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UNIFORM COVENANTS. Borrower and Lender Covenant and agree as follows: 49
1. Payment of Principal and Interest; Prepayment and Late Charges. Borrower shail promptly pay when due
the principal of and interest on the deb: evidenced by the Note and any prepayment and late charges due under the Note.

2. Funds for Taxes and Insurance. Subject to applicable law or to a written waiver by Lender, Borrower shall pay
to Lender on the day monthly paymers are due under the Note, until the Note is paid in full, a sum (“Funds™) equal to
one-twelfth of: (a) yearly taxes and assessments which may attain priority over this Security Instrument; (b) vearly
leasehold payments or ground rents cn the Property, if any; (c) yearly hazard insurance premiums; and (d) yearly
mortgage insurance premiums, if any. These items are called “escrow items.” Lender may estimate the Funds due on the
basis of current data ang reasonable cstirmates of future CSCrow items.

The Funds shall be held in an institution the deposits or accounts of which are insured or guaranteed by a federal or
state agency (including Lender if Lender is such an institution). Lender shall apply the Funds to pay the escrow items.
Lender may not charge for holding and applving the Funds, analyzing the account or verifying the escrow items, unless
Lender pays Borrower interest on the Funds and applicable law permits Lender to make such a charge. Borrower and
Lender may agree in writing that interest shall be paid on the Funds. Unless an agreement is made or applicable law
requires interest to be paid, Lender shall not be required to pay Borrower any interest or carnings on the Funds. Lender
shall give to Borrower, without charge, an annual accounting of the Funds showing credits and debits to the Funds and the
purpose for which each debit to the Funds was made. The Funds are pledged as additional security for the sums secured by
this Security Instrument,

If the amount of the Funds held by Lender, together with the future monthly payments of Funds payable prior to
the due dates of the escrow items, shull exceed the amount required to pay the escrow items when due, the excess shall be,
at Borrower's option, either promptly repaid to Borrower or credited to Borrower on monthly payments of Funds. If the
amount of the Funds held by Lender is nct sufficient to pay the escrow items when due, Borrower shall pay to Lender any
amount necessary to make up the defiviency in one or more payments as required by Lender.

Upon payment in ful] of all sums secured by this Security Instrument, Lender shal) promptly refund to Borrower
any Funds held by Lender. If under paragraph 19 the Property is sold or acquired by Lender, Lender shall apply, no later
than immediately prior to the sale of the Property or its acquisition by Lender, any Funds held by Lender at the time of
application as a credit against the sums secured by this Security Instrument,

3. Application of Payments, Unlegs applicable law provides otherwise, all payments received by Lender under
paragraphs | and 2 shal] be applied: first, 10 late charges due under the Note; second, 1o prepayment charges due under the
Note; third, to amounts payable under paragraph 2; fourth, to interest due; and last, to principal due.

4. Charges; Liens. Borrower shail pay all taxes, assessments, charges, fines and impositions attributable to the
Property which may attain priority over this Security Instrument, and leasehold payments or ground rents, if any.
Borrower shall pay these obligations in the manner provided in paragraph 2, or if not paid in that manner, Borrower shall
pay them on time directly to the person owed payment. Borrower shall prompily furnish to Lender al] notices of amounts
to be paid under this paragraph. If Borrower makes these payments directly, Borrower shall promptly furnish to Lender
receipts evidencing the payments.

Borrower shall promptly discharge any lien which has priority over this Security Instrument unless Borrower: (a)
agrees in writing to the payment of the ubligation secured by the licn in a manner acceptable to Lender; (b) contests in good
faith the lien by, or defends against enforcernent of the lien in, legal proceedings which in the Lender's opinion operate to
prevent the enforcement of the lien or forfziture of any parz of the Property; or (€) secures from the holder of the lien an
agreement satisfactory to Lender subor dinating the lien to this Security Instrument. If Lender determines that any part of
the Property is subject to a lien which may attain priority over this Security Instrument, Lender may give Borrower a
nctice identifying the lien, Borrower shall satisfy the lien oz take one or more of the actions set forth above within 10 days
of the giving of notice.

