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| DEFINiT!ONS

" +Wordsused in multiple sections of this document are defined 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.

5 "(A) : "Secunty Instrument" means this document, which is dated ~ SEPTEMEER 28, 2004 , together
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with: al] Riders to thls document.

(B) - "Borrewer"is GARY E. GAFFIELD AND JCNI C. GAFFIELD, HUSRAND
ANI WIFE

Borro.{vé'i' 15 thé tfusto; under this Security Instrument,
(o)} 'Lender" is” PEOPLES BANK

Lender isa © WASHINGTON CORECRATION organized
and existing under the laws of ., WASHINGTCN .
Lender's addressis 4183, MERIDIAN ST, BELLINGHAM, WASHINGTON 98226

(D) "Trustee" is Chlcago MV Title & Escrow
425 Comner01al St/ Box 638, Mount Vernon, Washington

(E) "MERS"is Mortgage Electmmc Rﬁglstratlon Systems, Inc. MERS is a separate corporation that is acnng
solely as anominee for Lender anid Lender's successors and assigns. MERS is the beneficiary under this Security
Instrument. MERS is orgaszed and existing under the laws of Delaware, and has an address and telephone number
of P.0. Box 2026, Flint, MI 48501-2026 tel. "(888) 679-MERS.
(F) "Note" means the promissory note signed by Borrower and dated ~ SEPTEMBER 28, 2004
The Note states that Borrower owes Lender QNE HUNDRED TWENTY THOUSAND AND
00/100 Dollars (U.S. $ 120, 000.00C ) plus interest.
Borrower has promised to pay this debt n: regular Penodlc Payments and to pay the debt in full not later than
NOVEMBER 1, 4
(G) 'Property" means the property that is d&scnbed below under the heading "Transfer of Rights in the Property."
() '"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 mterest.
(I  "Riders" means all Riders to this Security Instrument that are executed by Borrower. The following Riders
are to be executed by Borrower [check box as apphcahle]

K] Adjustable Rate Rider [] Condonumum Rlder [] Second Home Rider

O Balloon Rider K] Planned Unit Development Rider [] Other(s) [specify]
[] 1-4 Family Rider [] Biweekly Payment Rlder

{J) “Applicable Law" means all controlling applicable federal state and Iocal statutes, regulations, ordinances and
administrative rules and orders (that have the effect of law) as uell as all apphcable 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 Property by a condominium association, homeovmers association or similar
organization, o .
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(L). "Electronic Funds Transfer" means any transfer of funds, other than a transaction originated by check, draft,

- orsimilar 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

iniclydes, but is not limited to, point-of-salc transfers, automated teller machine transactions, transfers initiated by

.”" telephone, wire transfers, and automated cleannghouse transfers.
<(M). "Escrow Items" means those items that are described in Section 3.
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(N).~ "Miscellaneous Proceeds™ means any compensation, settlement, award of damages, or proceeds paid by any
third party (other than insurance proceeds paid under the coverages described in Section 5) for: (i) damage to, or
destructlon of, the:Property;, (i) condemnation or other takmg of all or any part of the Property; (iii) conveyance in
lien of condemnation; or (iv) misrepresentations of, or omisstons as to, the value and/or condition of the Property.

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

(P} "Periodic Payment" means the regularly scheduled amount due for (i) principal and interest under the Note,

plus (ii) any-dmounts iinder Section 3 of this Security Instrument.

(Q) "RESPA™ means the Real Estate Settlement Procedures Act (12 U.S.C. §601 et seq. ) and its implementing
regulation, Regulanon X (24 C.F.R. Part 3500), as they might be amended from time to time, or any additionat or
successor legislation “or regulatlon that governs the same subject matter, As used in this Security Instrument,

"RESPA" refers to all reqmrements 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 loan” 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' : obhgatlons under the Note and/or this Security Instrument,

TRANSFER OF RIGHTS--"EN-- THE PROPERTY

The beneficiary of this Secunty Instrument is MERS (solely as nomines 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 agrecments under this Securlty Instrument and the Note. For this purpose, Borrower irrevacably grants
and conveys to Trustee, in trust; with power of sale, the following described property located in the

COUNTY .- v . of SKAGIT
[Type of Recording Jmsdlcum} : {Neure of Recording Jurisdiction]
IOT 198, REVISED MAP OF SHELTER BAY DIV. 2, TRIBAL AND ALIOTTED
SOf SWINOMISH INDIAN RESERVATTION AS RECORDED

LAND D MARCH 17,
1970, IN VOLUME 43 OF QFEICIAL RECORDS, PACES 833 THROUGH 838,
RECORDS SKAGI%N COUNTY, “WASHINGTON. SITUATED IN SKAGIT

