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275 SE Pioneer Way
Oak Harbor, WA 98277 e T T

Assessor’s Parccl or Account Number 3772-086-004-0005
Abbreviated Legal Descrlpnon “Lts 3 and 4, Blk 86, MAP OF THE CITY QF ANACORTES

[Include lot, block and plat’ or---sectmn,_mwn:_s'h-ip and range] Full 1egal description located on page 3
Trustee: Island Title -Company

- {Space Above This Line For Recording Data}

. =-__'_DE_ED OF TRUST

A20913 Y
iISLAND TITLE COMPANY

DEFINITIONS ;

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

{A) "Security Instrument" means this document, Wthh s dated September &, 2001

together with all Riders 10 this document.

(B) "Borrower” is DAVID C ENGEBRETSON and SUSAN c ENGEBRETSON husband and
wife s :

Borrower is the trustor under this Security Instrument.
(C) "Lender" is Pacific Northwest Bank
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'_.(P') Y"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 time,
or any additional or successor legislation or regulation that governs the same subject matter. As used in this
‘Secuyrity Instrument, "RESPA" refers to all requirements and restrictions that are imposed in regard

" t0'a "federally. related mortgage loan" even if the Loan does not qualify as a "federally related mortgage loan"

‘under RESPA. "

(Q) "Successor in Interest of Borrower" means any party that has taken title to the Property, whether or not
that --party'lias élssu'ri'led Borrower’s obligations under the Note and/for this Security Instrument.

TRAN. SFER OF RIGHTS IN THE PROPERTY

This Security Instrument secures to Lender: (i) the repayment of the Loan, and all renewals, extensions and

modifications of the Note and (ii) the performance of Borrower’s covenants and agreements under this

Security Instrument and the Note. For this purpose, Borrower irrevocably grants and conveys lo

Trustee, in  trust, w:th pcwer of sale, the following described property located in the

County of Skagit :
[Type of Recordir;_g I urisdictiéq} [Name of Recording Jurisdiction]

Lots 3 and 4, Block 86, MAP OF THE CITY OF ANACORTES, according to the

plat thereof, recorded in:Volume 2 of Plats, pages 4 Through 7,

records of Skagit County, Washington;

Situated in Skagit Couﬁt:'_y,..-Was:'ﬁ.iﬁ_gton.

Parcel ID Number; 3772-086-004-~0005 ;_: which currently has the address of

1205 18th sT o e [Street]

Anacortes [City].., Washington 98221 [Zip Codel
("Property Address"): S -

TOGETHER WITH all the improvements now or hereafier erected on the property, and all easements,
appurtenances, and fixtures now or hereafter a part of the property. All replacements and additions shall also
be covered by this Security Instrument. All of the foregoing is referred to in thls Secunty Insl:rument as the
“Property."

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

THIS SECURITY INSTRUMENT combines uniform covenants for national use: and non umform
covenants with limited variations by jurisdiction to constitute a uniform security mstrument covenng ‘real
property.
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-"Fees, and Assessments, if any, be escrowed by Borrower, and such dues, fees and assessments shall be an
‘ 'Escrbw Item. Borrower shall promptly furnish to Lender all notices of amounts to be paid under this Section.
Borrower shall pay Lender the Funds for Escrow Iiems unless Lender waives Borrower’s obligation to pay
‘the Funds for any or all Escrow Items. Lender may waive Borrower’s obligation to pay to Lender Funds for
: _any'or all Escrow ltems at any time. Any such waiver may only be in writing. In the event of such waiver,
"Borrower shall. pay directly, when and where payable, the amounts due for any Escrow Items for which
payment of, Funds has been waived by Lender and, if Lender requires, shall furnish to Lender receipis
ev1dencmg such payment within such time period as Lender may require. Borrower’s obligation to make such
payments and to provxde receipts shall for all purposes be deemed to be a covenant and agreement contained
in this Secunty Instrument, as the phrase "covenant and agreement” is used in Section 9. If Borrower is
obligated to pay Escrow Items directly, pursuant to a waiver, and Borrower fails to pay the amount due for an
Escrow ltem, Lender may exercise its rights under Section 9 and pay such amount and Borrower shall then be
obligated under Séction 940 repay to Lender any such amount. Lender may revoke the waiver as to any or all
Escrow Items at any time by a notice given in accordance with Section 15 and, upon such revocation,
Borrower shall pay to Lender all Funds, and in such amounts, that are then required under this Section 3.

