SEND TAX NOTICE T0

LonnyEBeleymdumcyLBaley
POBox531
Merill, OR 97633

LINE OF CRED"' INSTRUMENT

LINE OF CREDIT INSTRUMENT (a) . Thrs Mortgage aLLINE OF CREDIT INSTRUMENT (b) The me)dmum principal amount to be advanced
ptrsuant to the Note is $795,000.00. (c) The term of lhe cradit agreement commences on the date of this Mortgege and ends on March 15, 1984,

THIS. MORTGAGE IS. DATED MARCH 31 1$93 between Lonny E Baley and Nancy L Baley, Husband and Wife,
whose address is PO Box 531, Merrill, OR: 97633 (referred to below as "Grantor”); and South Valley State Bank,
whose address is 801 Maln Street, Klomath ails, ORW"97601 (referred to below as "Lender") L

GRANT OF: MORTGAGE. For valuable conslderlllon Gromor mortgaoes and conveyo to Lender ail of ‘Grantor's right, title, end interest in end to:
tne following described real property, fogether with alf exjsﬂng or subsaguently érected or affixed bulldings, improvements and fadures; alt

rights 'of way, ‘and appurtenances; all water, water rights watsrcourses and ditch rights (including stock in utllities with diich or irgation rights); and al
other rights, royalties, and profits relating to thé rea! properfy. Including without. ﬁmltehon all minerals, off ofl, gas, geolherrnal and similar meﬂers !ocarp :

in Klamath County, State of Oregon (the "Resl, Property

-7 See attached Exhibit "A™ | . , e ’
The 'Real ‘Pro rty oriits: eddresa, eomr, ny nown as Highway 39 Men-m OR 97633 The Heal Property lex
identification number Is 4010 03400 01000, * “ "7+ :

Grantor presentfy aslgns to Lender all of Grantor’s right, title, end 6nteresl in end to all beses of the Property and alt Rents from the Propedy
addition, GreMor grants 16 Lender'a Uniform: Commerdel Code security inieresl in the Personel Property and Rents. :

oEFlNITIONs. The following words shall have the 'ollowlng meenlnqs when used !n this Mortgage Terms not otherwise defined in this Mortgage shall
nave the meanings atiributed lo such terms in the Uniform Commerdal Code.’ All references !o doiler emounts shafl mean emounfs in lawful :money of
‘ne United States of America. &
Borrower. The word "Borrower" means each end e\ery person or ently srgnmg lhe No!e meludmg wrlhout ﬁmrhhon LonE Beley Nancy L Baley,
Mark R Trolman end Dewn M Trolman
Gmlor. The word 'Granlor" maans: any end ell persons and entities execullng this Modgage, including without fimilation all Grantors named
~ above, ‘The Granior is the morigagor under this Mortgage. ‘Any Grantor who signs this Morigage, but does not sign the Note, is sighing this
Mortgage only to grant and convey that Grantor's intorest in the Real Property end to grant a security interest in Grantor’s interest in 1he Rents and
Personal Property to Lender and is not persona!ly Iiahle under the Note except as otherwise provlded by contract or law.
Guarentor.” The word “Guarantor” means end lneludes wrihout llmlteﬁon ; each and en of the guareniors. sureties, end eecommodaﬁonpemes in
connecﬂon wnh the lndebtedness ) f o 3
Improvement& The word 'lmprevemens" rneens and mcludes wlthout rmrtehon oB eudshng and future rmprovermnls ﬁxtures, buildings,
siruclures, mobile homes affixed on the Real Proped} feoahties. addltions and olher construction on the Reel Properly. )
lndeblodneu The word "lndeb!ednw means all principel and Irﬂerest payebie under the Note and ony amounts expended ‘or advanced by
Lender to discharge obligations of Grantor or expenses incurred by Lender 1o enforce obligations of Granlor under this Morigage, logether with
interest on such amounis as provided In this Morigsge. Specificaily, witliout Hmitation, this Morigage secures & revolving fine of credit,
~ which obllgoiee Lender to, mdre edvmcoe to Bomrwor 20 lonp as BoiTower oompnel with sll the \erme of the Note.
Londor The word "Lender" means South Vlﬂ'y Stah Bank. iis successors end esslgne Tha Lender is me rnoﬂgegee under this Morlgaqe

Morlgage. The word "Mortgage® means this Morigaje between Grenlor and Lender and ineludes wllhout limitation all assignments and security
inferest provrsmns relating to the Personal Propedy_and Renls, .. i
_Nole. .The word "Note” means the promissory note odit agneernenl dated Merch 3, 1993, in the original principal amount of
“$795, 000.00 from Borrower to Lender, fogether v renewals of, exlensions of, modifications ‘of, refinancings -of, consolidations of, and
_ substifutions for the promissory nots or agreement.; i f iNote is March. 5.1994 Thernteohnleredonﬁwﬂoteissubjedlo
" indexing, adjustment, rengwal, or renegohetion : : P

. Personal Property) The words "Persona! Properly” inean aft equlpment. ures, and other arﬁdesﬂ :"nal property now or_hereafler owned
: by Grentor. and now or hereafler atiactiod or eﬂ‘bred 16 tha Real Properlr toqether with all accessions, parls, end additions 1o, afl replacements of,




SRR e rpieng g Tyt g Tl B sl ge Sue H1F
vords noan the property, nterests and rights described above In the "Grant of Morigage” section.
.Relsted . Documents.. . The words Related. Documants™ mean and include without imitation ad promissory. noles, credit agreerents, loan

-agreaments, guaranties, sacurily agreements, mo:igages, dasds o rust; and all other instruments, agreements and documents, whether now or
© . Hereafter existing, executed In connection. fth the Indabledness.. . ; IR L : :