WAS
AJP.N. #: 5100-002-198- OOOO(P84195)

which currently has the address of 198 SUQUAMISH WAY AT

_ [Sh'eet]
LA CONNER Washmgton 98257 ("Property Address"):
[Citv] M [le CDdB]
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. TOGETHER WITH all the improvements now or hereafter erccted on the property, and all easements,

'éppm’temsmces and fixtures now or hereafter a part of the property. All replacements and additions shall also be

" rcovered by this Security Instrument. All of the foregoing is referred to in 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

" Instruiment, but, if necessary to comply with law or custom, MERS (as nominee for Lender and Lender's successors
< and a551g;ns) has the right: to exercise any or all of those interests, including, but not limited to, the right to forectose
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and sell the Property; and to take any action required of Lender including, but not limited to, rel easing and canceling
this Security Instrument.

+ BORROWER COVENANTS that Borrower is lawfully scised of the estate horeby 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
encumbrances of record,

THIS SECURITY INSTRUMENT combines uniform covenants for national use and non-uniform covenants
with limited varlatlons by Jurlsdlctlon to constitute a uniform security instrument covering real property.

UNIFORM COV ENANTS 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 thie principal-of, and interest 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 Items pursuant to Section 3. Payments
due under the Note and this Secunty 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 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 dravm upon an mstitution whose deposus are msured
by a federal agency, instrumentality, or entity;-or (d) Electronic Funds Transfer.

Payments are deemed received by Lender when received at the location deagnatcd in the Note or at such other
location as may be designated by Lender m atcordance with the notice provisions in Section 15. Lender may return
any payment or partial payment if the payfnent 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 Tefuse: such payment or partial payments in the future, but Lender is not
obligated to apply such payments at the time such payments are accepted. If cach Periodic Pavment is applied as of
its scheduled due date, then Lender need not pay mterest onunapplied funds. Lender may hold such imapplied funds
until Borrower makes payment to bring the Loan curreni. If Borrower does not do so within a reasonable period of
time, Lender shall either apply such funds or return them to Borrower. If not applied earlier, such funds will be
applied to the outstanding principal balance under the Note immediately 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 performing the ccvenants and agreements secured by this Security
Instrument.

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

If Lender reccives a payment from Borrower for a delinquent Periodic Payment which includes a snfficient
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 Borrower to the
repayment of the Periodic Payments if, and to the extent that, each payment can be pald in full. To the extent that
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any excess exists after the payment is applied to the full payment of one or more Periodic Payments, such excess may
- be applied to any late charges due. Voluntary prepayments shall be applied first to any prepayment charpes and then
« .as described in the Note.
o Any application of payments, msurance proceeds, or Miscellaneous Proceeds to principal due under the Note
o shall not onend or postpone the due date, or change the amount, of the Periodic Payments,

S0 - Funds for Escrow Items. Borrower shall pay to Lender on the day Periodic Payments are due under
the: Note unt11 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 paymenis or ground rents on the Property, if any; (c) premiums for any and all insurance
required by Lender under Section 3; and (d) Mortgage Insurance premmms if any, or any sums pay able by Borrower
to Lender in lien of the payment of Mortgage Insurance premiums in accordance with the provisions of Section 10.
These iters are called "Escrow Items." At origination or at any time during the term of the Loan, Lender may require
that Commumtj, Assoolatlon 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 to be paid
under this Section. Borrower shall pay Lender the Funds for Escrow Items unless Lender waives Borrower'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 ltems at any time. Any such waiver may only be in writing. In the event of such waiv er,
Borrower shall pay.directly; when 'and where payable, the amounts due for any Escrow [tems for which pavment of
Funds has been 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 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. Section 9. If Borrower is obligated to pay Escrow tems directly, pursuant to
awaiver, and Borrower fails to.pay the amount due for an Escrow Item, Lender may exercise its rights under Section
9 and pay such amount and Borrower shall then be obligated under Section 9 to Tepay to Lender any such amount.
Lender may revoke the waiver as to any or'all Escrow Items at any time by anotice given in accordance with Section
15 and, upon such revocation, Bonower shali 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 amount (a) sufficient to permit Lender to apply the Funds
at the time specified under RESPA, and (b) fiot.to éxgeed the maximum amount a lender can require under RESPA.
Lender shall estimate the amount of Funds due.on the basis of current data and reasonable estimates of expenditures
of future Escrow Items or otherwise in accordance with Applicable Law.