Lender may, at any time, collect and hold Funds in an amount (a) sufficient to permit Lender to apply
the Funds at the time specified under RESPA, and (b) not to exceed the maximum amount a lender can
require under RESPA. Lender shall cstimiate the amount of Funds due on the basis of current data and
reasonable estimales of expenditures of future Escrow Items or otherwise in accordance with Applicable Law.

The Funds shall be held in an institution whose deposits are insured by a federal agency, instrumentality,
or entity {including Lender, if Lender is an._in“s_li'tution whose deposits are so insured) or in any Federal Home
Loan Bank. Lender shall apply the Funds fo pay the Escrow Items no later than the time specified under
RESPA. Lender shall not charge Borrower for holding and applying the Funds, annually analyzing the
escrow account, or verifying the Escrow Items, unless Lender pays Borrower interest on the Funds and
Applicable Law permits Lender to make such a charge. Unless an agreement is made in writing or Applicable
Law requires interest to be paid on the Funds, Lender shall not be required to pay Borrower any interest or
earnings on the Funds. Borrower and Lender can agree in writing, however, that interest shall be paid on the
Funds. Lender shall give to Borrower, without charge an annual accoummg of the Funds as required by
RESPA, :

If there is a surplus of Funds held in escrow, as defmcd under “RESPA, Lender shall account to
Borrower for the excess funds in accordance with RESPA, If: Ihere 152 shortage of Funds held in escrow, as
defined under RESPA, Lender shall notify Borrower as required.by RESPA, and Borrower shall pay to
Lender the amount necessary to make up the shortage in accordaricé wlth_ RESPA, but in no more than 12
monthly payments. If there is a deficiency of Funds held in escrow, as defined under RESPA, Lender shall
notify Borrower as required by RESPA, and Borrower shall pay to Lendet the afn’o_unl necessary to make up
the deficiency in accordance with RESPA, but in no more than 12 monthly-paymerits.

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

4, Charges; Liens. Borrower shall pay all taxes, assessments, charges flnes and impositions
atiributable 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 1f any. To the
extent that these items are Escrow Items, Borrower shall pay them in the manmner prov1ded in Secuon 3
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~hold such insurance proceeds until Lender has had an opportunity to inspect such Property lo ensure the work
‘Has been completed to Lender’s satisfaction, provided that such inspection shall be undertaken promptly.
_’Lendcr may disburse proceeds for the repairs and restoration in a single payment or in a series of progress
payments as-the work is completed. Unless an agreement is made in writing or Applicable Law requires
interest to be. pald on such insurance proceeds, Lender shall not be required to pay Borrower any interest or
earnings on such proceeds. Fees for public adjusters, or other third parties, retained by Borrower shall not be
paid.out-of _jthé' 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 proceeds shall be applied to
the sumS:_fsécﬁred' by this Security Instrument, whether or not then due, with the excess, if any, paid to
Borrower. Such inisurance proceeds shall be applied in the order provided for in Section 2.