‘i;:ntg.l The wp(d "Reqls‘,", msans all pre and ints, reve ncome, lssues. royalﬁes, proﬁts. and other beﬁeﬁts derived from Ihe
‘s‘,‘uol,,.-,.!' f’ K 7"' . i R LS ; ’“ : B
Ti-lls MORTGAGE, INCLUDING THE ASSIGNMENT OF RENTS AND THE QEC!RITY INTEREST IN THE RENTS AND PERSONAL VPROPERTY, IS
GIVEN TO SECURE . {1) PAYMENT OF THE INDEBTEDNESS AND. (2) PERFORMANCE OF ALL OBLIGATIONS OF GRANTOR UNDER THIS
MORTGAGE AKD THE RELATED DOCUMENTS. THiS MORTGAGE IS GIVEN AND ACCEPTED ON THE FOLLOWING TERMS:
GRANTOR'S WAIVERS. Grantor walves &ll rights or defensas arising by reason of any "ona action™ or "anti-deficlency” law, or any other law which
may prevent Lander from bringing any action against Grantor, including a claim for deficiency to the extent Lender Is otherwise entitled to a claim for
deﬁcigrvncy,pe;fqr;e or qﬁe;{l;_ende(s_qor’lfnmgr‘_\qemgpt' or, gqmplgﬁon of any (qeéloSprq action, eithgr 1udk:la!|y or by exercise of a power of sale.
GRANTOR'’S REPRESENTATIONS AND WARRANTIES. : Grantor warrants that:: (a) this Morigage s execuled at Borrower’s request and nol at the .
request of Lender; - (b) Grantor has the full power and right to enter into this! Morigage and to hypothecate the Property; (c) Grantor has ‘established
adequate’ means of oblaining from-Borrower on a ccntinuing basis information about Borrower's financlal condition; and (d) Lender has made no
representation to Grantor about Borrower (including without limitation the credihﬂodhlness of mewa'r). LI T : :
PAYMENT AND PERFORMANCE. Except as othervise provided in this Morigage, Borrower shalt pay to Lender afl Indebladness sscured by this
Morigage as it becomes dus, and Borrower and Grantar shall stricty perform &M their respective obligalions under this Morigage.
" POSSESSION AND MAINTENANCE OF THE PROPERTY. : Granlor and Borrower agree thal Grantor’s possession and use of the Proparty shall be |
governed by the followlng p{gyl;{pns: o ¥ : i Ve : - : .

Possession and Usa. : Uniil in default, Grantor inay ramain in possession and control of and operate and manage the Property and collect the

_ Rents from the Properly. THIS INSTRUMENT WILL NOT ALLOW USE /OF THE PROPERTY.DESCRIBED IN THIS INSTRUMENT IN VIOLATION

‘- "'OF APPLICABLE LAND USE LAWS AND REGULATIONS. BEFORE SIGNING OR ACCEPTING THIS INSTRUMENT, THE PERSON ACQUIRING
" FEE'TITLE TO THE PROPERTY: SHQULD'CEFCK WITH THE APPROPRIATE CITY ORCOUNTY PLANNING DEPARTMENT TO VERIFY

‘APPROVED USES. "~~~ ™= { T :

“ Duty to Maintain. ' Grantor shall maintain the Property in fenantable condition and prompfly perform all repairs, replacements, and ihaintenance
necessary to preserve its value, 7 TR e o n e TR L T g R SR ; o :

° Hazardous Substances. The terms *hazardous. waste,” "hazardous substance,” *disposal,” “release,” and "threalened release,” as ‘used in this

> Mortgage, shall have the same meanings as set forth 'in the Comprehensive Environmental Response, Compensation, and Liabillty Act of 1980, a5
amended, 42 U.S.C. Section 9601, et seq. ("CERCLA"), the Superfund Amendments and Reauthorization Act of 1986, Pub. L. No. 99-499
("SARA"), the Hazardous Malerials Transportation Act, 49 U.S.C.  Section 1801, et seq., the Resource Conservation and Recovery Act, 49 u.s.C.
~ = Section 6901, et seq., or. other. applicable stato' or Federal laws, rules, of regulations adopled pursuant to any ‘of the foregoing. The terms

* mhazdrdous waste” and "hazardous substance” shall also Include, without limitation, petroleum and petroleum by—products or any frection thereof

“and asbestos.” Grantor represents and wamants to Lender that: ' (a) During the period of Grantor’s ownership of the Property, there has beenno
use; generation, manutacture, storage, treatment, disposal, release or threatened release of any hazardous waste or substance by any person on,

~ under, or about the Properly; (b) Grantor has no knowledge of, or reason to befieve that there has been, excep! as previously disciosed to ang

‘ acknowledged by Lender in writing, (i) any ute, generation, manufacture, storage, troatment, disposal, release, or threalened release of any
hazardous waste or substance by any prior ownars or occupants of the Property or (i) any actual or threatened litigation or claims of any kind by

" any person reiating to such matiers; and (c) Excsptas previously disclosed 16 and acknowledged by Lenderin writing, (i) neither Grantor nor any
tenant, contractor, agent or other authorized user of the Properly shall use, ‘generate, manufacture, store, treat, dispose of, -of release any

. nazardous waste or substance on, under, or atout the Property and (i) any such activity shall be conducted in compliance with all applicable
federal, state, and local laws, regilations and ordinances, including without fimitation those laws, regulations, and ordinances desciibed above.
Grantor authorizes Lender and its agents to en‘er upon the Properly o make such inspections and tests as Lender may deem appropriate to
determine compliance of the Property with this tection of the Morigage: Any inspactions or tests made by Lender shall be for Lender’s purposes
only and shall not be construed to create any responsibility or liability on the part of Lender to Grantor or to any other person. The represantations
and warranties contained herein are based on Grantor's due diligence in invesligating the Property for hazardous waste. Grantor hereby '(a)

