Know What You Are Signing!

Loan Docs Explained

In this Chapter:

% You will learn how to make sure you are getting the loan fees you expect and were
promised, and how to determine if you are being treated fairly.

¥ You will learn how to decipher your loan documents (a.k.a. loan docs) and pick out
what is really important.

¥ | provide examples of Loan Notes and closing statements with the important fea-
tures highlighted, so that you can easily find the rate, fees, loan amount and terms
of the loan on your own loan docs.

You can do everything right. You can choose an honest loan officer, make sure you are
getting the right loan for your circumstances, and negotiate fair fees; and you can still get the
wrong loan terms in escrow. How can that happen? It is simple: Human Error. The person
drawing the loan documents (a.k.a. loan docs) is human and can make mistakes. The single
best thing you can do for yourself when getting a home loan is to know where the important
information is in the thick stack of loan docs, and how to decipher that information. This chap-
ter gives you these skills.

First, | will give you a list of what you can expect to find in loan docs. Each lender has its
own way of doing things. There is no industry-wide standard. However, the basics are in every
stack of docs. So | will cover those.
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Second, | will show you examples of the critical portions of loan docs, so that you can rec-
ognize the critical aspects of your own loan docs. This will enable you to quickly determine if
they are correct.

Before you sign anything, | recommend you go to www.HollyHomeLoans.com and down-
load the disclosure form for your particular loan type, or take if from the back of this book. |
have mentioned these forms in previous chapters, but mention them again, here, in case you
are skipping around and did not read the other chapters. These forms define all the terms of
your loan. They are clear, easy to understand, and ask the lender to calculate the best and
worst payments you could experience, where applicable. Please ask your lender to complete
the form and sign it before you sign loan docs, especially if you are choosing an adjustable
rate mortgage.

Three categories of items in loan docs:
1. Important items - You must read and understand these. They spell out the terms of
the loan and the fees you are paying.
2. Somewhat important items - Mistakes are rarely made on these items, and can be
easily corrected if discovered later.
3. Boring, standard disclosures - You can read these if you like. However, they are gen-
erally required and non-negotiable.

Please be sure to keep a copy of your loan docs in a safe place. You may need to refer to
them in the future. Your lender will ask for a copy of your Loan Note on your first loan if you ap-
ply for a home equity line of credit or a fixed rate second home loan. Many people scan them
and keep them on a disk or in their computer.

Important Items

> Estimated Closing Statement - This lists the fees, loan amount(s) and esti-
mated pay off amounts. It will tell you approximately how much money you will either
have to bring to escrow, or will receive from escrow. Make sure the fees here match
the fees you were quoted. If you do not understand an item, ask the closing agent or
loan officer to explain it for you.

> Note - This describes all the terms of your loan. It may be titled “Adjustable Rate
Note” or “Fixed Rate Note,” or something close to that. Please be sure to keep a copy
of your Note (and all Riders and Addenda) in a handy place. | will teach you how to find
the critical aspects your Note because it is the single most important item in the stack.
It lists your interest rate, loan amount, payment, and other terms of the loan.



The Normal Peoples Guide to Home Financing 99

> Rider (a.k.a. Addendum) - The Riders and Addenda are additions to the Note,
and need to be kept with it. They describe adjustable features of the loan and prepay-
ment penalties, (if either of these are applicable to your loan). The Adjustable Rate
Rider often reiterates some of the same terms contained in your Note. If you have a
prepayment penalty, the terms will be outlined in the Prepayment Penalty Addendum.

Somewhat Important Items

> New loan payment form - Keep this handy. If the lender doesn’t mail you a
payment coupon in time for your scheduled payment, this form tells you the payment
amount, where to send it, and the loan number. There is no excuse for not making your
first mortgage payment. Even if the lender sends the statement to the wrong address,
or doesn’t send it in time, it is your responsibility to know how much to pay, when to
pay it, and where to send it.

> Vesting Amendment - This describes how you will hold title to your property
(e.g. John Doe and Jane Doe; husband and wife as joint tenants).

> Deed of Trust - This document is recorded with the County. It lays out all of the
rights of the lender and borrower. It also places certain aspects of your loan in public
record. This document must be notarized.

> Right of Rescission - This only applies to refinances on owner occupied proper-
ties. Government regulators want you to have 3 full days to read the docs and decide
if you really want the loan before it funds. If you decide you do not want the loan, you
need to sign this form and fax it to the party indicated on the form before the cut-off
time listed.

> 4506-T - This form gives the lender the right to request copies of your tax returns
from the IRS. This form used to be a formality as long as you did not default on the loan.
However, now most lenders will not fund a loan until the IRS confirms that the informa-
tion you gave them is accurate. This form used to be signed only with loan docs. Now
they request it up front.

Boring, Relatively Unimportant Items

> Various Disclosures - All lenders have disclosures that cover them legally. In
general, they say that if you do not pay your mortgage, the lender has the right to take
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your house and sell it to recover the money you owe them. You can read them if you
like, but there is no room for negotiation on these terms.

[ Cnemiiee for Fimal oo Docer i

(d Do the fees match the fees | was quoted?
1 What is my rate? Is it what was quoted?
0
Q0

Is the loan type what | was quoted? (i.e. fixed or adjustable rate loan)
Is the loan amount accurate?

I ——

Sample Notes on the Following Pages
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NOTE

[Date] ity | [State|

[Property Address]

1. BORROWER’S PROMISE TOPAY

In return for a loan that I have received, I promise to pay U.S. $ 417,000.00
(this amount is called “Principal”), plus interest, to the order of the Lender. The Lender is
AMERICORP FUNDING

1 will make all payments under this Note in the form of cash, check or money order.
I understand that the Lender may transfer this Note. The Lender or anyone who takes this Note by transfer
and who is entitled to receive payments under this Note is called the “Note Holder.”

2. INTEREST
Interest will be charged on unpaid principal until the full amount of Principal has been paid. I will pay interest
at a yearly rate of 5.750"9%.

The interest rate required by this Section 2 is the rate I will pay both before and after any default described
in Section 6(B) of this Note.

3. PAYMENTS

(A) Time and Place of Payments

[ will pay principal and interest by making a payment every month.

