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Loan No.: LAKGO0825

DEFINITIONS
Words used o multiple sections of this docwment are defined below aizd other words aré defined in

Sections 3, 11, 13, 18, 20 and 21. Cerlain rules regarding the nsage of words used in this dotument are

also provided in Section 16.
{A) "Security Iustroment” means ihis document, which isdated April 21, 2006 ,

together with atf Riders to this document,
(B} "Borrower" is BRUCE A. SCHERLING, A5 HIS SERPARAIE ESTATE.

Borrower is the trustor under this Security Instrarnent.
(C) “Lender* is BNC MORTGAGE, INC., A DELAWARE CORFPORATION
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Lender is a2 corporation
organized and exisiing under the laws of Dalaware
Lender's address is P.O. BOX 18656, IRVINE, CA 92623~0654

@ "Trustee” is FIRST AMERICAN TITLE INSURANCE CO.

(E) "MERS" is Morigage Electronic Registration Systerss, Inc. MERS is a separate corporation that is
acting solely as a mominee for Lender and Lender’s successors and assigns. MERS is the beneficlary
vnder this Security Instrument. MERS is organized and existing under the laws of Delaware, and has an
address and telephone number of P.0. Box 2026, Flint, MI 48501-2026, tel. {388) 679-MERS.

{(F) "Nete" means the proeissory note signed by Borrower and dated April 21, 2006 .
The Note states that Borrower owes Lender two hundred forty-twe thousand two hundred
Fifty and 00/100 Dollars
(U.8.5242,250.00 } plus interest. Borrower hag promised to pay this debt in regiilar Periodic
Payments and to pay the debt in full not later than May 1, 2036 .

(@) "Property” means the property that is described below under the heading "Transfer of Rights in the
Propesty.”

(H) "Loan" means the debt evidenced by the Note, plus interest, any prepayment chacges and late charges
due under the Note, and all sums due nader this Secority Instriment, plus inrerest,

() "Riders" means all Riders to this Security Insirument fhat are executed by Besrower. The following
Riders are t0 be executed by Borrower [check box as applicable]:

[x] Adjusteble Rate Rider [} Condonginium Rider Second Home Rider
{1 Batloon Rider [} Planned Unit Development Rider ] 1-4 Family Rider
{_1vA Rider (] Biweskly Payment Rider [ Other(sy Especify]

(9 "Applicable Law" means all controlling applicable federal, state and local statufes, regulations,
ordinances and adminisirative rules and orders (that have the effect of law) as well as ali applicable final,
non-appealable iudicial opinjons.

(K) "Comminnity Association Dues, Fees, and Assessments” means alt dues, fees, assessments and nther
charges that are jmpesed on Bortewer or the Property by 2 coudominium association, homeowners
association or similar organization,

(1) "Elecironic Funds Transfer™ means any transfer OF funds, other than a trausaction originated by
check, draft, or similar paper instrument, whick is initiated through an electronic terminal, telephonic
instrument, computer, or magnetic tape €0 as to order, instruct, or authorize a financial institution 1o debit
or credit an account. Such term includes, bul is not limited 10, point-of-sale transfers, awtomated teller
maching transactions, transfers initiated by telephone, wire transfers, and automated clearinghouse
transfers.

M) "Escrow Items" means those items that are described in Section 3.

(M) “Miscellaneous Proceeds” means any compensation, setlement, award of damages, or proceeds paid
by any third party (other than insurance proceeds paid under the coverages described in Section 3) for; (O
damage to, or destruction of, the Property; (i) condemnstion or other laking of all or any part of the
Property; (il} conveyance in lien of condemnation; or (iv) misrepresentations of, or omnissions as to, the
value and/or condition of the Property.

(0) *Mortgage Insurance” means insurance protecting Lender agatnst the nonpayment of, or defauli on,
the Loan.

(P) "Periodic Pagment" means the regularly scheduled amount due for (i) principal and interest under the
Note, plus (i} any amounts under Section 3 of this Security Instrument,
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{Q) "RESPA" means the Real Estate Settlement Procedures Act (12 U.S.C. Section 2601 et seq.) and its
implementing regulation, Regulation X (24 C.F.R. Part 3500), as they might be amended from time to
tine, 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 impesed in regard
10 a "federally related morigage loan" even if the Loan does oot qualify as a "federally related mortgage
loan" under RESPA,

M) "Successor in Xnterest of Borrower" memns any pacty that hias taken title to the Property, whether or
not that party has assumed Borrower's obligations under the Note and/or this Security Instrument.

TRANSFER OF RIGHTS IN THE PROPERTY

The beneficiary of this Security [ostrument is MERS (solely 2s nominee for Iender and Lender's
successors and assigns) and the successors and assigns of MERS. This Security Instoument secures to
Lender: (i) the repayment of the Lozn, and all renewats, extensions and modifications of the Note; and (i)
the performance of Borrower’s covenants and agreements tnder thes Security Mstrument and the Nete., For
this purpose, Bormower imevocebly grants and comveys to Trustee, in truse, with power of sale, the
following described property located in the COUNTY [Type of Regording Futisdiction]
of SKAMANIA, WASHINGTON [Name of Becording Jurisdiction] ;

LEG2L DESCRIPTTON ATTACHED HERETO AND MADE A PART HEREQF AS EXHIBIT "A",

which curfently has the address of
[Streeq
[Cityy , Washington S8648 (Zip Code)

Parcel ID Number: 03-07-25-4
211 sAN JEN LOOP RD
STEVENSON ‘

(" Property Address™):

TOGEYHER WITH all the improvements now or hereafter erected on the property, and all
tascinents, appurtenances, and fixtures now or hereafier a part of the property. Al replacemsnts and
additions shell also be covered by this Security Insttument. All of the Foregoing is referred to in this
Security Instrument ag the "Property.” Borrower understands and agrees that MERS bolds only legal sitle
to the interests granted by Borrower in this Security Instruement, but, if necessary to comply with law or
custom, MERS (a3 nominee for Lender and Lender's successors and assigns) has the right: to exercise any
or ail of those interests, Including, but not limited 1o, the right to foreclose and sell the Property; and (o
take any action required of Lender including, but not Fimited 10, releasing and canceling this Security
Instrument.

BORROWER COVENANTS that Borrower is lawfuily seised of the estate hereby conveyed and has
the right to grant and convey the Property and that the Property is unencumbered, except for encumbrances
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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 vse and non-uniform
covenants with limited variations by jurisdiction to constiinte a npiform security ipstrument covering real
property.