- releases and waives any future claims against Londer for indemnity or ¢ontribution In the event Grantor becomes liable for cleanup ‘or other costs
under any such laws, and (b) agrees to indemnify and hold harmless Lender against any and all claims, losses, liabilities, damages, penalties, and
expenises which Lender may directly or indirectly sustain of suffer resulling ¥rom & breach of this section of the Morigage or as a consequance of -
any use, generalion, manufacture, storage, ditposal, release “of threatened release occumming prior to Grantor's ownership or -interest ‘in ‘the
Property, whether or not the same was or should have been known to’ Grantor. The' provisions ‘of this section of the Morigage, including the

- obligation to indemnify, shall survive the paymer t of the Indebtedness and the safisfaction and reconveyance of the lien of this Morigage and shall
not be affected by Lender's acquisition of any inlerest in the Property, w?‘«alhet by foreciosure or otherwise.

. -Nulaance, Waste. Grantor shall not cause, conduct or permit any nulsance nor commit, permit, or suffer nny stripping ‘of -or waste on or 1o the
_Praperty or any portion of the Property, Without imiting the generalily of the foregoing, Grantor will not remove, or grant to any other parly the
"“right to remove; any limbaer, mlnemls (including vil and gas), soll, gravetiof rock products without the prior writien consent of Lender.

Removal of Improvements. Grantor shall not Jemaiish or rmove any Improvements from the Real Property without the prior writien consent of

Lender. As a condition to the removal of any Improvements, Lender may require Grantor to make arrangements satistactory to Lender lo replace
such Improvements with Improvements of at leat equal value.. i § i :

Lender's Right fo Enter. Lender and fs agents and representatives may enter upon the Real Propety at all reasonable times 1o attend to
_Lender’s _lntqes!g qngj to Inspecl the Property for purposes of Grantor's compliance with the larm; and conditions of this Morigage.

"Compliance with Governmental Requirements. Grantor shall promptly comply with all laws, ordinances, and regulations, now or hereafter in
effact, of all governmental authorities applicable to'the use or occupancy of the Property. - Grantor may coritest in good falth any 'such law,
_ordinance, or regulation and withhold compliance during any proceeding, including appropriate appeals,'so long as Grantor has notified Lender in
‘writing’ prior to' doing so and so long &3, in Lender's sole opinion, Lender’s interests in the Property are not jaopardized. - Lender may require
,G}rgniorllq'posl, adequg@_e securily or a surety bond, reasonably satistactory to Lender, %o protect Lender’s interest.
__Duty to Protect.. Grantor agrees neither to abendon nor leave unattended the Property. Granior shafi do all other acts, in eddition ‘to those acts
sl forith above Ini this section, which from the claracter and use of the Properly are raasonably necessary 1o protect and preserve ‘the Property..

DUE ON SALE ~ CONSENT BY LENDER. Lender may, at Is option, declare immediately due and payable all sums secured by this Mortgage iponthe
sale_or transfor, ; {*the Lender’s prior written ¢onsant, of all or any part of the Real Property, or ary interest in the Real Property. ‘A “sale or .

o
0y




r X ya ! 3 ‘i “therein; ‘Whither 18gal quitable; whether voluntary ‘or linvoluntary; *
er 3Y QUTIGIL sale, deed, Inslaliment sale contrict, land cenlratt, ‘contract for deed, leasehold intardst with a term greater ‘than three (3) years,
l=ase—option’ contract, or by sale; assignme & ansfor of any beneficial intares! I or fo any land trust hbiding title 1o the Real Properly, ‘ot by any
other method of conveyance of Real Properly Interest. ‘I any.Grantor Is & corporation or partnership, fransfer aso inchides any change in ‘bwnership ‘of
more ian twenty—five percent (25%) of the voting'stock ‘or parinership interests; as the case may be, of Granior. However, this option Shall ‘not be
exercised by Lender if such axercise is prohibited by fsderal law orby Oregonilaw. . i1 - i '
TAXES AND LIENS.  The following provisions relating to the taxes and fiens on the Property are a part of this Mortgage. ‘
Payment. Grantor shall pay when du (and in al vants prior to'delinquiency) all taxes, payrofl taxes, special taxes, assessments, water charges
-;:»and sewer service charges levied against or on account of the Property, and shall pay when due aft claims for work done -on or for services
. .rendsred or material furnished to the Properly. ' Grantor shall maintain tha Property free of all liens having priority over or equal o the interest of
.. Lender under this Mortgage, except for the lien of taxes and assessments not dua, and except as otherwise provided in the following paragraph.’
.. Right To Contest. Grantor may withhold payment of any lax, assessmant, or. claim in conneclion with a good faith dispute over the abligation to .
pay, so long as Lender’s interest in ths Property is. not jaopardized. . if a lian arises or Is filed as a resutt of nonpayment, Grantor shall within fifieen
(15) days after the lien arises or, if a lien Is filed, vithin fiteen (15) days &fter Grantor has notice of the filing, secure the discharge of the iien, or if
requested by Lender, deposit with Lender cash or a ‘sufficient corporale surety bond or other security salisfactory 1o Lender in an amount sufficient
to discharge the lien plus any costs and aftorneys’ feas or other charges that could accrue as a result of a Toreclosure or sale ‘under the Hen. in
any contest, Grantor shall defend itself and Lendef and shall satisfy any adverss judgment before enforcement against the Property. Grantor shalt
name Lender as an additional obligee under any surely bond furnished in the contest proceedings. :

Evidence of Payment.  Grantor shall upon demand furnish to Lender satisfactory evidence of payment of the taxes or assessmenits and shall
guthbdze_thé appropriate governmantal official to: daliver to Lander at sny time a wriltan Statemenitof the taxes and assessments against the
Notica of Construction. : Grantor shall nolify Lender at least fifteen (15) days before any work is commenced, any services are fumished, or any
malerials are supplied to the Property, if any mechanic's lien, materialmen’s lien, or other lien could be asserled on accourit of the work, ‘services,
or: materials and the cost exceeds $1,000.00. - Grantor will upon request of Lender furnish to Lender advance assurances satisfaclory o Lender
-that Grantor can and wili pay the cost of such improvements. - . . | P v S -

YROPERTY DAMAGE INSURANCE. The following prcyision; relating to |nsur§n§ fhe Property are a part of this Morigage.