I will make my monthly payment on the 18T day of each month beginning on APRIL 01, 2008
I will make these payments every month until I have paid all of the principal and interest and any other charges
described below that I may owe under this Note. Each monthly payment will be applied as of its scheduled due
date and will be applied to interest before Principal. If, on MARCH 01, 2038 ,Istill owe amounts
under this Note, I will pay those amounts in full on that date, which is called the “Maturity Date.”

[ will make my monthly paymentsat 301 NORTH LAKE AVENUE, #1002, PASADENA, CA

or at a different place if required by the Note Holder.

(B) Amount of Monthly Payments
My monthly payment will be in the amount of U.S. § 2,433.50

4. BORROWER’SRIGHTTOPREPAY

I have the right to make payments of Principal at any time before they are due. A payment of Principal only
is known as a “Prepayment.” When I make a Prepayment, I will tell the Note Holder in writing that [ am doing so.
I may not designate a payment as a Prepayment if I have not made all the monthly payments due under the Note.

I may make a full Prepayment or partial Prepayments without paying any Prepayment charge. The Note Holder
will use my Prepayments to reduce the amount of Principal that I owe under this Note. However, the Note Holder
may apply my Prepayment to the accrued and unpaid interest on the Prepayment amount, before applying my
Prepayment to reduce the Principal amount of the Note. If  make a partial Prepayment, there will be no changes in
the due date or in the amount of my monthly payment unless the Note Holder agrees in writing to those changes.

Borrower's Initials Page 1 of 3
MULTISTATE FIXED RATENOTE - Single Family - Fannie Mae/Freddie Mac UNIFORM INSTRUMENT Form 3200 1/01
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ADJUSTABLE RATE NOTE

(One-Year LIBOR Index (As Published In7he Wal! Street Journal) - Rate Caps)

THIS NOTE CONTAINS PROVISIONS ALLOWING FOR A CHANGE IN MY FIXED INTEREST
RATE TO AN ADJUSTABLE INTEREST RATE AND FOR CHANGES IN MY MONTHLY
PAYMENT, THIS NOTE LIMITS THE AMOUNT MY ADJUSTABLE INTEREST RATE CAN
CHANGE AT ANY ONE TIME AND THE MAXIMUM RATE | MUST PAY,

JANUARY 17, 2006 VAN NUYS, CALIFORNIA
(Date) [City] [State]
[Property Address]

1. BORROWER’S PROMISE TO PAY
In return for a loan that I have received, [ promise to pay US. § 362 ,000.00 (this amount is called
"Principal"}, plus interest, to the order of Lender, Lenderis ~ waSHINGTON MUTUAL BANK, FA

I will make all psyments under this Note in the form of cash, check or money order.
1 understand that Lender may transfer this Note. Lender or anyone who takes this Note by transfer and who is
entitled to receive payments under thig Note is called the "Note Holder,"

2, INTEREST

Interest will be charged on unpaid principal until the full amount of Principal has been paid. [ will pay interest
at a yearly rate of 5,760 %, The interest rate I will pay may change in accordance with Section 4 of
this Note,

The interest rate required by this Section 2 and Section 4 of this Note is the cate I will pay both before and after
any default described in Section 7{B) of this Note.

3. PAYMENTS

(A) Time and Place of Payments

I will make a payment on the first day of every month, beginning on MARCH 01, 2008
Before the First Principal and Interest Payment Due Date as described in Section 4 of this Note, my payment wlll
consist only of the interest due on the unpaid principal balance of this Note, Theresfter, I will pay principal and
interest by making a payment every month as provided below,

I will make my monthly payments of principal and interest beginning on the Pirst Principal and Interest
Payment Due Date as described in Section 4 of this Note. I will make these payments every month until T have paid
all of the principal and interest and any other charges described below that I may owe under this Note, Each monthly
payment will be applied as of its scheduled due date, and if the payment includes both principal and interest, it will
be applied to interest before Principal. If, on FEBRUARY 01, 2036 , I still owe amounts
under this Note, [ will pay those amounts in full on that date, which is called the "Maturity Date

I wili make my monthly payments 8t  p 0.BOX 78148 PHOENIX, AZ 8B062-8148

or at a different place if required by the Note Holder.

(B) Amount of My Initial Monthly Psyments

My monthly payment will be in the amount of U.S. § 1,688,87 before the First Principal and
Interest Payment Due Date, and thereafter will be in an amount sufficient to repay the principal and interest at the
rute determined as described in Section 4 of this Note in substantially equal installments by the Maturity Date. The
Note Holder will notify me prior to the date of change in monthly payment.

MULTISTATE ADJUSTABLE RATE NOQTE - ONE-YEAR LIBOR INDEX ~ Single Family

Paga Y o1 B
WI170NMU 407 VMP Mortgage Solutions, Inc. (800)621-7291 Initials

cd WdPbT:20 S8 Be "UEer 6SPBATSBTA: "ON Xod MO¥DS3 LOWdul @ Wosd
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(C) Monthly Payment Changes

Changes in my monthly payment will reflect changes in the unpaid principal of my loan and in the interest rate
that I must pay. The Note Holder will determine my new interest rate and the changed amount of my monthly
payment in accordance with Section 4 or 5 of this Note.