5. Hazard Insurance, Borrow er shall keep the improvements now existing or hereafter erected on the Property
insured against loss by fire, hazards included within the term “extended coverage™ and any other hazards for which Lender
fequires insurance. This insurance shal ho maintained in the amounts and for the periods that Lender requires. The
insurance carrier providing the insurance shall be chosen by Borrower subject to Lender's approval which shall not be
unreasonably withheld.

All insurance policies and renewals shall be acceptable to Lender and shal include a standard mortgage clause,
Lender shall have the right to hold the folicics and renewals. If Lender requires, Borrower shall promptly give to Lender
all receipts of paid premiums and renewl notices. In the event of loss, Borrower shall Bive prompt notice 1o the insurance
carrier and Lender. Lender may make proof of loss if not made promptly by Borrower.

Unless Lender and Borrower otherwise agree in writing, insiirance proceeds shall be applied to restoration or repair
of the Property damaged, if the restoration 4r repair is economically feasible and Lender’s security is not lessened. 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 secured By this Security Instrument, whether or not then due, with any excess paid to Borrower. If
Borrower abandons the Property, or does not answer within 30 days a notice from Lender that the insurance carrier has
offered to settle a claim, then Lender may collzct the insurance proceeds. Lender may use the proceeds to repair or restore
the Property or 1o Pay sums secured by 1his Security Instrument, whether or not then due. The 30-day period wil] begin
when the notice is given.

Unless Lender and Borrower otherwise agree in writing, any application of proceeds 1o principal shall not extend or
postpone the due date of the monthly payinents referred to in paragraphs 1 and 2 or change the amount of the payments. If
under paragraph 19 the Property is acquired by Lender, Borrower’s right 1o any insurance policies and proceeds resulting
from damage to the Property prior to ihe “cquisition shall pass to Lender to the extent of the sums secured by this Security
Instrument immediately prior to the acquisition,

6. Preservation and Maintenance of Property; Leaseholds, Borrower shall not destroy, damage or substantially
changze the Property, allow the Property to deteriorate or cornmit waste. If this Security Instrument is on a leasehold,
Borrower shall com ply with the provisions of the lease, and if Borrower acquires fee title to the Property, the leasehold and
fee title shall not merge unless Lender agres te the merger in writing.

7. Protection of Lender’s Rights in the Croperty; Mortgage Insurance.  If Borrower fails to perform the
covenants und agreements contained in this Security Instrument. or thereis a legal proceeding that may significantly affect
Lender's rights in the Property (such as 3 procecding in bankruptey, probate, for condenmation or 1o enforee laws or
regulations), then Lender may clo and pay for whatever js necessary to protect the value of the Property and Lender's nghts
in the Property. Lender's actions may include paying any sums secured by a lien which has priority over this Security
Instrument, appearing in court, paying reasonable attorneys' fees and entering on the Property to make repairs. Although
Lender may take action under this paragraph 7, 1ender does not have to do so.

Any amounts disbursed by Lender under this paragraph 7 shall become additional debt of Borrower secured by this
Security Instrument. Unless Borrower and l.ennder agree to other terms of payment, these amounts shall bear interest from
the date of disbursement at the Note rate and shall be payable, with interest, upon notice from Lender to Borrower
requesting payment.
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By Signing BELOw, Borrovier accepts and agrees to the termg and covenang Contained in this Security
Instrument ndinany rider(s) executed by Borroy erand recorded wigh it.
-7

. (Seal)
Preston Neal Sheltsn -—Borrower

(Seal)

—Borrower

—

ftttettenn.,

ledged before me this. .. . 28th. day, -0f August »..1986..
{(date)
+. hushanpg and. wife
(persor; (s) .3:knowtedging)

My Comumission expires: \5:/5[’-}/
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ADJUSTABLE RATE LOAN RIDER

NOTICE: THE SECURITY INSTRUMENT SECURES A NOTE WHICH CONTAINS
A PROVISION ALLOWING FOR CHANGES IN THE INTEREST RATE. IN-
CREASES IN THE INTEREST RAYE WILL RESULT IN HIGHER PAYMENTS.
DECREASES IN THE INTEREST RATE WILL RESULT IN LOWER PAYMENTS.