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

1. Payment of Principal, Interest, Escrow Items, Prepayment Charges, sid Late Charges.
Borrower shall pay when due the principal of, and isterest on, the debt evidenced by the Note and any
prepayment charges and late charges due under the Note. Borrower shall also pay funds for Bscrow ltems
parsuant to Section 3. Payments due under the Mote 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 returned to Lender unpaid, Lender may require that any or all subsequent payments
due vnder the Note and this Security Instrament be made in one or mmore of the following forms, as
selected by Lender: (2) cash; () money oxder; {c) cerrified check, bank check, treasures’s check or
cashier’s check, provided any such check is dreawn upon an insttution whose deposits are insured by a
federal agency, instrumentality, or entity; or (¢) Electronic Funds Transier,

Payments are deemned received by Lender when received at the location desigrated in the Note or ar
such other location as may be designated by Lender in accordance with the potice provisions in Section 15.
Lender may return any payment or partial paymens if the payment or partiel payments are insufficient to
bring the Loan current. Lender may accept.any payment of partial payment insufficient to bring the Loan
cumrent, without waiver of any rights kereunder or prejudice (o #ts rights o refuse such payment or partial
payments in the fatore, but Lender is not cbligated 1o apply such payments at the fme such payments are
accepted. If each Periodic Payment is applied as of its scheduled due date, then Lender need nol pay
interest on unapplied funds. Lender may hold sich unapplied funds unobl Borrower makes paymens to bring
the Loan current. If Borrower dees not o so within a reasonable period of time, Lender shall either apply
such funds or return them to Borrower. if not applied eaclier, such funds will be applied to the outstanding
principal balance under the Note ltmmediately prior to foreclosure. No offset or claim which Borrower
might have now or In the futnre against Lender shall relieve Borsower from making payments doe under
the Note and this Security Insirument or performing the covenants and agrecments secured by this Security
Instrurnent.

2. Application of Payments or Proceeds. Except as otherwise dessribed in this Seetion 2, all
payments accepted and applied by Lender shall be appiied in the following order of priority: {a) interest
due under the MNote: {b) principal due under the Note; (¢) amounts due under Section 3. Such payments
shall be applied to each Periodic Payment in the order in which it became due. Any emaining amoumts
shall be applied first to kate charges, second to any other amounts due under this Security Instrument, and
then to reduce the principal balance of the Note,

I Lender receives 3 payment from Borrower for 2 delinquent Periodic Payment which includes a
sufficient amount to pay any late charge due, the payiient may be applied 1o the delinquent payment and
the late charge. If more than one Periodic Payment is outstanding, Lender may apply any payment recejved
from Borrower ro the repayment of the Periodic Payments if, and o the extent that, ezch payment ¢an be
paid in full. To the extent that 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 13rst to any prepayment charges and then as described in the Note.

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

3. Funds for Escrow Items. Bomower shall pay to Lender on the day Periodic Payments are due
under the Note, unsil the Note is paid in full, 4 sum (the "Funds") to provide for payment of anounts due
for: {a) taxes and assessments and other items which can autain priority over this Security Instrument as 2
Hen or encumbrance on the Property; (b) leasehold payments or grourd rents on the Property, if any; (c)
premioms for any and all insurance required by Lender under Section 5; and {d) Mortgage Insurance
prevaiums, If any, or any sums payable by Borrower to Lender in lieu of the payment of Morigage
Insurance premiums in accordance with the provisions of Section 10. These jtems are cailed "Escrow
Items." At origination or at any time during the term of the Loan, Lender may require that Community
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Association Dues, Fecs, and Assessments, if any, be escrowed by Borrower, and such dues, fees and
assessments shalt be an Escrow Ttem, Borrower shail promptly furnish to Lender al] notices of amovats to
be paidl under this Section. Borrower shall pay Lender the Funds for Escrow ltems unless Lender watves
Borrower's obligation to pay the Funds for any or all Escrow [tems. Lender peay waive Borrower’s
obligation to pay to Lender Funds for any or all Escrow [tems 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 Bscrow Tems for which payment of Funds has been waived by Lender and, if Lender requires,
shall fucnish 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 & covenant and agreement contained in this Security Instrument, es the phrase "covenant and agreement”
is nsed in Seclion 9. If Borrower is obligated 10 pay Escrow ltemns directly, pursuant to a waiver, and
Borrower fails to pay the amount due for an Escrow Itert, Lender may exercise its rights nnder Section 9
and pay such amount and Borrower shall then be obligated under Section 9 1o repay 0 Lender any such
amount. Lender may revoke the waiver as to any or all Escrow Itemns at any time by a notice given in
accordance with Section 15 and, upon such revocation, Borrower shall psy to Lender all Funds, and ir
such amounts, that are then required under this Section 3.

Lender may, at any time, collect and hold Punds in an amount (a) sufficient to permit Lender 1o apply
the Funds at the time specified under RESPA; and (b) ot to exceed the maximum amonnt a lender can
require under RESPA. Lender shall estimate the amouwnt of Funds due on the basis of corrent data and
reasopable estimates of expenditures of fulure Estrow Items or otherwise in accordance with Applicable
Law,

The Funds shall be held iz an institution whese deposils are insured by a federal agemcy,
instrumentality, or eatity (including Lender, if Lender is an institution whose deposits are so ipsured) or in
any Federal Home Loan Bank, Lender shall apply the Fands (¢ pay the Escrow Items no lateér than the time
specified under RESPA. Lender shall not charge Borrower for holding and applying the Funds, annually
analyzing the éscrow account, or verifying the Bserow llems, unless Lender pays Borrower inlerest on the
Funds and Applicable Law permits Esnder 1o make such a charge. Unless an agreement is made in writing
or Applicable Law requires interest 1o be paid on the Funds, Lender shall not be required to pay Borrower
any interest or earnings on the Funds, Borrower and Lender can agree in writing, however, that interest
shall be paid on the Funds. Lender shail give to Borrower, without charge, an annual accounting of the
Funds as required by RESPA.

If there is a sarplas of Funds held in escrow, as defined under RESPA, Lender shall account to
Borrower for the excess fimds in accordance with RESPA. If there is a shortage of Punds held in escrow,
a5 defined noder RESPA, Lender shail notify Borrower as required by RESPA, and Bomower shall pay w
Lender the amonn: necessary to make up the shortage in accordanee with RESPA, but in no more than 12
moitihly payments. If there js 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 vecessary to make
up the deficiency in accordance with RESPA, but in no more than 12 monthly payments.

Upon payment in fisll of all sums secured by this Security Insttument, Lender shall promupily refunc
te Berrower any Punds held by Lender.