4. ADJUSTABLE INTERFST RATE AND MONTHLY PAYMENT CHANGES
(A) Change Dates
The initial fixed interest rate [ will pay will change to an adjustable interest rate on the first day of
FEBRUARY 01, 2013 , and the adjustable intereat rate I will pay may change on that day every 12th month
thereafter. The date on which my initial fixed interest rate changes to an adjustable interest rate, and each date on
which my adjustable interest rate could change, is called a "Change Date."
(B) The Index
Beginning with the first Change Date, my adjustable interest rate will be based on an Index. The "Index” is the
average of interbank offered rates for one-year U.S. dollar-denominated deposits in the London market ("LIBOR"),
as published in The Wa// Street Journal. The most recent Index figure available as of the date 45 days before each
Change Date is called the "Current Index."
If the Index is no longer available, the Note Holder will choose a new index that is based upon comparable
information. The Note Holder will give me notice of this choice.
(C) Calculation of Changes
Before each Change Date, the Note Holder will caloulate my new interest rate by adding Two AND 25/100
percentage points ( 2.260 %) to the Current Index. The Note Holder will
then round the result of this addition to the nearest one-eighth of one percentage point (0.125%). Subject to the
limits stated in Section 4(D) below, this rounded amount will be my new interest rate until the next Change Date.
'The Note Holder will then determine the amount of the monthly payment that would be sufficient to repay the
unpaid principal that [ am expected to owe at the Change Date in full on the Maturity Date at my new interest rate in
substantially equal payments, The result of this calculation will be the new amount of my monthly payment,
(D) Limits on Interest Rate Changes
The interest rate | am required to pay at the first Change Date will not be greater than 10.750 %
orlessthan 5 280 %. Thereafter, my adjustable interest rate will never be increased or decreased
on any single Change Date by more than two parcentage points from the rate of interest T have heen paying for the
preceding 12 months. My interest rate will never be greater than 10, 750 %,
() Effective Date of Changes
My new interest rate will become effective on cach Change Date. I will pay the amount of my new monthly
payment beginning on the firat monthly payment date after the Change Date until the amount of my monthly
payment changes again.
(F) Notice of Changes
Before the effective date of any change in my interest rate andlor monthly payment, the Note ITolder will
deliver or mail to me a notice of such change, The notice will include information required by law to be given to me
and also the title and telephone number of a person who will answer any question I may have regarding the notice.
(G) Date of First Principal and Interest Payment
The date of my first payment consisting of both principal and interest on this Note (the "First Principal and
Interest Payment Due Date") shall be the first monthly payment date after the first Change Date,

5. BORROWER'S RIGHT TO PREPAY

I have the right to make payments of principal at any time before they are due. A payment of principal only is
known as a "Prepayment.” When I make a Prepayment, I will tell the Note Holder in writing that [ am doing so. ]
may not designate a payment as a Prepayment if | have not made all the monthly payments due under the Note.

I may make a full Prepayment or partial Prepayments without paying 8 Prepayment charge. The Note Holder
will use my Prepayments to reduce the amount of Principal that I owe under this Note. However, the Note Holder
may apply my Prepayment to the accrued and unpaid interest on the Prepayment amount, before applying my
Prepayment to reduce the principal amount of the Note. If I make a partial Prepayment, there will be no changes in
the due date of my monthly payment unless the Note Holder agrees in writing to those changes. If the partial
Prepayment is made during the period when my monthly payments consist only of interest, the amount of the
monthly payment will decreage for the remainder of the term when my payments consist only of intorest. If the
partial Prepayment is made during the period when my payments consist of principal and interest, my partial
Prepayment may reduce the amount of my monthly payments after the first Change Date following my partial
Prepayment. However, any reduction due to my partial Prepayment may be offset by an interest rate increase.

W170NMU (a407) Page 2 of § initials:
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ADJUSTABLE RATE NOTE

(MTA - Twelve Month Average Index - Payment Caps)

THIS NOTE CONTAINS PROVISIONS THAT WILL CHANGE THE INTEREST RATE AND THE MONTHLY
PAYMENT. THERE MAY BE A LIMIT ON THE AMOUNT THAT THE MONTHLY PAYMENT CAN INCREASE OR
DECREASE. THE PRINCIPAL AMOUNT TO REPAY COULD BE GREATER THAN THE AMOUNT ORIGINALLY
BORROWED, BUT NOT MORE THAN THE MAXIMUM LIMIT STATED IN THIS NOTE.

AUGUST 26, 2005 WOODLAND HILLS CALIFORNIA
| Drate] [Cuvl [Seate]

[Propeny Address]

1. BORROWER'S PROMISE TO PAY

In retum for a loan that I have received, | promise to pay U.S. $ 975, 000,00 (this amount is called "Principal"),
plus interest, to the order of Lender. The Principal amount may increase as provided under the terms of this Note but will never
exceed 115 percent of the Principal amount I originally borrowed. This is called the "Maximum Limit." Lender is
Countrywide Bank, a Division of Treasury Bank, N.A.
[ will make all payments under this Note in the form of cash, check or money order.

I understand that Lender mul)f transfer this Note, Lender or anyone who takes this Note by transfer and who is entitled to
receive payments under this Note is called the "Note Holder."

2. INTEREST

(A) Interest Rate

Interest will be charged on unpaid Principal until the full amount of Principal has been paid. 1 will pay interest at a yearly
rale of 1.000 °4 The interest rate 1 will pay may change.

The interest rate required by this Section 2 is the rate I will pay both before and after any defanlt described in Section 7(B) of
this Note.

(B) Interest Rate Change Dates

The interest rate I will pay may change on the first day of OCTOBER, 2005 ,and on
that day every month thereafter. Euch date on which my interest rate could change is called an "Interest Rate Change Date." The
new rute of interest will become effective on cach Interest Rate Change Date. The interest rale may change monthly, but the
monthly payment is recaleulated in accordance with Section 3.

(C) Index

Beginning with the fisst Interest Rate Change Date, my adjustable interest rate will be based on an Index. The "Index" is the
"Twelve-Month Average” of the annual yields on actively traded United States Treasury Securities adjusted to a constant maturity
of one year as published by the Federal Reserve Board in the Federal Reserve Statistical Release entitled "Selected Interest Rates
(EL15)" (the "Monthly Yields"). The Twelve Month Average is determined by adding together the Monthly Yields for the most
recently availuble twelve months and dividing by 12, The most recent Index figure available as of the date 15 days before each
Interest Rate Change Date is called the "Current Index".

It the Index is no longer available, the Note Holder will choose a new index that is based upon comparable information. The
Note Holder will give me notice of this choice.

Al
() Calculation of Interest Rate Changes Sl !.Bra ’ V"f"’r'[ﬁ Wit
Belfore cach Interest Rate Change Date, the Note Holder will calculate my new interest rate by adding
ONE & 90/100 percentage point(s)  1.900 ("Margin") to the Cumrent Index. The Note Holder will
then round the result of this addition to the nearest one-eighth of one percentage point (0.125%). This rounded amount will be my
new interest rate until the next Interest Rate Change Date. My interest will never be greater than 9,950 %o. Beginning with
the first Interest Rate Change Date, my interest rate will never be lower than the Margin.