This Ricer is made this . 28th. . dayof .. August. .. ........ , 19. .86, and is incorporated into and shall
be deemed to amend and supplement the Mortgage, Deed of Trust, or Deed to Secure Debt (the *‘Security Instru-

ment'’) of the same date given by the undersigned (the “‘Borrower’’) to secure Borrower’s Note to
. .SLAMATH. FIRST FEDEBAL SAVINGS AND. LOAN ASSOGIATION

Property Adc'ress

Modifications. In addition to the covenants and agreements made in the Security Instrument, Borrower and
Lender further covenant and agree ais follows:
A. INTEREST RATE AND MONTHLY PAYMENT CHANGES

The Note has an “Initial Interest Rate’ of .. 9. .%. The Note interest rate may be increased or decreased on the
1st.. day of the month beginning on Seprember, 1s and on that day of the month every
12. .. months thereafter.

Changgs in the interest rate are governed by chinges in an interest rate index called the ““Index”’. The Index is the:
{Check one boy: to indicate Index.)

(1) X* “Contract Interest Rate, Purchase of Previously Occupied Homes, National Average for all Major
Types of Leaders" published by the Federal Home Loan Bank Board.

[CAeck one bos to indicate whether there is any maximum |mit ¢n changes in the interest rate on each Change Date; if no box is checked there will
be no maximur1 limit on changes.)

(1) [ There is no maximum limit on changes in the interest rate at any Change Date.

{2) I The interest rate cannot be changed by more than . 1.0 percentage points at any Change Date.

If the interest rate changes, the amount of 13orrower’s monthly payments will change as provided in the Note. In-
creases in the interest rate will result in higher payments. Decreases in the interest rate will result in lower payments.
B. LOAN CHARGES

It could be that the loan secured by the Security Instrument is subject to a law which sets maximum loan charges
and that law is interpreted so that the interest o: other loan charges collected or to be collected in connection with the
loan would cxceed permitted limits. If this is thz case, then: (A) any such loan charge shall be reduced by the amount
necessary to reduce the charge to the permitted limit; and (B) any sums aiready collected from Borrower which exceed-
ed permitted limits will be refunded to Borrowsr. Lender may choose to make this refund by reducing the principal
owed under the Note or by making a direct paymant to Borrower.

C. PRIOR LIENS

If Lencer determines that all or any part of (lie sums secured by this Security Instrument are subject to a lien
which has priority over this Security Instrument, Lender may send Borrower a notice identifying that lien. Borrower
shall promptly act with regard to that lien as provided in paragraph 4 of the Security Instrument or shall promptly
secure an agreement in a form satisfactory to Lender subordinating that lien to this Security Instrument.

D. TRANSFER OF THE PROPERTY

If there is a transfer of the Property subje:t to paragraph 17 of the Security Instrument, Lender may require (1)
an increase in the current Note interest rate, or (2) an: increase in (or removal of) the limit on the amount of any one in-
terest rate change (if there is a limit), or (3) a chang: in the Base Index figure, or all of these, asa condition of Lender’s
waiving the option to accelerate provided in paragraph'17.

By signing this, Borrower agress to all of the above.

#% With a limit on the interest rate adjustments during the life of the loan of plus or
minus three (+/- 3.00) percentage points.

Juéy elton

 {f more then ome box is checked or {f no box is checked, and Lender and Borrower do no: otherwise agree in writing, the first Index namad will apply.
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STATE OF OREGON: COUNTY OF KLAMATH:

Filed for_record at request of i the 1.9:11v86 day
of Wgust A p. 19 86 at__ 3:05 oclock __P M., and duly recorded in Vol _____"=°0

Moz tguijes on Page 5648 . )
Zvelyn Biehn, Coupty Clerk é %’ »