Meintenance of Insurance. Granlor shall proctre and maintain policies of fire Insurance with standard extended coverage endorsements on a
‘replacement basis for the full insurable value covaring all Improvementson the Real Propefly in an amount sufficierit to avoid application of any
coinsurance clause, and with a standard morigagoe clausa in favor of Lender. : Policies shall be written by such insurance companies ‘and in such
form as may be reasonably accepiable to- Lencer.: Grantor shall deliver-fo Lender ceriificales of coverage from each insurer containing :a
stipulation that coverage will not be cancelled or ciminished without a minimum of ten (10) days’ prior written notice to Lender and not containing
any disclaimer of the insurer’s fiability for faflure to give such notice. 'Should the Real Property at any time become located in an area ‘designated
by the Director of the Federal Emergency Management Agency as a special flood hazard area, Grantor agrees to oblain and maintain Federal
Flood Insurance, to the extent such insurance is required and is or becomes available, for the term of the foan and for the full unpaid iprincipal
balance of the loan, or the maximum limit of coverage that is available, whichever isless. . = =~ =~ = ° o

Application: of Proceeds. - Grantor shall promgtly notify Lender. of any foss or. damage to the Property # the estimated :cost of repair or
replacement exceeds $500.00. Lender may make proof of loss if Grantor fails to do so within fifteen (15) days of the casually. Whether or not
Lender's security is impaired, Lender may, at its eloction, apply the proceads to the reduction of the Indebtedness, payment of any lien ‘affecting
the Property, or the restoration and repair of the Froperty.” If Lender elects 1o apply the proceeds to restoration and repair, Grantor shall repair or
-replace the damaged or destroyed Improvements in a manner satisfactory fo Lender. Lander shall, upon salisfactory proof of such expenditure,
pay or reimburse Grantor from the proceeds for the reasonable cost of repair or restoration if Grantor is not in defauli hereunder. Any proceads
which have not been disbursed within 180 days atler their raceipt and whiich Lender has not commitied to the repair or restoration of the Property
shall be used first to pay any amount owing to Leénder under this Morigage, theri Yo prepay accrued interest, and the remainder, if any, shail be
appfied :o téle principal balance of the Indablednass.” If Lender holds any proceeds after payment in fult of the Indebledness, such proceeds shafl
bepaid,o fﬂnfof.;’;ﬁ‘ . A T A I R T [ I SR . R . : .

Unexpired Insurance at Sale. Any unexpired insurance shall inure to the benefit of, and pass to, the purchaser of the Property covered by this

Morlgage at'any trustee’s sals or other sale held urider the provisions of this' Morigage, or at any foraclosure sale of such Property. s .

:_Grantor’s Report on Insurance. Upon request of Lender, however not more than once a year, Grantor shall furnish to Lender a report ‘on each -~
existing policy of insurance showing: (a) the name of the insurer; ' (b) the Tisks insured; {c) the amount of the policy; (d) the property insured, the
then current replacement value of such property, and the manner of determining that value; and (e) the expiration date of the policy. ‘Granfor
shall, upon request of Lender, have an indspendert appraiser salisfactory'to Lender determine the cash value repiacement cost of the Property.

EXPENDITURES BY LENDER. I Grantor fails to comply with any provision of this Morigage, or if any action or proceeding is commenced that would
aterially: afiect Lender's: interests in the Properly, Lender on Grantor's behalf may, but shall not be required 1o, lake :any action that Lentler deems
ippropriate. Any amount that Lender expends in so doing will bear interest at the rate charged under the Note from the -date incurred orpaid by
Lender lo the dale of repayment by Grantor. All such expanses, al Lender’s option, will (a) be paysbls on demand, (b) be added to the baiance of the
Note and be apportioned among and be payable with rny Instaiment paymants to become dus during elther (1) the term of any applicable insurance
policy or - (i) the ramaining: term of the Nole, or: (¢) te Iraaled gs a balioon payment which will be due and payable at the Note's malyrity. This
Morigage aiso will secura payment of thess amounts. : The rights provided for in this paragraph shalt be in addition to any other rights or any remedies
0 which Lender may be entitfed on account of the defaift. 'Any such action byLender shalt not be construed as curing the default so as to bariLender
rom any remedy.that it otherwise would have had. =< <0 7w =g lut ! R I R L RO R

WARRANTY; DEFENSE OF TITLE. The following provisions relating to ownership of the Properly are a part of this Morigage.
Title, . Grantor. warrants. that:  (a). Grantor holds good and marketable it of record to the Property in fea simple, free and clear of all kiens and
encumbrances other than those sel forth in the Ra.if Property description or. in any title insurance policy, title report, or final titie opinion lssued in
favor of, and accepted by, Lender in connection wi:h this Morigage, and (P) Grantor has the full right, power, and authority to execute and defiver. -