3. PAYMENTS
(A) Time and Place of Payments
I will make a payment every month.
['will make my monthly payments on the first day of each month beginning on
OCTOBER 01, 2005 . I will make these payments every month until [ have paid all the Principal and interest and any

0 8 *

® PayOption ARM Note - MTA Index
2E306-XX (12/04)(d) Page 1.0f 4
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other charges described below that I may owe under this Note. Each monthly payment will be applied as of its scheduled due date
and will be applied to interest before Principal. If, on SEPTEMBER 01, 2035  [still owe amounts under this Note, I will
pay those amounts in full on that date, which is called the "Maturity Date."
I will make my monthly payments at
P.0O. Box 10219, Van Nuys, CA 91410-0219
or at a different place if required by the Note Holder.

(B) Amount of My Initial Monthly Payments
Fach of my initial monthly payments until the first Payment Change Datc will be in the amount of U.S.
$3,135.99 , unless adjusted under Section 3(F).

(C) Payment Change Dates

My monthly payment may change as required by Section 3(D) below beginning on the £irst day of
OCTOBER, 2006 ., and on that day every 12th month thercafter. Each of these dates is called a "Payment Change Date." My
monthly payment also will change at any time Section 3(F) or 3(G) below requires me to pay a different monthly payment. The
"Minimum Payment" is the minimum amount Note Holder will accept for my monthly payment which is determined at the last
Payment Change Date or as provided in Section 3(F) or 3(G) below. If the Minimum Psyrruml is not sufficient to cover the
amount of the interest due then negative amortization will oceur.

I will pay the amount of my new Minimum Payment each month beginning on each Paymem Change Date or as provided in
Section 3(F) or 3(G) below.

(D) Calculation of Monthly Payment Changes

At least 30 days before each Payment Change Date, the Note Holder will calculate the amount of the monthly payment that
would be sufficient to repay the unpaid Principal that I am expected to owe at the Payment Change Date in full on the maturity
date in substantially equal payments at the interest rate effective during the month preceding the Payment Change Date. The result
of this calculation is called the "Full Payment." Unless Section 3(F) or 3(G) apply, the amount of my new monthly payment
effective on a Payment Change Date, will not increase by more than 7.5% of my prior monthly payment. This 7.5% limitation is
called the "Payment Cap." This Payment Cap applies only to the Principal and interest payment and does not apply to any escrow
payments Lender may require under the Security Instrument. The Note Holder will apply the Payment Cap by taking the amount
of my Minimum Payment due the month preceding the Payment Change Date and multiplying it by the number 1.075. The result
of this calculation is called the "Limited Payment."” Unless Section 3(F) or 3(G) below requires me to pay a different amount, my
new Minimum Payment will be the lesser of the Limited Payment and the Full Payment. I also have the option to pay the Full
Payment for my monthly payment.

(E) Additions to My Unpaid Principal

Since my monthly payment amount changes less frequently than the interest rate, and since the monthly payment is subject
to the payment limitations described in Section 3(D), my Minimum Payment could be less than or greater than the amount of the
interest portion of the monthly payment that would be sufficient to repay the unpaid Principal I owe at the monthly payment date
in full on the Maturity Date in substantially equal payments. For each month that my monthly payment is less than the interest
portion, the Note Holder will subtract the amount of my monthly payment from the amount of the interest portion and will add the
difference to my unpaid Principal, and interest will accrue on the amount of this difference at the interest rate required by Section
2. For each month that the monthly payment is greater than the interest portion, the Note Holder will apply the payment as
provided in Section 3(A).

(F) Limit on My Unpaid Principal; Increased Monthly Payment

My unpaid Principal can never exceed the Maximum Limit equal to ONE HUNDRED FIFTEEN percent
( 115 %) of the Principal amount I originally borrowed. My unpaid Principal could exceed that Maximum Limit
due to Minimum Payments and interest rate increases. In that event, on the date that my paying my monthly payment would cause
me to exceed that limit, I will instead pay a new monthly payment. This means that my monthly payment may change more
frequently than annually and such payment changes will not be limited by the 7.5% Payment Cap. The new Minimum Payment
will be in an amount that would be sufficient to repay my then unpaid Principal in full on the Maturity Date in substantially equal
payments al the current interest rate.

(G) Required Full Payment

On the fifth Payment Change Date and on each succeeding fifth Payment Change Date thereafter, I will begin paying the
Full Payment as my Minimum Payment until my monthly payment changes again. I also will begin paying the Full Payment as
my Minimum Payment on the final Payment Change Date.

(H) Payment Options
After the first Interest Rate Change Date, Lender may provide me with up to three (3) additional payment options that are
greater than the Minimum Payment, which are called "Payment Options." I may be given the following Payment Options;

(i) Interest Only Payment: the amount that would pay the interest portion of the monthly payment at the current
interest rate. The Principal balance will not be decreased by this Payment Option and it is only available if the interest
portion exceeds the Minimum Payment.

(ii) Fully Amortized Payment: the amount necessary to pay the loan off (Principal and interest) at the Maturity Date
in substantially equal payments.

(iii) 15 Year Amortized Payment: the amount necessary to pay the loan off (Principal and interest) within a fifieen
(15) year term from the first payment due date in substantially equal payments. This monthly payment amount is caloulated
on the assumption that the current rate will remain in effect for the remaining term.

® PayOption ARM Note - MTA Index
2E306-XX (12/04) Page 2 of 4
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These Payment Options are only applicable if they are greater than the Minimum Payment.

4. NOTICE OF CHANGES

The Note Holder will deliver or mail to me a notice of any changes in the amount of my monthly payment before the
effective date of any change. The notice will include information required by law to be given to me and also the title and
telephone number of a person who will answer any question I may have regarding the notice.

5. BORROWER'S RIGHT TO PREPAY

I have the right to make payments of Principal at any time before they are due. A payment of Principal only is known as a
"Prepayment." When I make a Prepayment, I will tell the Note Holder in writing that I am doing so. I may not designate a
payment as a Prepayment if T have not made all the monthly payments due under this Note.

