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= 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 applyirig 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 earnings on the Funds. Lender
‘shall'give to Borrower, :without charge, an antiual ‘accounting of the Funds showing credits and debits tc the Funds and the
purpose for which each debit to the Funds nade. The Funds aré pledged as additional security for the sums secured by
this Security Instrument. 5% RETE o T *

If the amount of the Funds held by Lender, together with the future monthly paymients of Funds payable prior to
the due dates of the escrow items, shall 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 not sufficient to pay the escrow items when due, Borrower shall pay to Lender any -
amount necessary to make up the deficiency in one or more payments as required by Lender.

Upon payment in fuli of all sums secured by this Security Instrument, Lender shall 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. . Unless applicable law provides otherwise, all. payments received by Lender under
paragraphs 1'and 2 shall be applied: first, to late charges due under the Note; second, to 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 shall 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 promptly furnish to Lenderall 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 obligation secured by the lien ina manner. acceptable to Lender; (b) contests in good
faith the lien by, or defends against enforcement of the lien in; legal proceedings which in the Lender’s opinion operate to

.prevent theenforcement of the lien or forfeiture of any part of the Property; or (c) secures from the holder of the lien an
agreement satisfactory to Lender, subordinating the lien to this Security Instrument. If Lender determines that any part of

‘the Propertyis subject fo a lien which may attain priority over:this Security Instrument, Lender may give Borrower a
notice identifying the lien. Borrower shall'satisfy the lien or‘take one or more'of the‘actions set forth above within 10 days
of the giving of notice. : : - : R

... ..5. Hazard Insurance. . Borrower shall keep the improvements now existing or hereafter erected on the Property
insured against 10ss by fire, hazards included within the term “extended coverage” and any other hazards for which Lender

res in: ce. This insurance shall be maintained in the amounts and for the periods that Lender requires. The
insurance catrier providing the insurance shall be chiosen by Borrower subject to Lender’s approval which shall not be
unreasonably withheld. b PR S s : ~

All'insurarice poli/cig’s,‘a‘hdv re‘x'le:vfralsf,shéll,yi)é'at::'@:’éb:tab:l_e‘ to Lender a‘n',d‘s‘h:a_l‘l include a standard mortgage clause.

Lender shall have the right to hold ‘policies and renewals. If Lender requires, Borrower shall promptly give to Lender
all receipts of paid premiums and renewal notices. In the event of loss, Borrower shall give prompt notice to 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, insuranice proceeds shall be applied to restoration or repair
«of the Property damaged, if the restoration. or.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 aniswér within 30 days a notice from Lender that the insurance carrier has
offered to settle a‘claim, then Lender may ‘collect the insurance proceeds. Lender may use the proceeds to repair or restore
the Property or to pay sums secured by this ecurity Instrument, whether or not then due. The 30-day period will begin

when the notice is given.

* . Unless Lender and Bo‘rrowex}. othérWise‘agréé i_n':‘;v:i,ting, any gp]:varlfica,tioﬁA of ﬁroceeds toprincipal shall not extend or
postpone the due date of the monthly payments referred toinparagraphs 1 and 2 or change the amount of the payments. If

under paragraph 19 the Property'is acquired by Lendér, Borrower’s right'to any insurance policies and proceeds resulting

from damage to the Property prior to the acquisition 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
change the Property, allow the Property to deteriorate or commit waste. If this Security Instrument is on a leasehold,
Borrower shall comply 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 agrees to the merger in writing. R

7. Protection of Lender’s Rights in the Property; Mortgage Insurance. If Borrower fails to perform the
covenants and agreements contained in this Security Instrument, or thereis a legal proceeding that may significantly affect
Lender’s rights in the Property (such as a proceeding in bankruptcy, probate, for condemnation or to enforce laws or
regulations), then Lender may do and pay for whatever is necessary to protect the value of the Property and Lender’s rights
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 enteri 1g on the Property to make repairs. Although
Lender may take action under this paragraph 7, Lender does not havetodoso. - PO

~-":"%, Any amounts disbursed by Lendér under this paragraph7shall become additional debt of Borrower secured by this
Security Instrument. Unless Borrower and L !

ess [ 'Lender agree to other terms of payment, these amounts shall bear interest from
<, 'the date éf»,disbursem'entfat.t}ic'Notéli‘ater and.shall be payable, with interest, upon: notice from Lender to Borrower
B »‘feque'sting_pgyrﬁqi:nt.' Lawrinns A S :