4. Charges; Liens. Borrower shall pay all taxes, assessments, charges, fimes, and impositions
attributable to the Property which can attain priority over this Security Instrument, leasehold payments or
ground rents on the Property, if any, and Community Association Dues, Fees, and Assessments, if any. To
the extent that these items are Bscrow Items, Borrower shall pay them in the manner provided in Section 3.
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Borrower shall promptly discharge any lien which has prioxity over this Security Instrment unless
Bomower: {a) agrees in writing to the payment of the obligation secured by the lien in 2 manner acceprable
to Lender, but anly 2o long as Borrower is performing such agreement; (b) contests the lien in good faith
by, ot defends against enforcement of the lien in, legal procesdings which in Lender’s opinion operate to
prevent the enforcement of the lien while those proceedings are pending, but only wnti] such proceedings
are concluded; or {c) secures from the bolder of the lien an agreement satisfactory to Lender subordinating
the lien to this Security Instrument. If Lender determines that any part of the Property is subject to a lien
which can attain priority over this Security fnstrament, Lender may give Borrower a nolice identifying the
lien. Within I0 days of the date on which that notice is given, Borrower shall satisfy the lien or lake one or
morte of the actions set forth above in this Section 4.

Lender may tequire Borztower to pay a one-time charge for 2 real estate tax verification andfor
reporting service used by Lender in connection with this Loan,

5. Property Insurance. Borrower shall keep the improvements now existing or hereafter erected on
the Property insured against loss by fire, hazards included within the term “extendsd coverage,” and any
other hazaxds including, but not limited to, easthquakes and floods, for which Lender requires insurance,
This inswrance shall be maintained in the amounts (including deductible levels) and for the periods that
Lender requires. Whal Lender requires pursuant to the preceding sentences ¢an change during the term of
the Loan, The insurance cazrler providing the insurance shall be chosen by Bortower subject 1o Lender's
right to disapprove Borrower's choice, wiiich right shall not be exercised uneeasonably. Lender may
require Botrower to pay, I conpection with this Loan, either: (a) a ome-time charge for flood zone
determination, cerlification and tracking 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 cestification. Borrower shall also be responsible for the
payment of any fees imposed by fhe Federal Emergency Meanagement Agency in comnéciion with the
review of any flood zone determination: resulting {rom an objection by Borrower.

If Borrpwer fails 1o maintain any of the coverages described above, Lender may oblain insurance
coverage, at Lender's option and Borrower's expense. Lender is under no obligation te purchase any
particular type or amount of coverage. Therefore, snch coverage shall cover Lender, but mipht or might
not protect Borrower, Borrower's equity in the Property, or the contents of [he Property, against any risk,
hazard or lability 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 amounits disbursed by Lender under this Section 5 shall
become additional debt of Bomrower secured by this Seeurity Tnstruroent. These amounts shall bear interest
al the Note rate from the date of disborsernent and shalf be payable, with such interest, upon notice from
Lender to Borrower requesting payment, 4

All insurance policies required by Lender and renewals of such policies shall be subject to Lender's
right {0 disapprave such policies, shall inclnde a standand mortgage clause, and shall name Lender as
morigagee and/or as an additional loss payee. Lender shall have the tight 1o hold the policies and renewai
certificates. If Lender requires, Borrower shall promptly give to Lender alt receipts of paid premiwms amid
renewal notices. If Borrower oblains any form of instrance coverage, not otherwise required by Lender,
for damage to, or destruction of, the Property, such policy shall include a standard morigage clause ang
shalt napoe Lender 2 mortgagee andfor as an additional loss payee.

In the event of loss, Borrower shall give promipt notice to the insurance carrier and Lender. Lender
may make proof of loss if not made promptly by Borrower. Unless Lender and Borrower otherwise agres
in writing, any insurance proceeds, whether or not the underlying insurance was required by Lender, shall
be applied to restoration or repair of the Property, if the restoration oy repair is scomomically feasible and
Lender's security is not lessened. During such repair and restoration period, Lender shall have the right to
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hold such insurance proceeds tmtil Lender has had an opporiugity to inspect such Property 1o ensure the
work has been completed to Lender's safisfaction, provided that such inspection shall be wndertaken
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 agrecment is made in writing or Applicable Law
requires interest to be paid on such insurance proceeds, Lender shali not be requized to pay Borrower any
interest or earnings on such procepds. Fees for public adjusters, or other third parties, rctained 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 not economically feasible or Lender's security would be lessened, the insurance
procesds shall be applied to the sums secured by this Security Instrument, whether or ot then due, with
the excess, if any, paid to Borrower, Such insurance proceeds skall be applied in the order provided for in
Section 2.

It Borrower dhandons the Property, Lender may file, negotiate and setile any availeble insurance
clabm and related matters, If Borrower does not respond within 30 days to a notice ficm Lender that the
insarance carrier has offered 1o scttle a claim, then Lender may negotiate and setfle the claim. The 30-day
pesiod will begin whep the nolice is given. In either evem, or if Lender acquires the Property under
Section 22 or otherwise, Bortower hercby assigns to Lender (3} Bomower's rights 10 any insurance
proceeds in an amoant not to exceed the amounts unpaid under the Note ot this Security Instrument, and
() any other of Borrower's rights (other than the right i any refond of uncarned premiums paid by
Borrower) under all insurance policies covering the Property, insofar as' such wights are appiicable to the
coverage of the Property. Lender may use the insurance proceeds either 1o repair or restore the Propexty or
t0 pay amounts anpaid under the Note or this Security Instrument, whether or not ther due.

6. Occupancy. Borrower shall occupy. establish, and use the Property as Botrower's priticipal
residence within 60 days after the execution of this Security Instrument and shall continue to cccupy the
Property as Borrower's principal residence for at feast cne year after the date of occupancy; unless Lender
otherwise agrees in writing, which consent shall not be unreasomably withheld, or unless extenuating
circurnstances exist which are beyond Borrower's conirol.

7. Preservation, Maintenance and Protection of the Property; Inspections. Borrowsr shall not
destroy, damage or impair the Property, aliow the Property to deteriorate or commit wasle on the
Property. Whether or not Borrower is residing in the Property, Borrower shall maintain (ke Property in
order to prevent the Propenty from deteriorating or decreasing in value due to its condition. Unless it is
determined pursuant to Seption 5 that repair or restoration js not economically feasible, Borrower shall
promplly repair the Property if damaged to avoid further deferioration or damage. If insurance or
condemnation proceeds are paid in connection with demage to, or the taking of, the Property, Bortower
shali be responsible for repairing or restoring the Property only if Lender has released proceeds for such
piposes. Lender may disburse proceeds for the repairs and restoration in a single payment or in a serigs of
progress payments as the work is completed, If the insurance or condemmation proceeds are not sufficient
to repair or restore the Property. Borrower is not relieved of Borrower's obligation for the comgletion of
such repair of restoration.