I may make a full Prepayment or partial Prepayments without paying any Prepayment charge. The Note Holder will use my
Prepayments to reduce the amount of Principal that I owe under this Note. If I make a partial Prepayment, there will be no
changes in the due dates of my monthly payments. My partial Prepayment may reduce the amount of my monthly payments after
the first Payment Change Date following my partial Prepayment. However, any reduction due to my partial Prepayment may be
offset by an interest rate increase.

6. LOAN CHARGES

If a law, which applies to this loan and which sets maximum loan charges, is finally interpreted so that the interest or other
loan charges collected or to be collected in connection with this loan exceed the permitted 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 sums already collected from me
that exceeded permitted limits will be refunded to me. The Note Holder may choose to make this refund by reducing the Principal
I owe under this Note or by making a direct payment to me. If a refund reduces Principal, the reduction will be treated as a partial
Prepayment.

7. BORROWER'S FAILURE TO PAY AS REQUIRED

(A) Late Charges for Overdue Payments

If the Note Holder has not received the full amount of any monthly payment by the end of fifteen (15) calendar days after the
date it is due, I will pay a late charge to the Note Holder. The amount of the charge will be 5.000 9% ofmy overdue
payment of Principal and interest. I will pay this late charge promptly but only once on each late payment.

(B) Default
If I do not pay the full amount of each monthly payment on the date it is due, I will be in default.

(C) Notice of Default

If I am in default, the Note Holder may send me a written notice telling me that if I do not pay the overduc amount by a
certain date, the Note Holder may require me to pay immediately the full amount of Principal that has not been paid and all the
interest that I owe on that amount. The date must be at least 30 days after the date on which the notice is mailed to me or delivered
by other means.

(D) No Waiver By Note Holder
Even if, at a time when I am in default, the Note Holder does not require me to pay immediately in full as described above,
the Note Holder will still have the right to do so if I am in default at a later time.

(E) Payment of Note Holder's Costs and Expenses

If the Note Holder has required me to pay immediately in full as described above, the Note Holder will have the right to be
paid back by me for all of its costs and expenses in enforcing this Note to the extent not prohibited by applicable law. These
expenses include, for example, reasonable attorneys' fees.

8. GIVING OF NOTICES

Unless applicable law requires a different method, any notice that must be given to me under this Note will be given by
delivering it or by mailing it by first class mail to me at the Property Address above or at a different address if 1 give the Note
Holder a notice of my different address.

Unless the Note Holder requires a different method, any notice that must be given to the Note Holder under this Note will be
given by delivering it or by mailing it by first class mail to the Note Holder at the address stated in Section 3(A) above or at a
different address if I am given a notice of that different address.

9.  OBLIGATIONS OF PERSONS UNDER THIS NOTE

If more than one person signs this Note, each person is fully and personally obligated to keep all the promises made in this
Note, including the promise to pay the full amount owed. Any person who is a guarantor, surety or endorser of this Note is also
obligated to do these things. Any person who takes over these obligations, including the obligations of a guarantor, surety or
endorser of this Note, is also obligated to keep all the promises made in this Note. The Note Holder may enforce its rights under
this Note against each person individually or against all of us together. This means that any one of us may be required to pay all
the amounts owed under this Note.

10. WAIVERS

I and any other person who has obligations under this Note waive the rights of Presentment and Notice of Dishonor.
"Presentment” means the right to require the Note Holder to demand payment of amounts due. "Notice of Dishonor" means the
right to require the Note Holder to give notice to other persons that amounts due have not been paid.

® PayOption ARM Note - MTA Index
2E306-XX (12/04) Page 3of 4
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11. SECURED NOTE

In addition to the protections given to the Note Holder under this Note, a Mortgage, Deed of Trust, or Security Deed (the
"Security Instrument"), dated the same date as this Note, protects the Note Holder from possible losses that might result if T do not
keep the promises that I make in this Note. That Security Instrument desoribes how and under what conditions I may be required
to make immediate payment in full of all amounts I owe under this Note. Some of these conditions are described as follows:

Transfer of the Property or a Beneficial Interest in Borrower. As used in this Section 18, "Interest in the Property”
means any legal or beneficial interest in the Property, including, but not limited to, those beneficial interests transferred in a bond
for deed, contract for deed, installment sales contract or escrow agreement, the intent of which is the transfer of title by Borrower
at a future date to a purchaser.

If all or any part of the Property or any Interest in the Property is sold or transferred (or if Borrower is not a natural person
and a beneficial interest in Borrower is sold or transferred) without Lender’s prior writlen consent, Lender may require immediate
payment in full of all sums secured by this Security Instrument. However, this option shall not be exercised by Lender if such
exercise is prohibited by Applicable Law. Lender also shall not exercise this option if: (a) Borrower causes to be submitted to
Lender information required by Lender to evaluate the intended transferee as if a new loan were being made to the transferee; and
(b) Lender reasonably determines that Lender's security will not be impaired by the loan assumption and that the risk of a breach
of any covenant or agreement in this Security Instrument is acceptable to Lender.

To the extent permitted by Applicable Law, Lender may charge a reasonable fee as a condition to Lender's consent to the
loan assumption. Lender may also require the transferee to sign an assumption ag t that is ptable to Lender and that
obligates the transferee to keep all the promises and agreements made in the Note and in this Security Instrument. Borrower will
continue to be obligated under the Note and this Security Instrument unless Lender releases Borrower in writing.

If Lender exercises the option to require immediate payment in full, Lender shall give Borrower notice of acceleration. The
notice shall provide a period of not less than 30 days from the date the notice is given in accordance with Section 15 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 invoke any remedies permitted by this Security Instrument without further notice or demand on Borrower.