If Lender. required miortgage insuranice as a condi an‘secured by this Security-Instrument,
Borrower shall.pay the premiums required to maintain the insurance:in:effect-until such time as the requirement for the -
Insurance terminates in accordance with Borrower’s and Lender's written agre t or applicable law." -

8. Inspection,  Lender or its-agent ma S.U and inspections of the Property. Lender
shall give Borrower notice at the time of or prior to an inspection specifying reasonable cause for theinspection. 7 -
P ondemnation.  The proceeds of'any award or claim for damages, direct or consequential, in connection with
any condemnation or other taking of any-part of the Property, of for conveyance in lieu of condemnation, are hereby
assigned and'shall be'paid to Lenders: 175 Dipenn s v T i e e i :

In the event of a total taking of the Property, the proceeds shall.be applied to the sums secured by this Security
Instrument, whether or not then due, with any excess paid to Borrower. In the event of a partial taking of the Property,
unless Borrower and Lender otherwise agree in writing, the sums secured by this Security Instrument shall be reduced by
the amount of the proceeds multiplied by the following fraction: (a) the total amount of the sums secured immediately
before the taking, divided by (b) the fair market value of the Property immediately before the taking. Any balance shall be

paid to Borrower. IR o

If the Property is abandoned by Borrower, or if, after notice by Lender to Borrower that the condemnor offers to
make an award or settle 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 proceeds; atits option, either to restoration or repair of the Property or
to the sums secured by this Security Instrument, whether or not then due. . uoll :

Unless Lender and Borrower otherwise agree in writing, any application of proceeds to principal shall not extend or
postpone the due date of the monthly payments referred to in paragraphs 1 ‘and 2 'or change the amount of such payments.

10. Borrower Not Released; Forbearance By Lender Not a Waiver,* Extension of the time for payment or
modification of amortization of the sums secured by this Security' Instrument granted by Lender to any successor in
interest of Borrower shall not operate to release the liability of the original Borrower or Borrower’s successors in interest.
Lender shall not be required to commence proceedings against any successor in interest or refuse to extend time for
payment or otherwise modify amortization.of the sums secured by this Security Instrument by reason of any demand made
by the original Borrower or Borrower’s successors in interest. Any forbearance by Lender in-exercising any right or remedy
shall not be a waiver of or preclude the exercise of any right or remedy.

11. -Successors and Assigns Bound; Joint and Several Liability; Co-signers.  The covenants and agreements of
this Security Instfument shall bind and benefit the successors and assigns of Lender and Borrower, subject to the provisions
of paragraph 17..Borrower’s covenants and agreements shall.be joint and several. Any Borrower who co-signs this Security
Instrument but does not execute the Note: (a) is co-signing this Security Instrument only to mortgage, grant and convey
that Borrower’s interest in the Property under the terms of this'Secufity Instrument; (b) is not personally obligated to pay
the sums:secured by this Security Instrament; and (c) agrees that Lender and any other Borrower may agree to extend,
modify, forbear or make any ‘accommodations with regard to the terms of-this Security Instrument or:the Note without
that Borrower’s consent. ' il o TG s e nes e s L s ST Tania e :

12.:'Loan Charges: "If the loan'secured by this Security Instrument is subject to a.law which sets maximum loan
charges, and-that law is finally.interpreted so ‘that the interest or other loan charges. collected or to be collected in
connection- with: the loan.exceed: the permitted:limits; then: (a) -any:such loan charge shall be reduced by the amount
necessary. to reduce the charge to the permitted limit; and (b) any.sums already collected from Borrower which exceeded
permitted limits will be refunded to Borrower. Lender. may choose to make this refund by reducing the principal owed
undef the Note or by making a direct payment to Borrower. If a refund reduces principal, the reduction will be treated as a
partial prepayment without any prepayment charge under theNote.. =~ =~ "0 0 o o '

. 13." Legislation ‘Affecting Lendér’s Rights. " If enactment or expiration ‘of applicable laws has the effect of
rendering any provision of the Note or this Security Instrument forceable according to its terms, Lender, at its option,
may require immediate payment in full 'of all'sums sécured by’ is Security Instrument and may invoke any remedies
permitted by paragraph 19. If Lender exercises this option, Lender shall take the steps specified in the second paragraph of
paragraph 17~ < 0+ owene o R TR D S :

-~ 14, "Noticés." “Any notice to Borrower provided for in this Security Instrument shall be given by delivering it or by
mailing it by first class ‘mail unless applicablé’law: requires useof another method. ‘The fiotice shall be directed to the
Property Address or any other address Borrower designates by notice'to'Lender. Any notice to-Lender shall be given by
first class mail to Leénder’s address stated:h y other'address Lender-designates by notice to Borrower. Any notice
provided for'in this Security Instrimerit'shall be déemed to have been give to-Borrower or Lender when given'as provided
inthisparagraph. : i ‘ ‘ Vel ‘: EESEE S CL I A RSN Sl -’1 ¥ : N : ° : '