Lender or jts agent may make reasonable entries upon awd mspections of the Property. If it has
teasonable cause, Lender may inspect the interior of the improvements on ihe Property. Lender shall give
Borrower notice at the time of or prior to such an igterior inspection specifying such reasonable cause.

8. Borrower's Lean Application. Borrower shall be in defeult if, during the Loan application
process, Borrower or any persons ol entities scting at the direction of Borrower or with Borrower's
krowledge or consent gave materially false, misleading, or inaccurate information or statements o Lender
(or failed to provide Lender with material information) in connection with the Loan. Material
representations include, but are not limited 1o, representations concerning Borrower's occupancy of the
Property as Borrower's principal residence.
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9, Profection of Lender's Intercst in the Property and Righis Under this Security Instrument. If
(2) Borrower fails to perform the covenants and agreements contained in this Security Instrument, (b) there
is a legal proceeding that might significantly affect Lendet's interest in the Property and/or rights undex
this Security Instrusnent {such as a proceeding in bankruptcy, probate, for condemnation or forfeiture, for
enforcement of a lien which may attain priority over this Security Instrament or to enforce laws or
regalations), or (¢} Borrower hes abandoned the Property, then Lender mey do and pay for whatever is
reasonable ot appropriate to protect Lender's intersst in the Property and rights under this Security
Instniment, including protecting and/or assessing the value of the Property, and securing andfor repairing
the Property, Lender's actions can include, but are not limited to: (2} paying any sums secured by a len
which has priority over this Security Instrument; (b) appeariag in court; and (C) paying reasonable
attomeys' fees to protect its interest in the Property and/or rights under this Security Instrument, inchuding
its secured position in a bankruptcy proceeding. Securing the Property includes, but is not limited to,
entering the Property to make repairs, change locks, replace or board up doorsand windows, drain water
from pipes, eliminate building or other code violations or dangerous conditions, and have utilities (umed
on or off. Although Lender may take action under this Section 9, Lender does not have to do 50 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 antharized under this Section 9.

Any amounts dighursed by Lendsr ynder this Section 9 _shall becore additional debt of Borrower
secured by this Security Instrament. These amounts shall bear iuterest at the Note rate from the date of
disbursement and shall be payable, with such interest, upon notice from Lender io Borrower Tequesting
payment.

¥ this Security Instrument is on a leasehold, Borrower shall comply with all the provisions of the
lease. It Borrower acquires Fee title to the Property, the leasshold and the feg title shall not merge unless
Lender agroes 1o the merger in writing.

10, Mortgage Insurance. If Lender requirad Mortgage Insurance as a condition of making the Loan,
Borrower shall pay the premiwrms required to maintain the Mortgage Insurance in effect. If, for any reasor,
the Morigape Insurance coverage required by Lender ceases 1o be available from the morigage insurer that
previously provided such inswrance and Borrower was required 10 make separately desigoated payments
toward the premivms for Mortgage Insuzance, Bomower shall pay the premiums required to obtain
coverage substantially equivalent to the Mortpage Insurance previously in effect, at a cost substantially
equivalent to the cast 1o Borrower of the Mortgage Insurance previcusly in effect, from an silernate
mortgage insuver selected by Lender. If substantially equivalent Mortgage Inswrance coverage is not
available, Borrower shall continue to pay to Lander the amount of the separately designated payments that
were due when the insurance coverage ceased 10 be in effect. Lender will accept, use and retain these
payments 28 a non-refundzble loss reserve in lien of Mortgapge Tosurance. Such loss reserve shall be
non-refundable, notwithstanding the fact that the Loan is ultimarely paid in full, and Lender shall not be
required 0 pay Borrower any interest or carnings on such loss reserve. Lender can £0 longer require loss
reserve payments if Morigage Insurance coverage {in the amount aod for (he period that Lender requires)
provided by an insurer selected by Lender again becomes available, is obfained, aed Lender requires
separately designated payments toward the premiums for Mortgage Insirance. Jf Lender required Morrgage
Insprance as a condition of making the Loan and Borfower was required to make separately designated
payments toward the premitums for Mortgage Insurance, Borrower shall pay the premiwms required to
maintain Mortgage Insurance in effect, or to provide a non-refundable loss reserve, umtil Lender's
requiteinent for Mortgage Insurance ends in accordance with any written agreement between Boreower and
Lender providing for such termination or nnti) teomination is required by Applicable Law, Nothing in this
Section 10 affects Borrower's obligation to pay interest af the rate provided in the Note,

Mortgage Insurance reimburses Lender (or any entity that purchases the Note) for certain losses it
may nepr if Borrower daes not repay the Loan as agreed. Borrower is not a pacty to the Mortgage
Insurance.

Mortgage insurers evaluate their total visk on all such insurapce in force from time to time, and may
enter into agreements with other parties that share or modify their risk, or reduee losses. These agreements
are on terms and conditions that are satisfactory to the mortgage insurer and the other party {or parlics) to
these agreements. These agreements may require the mortgage insurer t0 make payments using any source
of funds that the mortpage insurer may bave available (which may include funds obtained from Mortgage
Insurance premiums3.
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As a result of these agreements, Lender, any purchaser of the Mote, another insurer, ay reinsurer,
any other entity, or any affiliate of any of the foregoing, may receive (directly or indirectly) amounts that
derive from (or might he characterized as) a portior of Borrower's payments for Morigage Insurance, in
exchange for sharing or modifying the mortgage insurer's risk, or reducing losses. If such agreement
provides that an affiliate of Lender takes a shate of the insurer's risk in exchange for a share of the
premiums paid to the insurer, the atrangement is ofien termed *captive reinsurance.” Further:

{a) Any such agreements will not affect the amounts that Borrower has agreed to pay for
Mportgage Insurance, or any other terms of he Loan. Such agreements will not inerease the amount
Borrower wilk owe for Mortgage Insurance, and they will not entitle Borrower to any refind.

{b} Any such apreements will not affect €he rights Borrower has - if any - with respect to the
Mortgage Insurance ubder the Homeowners Protection Act of 1998 or any other Jaw. These rights
may include the right fo receive certain diselosures, to request and obtain cancellation of the
Morigage Insurance, o have the Mortgage Insurance terminated automatically, and/or to recsive 2
refund of any Mortgage Tusurance preminms that were unearned at the time of such cancellation or
termination.