- Borrower

- Borrower

- Borrower

- Borrower

® PayOption ARM Note - MTA Index
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ADJUSTABLE RATE RIDER
(PayOption MTA Twelve Month Average Index - Payment Caps)
[Escrow/Closing #] [Doc ID #] :
THIS ADJUSTABLE RATE RIDER is made this TWENTY-SIXTH day of
AUGUST, 2005 , and is incorporated into and shall be deemed to amend and supplement

the Mortgage, Deed of Trust, or Security Deed (the "Security Instrument") of the same date given by
the undersigned ("Borrower") to secure Borrower's Adjustable Rate Note (the "Note") to
Countrywide Bank, a Division of Treasury Bank, N.A.

("Lender") of the same date and covering the property described in the Security Instrument and
located at:

[Property Address]

THE NOTE CONTAINS PROVISIONS THAT WILL CHANGE THE INTEREST RATE AND THE
MONTHLY PAYMENT. THERE MAY BE A LIMIT ON THE AMOUNT THAT THE MONTHLY
PAYMENT CAN INCREASE OR DECREASE. THE PRINCIPAL AMOUNT TO REPAY COULD
BE GREATER THAN THE AMOUNT ORIGINALLY BORROWED, BUT NOT MORE THAN THE
MAXIMUM LIMIT STATED IN THE NOTE.

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

A. INTEREST RATE AND MONTHLY PAYMENT CHANGES
The Note provides for changes in the interest rate and the monthly payments, as follows:

® PayOption MTA ARM Rider
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2. INTEREST
(A) Interest Rate
Interest will be charged on unpaid Principal until the full amount of Principal has been paid. | will
pay interest at a yearly rate of 1.000 %. The interest rate | will pay may change.
The interest rate required by this Section 2 is the rate | will pay both before and after any default
described in Section 7(B) of the Note.

(B) Interest Rate Change Dates

The interest rate | will pay may change on the first day of
OCTOBER, 2005 , and on that day every month thereafter. Each date on which my
interest rate could change is called an “Interest Rate Change Date." The new rate of interest will
become effective on each Interest Rate Change Date. The interest rate may change monthly, but the
monthly payment is recalculated in accordance with Section 3.

(C) Index

Beginning with the first Interst Rate Change Date, my adjustable interest rate will be based on an
Index. The "Index" is the "Twelve-Month Average" of the annual yields on actively traded United
States Treasury Securities adjusted to a constant maturity of one year as published by the Federal
Reserve Board in the Federal Reserve Statistical Release entitled “Selected Interest Rates (H.15)"
(the "Monthly Yields"). The Twelve Month Average is determined by adding together the Monthly
Yields for the most recently available twelve months and dividing by 12. The most recent Index figure
available as of the date 15 days before each Interest Rate Change Date is called the "Current Index".

If the Index is no longer available, the Note Holder will choose a new index that is based upon

comparable information. The Note Holder will give me notice of this choice.

(D) Calculation of Interest Rate Changes

Before each Interest Rate Change Date, the Note Holder will calculate my new interest rate by
adding ONE & 90/100 percentage point(s) ( 1.900 %) ("Margin") to
the Current Index. The Note Holder will then round the result of this addition to the nearest one-eighth
of one percentage point (0.125%). This rounded amount will be my new interest rate until the next
Interest Rate Change Date. My interest will never be greater than 9.950 %. Beginning with
the first Interest Rate Change Date, my interest rate will never be lower than the Margin.

3. PAYMENTS

(A) Time and Place of Payments

| will make a payment every month.

| will make my monthly payments on the FIRST day of each month
beginning on October, 2005 . 1 will make these payments every month until | have
paid all the Principal and interest and any other charges described below that | may owe under the
Note. Each monthly payment will be applied as of its scheduled due date and will be applied to interest
before Principal. If, on SEPTEMBER 01, 2035 | still owe amounts under the Note, | will pay
those amounts in full on that date, which is called the "Maturity Date."

® PayOption MTA ARM Rider
1E310-XX (12/04) Page 2 of 6



110 Holly Gustlin

DOC ID #:
| will make my monthly payments at
P.0. Box 10219, Van Nuys, CA 91410-0219

or at a different place if required by the Note Holder.

(B) Amount of My Initial Monthly Payments
Each of my initial monthly payments until the first Payment Change Date will be in the amount of
st =l YRk , unless adjusted under Section 3 (F).

(C) Payment Change Dates

My monthly payment may change as required by Section 3(D) below beginning on the
first day of OCTOBER, 2006 , and on that day every 12th
month thereafter. Each of these dates is called a "Payment Change Date." My monthly payment also
will change at any time Section 3(F) or 3(G) below requires me to pay a different monthly payment.
The "Minimum Payment" is the minimum amount Note Holder will accept for my monthly payment
which is determined at the last Payment Change Date or as provided in Section 3(F) or 3(G) below. If
the Minimum Payment is not sufficient to cover the amount of the interest due then negative

amortization will occur.
| will pay the amount of my new Minimum Payment each month beginning on each Payment

Change Date or as provided in Section 3(F) or 3(G) below.

(D) Calculation of Monthly Payment Changes

At least 30 days before each Payment Change Date, the Note Holder will calculate the amount of
the monthly payment that would be sufficient to repay the unpaid Principal that | am expected to owe
at the Payment Change Date in full on the maturity date in substantially equal payments at the interest
rate effective during the month preceding the Payment Change Date. The result of this calculation is
called the "Full Payment." Unless Section 3(F) or 3(G) apply, the amount of my new monthly payment
effective on a Payment Change Date, will not increase by more than 7.5% of my prior monthly
payment. This 7.5% limitation is called the "Payment Cap." This Payment Cap applies only to the
Principal and interest payment and does not apply to any escrow payments Lender may require under
the Security Instrument. The Note Holder will apply the Payment Cap by taking the amount of my
Minimum Payment due the month preceding the Payment Change Date and multiplying it by the
number 1.075. The result of this calculation is called the "Limited Payment." Unless Section 3(F) or
3(G) below requires me to pay a different amount, my new Minimum Payment will be the lesser of the
Limited Payment and the Full Payment. | also have the option to pay the Full Payment for my monthly
payment.