- - “this'Mortgage to Lender. ~ : - ¢ B
Defense of Title.- Subject to the exception in the jeragraph above, Grantor wamants and will forever defend the title 1o the Property against the

. lawful claims of all persons.. In the avent any action or proceeding Is commanced that quastions Grantor’s title or the interest of Lender under this
-...Morigage,. Grantor shall defend the action at Graitor's expenss.. Grantor may be the nominal party in such proceeding, bul Lender shall be
. entitied to participate in the proceeding and fo be reprasented in the proceeding by counsel of Lender’s own choice, and Grantor will defiver, or
causé tc be delivered, to Lender such instruments s Lender may request rom time to fime to permit such participation.- *. » 5., ’

Compliance With Laws. - Grantor warants thal:the Property and Grantor's 1se of the Property complies with all existing ‘appiicable laws,




o ‘oidinaricés, and regulations of governmental author ties g
CONDEMNATION, The folowing provisiors relaing 1o condemnation of the Propery are a partof tis Morigage.
Apgiication of Nel Proceeds. If all of any part of 1he Properly is condemned by eminent domain proceedings or by any procesding of purchase
in lieu of condemnation, Lender may at tts elaction require that all of any portion of the net procaeds of the award be applied 1o the Indebtedness
the qw’ai'd after payment of all réasonable costs, ‘expenses,

o the repair or restoration of the Property.” The nel proceeds of the award shall mean
: and allorneys’ fees incurred by Lender in connaction with the condemnation.’. - g

Proceedings. | If any proceeding in tondemnation is filed,- Grantor shall promptly notify Lender in ‘writing, and Grantor shall promptly lake such
steps as may be necessary to defand the action and cbtain the award. Grantor may be the nominat party in such proceading, but Lender shall be
‘ entitled to participate In the proceeding and to be f3presented in the procsading by ¢counsal of its own choice, and Grantor will deliver cr cause fo
.’ be delivered to Lender such instruments as may be requested by it from time to time to permit such participation. Lo S
IMPOSITION OF TAXES, FEES AND CHARGES BY GOVERNMENTAL AUTHORITIES. ‘The following provisions relating to governmental taxes, fees
andcharges’a(eap;artof,thisMxortgage:‘§ T e Ll Lo SRR :
' Current Taxes, Feeg and Charges.. Upon requast by Lender, Grantor shall execute such documents in addition 1o this Morigage and lake
. : whatever cther action is requested by Lander.to perfect and continus Lendar’s lien on the Real Property. Grantor shall reimburse Lender for all
taxes,.as described below, together with all expenses incurred in recording, perfecting or continuing this Mortgage, including without limitation all
taxes, foes, documentary stamps, and other charges for recording or registering this Morigage. : : L ) :
" Texes. The following shall constitute taxes to which this section applies:! (a) a specific tax upon this type of Morigage or upon all or:any part of
the Indobtedness securad by this Morigage;: (b) a specific {ax on Borower ‘which Borrower is authorized of required to deduct from:payments on
the incebladness securad by this.type of Morigaga; (c) a tax,on this type of Morigage chargeable against the Lender or the holder of the Note;
.. and’ (d) a specific tax on all or any portion of the Indebledness or on payments of principal and interest made by Borrower. :
Subsequent Taxes. If any tax to which this section applies is enacted subsequent to the date of this Morigage, this event shall have the same
- effectas an Event of Default (as definad below), and Lender may exarcise any or all of its available remedies for an Event of Default as provided
below unless Grantor either (a) pays the tax belire it becomes delinquent, or (b) contests the tax as provided above in the Taxes and Liens
saction and deposits with Lender cash or a sufficient corporate surety bond or other security satistaclory to Lender. : :

SECURITY AGREEMENT; FINANCING STATEMENTS. : Tha following provisions relating to this Morlgage as a security agreement are a part of this

Mortgage.. ; i ¢ S LA ‘f"Le&‘ H R A : & et vl B : :
Security Agreement. This instrument shall constituts a security agreement fo the extent any of the Propety constitutes fixtures or other personal
property, and Lender shall have all of the rights of a‘:s,ecured'party under the Uniform Commercial Code as amended from time to time. -
Security Interest, Upon request by Lender, Grarlor shall execute financing statements and take whalever other action is requested by Lender to
perfect and continue Lender’s security interest in the Rents and Personal Property. . In addition to recording this Morigage in the real property
records, Lender may, at any time ‘and: without further ‘authorization from Grantor, file executed counterparls, copies or reproductions of this
Mortgage as a financing statement. Grantor shell reimburse Lender for all expenses incurred in perfecting ‘or eontinuing this security Interest.
Upon defauit, Grantor shall assemble the Persona! Property in 8 manner &nd at a place reasonably convenient to Grantor and Lender and make it
avalable to Lender wilin threo (3) days afler eceipt of written demand fom Lender. . . . SR i
Addrasses. ‘The maling addresses of Grantor, (debtor) and Lender (sacured parly), from which information concerning the security interest
granted by this Mortgage may be obtained (each:1s ;aqukad by the Uniform Commercial Code), are as stated on the first page of this Mortgage.

relating to further assurances and aftorney-in-fact are a ‘part of this

FURTHER' ASSURANCES; ATTORNEY—'IN—FACT.’ The following provisions

Morgage. - T e BT e e Ao T e

: Further Assurances. At any time, and from tive to ime, upon request of Lender, Grantor will make, execule and deliver, ‘or will ‘cause to be
made, executed or delivered, to Lender or to; Lendar’s designee, and when requested by Lender, cause to be filed, recorded, refiled, or
rerecorded, es the case may be, at such times and In such offices and places as Lender may deem appropriate, any and ali such morigages,
deeds of trust, securily deeds, securily agresmals, financing stalements; coninuation statements, instruments -of further assurance, cerlificates,
and other documents as may, in the sole: opink. ol Lender, be necessary or desirable in order lo effectuate, complets, iperfect,:continue, ‘or
preserve (a) the obligations of Grantor and Bonrawer under the Nots, this Mortgage, and the ‘Related Documents, and '(b) the liens and securiy
interests created by this Morigage &as first and prior fiens on the Properly, whether now owned or hereafler acquired by Grantor. ‘Unless prohibited
by taw or agreed to the contrary by Lender in w:iting, Grantor shall reimburse Lender for all cosis and expenses incurred in connaction with the
matars referved to in this paragraph. [E R T : L : '

