING BELOW, Borrower accepts and agrees to the tcrms and covenams contained in pages 1
and 2 of this Adjustable Rate Rider,

Ao s o

PATRICK T. BARTON Bomower  MARGRRET H. BARTON . Bormower

e
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