® PayOption MTA ARM Rider
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(E) Additions to My Unpaid Principal )

Since my monthly payment amount changes less frequently than the interest rate, and since the
monthly payment is subject to the payment limitations described in Section 3(D), my Minimum
Payment could be less than or greater than the amount of the interest portion of the monthly payment
that would be sufficient to repay the unpaid Principal | owe at the monthly payment date in full on the
Maturity Date in substantially equal payments. For each month that my monthly payment is less than
the interest portion, the Note Holder will subtract the amount of my monthly payment from the amount
of the interest portion and will add the difference to my unpaid Principal, and interest will accrue on the
amount of this difference at the interest rate required by Section 2. For each month that the monthly
payment is greater than the interest portion, the Note Holder will apply the payment as provided in
Section 3(A).

(F) Limit on My Unpaid Principal; Increased Monthly Payment
My unpaid Principal can never exceed the Maximum Limit equal to
ONE HUNDRED FIFTEEN percent ( 115 %) of the Principal amount |
originally borrowed. My unpaid Principal could exceed that Maximum Limit due to Minimum Payments
and interest rate increases. In that event, on the date that my paying my monthly payment would
cause me to exceed that limit, | will instead pay a new monthly payment. This means that my monthly
payment may change more frequently than annually and such payment changes will not be limited by
the 7.5% Payment Cap. The new Minimum Payment will be in an amount that would be sufficient to
repay my then unpaid Principal in full on the Maturity Date in substantially equal payments at the
current interest rate.

(G) Required Full Payment

On the fith Payment Change Date and on each succeeding fifth Payment Change Date
thereafter, | will begin paying the Full Payment as my Minimum Payment until my monthly payment
changes again. | also will begin paying the Full Payment as my Minimum Payment on the final
Payment Change Date.

(H) Payment Options

After the first Interest Rate Change Date, Lender may provide me with up to three (3) additional
payment options that are greater than the Minimum Payment, which are called "Payment Options." |
may be given the following Payment Options;

(i) Interest Only Payment: the amount that would pay the interest portion of the monthly
payment at the current interest rate. The Principal balance will not be decreased by this
Payment Option and it is only available if the interest portion exceeds the Minimum Payment.

(i) Fully Amortized Payment: the amount necessary to pay the loan off (Principal and
interest) at the Maturity Date in substantially equal payments.

(i) 15 Year Amortized Payment: the amount necessary to pay the loan off (Principal
and interest) within a fifteen (15) year term from the first payment due date in substantially
equal payments. This monthly payment amount is calculated on the assumption that the
current rate will remain in effect for the remaining term.

® PayOption MTA ARM Rider
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These Payment Options are only applicable if they are greater than the Minimum rayi.c. .t

B. TRANSFER OF THE PROPERTY OR A BENEFICIAL INTEREST IN BORROWER

Section 18 of the Security Instrument entitled "Transfer of the Property or a Beneficial Interest in
Borrower" is amended to read as follows:

Transfer of the Property or a Beneficial Interest in Borrower. As used in this Section 18,
"Interest in the Property” means any legal or beneficial interest in the Property, including, but not
limited to, those beneficial interests transferred in a bond for deed, contract for deed, installment sales
contract or escrow agreement, the intent of which is the transfer of title by Borrower at a future date to
a purchaser.

If all or any part of the Property or any Interest in the Property is sold or transferred (or if
Borrower is not a natural person and a beneficial interest in Borrower is sold or transferred) without
Lender's prior written consent, Lender may require immediate payment in full of all sums secured by
this Security Instrument. However, this option shall not be exercised by Lender if such exercise is
prohibited by Applicable Law. Lender also shall not exercise this option if: (a) Borrower causes to be
submitted to Lender information required by Lender to evaluate the intended transferee as if a new
loan were being made to the transferee; and (b) Lender reasonably determines that Lender's security
will not be impaired by the loan assumption and that the risk of a breach of any covenant or
agreement in this Security Instrument is acceptable to Lender.

To the extent permitted by Applicable Law, Lender may charge a reasonable fee as a condition to
Lender's consent to the loan assumption. Lender may also require the transferee to sign an
assumption agreement that is acceptable to Lender and that obligates the transferee to keep all the
promises and agreements made in the Note and in this Security Instrument. Borrower will continue to
be obligated under the Note and this Security Instrument unless Lender releases Borrower in writing.

If Lender exercises the option to require immediate payment in full, Lender shall give Borrower
notice of acceleration. The notice shall provide a period of not less than 30 days from the date the
notice is given in accordance with Section 15 within which Borrower must pay all sums secured by

® PayOption MTA ARM Rider
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this Security Instrument. If Borrower fails to pay these sums prior to the expiration of this period,
Lender may invoke any remedies permitted by this Security Instrument without further notice or
demand on Borrower.

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

-Borrower

-Borrower

-Borrower

-Borrower

® payOption MTA ARM Rider
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Prepared by: ADALYS THAN Countrywide Bank, a Division of Treasury

Bank, N.A.

DATE: 08/26/2005 Branch #: 0000919

4 ‘_ 2301 ROSECRANS AVE #1150
BORROWER" EL SEGUNDO, CA 50245
CASE # Phone: (310)727-1735
LOAN #: - Br Fax No.: (310)536-9945
PROPERTY ADDRESS

PREPAYMENT PENALTY ADDENDUM
THIS PREPAYMENT PENALTY ADDENDUM is dated AUGUST 26, 2005 . and is incorpérated

into and amends and supplements the Note of the same date (the "Note") given by me to

Countrywide Bank, a Division of Treasury Bank, N.A.

(the "Lender"). The Note is secured by a Mortgage or Deed of Trust or comparable security instrument (the "Security
Instrument") covering the property (the "Property") identified in the Security Instrument.

The section of the Note entitled "BORROWER'S RIGHT TO PREPAY" is replaced with the following new section:
BORROWER'S RIGHT TO PREPAY

I have the right to make payments of Principal at any time before they are due. Such an advance payment of Principal
is known as a "Prepayment." I may make partial or full Prepayments. When I make a Prepayment, I will tell the Note
Holder in writing that I am doing so. The Note Holder will use all of my Prepayments to reduce the amount of Principal
that I owe under this Note. However, the Note Holder may apply my Prepayment to the accrued and unpaid interest on the
Prepayment amount, before applying my Prepayment to reduce the Principal amount of the Note. I may not designate a
payment as a Prepayment if | have not made all the monthly payments due under the Note. If I make a partial Prepayment,
there will be no changes in the due dates of my monthly payments. My partial Prepayment may reduce the
amount of my monthly payments after the first Change Date following my partial
Prepayment. However, any reduction due to my partial Prepayment may be offset by
an interest rate increase.