If Borrower abandons the Property, Lender may file, negotiate and settle any available insurance claim
and related matters. If Borrower does not respond within 30 days to a notice from Lender that the insurance
carrier has offered to settle a claim, then Lender may negotiate and settle the claim. The 30-day period will
begin when the notice“is g’_iven"; In-either event, or if Lender acquires the Property under Section 22 or
otherwise, Borrower hereby assigns to‘Lender (a) Borrower’s rights to any insurance proceeds in an amount
not to exceed the amounts Zunpaid under the Note or this Security Instrument, and (b) any other of Borrower’s
rights (other than the right to”any refund of unearned premiums paid by Borrower) under all insurance
policies covering the Property, insofar as such rights are applicable to the coverage of the Property. Lender
may use the insurance proceeds elt_hc_:r. tor rcpalr ar restore the Property or to pay amounts unpaid under the
Note or this Security Instrument, whether Qr.not then due.

6. Occupancy. Borrower shall occupy, establish, and use the Property as Borrower’s principal residence
within 60 days after the execution of thig Security Instrument and shall continue to occupy the Property as
Borrower’s principal residence for at least, one"year after the date of occupancy, unless Lender otherwise
agrees in writing, which consent shall not be unreasonably w1thheld or unless extenuating circumstances
exist which are beyond Borrower’s control.

7. Preservation, Maintenance and Protection. ol' the Property, Inspections. Borrower shall not
destroy, damage or impair the Property, allow the Propertly (o deleriorate or commit waste on the Property.
Whether or not Borrower is residing in the Property, Borrower shall maintain the Property in order to prevent
the Property from deteriorating or decreasing in value due to its condmon ‘Unless it is determined pursuant to
Section 5 that repair or restoration is not economically feasible; Borrower shall promptly repair the Property if
damaged to avoid further deterioration or damage. If insurance or condemnauon proceeds are paid in
connection with damage to, or the taking of, the Property, Borrower shall be responsible for repairing or
restoring the Property only if Lender has released proceeds for such purposes Lender may disburse proceeds
for the repairs and restoration in a single payment or in a series of progress paymenis as the work is
completed. If the insurance or condemnation proceeds are not sufficiént. to: repalr or restore the Property,
Borrower is not relieved of Borrower’s obligation for the completion of such repair or restoration.

Lender or its agent may make reasonable entries upon and inspections of the Property. If it has
reasonable cause, Lender may inspect the interior of the improvements on the Property. Lender shall give
Borrower notice at the time of or prior to such an interior inspection specifying such reasonablé cause.

8. Borrower’s Loan Application. Borrower shall be in default if, during the Loéi_;-"éppli(_:atioql Process,
Borrower or any persons or entities acting at the direction of Borrower or with Borrbwer_’s': knowledge or
consent gave materially false, misleading, or inaccurate information or statements to Lender (ot failed. to
provide Lender with material information) in connection with the Loan. Material representations-include, “but

are not limited to, representations concerning Borrower’s occupancy of the Property as Borrower’s pnncnpal .

residence,
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.. As a result of these agreements, Lender, any purchaser of the Note, another insurer, any reinsurer, any
"_'_(_)_ther entity, or any affiliate of any of the foregoing, may receive (directly or indirectly) amounts that derive
‘from (or might be characterized as) a portion of Borrower's payments for 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 share of the insurer’s risk in exchange for a share of the premiums paid 10 the
“-insurer, the arrangement is often termed "captive reinsurance.” Further:

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

(b) Any such agreements will not affect the rights Borrower has - if any - with respect to the
Mortgage Insurance under the Homeowners Protection Act of 1998 or any other law. These rights may
include the right-to receive certain disclosures, to request and obtain cancellation of the Mortgage
Insurance, to have the Mortgage Insurance terminated automatically, and/or to receive a refund of any
Mortgage Insurance premiums that were unearned at the time of such cancellation or termination,

11. Assignment of Miscellaneous Proceeds; Forfeiture, All Misccllancous Proceeds are hercby
assigned to and shall be paid to Lender.