The Funds shall be held in an institution whose-deposits are insured by a federal agency, instrumentality, or
entity (including Lender, if Lender is an institution whose deposits are so insured) or in any Federal Home Loan
Bank. Lender shall apply the Funds to pay the Escrow Items no later than the time specified under RESPA. Lender
shall not charge Borrower for holding and applying the Funds, annually analyzing the escrow account, or verifying
the Escrow Items, unless Lender pays Borrower intgrest on the Funds and Applicable Law permits Lender to make
such acharge. Unless an agreement is made in writing or Apphcablc T.aw requires interest to be paid on the Funds,
Lender shall not be required to pay Borrower any interest or garmings-on the Funds. Borrower and Lender can agree
in writing, however, that interest shall be paid on the Funds, - Lender shaII give to Borrower, without charge, an
annual accounting of the Funds as required by RESPA.  *. °

If there is a surplus of Funds held in escrow, as definéd under RESPA Lender shall account to Borrower for
the excess funds in accordance with RESPA. [f there is a shortage of Fusids. hold in escrow, as defined under RESPA,
Lender shall notify Borrower as required by RESPA, and Borrower shall pay to Lender the amount necessary to make
up the shortage in accordance with RESPA, but in no more than 12 monthly payments. If there is a deficiency of
Funds held in escrow, as 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 i aocordanoe v«r:th RESPA but in no more than

12 monthly payments.
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. Upon payment in full of all sums secured by this Security Instrument, Lender shall promptly refund to Borrower

y -éiny Funds held by Lender.

“'4,  Charges; Liens. Borrower shall pay all taxes, assessments, charges, fines, and impositions attributable

& 10 the Property which can attain priority over this Secunty Instrument, leaschold payments or ground rents on the

| -""'_Properw i any, and Community Association Dues, Fees, and Assessments, if any. To the extent that these items
are Eserow Tiems, Borrower shall pay them in the manner provided in Section 3,

Wadl48.mad 6 tem

* Borrower shalI promptly discharge any lien which has priority over this Security Instrument unless Borrower:
(a) agrees in wntmg to the payment of the obligation secured by the lien in a manner acceptable to Lender, but only
so"long as Borrower is performing such agreement; (b) contests the lien in 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 proceedmgs are pending, but only until such proceedings are concluded; or (c) secures from the holder
of the lien-an agreement satisfactory to Lender subordinating the lien to this Security Instrument. If Lender
determinés that any part of the Property is subject to a lien which can attain priority over this Security Instrument,
Lender may give Borrower a notice identifying the lien. Within 10 days of the date on which that notice is given,
Borrower shall satisfy the Tien 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 areal estate tax verification and/or reporting service
used by Lender in connection Wlth this Loan.

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 other hazards
including, but not limited to, earthquakes and floods, for which Lender requires insurance. This insurance shall be
maintained in the amounts (mclud.mg deductible levels) and for the periods that Lender requires. What Lender
requires pursuant to the preeedmg sentengés can change during the term of the Loan. The insurance carrier providing
the insurance shall be chosen by:Borrower sub_] ectto Lender' snight to dlsapprove 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 detennmatmn, certification and tracking services; or (b) a one-time charge for flood zone
determination and certification sérvices and: subsequent charges each time remappings or similar changes occur which
reasonably might affect such determination-or certification. Borrower shall also be responsrble 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, I.ender may obtain insurance coverage, at
Lender's option and Borrower's expense. Lénder:is undet: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 insurance coverage so
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 interest at the Note rate from the ‘date of dlsbursement and shall be payable, with such interest,
upon notice from Lender to Borrower requesting payment. = 7

All insurance policies required by Lender and renewals of such pellmes 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 prefiums and renewal notices. If Borrower obtains any
form of insurance coverage, not otherwise required by Lender, for damage to, ordestruction of, the Property, such
policy shall include a standard mortgage clause and shall name Lender as mortgagee and/or as an additional loss
payce.

In the event of loss, Borrower shall give prompt notice to the msuranee carrierand Lender. Lender may make
proof of loss if not made promptly by Borrower. Unless Lender and’ Borrewer othenmse agree in writing, any
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wnsurance procesds, whether or not the underlying insurance was required by Lender, shall be apphied to restoration
+ orTepair 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 untif Lender
has had an opportunity to inspect such Property to ensure the work has been completed to Lender's satisfaction,
.* provided that such inspection shall be undertaken promptly. Lender may disburse proceeds for the repairs and
* restoration-in a single payment or in a series of progress payments as the work is completed. Unless an agreement
is'made in writing or Applicable Law roqulrcs interest to be paid on such insurance proceeds, Lender shall not be
reqmred to pay Borrower any interest or earnings on such proceeds. Fees for public adjusters, or other third parties,
retained by Borrower shall not be paid out of the insurance proceeds and shall be the sole obligation of Borrower.
If therestoration 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, if any, paid
to Borrower.” Such insurance proceeds shall be applied in the order provided for in Section 2.

