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The Funds shall be held in an institution whose deposits are insured by a federal agency, instrumentality, or enti§
(including Lender, if Lender is such an institution) or in any Federal Home Loan Bank. Lender shall apply the Funds to pay
the Escrow Items. Lender may 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. However, Lender may require Borrower to pay a one-time charge for an independent real estate tax
reporting service used by Lender in connection with this loan, unless applicable law provides otherwise. 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. Borrower and Lender may agree in writing, however, that interest shall be paid 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 all sums secured by this Security
Instrument.

If the Funds held by Lender exceed the amounts permitted to be held by applicable law, Lender shall account to Borrower
for the excess Funds in accordance with the requirements of applicable law. If the amount of the Funds held by Lender at any
time is not sufficient to pay the Escrow Items when due, Lender may so notify Borrower in writing, and, in such case
Borrower shall pay to Lender the amount necessary to make up the deficiency. Borrower shall make up the deficiency in no
more than twelve monthly payments, at Lender's sole discretion.

Upon payment in full of all sums secured by this Security Instrument, Lender shall promptly refund to Borrower any
Furds held by Lender. If, under paragraph 21, Lender shall acquire or sell the Property, Lender, prior to the acquisition or
sale of the Property, shall apply any Funds held by Lender at the time of acquisition or sale 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 any prepayment charges due under the Note; second, to amounts payable under
paragraph 2; third, to interest due; fourth, to principal due; and last, to any late charges due under the Note.

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 Lender all 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 in a 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 the
enforcement of the lien; 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 Property is subject to 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.

S. Hazard or Property Insurance. Borrower shall keep the improvements now existing or hereafter erected on the
Property insured against loss by fire, hazardsificluded within the term "extended coverage” dnd any other hazards, including
floods or flooding, for which Lender fequires insurance. This insurance shall be 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. If Borrower fails to maintain coverage described above, Lender may, at
Lender’s option, obtain coverage to protect Lender's rights in the Property in accordance with paragraph 7.

All insurance policies and renewals shall be acceptable to Lender and shall include a standard mortgage clause. Lender
shall have theright to hold the policies and renewals. If Lender requires; Borrower shall prompily give to Lender all receipts
of paid premiums and renewsal 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, insurance 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 answer 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 Security Instrument, whether or not then due. The 30-day period will begin when the notice is given. ‘

Unless Lender and Borrower otherwise agree in wriling, any application of proceeds o 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 the payments, If
under paragraph 21 the Property is acquired by Lender, 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. Occupancy, Preservation, Maintenance and Protection of the Property; Borrower's Loan Application;
Leascholds. Borrower shall occupy, establish, and use the Property as Borrower's principal residence within sixty days after
the execution of this 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
withheld, or unless extenuating circumstances exist which are beyond Borrower's control. Borrower shall not destroy,
damage or impair the Property, allow the Property to deteriorate, or commit waste on the Property. Borrower shall be in
default if any forfeiture action or proceeding, whether civil or criminal, is begun that in Lender's good faith Jjudgment could
result in forfeiture of the Property or otherwise materially impair the lien created by this Security Instrument or Lender's
security interest. Borrower may cure such a default and reinstate, as provided in paragraph 18, by causing the action or
proceeding to be dismissed with a ruling that, in Lender’s good faith determination, precludes forfeiture of the Borrower's
interest in the Property or other material impairment of the lien created by this Security Instrument or Lender's security
interest. Borrower shall also be in default if Borrower, during the loan application process, gave materially false or inaccurate
information or statements to Lender (or failed to provide Lender with any material information) in connection with the loan
evidenced by the Note, including, but not limited to, representations concerning Borrower's occupancy of the Property as a
principal residence. If this Security Instrument is on a leasehold, Borrower shall comply with all the provisions of the lease. If
Borrower acquires fee title to the Property, the leasehold and the fee title shall not merge unless Lender agrees to the merger
in writing.

Initials: (page 2 of 5 pages) Form 3038 9/90




7. Protection of Lender*
this Security Instrument, or there is g legal proceedin

proceeding in bankruptcy, probate, for condemnation
pay for whatever js p

fees and entering on the Property
Pparagraph 7, Lender 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 Lender agree to other te

8. Mortgage Insurance, If Lender required mortgage insuran
Instrument, Borrower shall

mortgage insurance coverage required by Lender lapses or
obtain coverage substantially equivalent to the mortg,

ce as a condition of making the Joan secured by this Security

intain the mortgage insurance in effect. If, for any reason, the
ceases to be in effect, Borrower shall pay the premiums required to

age insurance previously in effect, at a cost Substantially equival
the cost to Borrower of the mortgage insurance previously in effect, from an alternate mortgage insurer approved by Lender.