[

to do any of:the'thvings referred fo/in the preceding parégraph, ‘Lender ‘may do so for and in the ‘name of
Grantor hereby lirevocably appoints Lender as Granlof’s attorney-in-fact for the purpose
desirable, in Lender’s sola opinion, to

FULL PERFORMANCE.  If Borrower pays all the Indebledness when due, and otherwisa performs all the obligations imposed upon Grantor under this__
Morigage, Lender shall exacule and deliver to Grantor a suilable satistaction of this Mortgage and suitable statements ‘of termination of any financing -
statement or: fle evidencing Lender’s security interest in the Rents and the Personal Properly. - Grantor will pay, if permitted by applicable law, any

DEFALLY. Each of the folowing, a the option of Lendsr, shall consilula an event of delault (Even of Defaur) under this Morigage:
* " Datsuft on Indebledness. Faiure of Bomower {3 make any payment when due on the Indebtedness. ' ‘ :
*_ Defaiit on Other Payments. Fallur of Grantof within the time required by this Morigage to imake any payment for taxes or insurance, or any
other payment necessary to prevept filing q! q,tgoﬁoct,_plschargo of any ken. ’
* Compilance Default. Failurs ta comply with an) “othar ferm, ‘obigation, covenant o condition contained in this Mortgage, the Note or In any of the
‘'Relaled Documents.  If such a failure Is curabla and i Grantor or Borrower has not been given a notice of & breach af the same provision of this*
’ ' Morlgage within the' preceding twelve (12) morihs, it may be cured (and no Event of Default will have occurred) i ‘Graritor ‘or Borrower, after
Lender sencs written rotice' demanding cure of ‘such faliure: (a) cures the failure within fifteen (15) days; or (b} if the cure requires more than
- fifteen (15) days, immediately iniiates steps’ \ificlent to cure the faliure and thereafter confinues ‘and mpletes all reasonable and:necessary
.-.rstepssufﬁcienttoproducacgmpﬂgnqaasgoqngmsesomblypmcﬁml; R PRI U ER RIS T N
. Breaches. ‘Any warmanty, representation or stalsment made. or furnished to Lender by or on behalf of Grantor or Bomower under this Morigage,
».-- - the Note or the Related Documents is, or at the time made of fumished was, lalse in any material respect. . LRt Al e
> Insolvency. The inscivancy of Grantor or Bommr. appoin!moin of a raceiver for any part of Grantor or Borrower's property, any assignment for

R




** the benefit of creditors, the commencement of ary proceeding under any bankruptcy or insolvency laws by or against Grantor or Borrower, or the .
dissolution or termination”of Grantor or Borower’s existence as a going business (if ‘Grantor ‘of Borrower is a business). Exceptito the extent

 prohibited by federal law or Oragon law, the death of Grantor or Borrower {it Grantor or Borrower is an individual) also shall constitute an Event of
Default under this Mortgage. - . . RS R i ce E :

", Foreclosure, Forfelture, etc. Commencament of foreclosure of forfeitura proceedings, whether by judicial proceeding, self-help, repossession or

- any other method, by any crediter of Grantor or by any governmental agency against any of the Property. However, this ‘subsection shallinot apply -~
+:in the event of a good faith dispute by Grantor gs o the validity or reasonableness of the claim which is the basis of the forectosure or forefeiture

2. Lender.:

proceeding, provided that Grantor gives Lender wiitien notice of such tj':lalm and furnishes reserves or a surety bond for the claim satisfactory'to
Breach of Other Agreement. Any breach by Grantor or Borower under the terms of any other agreement between Grantor or Borrower and
Lender that is not remedied within any grace padod provided thereiri, inciuding without limitation any agreement concerming any indebtedness ‘or
other obligation of Grantor or Borrower to Lender; whether existing now (or later. - . : :

Events Atfecting Guarantor. Any of the preceding events oceurs with fbéﬁéci}d”any_Gharﬁnlor of any of the Indebtedness or Such ‘Guarantor

< H

£ ‘died or becomes incompetent o any Guarantor 16vokes any guaranly of the Indebtedness.” Lender, at its option, may, but shall not bé required to,

permit the Guarantor’s eslate to assume unconditicnally the obligations arising under the guarenty in a manner satisfactory 1o ‘Lehder, -and. in
[ A ; F TR A L e TR e e

13" doing so, cure' the Event of Defautt. -

Insecurity. Lender in good faith deams itself inééc‘ure.* &

AIGHTS' AND REMEDIES ON DEFAULT. Upon tha occurrence of any Eveihtjof Defait and atany time thereafter, Lender, st s oplion, may exercise
any one or more of the following rights and remedies, gddition fo any other rights or [eﬂ!ediespwviéegt;y law: o i >

.and pay:

Accslerate Indebledness. Lender shall have the right atfts option without notice tb Horrower to declare the entire Indebledness immedialely due
lg.ylncluding any prepayment penalty, which Borrower would pe reqyirgﬂ 1o pay.. : ; :

- UCC Remedles. With regpsct toall or any panof the Personal Property, Lender shal have all trie rights and remedies of & secured party under

the Unitorm Commercial Code. <% . :