11. Assignmient of Miscellaneous Proceeds; Forfeiture. All Miscellancous Proceeds are hereby
assigned to and shall be paid to Lender,

If the Property is damaged, such Miscellaneous Proceeds shall be applied to restoration ox 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 shatl have the right to hold such Miscellaneous Froceeds
wntil Lender has had an opportunity o inspect such Property to ensure the work has been completed to
Lender's satisfaction, provided that such inspection shail be undertaken promptly. Lender may pay for the
repairs and restoration in a single disbursement or in a scries of progress payments as the work is
completed, Unless an agreement is made in writing or Applicable Law reqnires interest to be paid on such
Miscellanepus Procesds, Lender shall not be sequired to pay Borower any interest or eamings on such
Miscellaneous Proceeds, H the restoration or repair is not economically teasible or Lender's security would
be lessened, the Miscellancous Proceeds shall be applied to the sums secured by this Security Instrument,
whether or not then due, with the excess, if any, pald fo Borrower. Such Miscellaneous Proceeds shall be
applied in the order provided for in Section 2.

In the event of a total laking, destruction, or loss in value of the Properly, the Miscellaneous
Proceeds shall be appiied to the sums secured by this Security Instrument, whether or nol then due, with
ihe excess, if any, paid (o Borrower.

In the event of a partial taking, destruction, or foss in value of the Property in which the faiv marker
value of the Property immediately before the partial taking, destruction, or toss in value is equal fo or
greater than the amount of the swns secured by this Security Instrument immediately before the partial
taking, destruetion, of loss in value, unless Borrower and Lender otherwise agree in writing, the sums
secured By thds Security Instrument shall be reduced by the amount of the Miscellaneous Proceeds
multiplied by the following fraction: {a) the total amount of the sums secured immediately before the
parfial taking, destruction, or loss in value divided by (b) the fair merkef value of the Property
immediately before the parifal taking, destruction, or loss in value, Any balance shall be paid to Borrower.

In the event of a partial taking, destruction, or Joss in value of the Property in whick the fair marker
value oi the Property inunediately before the partial taking, desiruction, or loss in value is less than the
amount of the sums secured immediately before the partial taking, destruction, or loss in value, unless
Borrower and Lender otherwise zgree in writing, the Miscellaneous Proceeds shall be applied to the suni
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 to Bortower that the
Opposing Party (as defined in the next seatencs) offers to make an award to settle a claim for damages,
Borrower fails to respond 1o Lender within 30 days after the date the notice is given, Lender is authorized
1o collect and apply the Miscellaneous Procecds either to restoration or repair of the Property or 1o the
sums secured by this Secority 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 Miscellanegus Proceeds.
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Borrower shall be in default if any action or proceeding, whether civil or criminal, is begun that, in
Lender's judgment, could result in forfeiture of the Property or other matcrial impairment of Lender's
interest in the Property or rights under this Security Instrument. Borrower can cure such a default and, if
acceleration has occurred, reinstate as provided in Section 19, by causing the action or preceeding to be
distnissed with a roling that, in Lender's judgment, preciudes forfeiture of the Property or other material
impaicment of Lender's interest in the Property or rights under this Security Instrument. The procesds of
any award or claim for damages that are attributable to the impairment of Lender's imerest in the Property
are herely assigned and shall be paid to Lender.

All Miscellaneous Proceeds that are not applied to restosation or repair of the Propetty shall be
applied in the order provided for in Section 2.

12, Borrower Not Released; Forbearance By Lender Not & Waiver. Extension of {he time for
payment or modificarion of amortization of the sums secured by this Security Instnunent granted by Lender
ta Borrower or any Successor in Interest of Borrower shall not operate to release the liability of Bormower
or any Successors in Tntetest of Borrower, Lender shall not be required to commence proceedings against
any Successor in Interast of Bottower or to refuse to extend time for paymen: of otherwise modify
amortization of the sums secured by this Security Instrurnent by rezson of any demand made by the original
Borrower or any Successors in Interest of Bomower. Any forbearadce by Lender in exercising any right or
remedy including, withowt limitation, Lender's acceptance of paymemis from third persons, entities or
Suecessors in Interest of Borrower or in amounts less than the amount then dug, shall not be a waiver of o1
preclude the exercise of any right or remedy.

13. Joint and Several Liabiliiy; Co-slgners; Successors and Assigns Bound. Borrower covenants
and agrees that Borrower's obligations and liability shall be jeint and sevezal. However, any Borrower who
co-Signs this Security Instrnnent but does net execuie the Note (a "eo-signer): (3) is co-signing this
Security Instrument only 10 mortgage, grant and convey the co-signer's interest in the Property nnder the
texms of this Security Instrument; (b) is not personally obligated to pay the sums secured by this Security
Iestrument; and (¢) agrees (hat Fender and any other Borrower can agree {o extend, modify, forbear or
make any accommodations with regard to the terms of this Seourity Instrument or the Note without the
co-signer’s consent.

Subject to the provisions of Sectivn 18, any Successor in Imterest of Borrower who assumes
Borrower’s obligations wader this Sccurity Instrument in writing, and is approved by Eender, shall obtain
all of Borrower's tights and benefits under this Securily Instrument. Borrower shall not be released from
Borrower's obligations and liability undér this Security Instnmment unless Lender sgrees to such retease in
writing. The covenanis and agreements of this Security Instrument shalt bind (except as provided in
Section 20) aad benefit the successors and assigns of Lender.

14. Loan Chearges. Lender may charge Borrower fees for services performed in connsction with
Borrower's defaule, for the purpose of protecting Lender's interest in the Property and rights vnder this
Security Instrumene, including, but not lirited to, attornsys' fees, property inspection and valuation fecs,
Ir regard to any ofher fees, the absenee of express authorily in this Security Instrument to charge a specific
tee to Borrower shail not be constried as a prohibition en the charging of such fe¢. Lender may not charge
fees that are expressly prohibited by, this Security Instrument or by Applicable Law.

If the Loan is subject to & law waich sets maximum loan charges, and that law is finally intcrpreted so
that the interest or other loan charges collected or to be collecled in connection with the Loan excead the
permitted limits, then: (2) any sich loan charge shall be reduced by the amount necessary to reduce the
charge to the permitted limit; and (b) any sums already collected from Borrower which exceeded permitted
limits will be refunded fo Borrower. Lender may chaose to make this refund by reducing die principal
owed under the Note or by making a direct payment to Borrower. I a refund reduces principal, the
reduction will be Ireated as a partiat prepayment withont apy prepayment charge (whether o not a
prepayment charge is provided for under the Note). Borrower's acceptance of any such refund made by
direct payment to Borrower will constinnte a waiver of any right of action Borrower might have arising out
of such overcharge.