# Prepayment Penalty Addendum
1E337-XX (12/04)(d) Page 1of 2
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Closing Statements

Understanding Closing Statements

Following are two closing statements. The first was the closing statement for a
client who was referred to me by an attorney. The original broker was overcharging the
buyer, and didn't keep his word regarding the terms of the loan they were promised. So
they extended the escrow and came to me. The client knew enough to realize that both
the rate and the fees were different from the terms they were quoted. Following is a copy
of the original broker’s closing statement. The second is the closing statement for one of
my clients.

In each case, I highlighted the POC (“Paid outside closing”), which is the rebate
paid to the broker by the lender. Also highlighted are the fee(s) charged by the broker. I
then total them and divide by the loan amount, so that you can see how many points
total are charged on the loans.

In my opinion, it is fair for a loan officer to make 1 to 1.5 points on most loans
(total including rebate and fees charged). In some cases, 2 points or more are justified
(i.e. small loan and/or a lot of work to complete it). However, that is only my opinion.
Your loan officer and you may decide that a greater or lesser fee is justified for your
particular situation.

The key is that the loan officer is up front with you about all fees; and the two of
you have an open, honest discussion.
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Escrow No. Batimated Cloge Date: June 18, 2004
Reference: Raport Print Date: Ju—- 33, 2004
Page 1

Buyer
ESTIMATED CLOSING STATEMENT

BUYER:

- - DEBITS - - - - CREDITS -

Consideration:

Total Congideration 319,950.00

Deposits:
Depoa~*

By- T 7,900.00
Deposit

By: “—  2,000.00

Existing & New Encumbrances:

New Encumbrance 255,5960.00
ARGENT MORTGAGE COMPANY, LLC

New Encumbrance 63,990.00
ARGENT MORTGAGE COMPANY, LLC

Adjustments:
BAD 300.00

Prorations:

SIENNA VILLAS 33.14
at $ 165.70 per menth
From 06/25/04 to 07/01/04

County Taxes 15.68
at § 1070.31 per 6 montha

From 06/25/04 to 07/01/04

Y, New Loan Charges:

Re: ARGENT MORTGAGE COMPANY, LLC

Interest ® $45.23/day -~ iz 316.61
%t From 06724/04 To 07/01/04 ' .

redit Report ——— 10.00

( % Appraisal Fee 350.00
ky Origination Fee 1,919.70
g’@\% Tax Service 70.00
/\ UNDERWRITING FEE 375.00
Processing Fee 595.00

NOTARY (BROKER) 175.00

FLOOD CERT 16.00

{j ADMIN FEE 175.00

A\ ° X5  Re: ARGENT MORTGAGE COMPANY, LLC g
. ;i\ Interest & $21.12/day 147.84
QU From 06/24/04 To 07/01/04 ~——
Processing ree 155.00

MORTGAGE BROKER FEE 479.%3

Re: FIRST US LENDING

*Yield Spread POC § 5,119.20
Re:

*Yield Spread POC $ 1,279.80

Disbursements Paid:
JULY DUES AND EARTHQUAKE ASSES 166.70
pd to: SIENNA VILLAS

(Continued on page 2)
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Borrower's Estimated Closing Statement

64/ Date: March 31, 2008 Time: 4:31PM
Close of escrow: April 8, 2008 Escrow no.: *

Borrower: Escrow officer:
Property location:

Debit Credit
Financial Consideration
Principal Amount of New Loan (Americorp Funding) 154,000.00
Loan Charges
Loan QOrigination Fee to Americorp Funding 1,540.00
Appraisal Fee to J. Conrad & Associates POC $450.00
Credit Report to Credit Service Co 17.75
Processing Fee to Americorp Funding 495.00
Underwriting Fee to Americorp Funding 595.00
Tax Service Fee to TransAmerica Real Estate Tax Service 79.00
Flood Certification Fee to First American Flood Data Service 17.00
Outside Doc Prep Fee to Doc Magic 45.00
Interim interest at $24.26 per day from 04/07/08 to 04/01/08 Americorp Funding -145.56
Escrow Charges
Settlement or Closing Fee to Americorp Funding Escrow Division 400.00
Ovemight Fees to Americorp Funding Escrow Division 35.00
Courier Fees to Americorp Funding Escrow Division 15.00
Title Charges
Title Insurance to Fidelity National Title Company 425.00
Endorsement Fees to Fidelity National Title Company 100.00
Sub Escrow Fees to Fidelity National Title Company 45.00
Recording Charges
Recording Fees to Fidelity National Title Company 100.00
Recording Power of Attorney to Fidelity National Title Company 50.00
Payoffs
Payoff Existing Mortgage to IndyMac Bank
Total Payoff $148,796.26
Principal Balance 147,620.35
Interest To 04/07/08 1.030.98
Additional Interest (From 04/07/08 Through 04/10/08 @ 28.310000 Per Diem 84.93
Demand Fee 30.00
Recording Fee 20.00
Wire Fee 10.00
Miscellaneous Charges
Notary/Signing Fee to to follow 275.00
2nd Installment 07-08 Taxes to Riverside County Tax Collector 755.14
Subtotals 153,639.59 154,000.00
Balance Due TO Borrower 360.41
TOTALS 154,000.00 154,000.00
Bormower Seltlement Agent
= Americorp Funding Escrow Division
Printed on 03/31/08 &t 4:31:20PM by User 20080159-NP / 9

Page 1 of 1
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Chapter Summary:

This chapter taught you where to find the important terms on the docs for the three major
loan types: 30-year fixed, Hybrid ARM, and Option ARM. The important parts are:

v/ Loan amount;

v Interest rate;

v Terms of the loan.
We also covered the Closing Statement of fees; and pointed out where to find:

v Origination feeg;

v Broker fee in addition to the origination;

v Rebate to the broker (a.k.a. POC).