If the Property is damaged, such Miscellaneous Proceeds shall be applied to restoration or repair of the
Property, if the restoration. or.répair is. economically feasible and Lender’s security is not lessened. During
such repair and restoration pericd, Lender shall have the right to hold such Miscellaneous Proceeds until
Lender has had an opporturity to inspect such Property to ensure the work has been completed to Lender’s
satisfaction, provided that such-inspection shall be undertaken promptly. Lender may pay for the repairs and
restoration in a single disbursement or in a series of progress payments as the work is completed. Unless an
agreement is made in writing or Applicablé Law requires interest to be paid on such Miscellaneous Proceeds,
Lender shall not be required to pay Berrower any interest or earnings on such Miscellaneous Proceeds. If the
restoration or repair is not economically feasible or Lender’s security would be lessened, the Miscellaneous
Proceeds shall be applied to the sums securéd by this Security Instrument, whether or not then due, with the
excess, if any, paid to Borrower. Such Mlscel]aneous Proceeds shall be applied in the order provided for in
Section 2.

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

In the event of a partial taking, destruction, or loss in va]ue of the Property in which the fair market
value of the Property immediately hefore the partial Iakmg, destructlon or loss in value is equal to or greater
than the amount of the sums secured by this Security Instrumernt immediatcly before the partial taking,
destruction, or loss in value, unless Borrower and Lender otherwige agree in writing, the sums secured by this
Security Instrument shall be reduced by the amount of the’ Miscellancous Proceeds multiplied by the
followmg fraction: (a) the total amount of the sums secured immediately before the partial taking, destruction,
or loss in value divided by (b) the fair market value of the Property 1mmed1ately before the partial taking,
destruction, or loss in value. Any balance shall be paid io Borrower.

In the cvent of a partial taking, destruction, or loss in value of ‘the Property in which the fair market
value of the Property immediately before the partial taking, destruction, or 1oss in value is less than the
amount of the sums secured 1mmed1ately before the partial taking, destruction; or loss in value, unless
Borrower and Lender otherwise agree in writing, the Miscellaneous Proceeds shaIl be apphed to the sums
secured by this Security Instrument whether or not the sums are then due. g

If the Property is abandoned by Borrower, or if, after notice by Lender to, Borrower that the Opposing
Party (as defined in the next sentence) offers to make an award to scttle a claim for damages, Borrower fails
to respond to Lender within 30 days after the date the notice is given, Lender is authorized to collect and
apply the Miscellaneous Proceeds either to restoration or repair of the Property or to the, sums secured by this
Security Instrument, whether or not then due. "Opposing Party” means the third party thal owes Borrower
Miscellaneous Proceeds or the party against whom Borrower has a right of action in regard to stcellaneous
Proceeds. _ .
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* Applicable Law expressly requires otherwise. The notice address shall be the Property Address unless
" Borrower has designated a substitute notice address by notice to Lender. Borrower shall promptly notify
‘Lenderof Borrower’s change of address. If Lender specifies a procedure for reporting Borrower’s change of
‘address; then Borrower shall only report a change of address through that specified procedure.

. There may be only one designated notice address under this Security Instrument at any one time. Any notice
“-10 Lender shall be given by delivering it or by mailing it by first class mail to Lender’s address stated herein
unless Lender has designated another address by notice to Borrower. Any notice in connection with this
Secunty Instrumem shall not be deemed to have been given to Lender until actually received by Lender. If
any hotice requlred by this Security Instrument is also required under Applicable Law, the Applicable Law
requirement-will satisfy the corresponding requirement under this Security Instrument.

16. Governing Law; Severability; Rules of Construction. This Security Instrument shall be governed
by federal law anil the law of the jurisdiction in which the Property is located. All rights and obligations
contained in this Sécurity Instrument are subject to any requirements and limitations of Applicable Law.
Applicable Law might explicitly or implicitly allow the parties to agree by contract or it might be silent, but
such silence shall not be construed as a prohibition against agreement by contract. In the event that any
provision or clause of Lhrs'Seéunty Instrument or the Note conflicts with Applicable Law, such conflict shall
not affect other provrsrons of this- Secunty Instrument or the Note which can be given effect without the
conflicting provrsron .