15. Notices. All notices given by Borrower or Lender in connection with this Security Instrument
st be in writing. Any netice to Borrower in connection with (his Security Instrument shatl be deemed to
have beer: given to Borrower when mailed by first class mail or when actoally delivered to Borrower's
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notice address if sent by other means. Notice to any cne Borrower shall constitute notice to all Borrowers
unless Appiicable Law expressly requires otherwise. The netice address shall be the Property Address
unless Borrower has designated a substitute notice address by notice to Lender. Borrower shall promptly
notify Lender of Borrower's change of address. If Lender specifies a procedure for reporting Borrower’s
thange of address, then Bosrower shall only reporl a change of address through that specified grocedurc.
There may be only one desigoated notive address under this Security Instrament af any one time. Any
nefice 10 Lender shall be given by delivering it or by mailing it by first class mail to Eender's address
gtated herein unless Lender has designated amother address by npotice fo Borrower. Any notice in
conpection with this Security Instrument shall not be deemed to have been given to Lender until actually
received by Lender. If any notice required by this Security Instrument is also required under Applicable
law, the Applicable Law requirement will satisfy the coresponding requirement undey (his Security
Ipstrument.

16. Governing Law; Severability; Rules of Construction. This Security Instrument shail be
governed by federal Jaw and the law of the jurisdiction in which the Property is located. All rights and
obligations contained in this Security Instrument are subject {0 any requirements and limitations of
Applicable Law. Applicable Law might explicitly or implicitly allow the parties o agree by coniract or il
might be silent, but such silence shall ot be construed as 4 prohibition against agresment by contract. In
the event that any provision or clause of this Security Instrument or the Note conflicts with Applivable
Law, such cenflict shall not affect other provisions of this Security Instrument or the Note which can be
given effect without the conflieting provision,

As used in this Security Instrument: (4} words of the masculine gender shall mean apd include
coresponding neuter words or words of the feminine gender; (b) words in the singular shall mean and
include the plural and vice versa; and (¢} the word "may" gives sole discretion without any obligation 1o
take any action.

17. Borrower's Copy. Borrower shall be given one copy of the Note and of this Secutity Instrument.

18. Transfer of the Property or a Beneficial Taterest in Borrower. As used in this Section 18,
“Interest in the Property” means any lepal ot beneficial interestin the Preperty, including, but not limited
1o, those beneficial interests ransforred in a bond for dead, contract for deed, instaliment sales contract or
escrow agreement, the irtent of which is the transfer of titde by Borrower 2t 2 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 jnterest in Borrower is sold or transferred) without Lender’s prior
wiitten consent, Lender may require immediaie payment in foll of ail sums secured by this Security
Instrument, However, this option shall not be exercised by Lender if such exercise is prohibited by
Applicable Law.

If Lender cxercises this option, Lender shall give Borrower natice of acceleration. The notice shail
provide a period of net jess (han 30 days from the date the potice is given in accordance with Section 13
within which Borvower must pay all sums secured by this Security Instroment. If Borvower fails to pay
these sums prior to the expiration of this period, Lender may invoke any remedies permitted by this
Security Instyument without further notice or demand on Borrawer,

19. Borrower's Right to Reinstate After Acceleration. I Borrower meets certain conditions,
Borrower shall fave the right to have enforcement of this Security Instrument discontinued at any time
prior to the earliest of: (%) five days before sale of che Property pursuaa to suy power of sale contained in
this Security Insteument; (b) such other period as Applicable Law right specify for the termination of
Borrower's right to reinstate; or (¢} entry of a judgment enforcing this Security Instrument, Those
conditions are that Borrower; (a) pays Lender all sums which then would be due under this Security
Justrument and the Note as i no acceleration had occurred; (b} cures any defautt of any other covenants or
agreemments; (¢ pays all expenses incurred in enforcing this Security Instroment, including, bur not Hmited
to, reasonable aitorneys’ fees, property inspection and valuation fees, and other fees incurred for the
purpase of protecting Lender's interest in the Propenty and riphts under this Security Instrument; and (d)
takes such action as Lender may reasonably require to assure that Lender's interest in the Property and
rights ander this Security Instrument, and Borrower's obligation to pay the sums secured by this Security
Instrurnent, shall continue uncharged. Lender may require that Borrower pay such reiustalement sums and
expenses in one or more of the following forms, as selected by Lender: (a) cash; (b) money order; {C)
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certified check, bank check, treasurer's check or cashier’s check, provided any such check is drawn upon
an institution whose deposits arc insured by a federal agency, instrumentality or entity; or (d) Electronic
Funds Transfer, Upon reinstatement by Borrower, this Security Instrament and obligations secured hereby
shall remain fully effective as if no acceleration had occwrred. However, this right to reiostate shall not
apply in the case of acceleration under Section 18.

20, Sale of Note; Change of Loan Servicer; Notice of Grievance. The Note or 2 partial interest in
the Note (together with this Security Instrument) can be sold one or more times without prior notice to
Borrower. A sale might sesult in a change in the entity (known 23 the "Loan Service:") thar collects
Periodic Payments due under the Note and this Security Instrument and performs ofher mortgage loan
servicing obligations under the Note, this Security Tostrument, and Applicable Law, There also might be
one or more changes of the Loan Servicer unrelated 10 a sale of the Note. If there is a change of the 1oan
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 RESPA
requires in connection with a netice of transfer of servicing. If the Note is sold and thereafter e Loan is
serviced by a Loan Servicer other than the purchaser of the Note, the mortgage loan servicing obligations
to Borrower wilt remain with the Loan Servicer ar be transferred to a successor Loan Servicer and are not
assumed by the Note purchaser unless otherwise provided by the Note purchaser,

Neither Borrower 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 (0 this
Security Instrument or that alleges that the other party has breached agy 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 requirements of Section 15) of such alleged breach and afforded the
other party hereto a reasonable period after the giving of such notice to take corrective action. If
Applicable Law provides a time period whick must elapse before certain action can be taken, that time
petiod will be deemed to be reasonable for purposes of this paragraph. The notice of aceeleration and
opporiunity 1o cure given to Borrower pursuant o Section 22 and the notice of acceleration given to
Borrower pursuant to Scetion 18 shall be deemed to satisfy the notice and opporilunity to take corrective
action provisions of this Section 20.

21. Hazardous Substances. A5 used i this Section 21: (a) "Hazardous Substances™ are those
substances defined as tokie or hazardous substapces, pollutants, or wastes by Environmental Law and the
following substances: pascline, kergsene, otber flammable or toxic petroleum products, toxic pesticides
and herbicides, volatile solvenis, materials containing asbestos or formaldehyde, and radioactive materials;
{b) "Bovironmental Law" means federal laws and laws of the jurisdiction where the Property is Jocated that
relate to health, safety or environmental protection; (¢) "Environmental Cleanup” includes my response
action, remedial action, or removal action, 4s defined in Environmental Law; and (d) an "Environmental
Condition” means a condition fhat can ceuse, contribute to, or otherwise Irigger an Environmental
Cleanup,

Barrower shall not cause or permit the presence, use, disposal, storage, or release of any Hazardous
Substances, or threaten to release any Hazardons Substances, on or in the Property. Borrower shaif not de,
nor afiow anyore else to do, anything affecting the Property (a) that is in violation of any Bnvironmental
Law, (b) which creates an Environmental Condition, or (¢) which, due to the presence, use, or relezse of 2
Hazardous Substance, creates a conditinn that adversely affects the valve of the Property. The preceding
two sentences shall not apply to the presence, use, or storage on the Property of small guantities of
Hazardous Substances that are generally recognized to be appropriate to narmat residentiat uses and to
maintenance of the Property (including, but xot limited to, hazardous substances in consusner products).