If Borrowr:r abandons the Property, Lender may file, negotiate and settle any available insurance ¢laim and
related matters: If Borrower does not respond within 30 days to a notice from Lender that the insurance carrier has
offered to settl¢ 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, 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 In__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 Instrament, whether or not then due.

6.  Occupancy. ‘Borrower shall accupy, establish, and use the Property as Borrower's principal residence
within 60 days after the execution of this Socurlty Instrument and shall continue to occupy the Property as Borrower's
principal residence for at least onc year afier the date of occupancy, unless Lender otherwise agrees in writing, which
consent shall not be unreasonably w1t]1held or un]ess extenuating circumstances exist which are beyond Borrower's
control.

7. Preservaﬂon, antenance and Pmtectlon of the Property; Inspections. Borrower shall not destroy,
damage or impair the Property, allow. the Propertv to.deteriorate or commit waste on the Property. Whether or not
Borrower is residing in the Property, Borrower shall maintain the Property in order to prevent the Property from
deternorahng or decreasing in value due to'its condition. Unless it is determined pursuant to Section 5 that repair or
restoration is not economically feasible, Borrowet shall. promptly repair the Property if damaged 1o 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 restormg the Property only if Lender has released
proceeds for such purposes. Lender may disburse proceeds for the repairs and restoration in a single payment or in
a series of progress payments as the work is completed. If the insurance or condemnation proceeds are not sufficient
to repair or restore the Property, Borrower is not reheved of Borrower s obligation for the completion of such repair
or restoration,

Lender or its agent may make reasonable entries upon: and mspectlons of the Propertv If 1t has reasonable
canse, 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 ingpection specifying such reasonable cause,

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

9. Protection of Lender's Interest in the Property and nghts Under this Security Instrument. If ()
Borrower fails to perform the covenants and agreements contained in this Secunty Inslrument {b) there 1s a legal
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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 priority over this Security Instrument or to enforce laws or regulat]ons) or (c) Borrower has abandoned the
_Propertv then Lender may do and pay for whatever is reasonablc or appropriate to protect 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

Wad(H8, med 8.tem

sgcured by a lien which has prmmy over this Security Instrument; (b) appearing in court; and (c) paying reasonable
altorneys fees Lo protect its interest in the Property and/or rights under this Security Instrument, including its secured
position iri a bankruptcy proceeding. Sccuring the Property includes, but is not limited to, 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 utilities turned on or ofT, Although Lender may take action
under thls 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 habﬂlty for not taking any or all actions anthorized 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 requesting payment.

If this Secumy Instriment is on a leaschold, Borrower shall comply with all the provisions of the lease. If
Borrower acquires fee tltle to the Property the leasehold and the fee title shall not merge unless Lender agrees to the
merger in writing.

10. Mortgage Insurance. If Lender required Mortgage Insurance as a condition of making the Loan,
Borrower shall pay the premiums required to maintain the Mortgage Insurance in effect. If, for any reason, the
Mortgage Insurance coverage reqiured by: Lender ceases to be available from the mortgage insurer that prevmusly
provided such insurance and Borrower was Tequired to make separately designated payments toward the premiums
for Mortgage Insurance, Borrower shall pay the premiums required to obtain coverage substantially equivalent to the
Mortgage Insurance previously in effect, at a cost substantlally equivalent to the cost to Borrower of the Moﬂgage
Insurance previously in effect, from an alternate mortgage insurer sclected by Lender. If substantially equivalent
Mortgage Insurance coverage is not avallable Borrower shall continue to pay to Lender the amount of the separately
designated payments that were due Wllen the 1 msurance coverage ceased to be in effect. Lender will accept, use and
retain these payments as a non-refundable loss resefve in lien of Mortgage Insurance. Such loss reserve shall be non-
refundable, notwithstanding the fact that-the Loan is ultlmately paid in fufl, and Lender shall not be required to pay
Borrower any interest or earnings on such loss réserve. Lender can no longer require loss reserve payments if
Mortgage Insurance coverage (in the amount and for the permd that Lender requires) provided by an insurer selected
by Lender again becomes available, is obtainied, afd Lender requires separately designated payments toward the
premiums for Mortgage Insurance. If Lender required Mortgage Insurance as a condition of making the Loan and
Borrower was required to make separately designated payments toward the premiums for Mortgage Insurance,
Borrower shall pay the premiums required to maintain-Mortgage Insurance in effect, or to provide a non-refundable
loss reserve, until Lender's requirement for Mortgage Insurance ends in accordance with any written agreement
between Borrower and Lender providing for such termination 0r 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 purchasae the Note) for certain losses it may incur
if Borrower does not repay the Loan as agreed. Borrower is-not a party to.the Mortgage Insurance.

Mortgage insurers evaluate their total risk on all such insirance i 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: partm) 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 Insurarice premiums).
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