As used in this Securlty Instrument: (a) words of the masculine gender shall mean and include
corresponding neuter words of words-‘of -the feminine gender {b) words in the singular shall mean and
include the plural and vice versa; and {0) the word may" gives sole discretion without any obligation to take
any action.

Y 17. Borrower’s Copy. Borrower shall be grven one copy of the Note and of this Securuy Instrument,

18, Transfer of the Property or a Beneficial Interest in Borrower. As used in this Section 18,
"Interest in the Property” means any legal or benef'_ icial interest in the Property, including, but not limited to,
those beneficial interests transferred in a bond fordeed, coniract for deed, installment sales contract or escrow
agreement, the intent of which is the ransfer.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 immediaic payment in full of’ 5311' 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 exercises this option, Lender shall give Borrower notice of acceleration. The notice shall
provide a period of not less than 30 days from the date.the notice i given in accordance with Section 15
within which Borrower must pay all sums secured by this Security Instroment. If Borrower fails 1o pay these
sums prior o the expiration of this period, Lender may 1nvoke any remedres permitted by this Security
Instrument without further notice or demand on Borrower.

19. Borrower’s Right to Reinstate After Acceleration. If Borrower meeis certain conditions,
Borrower shall have the right to have enforcement of this Security Instrument dlsconunued at any time prior
to the earliest of: (a) five days before sale of the Property pursuant {0 ‘any power of sale contained in this
Security Instrument; (b) such other period as Applicable Law might specify. for the termination of Borrower’s
right to reinstate; or {c) entry of a judgment enforcing this Security Instrumient. Those conditions are that
Borrower: (a) pays Lender all sums which then would be due under this Security Instrument and the Note as
if no acceleration had occurred; (b) cures any default of any other covenants. or agreements {c) pays all
expenses incurred in enforcing this Security Instrument, including, but not hrmted to; reasonable atiorneys’
fees, property inspection and valuation fees, and other fees incurred for the purpose of prol;ecung Lender’s
interest in the Property and nights under this Security Instrument; and (d) takes such-action as Tender may
reasonably require to assure that Lender’s interest in the Property and rights under this Security InStrument,

and Borrower’s obligation to pay the sums secured by this Security Instrument, shall continué unchanged.
Lender may require that Borrower pay such reinstatement sums and expenses in one or more of the followmg
forms, as selected by Lender: (a) cash; (b) money order; (c) certified check, bank check, [reasurer § check or

35’3(
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" refease of any Hazardous Substance, and (¢} any condition caused by the presence, use or release of a
" Hazardous Substance which adversely affects the value of the Property. If Borrower learns, or is notified by
any governmental or regulatory authority, or any private party, that any removal or other remediation of any
: Hazardous Substance affecting the Property is necessary, Borrower shall promptly take all necessary remedial
., aclions’ _m. accordance with Environmental Law. Nothing herein shall create any obligation on Lender for an
“Environmental Cleanup.

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

.. 22: Aceeleration; Remedies. Lender shall give notice to Borrower prior to acceleration following
Borrowei’s breach "of any covenant or agreement in this Security Instrument (but not prior to
acceleration under Section 18 unless Applicable Law provides otherwise). The notice shall specify: (a)
the defaunlt; (b) the act:on required to cure the default; (c) a date, not less than 30 days from the date
the notice is given- to Borrower, by which the default must be cured; and (d) that failure to cure the
default on or before t_!le daté specified in the notice may result in acceleration of the sums secured by
this Security Instrument and sale of the Property at public auction at 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-assert the non-existence of a default or any other defense of Borrower
to acceleration and sale,’and any other matters required to be included in the notice by Applicable
Law. If the default is not cured on or before the date specified in the notice, Lender at its option, may
require immediate payment_in full of all sums secured by this Security Instrument without further
demand and may invoke the power of sale and/or any other remedies permitted by Applicable Law.
Lender shall be entitled to collect all- expenses incurred in pursuing the remedies provided in this
Section 22, inchiding, but not lmuted_ to, ‘reasonable attorneys’ fees and costs of title evidence.