Borrower shall promptly give Lender written notice of (2) any investigation, claim, demand, lawsoit
or other action by any governmental or regulatery agency or private pacty invelving the Property and any
Hazardous Substance or Envirommental Law of which Borrower has actual knowledge, (b) any
Environmental Condition, including but not limited to, any spilling, leaking, discharge, relsase or threat of
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selease 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 learns, ot is natified
by any govesnmental or regulatory authority, of any private party, that any removal or other remediation
of any Hazardous Substance affecting the Property is necessary, Borrower shall promptly take all necessary
remmedial actions in accordance with Environmental Law. Nothing berein shall create any obligation on
Lender for an BEnvirpnmental Cleanup,

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

22. Acceleration; Remedies. Lender shall give notice to Borrower prior to acceleration following
Borrower's breach of any covenani or agreement in this Security Instrument (bwi net prior to
acceleration under Section 18 unless Applicable Law provides otherwise). The notice shali specify; (a)
the default; (b) the action required to cure the default; () a date, not less than 30 days from the date
the notice is given to Borrower, by which the default oust be cured; and (d) that failure to cure the
defanlt on or before the date specified in the notice may result in acceleration of the sums secured by
¢his Security Instrument and sale of the Property at public auction st a date not less than 120.days in
the future. The notice shall Further inform Borrower of the right to reinstate after acceleration, the
right to bring a court action to assext the non-existence of a defanlt or any other deferise of Borrower
to acceleration and sale, and any other matters required 1o be included in the notice by Applicahle
Law. IF the default is not cured on or before the date specified in the notfice, Lender at its option,
may require immediate payment in full of alt sums secared by this Security Instrument without
Farther dewmand snd may invoke the power of sale andfor amy ather remedies permified by
Applicable Law, Lender shall be entifled to collect all expenses incurred in pursuing the remedies
provided in thig Section 22, including, but not nited to, reasosable 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 defanlt and of Lendex's election to cause the Property to be sold. Trustee
and Lender shall 1ake such action regarding notice of sale and shall give such notices o Borrower
and 1o other persons as Applicable Law may require. After the time required by Applicable Law and
after publication of the notice of sale, Trustes, without demand on Borrewer, shail sell the Property
at public auction to the highest bidder at the time and place and under the terms desiguated in the
notice of sale fn one or more parcels and in any order Trustee deteridines. Trustee may postpone sale
of the Property for a period or periods permitted by Applicable Law by public announcement at the
time and place fixed in the potice of sale, Lender or its designee may purchase the Property at any
sale.

Trustee shall deliver to the purchaser Trustee's deed conveying the Properiy without any
<ovenant or warranty, expressed or implied. The recitals in the Trustee’s deed shall he prima facie
evidence of the truth of the statements made therein. Trustee shall apply the proceeds of the sale in
the following order: (8) to all expenses of the sele, including, but not Gmited o, reasonable Trustee's
and attorneys’ fees; (b) to all sums secured by this Security Instrument; and (¢} 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.

23. Reconveyance. Upon payment 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 Imstrument to Trustee. Tyustee shall recomvey the Property
without warranty to the person or persons legaily entitled to it. Such person or persons shall pay any
recardation costs and the Trustee’s fee for preparing the teconveyance,

24. Substitute Trustee, [u accordance with Applicable Law, Lender may from time 10 time appeint
a suceessor trustee (0 any Trustee appointed hereunder who has ceased to act. Wichout conveyancs of the
Property, the successor kyustee shall succeed to all the title, power and duties conferred upon Trustee
herein and by Applicable Law,
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25, Use of Property. The Property is not used principally for agricultural purposes.

26. Attorneys' Fees. Lender shall be entitled to recover its reasonable attorneys' fess and costs in
any action or procesding 1o construe or enfores any teym of (his Security Instrument. The temn "aftomeys’
fees,” whenever used in this Security Instrumment, shal! include without limitation attorneys” fees incired

by Lender in any bankruptcy proceeding or on appeal,

ORAL AGREEMENTS OR ORAL COMMITMENTS TO LOAN MONEY, EXFEND
CREDIT, OR TO FORBEAR FROM ENFORCING REPAYMENT GF A DEBT ARE

NOT ENFORCEABLE UNDER WASEBINGTON LAW.

BY SIGNING BELOW, Borrower accepis and agrees to the terms and covenanis contzined in this
Security Instrument and i any Rider executed by Borrower and recorded with it

Witnesses:
(Seal}
BRUCE A. SCHERLING -Borrower
'/f /éf/ L (Seal)
-Borrower
(Seal) (Sead)
-Borrowey Borrpwer
(Seal) (Seal)
-Bosrower -Barrower
{Seal) (Seal)
~Boreower -Borower
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STATE OF WASHINGTON } EEY
County of (
On this day personally appeared before me BRUCE B. SCHERLING

ard Bowta mma/ﬁ

to me known 16 be the individual{s) described in and who executed the within and foregoing Instrument,
and acknowledged that he/she/they signed the same as his/her/their free and voluntary act and deed, for the

uses and purposes therein mentioned, s
GIVEN under my hand and official seal this 629‘ day of W
actthingg,
&.,,m‘ AA. {;2 ,,
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Loan No: LAKQ00825

ADJUSTABLE RATE RIDER
{LIBOR Six-Month Index (As Published In The Wall Street Journal) - Rate Caps)

THIS ADJUSTABLE RATE RIDER is made this 218t day of Apzil, 2006 .
and is incorporated into and shall be deerned to amend and supgplement the Mortgage, Deed
of Trust, or Security Deed (the "Security Instrument”) of the sama date given by the
undersigned ("Borrower") to secure Borrower's Adjustable Rate Note {the "Note”) to
BNC MORTGAGE, INC., A DELAWARE CORPCRATION

{"Lender”) of the same date and covering the property described in the Security Instrument
and located af: 211 SAN JEN LOOP RD, STIEVENSON, WA 95648