.. Coltect Rents. Lender shall have fhe right, without notice to Grantor or Borrower, t0-take possession of the Property and collect the Rents,

including amounts past due and t:npaid, and agply the net proceeds, aver and above Lender's costs, against the Indebtedness. n'furtherance of -

“. this right, Lender may require any tenant or other user of the Property to make payments of rent or use fees directly to Lender. if the Rents are
i+ collecied by Lender; then Grantor irmevocably dusignates Londer as Grantor's altorney-in-fact fo endorss instruments received in payment thereot

in the name of Grantor and o negotiate the same and collect the proceeds. Payments by tenants or cther users to Lender in‘responsa to Lender’s
demand shall salisfy the obligations for which thie payments are made, whether or not any proper grounds for the demand existed. Lender may
exarcise its rights under this subpaagraph sithef in person, by agent, or through a raceiver. . .- ’

Appoint Receiver. Lender shall have the right ‘0 have a receiver appointed to take possession of all or any part of the Propeity, with the power to
proiect and preserva the Properly, to operate it e Property preceding foreclosure or sale, and lo cofiect the Rents from the Property and apply the
proceads, over and above the cost of the recsivarship, against the Indebledness.  The raceiver may serve without :bond i permitiad by jaw.
Lender's right to; the appointment of a receives shall. exist whether or not the apparent value of the Properly exceeds the indebledness by a
§ql;§lqniigl amount.ﬁ\rpp!oymenrt‘by :l,ende;r shall not disqualily a person from serving as a receiver. -

Judicial Foreclosure. Lender may oblain a jucicisl decree foreciosing Granlor's interest in afl or any part of the Property.

Nonjudicial Sale.  If permitied by applicable la-v, Lander may foreciose Grantor’s inferest in al or in-any pari of the Persanal Propeity.or the Real
Properutybyponjudblglsale.;t, ER AR E B S R I I T N R PO P Cd

Deficlency Judgment. If permitted by applice ble law, Lender may obtain a judgmert for any deficiency remsaining in the Indebledness due o
Lender after application of all amounts recaived trom the exercise of the rights provided In this saction. ™ ’

Tenaricy at Sulterance.  If Grantor remalns n possession of fhe Property afer the Property is soid as provided above or Lender ctherwise
becomes entitied to possession of the Property upon default of Grantof, Grantor shall become a tenarit at sufferance of Lender ‘'or'the purchaser of
thie Propert; and shall, at Lender’s option, eithor (a) pay a reasonablée tental for the use of the Property, or  (b) vacale the Property immediately
upon the demand of Lender. " 11 ' T EE R TS S I AP AR :

Other Remedies. Londer shall have al fhef ights and remecics provided in tris Morigage or the Nole or avakable allaw o in equy.

Sele of the Property. To the extent permitiod by applicsble law, Grantor or Bomowsr hersby waive any and ali right lo have the propedy
marshalled. In exarcising ils rights and remedi¢s, Lender shall be tree 1o sell all or any part of the Property together or saparately, in one sale or by
separate sales. Lender shall be entitied to bid it any public sale on el of any portion of the Propery. :

Ty 3 AP ) -

Nofice of Sale. Lendar shall give Grantor reaconable notice of the time and place of any pubiic sale of the Personal Property or of the time after
which any private sale or other intended dispasition of tha Personal Property is 1o be made. Reasonable notice shall mean notice given a least
ten (10) days before the ime of the sale or disposition. ROl I A R : : : : :
walver; Election of Remedies. . A walver by any pary of a braach of a provision of this Morigage shalt nol constitule a waiver of or prejudice the
party’s rights otherwise to demarnd strict compllanca with that provision. or any other provision. Election by Lender 1o pursue any remedy shalt not
axclude pursuit of any other remedy, and an election to make expenditures or take action to performh an obfigation of Grantor or Borrower under
this Mortgage after fallure of Grantor or Borow a to perform shall not affect Lender’s right to declere a detauii and exercise its remedies under this
Mortgage. B Tor LN EO LN Lt R i R

Attorneys’ Fees; Expenses. If Lender Instilulos any sult or action o enforce any of the terms of this Morigage, Lender shail be eritiled to recover
such sum as the court may adjudge reasonatie &5 sttorneys’ fees, at trial and on any appeal. Whether or not any couri action is invotved, alt
reasonable axpenses incumed by Lender that In Lender's opinion are inecessary at any fime for the protection of its interest or the enforcement of
its rights shall become a part of the Indebtedntiss payable on demand and shall beaf interest from the date of expenditure until repaid at the Note
rale. Expenses covered by this paragraph inc! ude,, without limitation, however subject to any limils under applicable law, Lender’s attomeys’ fees

. and Lender's legal expenses whather or not there Is & lawsult, includihg attorneys’ fees Tor bankruplcy proceedings (including efforts to modity or

NOT
sale

vacale any automatic stay or injunction), eppails and any anticipated post-judgment coflection services, the cost of searching racords, -obtaining
titte reports {Including foreciosure reports), surveyors' reports, and appraisal fees, and fitle insurance, 10 the extent permitted by appiicable law.
Boower also will pay any court costs, in additon 10 all other sums prc}:vlded by law. | ; . .