If substantially equivalent mortgage insurance coverage is not available, Borrower shall Pay to Lender each month a sum
equal to one-twelfth of the yearly mortgage insurance premium being paid by Borrower when the insurance coverage lapsed
. Lender will accept, use and retain these Ppayments as a loss reserve in lieu of mortgage insurance.
Loss reserve payments may no longer be required, at the option of Lender, if mortgage insurance coverage (in the amount and
for the period that Lender requires) provided by an insurer approved by Lender again becomes available and is obtained.
Borrower shall pay the premiums required to maintain mortgage insurance in effect, or to provide a loss reserve, until the
requirement for mortgage insurance ends in accordance with any written agreement between. Borrower and Lender or
applicable law.
9. Inspection. Lender or its agent may make reasonable entries upon and inspections of the Property. Lender shall give
Borrower notice at the time of or prior to an inspection specifying reasonable cause for the inspection.
10. Condemnation. 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, or for conveyance in lieu of condemnation, are hereby assigned and
shall be paid to Lender,

In the event of a totg] 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 in
which the fair market value of the Pro

perty immediately before the taking is equal to or greater than the amount of the sums
secured by this Security Instrument immediately before the taking, unless Borrower and Lender otherwise agree in writing,
the sums secured by this Security Instrument shall be reduced by the amount of the Pproceeds 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. In the event of a partial taking of the
Property in which the fair market value of the Property immediately before the taking is less than the amount of the sums
secured immediately before the taking, unless Borrower and Lender otherwise agree in writing or unjess applicable law
otherwise provides, the proceeds shall be applied to the sums secured by this Security, Instriment whether or not the sums are
then due.

If the Property is abandoned by Borrower, or
award or settle a claim for damages, Borrower
Lender is authorized to collect

Twise agree in writing, any application of proceeds to principal shall not extend or
i graphs 1 and 2 or change the amount of such payments.

11. Borrower Not Released; Forbearance By Lender Not a Waiver., Extension of the time for Payment or modification

i 0 any successor in interest of Borrower

iability of the original Borrower or Borrower's successors in interest. Lender shall not be

against any successor in interest or refuse to extend time for payment or otherwisa modify
amortization of the sums secured by this Security Instrument by reason of any d

emand 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.

12. Successors and Assigns Bound; Joint and Several Liability;
Security Instrument shall bind and benefit the Successors and assigns 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 Security Instrument; (b) is not personally obligated tc pay the sums

secured by this Security Instrument; and (c) agrees that Lender and any other Borrower may agree to extend, modify, forbear
or make any accommodations with reg i

Co-signers. The covenants and agreements of this
Lender and Borrower, subject to the provisions of

. 13. Loan Charges. If the loan secured by this Security Instrument j

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 fiecessary 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 under 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 the Note.

14. Notices. Any notice to Borrower provided for in this Securit
it by first class maj
Address or any other
to Lender's address
this Security Instrume

y Instrument shall be given by delivering it or by mailing
[ unless applicable law requires use of another method. The rotice shall be directed to the Property
address Borrower designates by notice to Lender. Any notice to Lender shall be given by first class mail
stated herein or any other address Lender designates by notice to Borrower. Any notice provided for in

t-shall-be deemed to have been given to Borrower or Lender when given as provided in this paragraph.

Initials: (.S~ 4 (page 3 of 5 pages) Form 3038 9/90




If Lender exercises this option,
less than 30 days from the date
Security Instrument, If Borrower fa;
remedies permitted by this Security Instrument without further
18. Borrower's Right to Reinstate, If Borrower mee
enforcement of this Security Instrument discontinued a1
applicable 1 i

I not apply in the case of acceleratio

19. Sale of Note; Change of Loan Servicer,

lnstrument) may be sold one or more times witho:

(known as the "Loan Servicer") that collects month

may be one or more changes of the

Borrower wil] be given written notj € in accordarice with Paragraph 14 above and applicable law, The notice
will state the name and address of the new Loan Servicer angd the address to which Payments should be made. The notice will
also contain any other informatjon required by applicable law,

20. Hazardous Substances, Borrower shall not cause or permit the presence, use, disposal, Storage, or release of any
Hazardous Substances on or in the Property, Borrower shall not do, nor allow anyone else to do, anything affecting the
Property that js in violation of any Environmenta] Law. The preceding two sentences shall not apply to the Presence, use, or
storage on the Property of smal] quantities of Hazardoys Substances that are generally recognized 16 be appropriate to norma)
residential uses and o maintenance of he Property.

Borrower shal promptly give Lender written

rther covénant and agree as follows:
21, Acceleration; to Borrower prior to acceleration following Borrower's breach of
any covenant or i i ut not prior ¢o acceleration under paragraph 17 unlesg applicable
default; (b) the action required to cure the default; (c) a date, not
is given to Borrower, by which the default must he cured; and (d) that failure to
ified in the notice may result in acceleration of the sums secured by this Security
inform Borrower of the right to reinstate after acceleration
r defense of Borrower to

incurred in PWrsuing
and costs of title evidence,
If Lender inve

and (c) any excess

(page 4 of 5 Pages) Form 3038 9/99




22. Reconveyance. Upén payment of all
reconvey the Property i
Instrument to Trustee,

remove Trustee and appoint a Successor trustee to any Trustee
the successor trustee shall succeed to all the title, power and
and by applicable law.