[Proparty Address]
THE NOTE CONTAINS PROVISIONS ALLOWING FOR CHANGES N THE
INTEREST RATE AND. THE MONTHLY PAYMENT. THE NOTE LIWTS THE
AMOUNT BORROWER'S INTEREST RATE CAN CHANGE AT ANY ONE TIME
AND THE MAXIMUN BATE BEORROWER MUST PAY.
ADDITIONAL COVENANTS. I addition to the covenants and agraements made in the
Security Instrument, Borrower and Lender further covenant and agree as follows:
A. INTEREST RATE AND MONTHLY PAYMENT CHANGES
The Mot provides for an initial interest rate of 8.050 %. The Note provides
for changes in the intarast rate and the monthly payments, as follows:
4. INTEREST RATE AND MONTHLY PAYMENT CHANGES
(A) Change Dates
The interest rate | will pay may change on tha first day of May, 2008 .
and on that day every Bth month thereafter. Each date on which my interast rate
could £hange Is called a "Change Date,”
(B} Tha Index
Beginning with the first Change Date, my interest rate will be based on an Index. The
"index" is the average of interbank offerad rates for six month U.S, dollar-denominated
deposits in the London market ("LIBOR"), as published in The Wall Street Journal, The most
recent Index figure available as of the first business day of the month immadiately preceding
the month in which the Change Date occurs Is called the “Current Index."
If the Index is no fonger available, the Note Holder will choose a new index that is based
upon comparable informatian. The Note Holder will give me notice of this choice.
{C) Caloulation of Changes
Before each Change Date, the Note Holder will caleulate my hew interest rate by adding
Six And 50671000 percentage points
{ 6.560 %) to the Current index. The Note Molder will then round the result of

MULTISTATE ADJUSTABLE RATE RIDER - LIBOR SIX-MONTHM INDEX ¢(AS PUBLISHED IN
THE WALL STREET JOURNAL} - Single Family - Fannio 8Mae Uniform Instrument
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this addition to the nearest one-sighth of one pergcentage point {0.125%). Subject to the limits
stated in Section 4(0) below, this rounded amount wifl be my new interest rate until the next
Change Date.

The Nete 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
an the Maturity Date at my new intorest rate in substantially equal paymenis. The result of
this calculation wilk be the new amount of my monthly payrent,

D] Limits onr Interest Rate Changes ]
The interest rate | am required to pay at the first Change Date will not be greater than

1%.050 % or less than B.,050 %. Thereafter, my interest rate will

never be increased or decreased on any single Change Date by mare than eone
percentage points

{ 1.000 %) from the rate of interest | have been paying for the preceding
8 months. My interest rate will never be greater than 15,050

%, or less than 8.050 Y.

gls) Effective Date of Changes
iy new interest rate will become effeciive on each Change Dats. | will pay the amount of my

new monthly payment beginning on the first monthly payment date affer the Change Dzte untll the
araount of my monthly payment changes again.

{F) Notfice of Changes ‘
The Note Holder will dellver or mail to me a notice of any changes in my interest rate and the

amount of my monthiy payment befare 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 | may have regarding the nofice.
B. TRANSFER OF THE PROPERTY OR A BENEFICIAL INTEREST IN BORROWER
Uniform Covenant 18 of the Security Instrument is amended to read as follows:
Transfer of the Progeriy or a Beneficial interest in Borrower. As used in his
Section 18, " Interest in ihe Property” means any legal ar beneficlal intarest i the
Property, including, but not lmited to, those beneficidl interests fransferred in 3
bond for deed, contract for deed, Installment sales contract or escrow agresment,
the intent of which s the transfer of itte by Borrewer at a future date to 4 purchaser.
if gl or any part of the Property or any Inferest in the Properly iz sold or transferred
(or if Borrower is not a natural person.and a bensficial interest in Borrower is sold oF
ansferred) without Lender's prior written consert, Lender may require Immediate
payment in full of all sums secured by this Securily Instrument. However, this option shall
not be exercised by Lender if such exersise is prohibited By Applicable Law. Lender also
shall not exercise this option it (a) Bomower causes to be submitled to Lender
informatlon required by Lender to evaluate the intended transferee as if a new loan were
being made to ihe fransferee; 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
cavenant or agreement in this Secunty Instrument is acceptable fo Lender.
To the extent permitted by Applicable Law, Lender may charge a reasonable fee as
a condition to Lender's consent to e loan assumption. Lender also may reguire the
transferee to sign an assumption agreement that is acceptable to Lender and that
obligates the transleree to keep all the promises and agresments made in the Note and
in this Securily Instrument. Bormower wili continue fo be abligated under the Note znd this
Security Instrument unless Lender releases Borrowes in writing.
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If Lender exercises the option 1o require immediate payment in full, Lender shall
give Borrower notice of acoeleration. The notice shall provide a period of not less
than 30 days from the date the notice is given in accordance with Saction 15 within
which Borrower must pay ail sums secured by this Security instrumant. If Borrower
falls 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

Borrowaer,

BY SIGNING BEELOW, Borrewer accepts and agrees to the terms/and covenanis contained

in this Adjustable Rate Rider,

{Seal}
-Borrower

SCHERLING

BRUCE A.

{Seal)
~Borrower

{Saal)
-Borrower

{Seal}
-Borrower

@%-asan {0402} Page 3 of B

{Seal)

-Borrower

(Seal)

-Borrower

{Seal}

~Borrower

{Seal}

-Borrower
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'HOMESTEAD RIDER

Bonita Scherling, the spouse of Bruce A. Scherling, signs this Deed of Trust and all
Riders, if applicable, for the sole purpose of encurbering his/her homestead in the

property described in said Deed of Trust and Rxdm's, as established under RCW 6.13.010.

éé;mfm/

Bonita Scherling

STATE OF WASHINGTON
COUNTY OF CLARK

1 certify that I know of have satisiactory evidence that BONITA SCHERLING is the
person who appeared before me, and said person acknowledged that he/she signed this
instrument and acknowledged it to be his/her free and voluntary act for the use and
purposes mentioned in this instrument. |

Date: 61/99‘ / 12y
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& P ?ﬁmg‘ For and in the State of Washing

g - L g Residing in

D) (¥ TRIC H My Commission Expire¢/ s "G L
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"Rumil“'"

State of Washington } ss
County of Skamania )

| hereby certify that the ﬁ Zég and § ing true

and correct copy of the

recorded on ;4/);/: / 27 2606
e .....,. in Book onPage___— underAuditors
% A, File Nocddb/ G (R4S asthe same now appears on
¥ o - 4 file and of record in my office.
3 Q\ i ‘; R O I In Testimony Whereof, | have hereunto setimy hand and.
: /37 2H6.

County Audiior

Tidmnnatt”®
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Exhibit "A"

Lot 2, BRIDGE VIEW HEIGHTS, according to the plat thereof, recorded in Book "B" of
plats, page 113, records of Skamania County, Washington.
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