ICES TO GRANTOR AND OTHER PARTIES.| y'nbncé under this Morigage, including without limitation any notice of default andg any::ﬁoticf_) of
1o Grantor, shall be In writing and shall be effective when actually delivered or, it mailed, shall be deemed effective whén depdsited in the United

States mall first class, registered mail, postage pregaid, directed 1o the adérasses shown near the beginning of this Morlgage. Any parly may change

-~ us address for notices under this Mortgage by giving formal written noﬁce to the othg( partias, specifying that the purpose of the notice is o change the




‘Amendments. This Morigage, logelher wﬂh any Rehted Documents. oonsﬁtubs the. enﬂre understending and agreement of the parties as lo the :
matlers set forth in this Morigage.  No alieration of or:amendment fo this Modgeqe shel be eﬁecﬁve unless given In wnimg and signed by lhe
parly or parBes soughr tobe charged or bound hy the onemtlon or amendment. :

Annual’ Reporu. if the Property 'Is used for purposes othor than Grantors resldence. Granlor shali fumlsh lo Lender upon request, a ceitified
statement of net operating income received from the Property during Grentor’s previous fiscal year in such form and detail as Lender shall require.
“Net operaﬂng lncome shall mean all cash reodpts from lhe Properly less al eash expendrtures made in connec‘hon with the opereﬁon o' the
Praperty :

Appllcable Law. Thls Mortgage hu beon ddlvued lo Lender and: aooepledjby Lender ln the sule of Oregon Thls Ilorlgege shall be
governed by and conwued in accordance with the laws of the sure of Oregon. -

Capﬂon Headlngs. Capﬁon heedlngs in lh& Morlgage are for convenienoe purposes on!y and are not to be used lo interpret or define the
provlsions of lhrs Morlgage

Mergsr. ,There shall be no merger of the Intere;t or eslale oreeled by ihls Mortgage wrth any other |nterest or eslale in the Property al any time
held by or for the beneﬁt of Lender in any caped'y. withoul the, wnﬂen consenl of Lender. -

“MuﬂIple Parties. All obllgahons of Granlor and Borrower under this Mongagesheu be ;ornt and severa! and all referenoes to Grantor shall mean
each and every Grantor, and all references to Bcrrower shall mean eech and every Borrower Thrs means that each of the persons signing below
is respons«ble for all obllgaﬁons inthis Modgege

Severablllty ‘a court of compstent jurisdiclion finds any provrsron of lhls Morlgage to be mvalrd or unenforceable as to any person or
circumstance, such finding shall not render that provision invalid or unenforceable as to any other persons or circumstances. ‘If fsasible, any such
offending provision shall be deemed to be modifed to be within the limils of enforceability or va!io"rty- however, if the offending provision cannol be
s0 modified, it shafl be stricken and ali other pro\islons of this Morigage! inal other respects shalt in valid and enfi

Succeseors and Assigns. Sub}ect to the fimitations’ statad in this Mor!qage on transfer of Grantoi’s interest, this Mongege shall be binding upon
and Inure to'the benefit of the parties, thelr sticcussors and assigns.” If ownership of the Properly bacomes vesled in a person other than Grantor,
Lender,. without notice to Grantor, may deal with Grantor's successors with reference to this .Morigage and the lndebiedness ‘by way of
forbearanoe or extension wrthout reloasing Granlor from the obligations of this Morigage or Hability under the Indebledness.

Walver of Homesiead EXempllon. ‘Grantor hereby re!eases and wuives all rights and benefits of the homesiead exemption taws of the S'a!e of
Oregon as to all Indebtedness secured by this Morlgage .

Walvers and Consents. Lender shall not be d;emed to have wmved any nghts under this Morlgaoe (or under the Relaled Documents) unless
such. walver is in wriling and signed by Lender; ; No delay. or omission;on the part of Lender in exarcising any right shall operate as a -waiver of
such right or any other right. : A waiver by any parly of a provision of this Mortgage shall not constitute a waiver of or prejudice the party’s right
otherwise to demand strict compliance with that provision or any other provision. : No prior walver by Lender, nor any coursa of dealing between

* Lender and Grantor or Borrower, shall constituta a waiver of any of Lender's rights or arty of Grantor or Borrower’s obfigations as'to any future
fransactions. - :Whenever consant by Lender i3 ‘required in this Morigage, the granﬁng of such consent by Lender in any instance shall not
consiﬂule conﬁnulng consenr to subsequem where such consent is reqmred 2

EACH GRANTOR ACKNOWLEDGES HAVING REI.D_‘_ALL THE PROVISIONS OF THIS MORTGAGE, AND EACH GRANTOR AGREES 70 ITS

) HON NO. 000653
WY COMMISSION EXPIRES AUG.1, ¢

On th!s day hefore me,, the unders!gned Notary Publlc"personaﬂy eppearod Lonny E Bdey md chy L Badey, 10 me known 1o be the individuals
describad in and who exacuted tha Morigage, and at knowiodged that thay & igned e Mortg&ge as !herr h;e and voluniary act end deed, for the uses
i andpurpoeeslherein mentioned. - i s :
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{FLEGAL DESCRIPTION

A tract of land 51tuated -ins the SEl/4 of Section 34, Toﬁnsnlp 40
South, Range 10 East of the 'Willamette Meridian, 'in the County of,
Klamath, State of Otegon, more partlcularly descrxbed as follows.

Beg1nn1ng at a poznt on the Easterly rlght of uay 11ne ‘of State
Highway: 39 from whlch the' South quarter corner of Section 34 bears
* "South 09 degreesi14': 10" West 2092'91 ‘feet; thence South 89 degrees
45' 16" East; along an- ux15t1ng fence, 1261.58 feet; ‘thence South 00
degrees 14' 44" West 213.00: ‘feet; thence North 89 degrees: 45 16" West
-1036.37 feet’ to the: Easierly rlghtiof ‘way ‘line of said h1ghway.
“thence:North 46 degree i l' 00" West 309 98 feet to the. polnt of
begxnnlng.v:, e : LR P A T 3 L T

:jTax Account N°"fi4°i°i§340¢30ldqo§5‘
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