If Lender invokes the power of sale, Lender shall give written notice to Trustee of the occurrence
of an event of default and of Lender’s election to cause the Property to be sold. Trustee and Lender
shall take such action regarding notice of sale and shall give such notices to Borrower and to other
persons as Applicable Law may require, “After the time required by Applicable Law and after
publication of the notice of sale, Trustee, without demand on Borrower, shall sell the Property at
public auction to the highest bidder at the time and place and under the terms designated in the notice
of sale in one or more parcels and in any order Truste¢ determines. 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 notice of sale. Lender or its designe¢ may purchase the Property at any sale.

Trustee shall deliver to the purchaser Trustee’s deed conveying the Property without any
covenant or warranty, expressed or implied. The recitals in the Trustee’s deed shall be prima facie
evidence of the truth of the statements made therein, Trustee: shall apply the proceeds of the sale in the
following order: (a) to all expenses of the sale, including, but not limited to, reasonable Trustee’s and
attorneys’ fees; (b) to all sums secured by this Security Instrument; and (c) any excess to the person or
persons legally entitled to it or to the clerk of the superior court of the county in which the sale took
place.

23. Reconveyance. Upon payment of all sums secured by this Secunty Instmment Lender shall request
Trustee to reconvey the Property and shall surrender this Security Instrument and all notes-evidencing debt
secured by this Security Instrument to Trustee. Trustee shall reconvey the Praperty - Witllout warranty to the
person or persens legally entitled to it. Such person or persons shall pay any. recordauon costs and the
Trustee’s fee for preparing the reconveyance,

24. Substitute Trustee. In accordance with Applicable Law, Lender may from ume to tlme appomt a
successor trustee to any Trustee appointed hereunder who has ceased to act. Without conveyance of the
Property, the successor trustee shall succeed to all the title, power and duties conferred upon Trustee herem
and by Applicable Law. :
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- STATE OF WASHINGTON } .
" County of SKAGIT

*_On this day personally appeared before me

- ..Sl__ij_s'an___C. Engebretson & David C. Engebretson

to mé"'knd'\\}:ﬁ.-to'bé' thie individual(s) described in and who executed the within and foregoing instrument, and
acknowledged that hefshe/they signed the same as his/her/their free and voluntary act and deed, for the uses
and purposes therein mentioned.

GIVEN under my hand and official scal this 6th day of September, 2001
------------- 1

R

g OFFIClAL SEAL !

'@ (O JEAN'A. CRANDALL! M

1§, 54 noteay PUBLIC- WASHmGroNa Lol Lt

1 \& WAY Imsl ublic in and for the ‘Stafe of Was mgton residing at

L___ — ﬂ@%?ﬂfﬂ_@@_ --1-" —md I-lt Vernon

My Appointment Expires on ~ 5/14/05
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ADJUSTABLE RATE RIDER

(1 Year Treasury Index - Rate Caps)

THIS ADJUSTABLE RATE RIDER is made this 6th day of September, 2001
and is incorporatéd. into and shall be deemed to amend and supplement the Morigage,
Deed of Trust, or’_Sec'uﬁty Deed (the "Security Instrument™) of the same date given by the undersigned (the
"Borrower™) to secure Borrower’s Adjustable Rate Note (the "Note") to
Pacific Northwest'Baﬁk

(the "Lender") of the same date and covering the property described in the Security Instrument and
located at:
1205 18th ST, Anacortes, WA=_---:98221

[Propeny Address]

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

ADDITIONAL COVENANTS. In addition 1o th_e,-c'b.vé_nams and agreements made in the Security
Instrument, Borrower and Lender further covenant and- a'gree as foIlows:

A, INTEREST RATE AND MONTHLY PAYMENT CHANGES _
The Note provides for an initial interest rate of <7 +6.250 %. The Note provides for
changes in the interest rate and the monthly payments as follows o

4. INTEREST RATE AND MONTHLY PAYMENT CHANGES

(A) Change Dates L

The interest rate I will pay may change on the first day of October 2004 ,
and on that day every 12th month thereafter. Each date on which my 1merest rate could change is called a
“Change Date." :

DOC  #:320061 C ’
MULTISTATE ADJUSTABLE RATE RIDER - ARM 5-2 -Single Family- Fannie Mae!Freddie Mac
UNIFORM INSTRUMENT _ _
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: (B) The Index
A B'e'g'ihnmg with the first Change Dale, my interest rate will be based on an Index. The "Index" is the
weekly average ‘yield on United States Treasury securities adjusted to a constant maturity of one year, as
made available by the Federal Reserve Board. The most recent Index figure available as of the date 45 days
before each Change Date 18 called the "Current Index."

If the Index-is no longer available, the Note Holder will choose a new index which 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 calculate my new interest ratc by adding
Two and Three Quarters., perceniage points
({ 2.750 %)-10 the Current Index. The Note Holder will then round the result of this
addition to the nearest one-eighth’ of ‘on¢ percentage point (0.125%). Subject to the limits stated in Section
4(D) below, this rounded amount wﬂl be my new interest rate until the next Change Date.

The Note Holder will then determme _[he amount of the monthly payment that would be sufficient to
repay the unpaid principal that I am expegted.to owe at the Change Date in full on the maturity date at my
new interest rate in substantially equal payms:nts ‘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 fn'st Change Date will not be greater than
B8.250 % or less than o 4.250 %. Thereafter, my interest rate will
never be increased or decreased on any single Change Date by ‘mere than two percentage points (2.0%) from
the rate of interest [ have been paying for the preceding 12 months My interest rate will never be greater
than 12.250 %. g

(E) Effective Date of Changes

My new interest rate will become effective on ¢ach Change Date I w1ll pay the amount of my new
monthly payment beginning on the first monthly payment date after the Changc Date untll the amount of my
monthly payment changes again. -
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B {F} N’Dﬁtic’é of Changes

Thie Note Holdet will deliver or mail to me a notice of any changes in my interest rate and the amount of
my momhly payment before the effective date of any change. The notice will include information required by
law to be given fo-me and also the title and telephone number of a person who will answer any question I

may have regardlng the notice

B. TRANSFER OF THE PR_OPERTY OR A BENEFICIAL INTEREST IN BORROWER
Section 18 of the Security Instrument 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 of escrow eig"r_eemen_t, +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
Bosrower i3 not a natural persor 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. _How_@ve; 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 1o 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 agrezment in this Security Instrumént is acceptable 1o Lender,

To the extent permitted by Applicable Law, Lender may charge a reasonable fec as a
condition 0 Lender’s consent to the loan assumption. Lender may also require the transferce 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 Secunty Instrument. Borrower will
continue to be obligated under the Note and this Secumy Instrument unIess Lender releases
Borrower in writing.

If Lender exercises the option to require immediate paymenl in fuli 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 Inswrument. If Borrower fails to pay ‘these- sums prior to the
expiration of this period, Lender may invoke any remedies permitted by ths Secunty Instrument
without further notice or demand on Borrower. R
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"B_Y__S_IGNING BELOW, Borrower accepts and agrees to the terms and covenants contained in this

Adjustable Rate Rider.

Susan C Engebretfon -

D] C Coeglilim—
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-Borrower David € Engebretson -Borrower
___(Seal) (Seal)
<. -Borrower -Borrower
__(Seal) (Seal)
-'B_or_r'dwer -Borrower
(Seal) (Seal)
-Borrower -Borrower
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