« 051 518, Governing Law; Severability.:* This Security Instrument shall be governed by federal law and the law of the
jurisdiction’in which the Property is located: In the event that:any: provision or clause of this:Security Instrument or the
* Note conflicts with applicable law; such-conflict shall:not affect other:provisions of this:Security Instrument. or.the Note
‘which can be given:effect: without the conflicting, provision: To-this end the provisions ofithis Security. Instrument'and the

Note are declared to be severable. iy s CEAEIY SRR 0y e b i e e FEETEI
\’& 16, Borrower’s Copy. - Borrower shall be given:one conformed copy'of;the'Nth and:of this Security Instrument.

17..~Transfer of the Property oria-Beneficial Interest in:Borrower.: - If ali*or-any..part -of the Property.or any
interest in it'is:sold or transferred (or-if a beneficiakintérest in Borrower:is sold or transferred and Borrower is not a'natural
‘person) without'Lender’s.prior written consent;:L'ender may, at-its option; require:immediate payment in full of all sums
secured by this Security Instrument.. However,:this option 'shall notbe exercised'by Lender if exercise is prohibited. by
federal law as of the date of this Security Instrument. =% 3 ENG gk b P b s S e
««20n.If Lender exercises this option;Lender- shall give Borrower:notice of acceleration. The riotice shall provide a period
of not less;than 30 days from the date the notice is delivered or mailed ' within-which Borrower must pay all sums secured by

this Security Instrument. If Borrower fails to'pay these sums prior to the expiration of this period, Lender may invoke any
remedies permitted by this Security 1 nstrument without further notice or.demand on'Borrower. ¢
20718, Borrower’s Right to Reinstate:: - If Borrower meets certain: conditions;. Borrower shall have the:right to have
enforcement of this'Security Instrument discontinued at.any time prior:to'the earlier.of: (a) 5 days (or such cther period as
applicable . law. may. specify for reinstatément); before sale of the Property pursuant to any power of sale contained in this
Security Instrument; or (b) 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 Instrument:and the-Note had . no acceleration
occurred; (b) cures-any ‘default-of:any ‘other-covendntsor ag X




: ) i | f i tice.may-result:in. acceleration of the sums
secured by this' Security Instrument and: sale_of the Property: The otice shall'turther inform:Borrower of the right.to
- reinstate after acceleration and. the rightito bring .a“court:action:to: assert the non-existence:of a default or any other
defense of Borrower toacceleration and sale. 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 any:other remedies permitted by applicable:law, Lender shall be entitled to
collect all-expenses-incurred in: pursuing the  remedies providedin ‘this: paragraph 19, including, but not limited to,

reasonable attorneys’ fees and costs of title evidence.. - IR IS R :

i If-Lender. invokes the :power of-sale; Lender shall execute:or cause Trustee:to execute a written notice of the
occurrence of an event of default and of: Lender’s election to'cause the Property to be sold arid shall cause such notice to be
recorded in each: county in which-any part of the: Property is located, Lender or Trustee shall give notice of sale in the
manner prescribed by applicable law ‘to- Borrower and to other persons prescribed by applicable law. After the time
required by applicable law; 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
Trustee determines. Trustee may postpone sale of all or any parcel of the Property by public announcement at the time and -
place of any previously scheduled sale. Lender or its designee may purchase the Property at any sale. :

-+ = Trustee shall deliver:to the purchaser Trustee’s deed conveying the Property witliout 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, Trusteeshall 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:a rieys’ fees;: (b)-to all sums secured by:this Security Instrument; and (c) any excess
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21 Reconveyance. Upon ums secured by this Security Instrument, Lender shall request Trustee to
Conivey the Property and shall surrender this Security Instrumént’and all 1 evidencing debt securéd by this Security
r 1 Ste y ey the Pro v nd'without charge to the person or persons
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executed by Borrower and recorded. loggtﬁer« with

‘of each such rider shall be incorporated into and shall amend and
<Insti nt'asif-the:rider(s) were“a’ part: of this: Security

BY::SIGNING-BELOW,; . Borrower accepts’ and-;agrees ;10: the ;termsand; covenants: contained. in: this Security

: Insthument,an;l!in any ridér(g) execu_téd;!)_y:BQ rower and recorded
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STATE OF OREGON COUNTY OF KLAMATH
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