24. Attorneys' Fees, As used in this Security Instrument and in the Note, "attomeys’ fees” shall include eny attorneys'
fees awarded by an appellate court.

25, Rid, If one or more riders are executed by Borrower and recorded together with this

es)]

CI Adjustable Rate Rider O Condominium Rider (J1-4 Family Rider
[ Graduated Payment Rider OPlanned Unit Development Rider OIBiweekly Payment Rider

DI Balloon Rider CIRate Improvement Rider DISecond Home Rider
V. A, Rider Dl Other(s) [specify]

BY SIGNING BELOW, Borrower accepts and agrees to the terms and covenants contained in this Security Instrument
and in any rider(s) executed by Borrower and recorded with it,

STATE OF OREGON, KLAMATH County ss;
- day of /4~ y errerennd 19.23., personaily appeared the above named
JONES and DIANA B." JONES {and acknowledged the foregoing  instrument to be
voluatary act and deed.

My Commission Expires: Before
(Official Seal)

1CIAL SEAL i
SEEEN M. NKEGON
%0’ | NOTARY FUBLIC- OREGON
\ "/ COMMISSION NO. 431 Toc1696
YCDMMOQSIONEXNRES APR.20,

Initials: _\ &7 (bage 5 of 5 pages) Form 3038 9/90




‘2162

Loan Number: 30802172
Case Number: 240502

VA GUARANTEED LOAN RIDER

(For use with FNMA/FHLMC uniform instruments for
Veterans Administration guaranteed loans)

THIS VA GUARANTEED LOAN RIDER is made this 22ND day of JANUARY, 1993, and is
incorporated into and shall be deemed to amend and supplement a Mortgage, Deed of Trust or Deed to
Secure Debt (herein "security instrument") dated of even date herewith, given by the undersigned
(herein "Borrower") to secure Borrower's Note to U.S. BANCORP MORTGAGE COMPANY (herein
"Lender™) and covering the Property described in the security instrument and located at

1850 BIRCH STREET, KLAMATH FALLS, OREGON 97601.
(PROPERTY ADDRESS)

VA GUARANTEED LOAN COVENANT. In addition to the covenants and agreements made in the
security instrument, Borrower and Lender further covenant and agree as follows:

1. Federal Law Controlling. '

If the indebtedness secured hereby be guaranteed or insured under Title 38, United States Code,
such Title and Regulations issued thereunder and in effect on the date hereof shall govern the
rights, duties and liabilities of Borrower and Lender. Any provisions of the security instrument or
other instruments executed in connection with such indebtedness which are inconsistent with said
Title or Regulations, including, but not limited to, the provision for payment of any sum in
connection with prepayment of the secured indebtedness and the provision that the Lender may
accelerate payment of the secured indebtedness pursuant to Covenant 17 of the security instrument,

are hereby amended or negated to the extent necessary to conform such instruments to said Title or |
Regulations.

. Acceleration.

This loan is immediately due and payable upon transfer of the property securing such loan to any
transferee, unless the acceptability of the assumption of the loan is established pursuant to section
3714 of Chapter 37, Title 38, United States Code.

. Funding Fee.

A fee equal to one-half of one percent of the balance of this loan as of the date of transfer of the
property shall be payable at the time of transfer to the loan holder or its authorized agent, as
trustee for the /Department of Veterans Affairs. If the assumer fails to pay this fee at the time of
transfer, the fee shall constitute an additional debt to that already secured by this instrument, shall
bear interest at the rate herein provided, and, at the option of the payee of the indebtedness hereby
secured or any transferee thereof, shall be immediately due and payable. This fee is automatically
waived if the assumer is exempt under the provisions of 38 USC 3729(b).

. Processing Charge. .
Upon application for approval to allow assumption of this loan, a processing fee may be charged
by the loan holder or its authorized agent for determining the credit worthiness of the assumer and
subsequently revising the holder's ownership records when an approved transfer is completed. The
amount of this charge shall not exceed the maximum established by the Department of Veterans
Affairs for a loan to which section 3714 of Chapter 37, Title 38, United States Code applies.

. Indemnity Liability.
If this obligation is assumed, then the assumer hereby agrees to assume all the obligations of the
Borrower under the terms of the instruments creating and securing the loan, including the
obligation of the Borrower to indemnify the Department of Veterans Affairs to the extent of any

claim payment arising from the guaranty or insurance of the indebtedness created by this
instrument.

IN WITNESS WHEREOF, Borrower has executed the VA Guaranteed Loan Rider.

DENNIS D. JONES a DIANA B. JONES /

STATE OF OREGON: COUNTY OF KLAMATH:  ss.

Filed for record at request of Mountain Title Company the 29th day
of January AD.,19_92 a_ 11:51 o%lock A M., and duly recorded in Vol. _. MO3 .
- of Mortgages on Page 2157
Evelyn Biehn- County Clerk
FEE $ 35. 00 By Mo leme $C NN 22l P P
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