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of the Property, shall apply any Funds held by L:nd at the time of :cquisition or sale as a credit against the sums secured by
this Security Instrument. ‘ " e

3. Apglication of Payments. Unless applicsble 1w provides oth :rwise, all payments teceived by Lender under paragraphs
1 and 2 shall be applied: first. to any prepayment charges due under he Note; second, to amounts payable under paragraph 2:
third, to interest due; fourth, to principal due; awl lasi . to any late cha-ges due under the Note.

4. Chiarges; Liens. Borrower shall pay all taxe:, assessments, ¢ harges, fines and impositions atcributable to the Property
which may attain priority over this Security lns runy-nt, and leaseho d payments or ground rents, if any. Borrower shall pay
these obligations in the mannet provided in parag rap? 2, or if not pa:t in that manner, Borrower shall pay them on time directly
to the person owed paynient. Borrower shall proaptt furnish to Leader all notices of amounts to be paid under this paragraph.
If Borrower makes these payments directly. Borrower shall promptly 1 urnish to Lexnder reccipts evidencing the payments.

Borrower shall promptly discharge any lien whu b has priority o ser this Security Instrument unless Borrower: (a) agrees in
writing to the payment of the obligation secured by 1€ lien in a mar er acceptable to Lender; (b) contests in good faith the lien
by. or defunds against enforcement of the lien in. legal proceedin::s which in the Lender’s opinion operate to prevent the
enforcemerd of the lien: ur (c) secures from the hold ;1 of the lien ao agreement satisfactory to Lender subordinating the lien to
this Security Instrument. If Lender determines that aay part of the Froperty is subject to a lien which may attain priority over
this Security Instrument, Lender may give Bormwer a notice identif ing the lien. Borrower shall satisfy the lien or take one or
more of the actions set forth above within 10 davs of the giving of no dce.

5. Hazard or Property Insurance. Borow:- shall keep the improvements now existing or hereafter erected on the
Property insured against loss by fire. hazards iochuted within the « mm nextended coverage" and any other hazards, including
floods or {looding, for which Lender requires isurz nce. This insur nce shall be maintained in the amounts and for the periods
that Lender requires. The insurance carrier providis g the insuranc: shall be chosen by Borrower subject to Lender’s approval
which shail not be unreasonably withheld. If DBorc wer fails to ma ntain coverage described above. Lender may, at Lender’s
option, obtain coverage (O protect Lender’s rights in the Property in wccordance with paragraph 7.

All insurance policies and renewals shall be :cceptable to Le «der and shall include a standard mortgage clause. Lender
shall have the right to hold the policies and ren:wal:.. If Lender req ires, Borrower shall promptly give to Lender all receipts of
paid premiums and renewal notices. In the evert of oss, Borrower ¢ aall give prompt notice to the insurance carrier and Lender.
Lender may make proof of loss if not made pro nptl - by Borrower.

Unless Lender and Borrower otherwise agree i a writing, insut.mce proceeds shall be applied to restoration or repair of the
Property damaged, if the restoration or repair i eco aomically feasitle and Lender’s security is not lessened. If the restoration or
repair is 1ot economically feasible or Lender’s sect rity would be k ssened, the insurance proceeds shall be applied to the sums
secured by this Secunty Instrument, whether or 2t then due, wih any excess paid to Borrower. If Borrower abandons the
Property, or does not answex within 30 days ¢ not ce from Lender that the insurance carrier has offered to settle a claim, then
Lender nuy collect the insurance proceeds. |endit may use the proceeds to repait Of restore the Property of to pay sums
secured by this Security Instrument, whether o - not then due. The 3 )-day period will begin when the notice is given.

Unless Lender and Eorrower otherwisc agrez in writing, a4y application of proceeds to principal shall not extend or
postpone the due date of the monthly payment: refe tred to in paray aphs 1 and 2 or change the amount of the payments. If under
paragraph 21 the Praperty is acquired by Lomde, Borrower’s right to any insurance policies and proceeds resulting from
damage to the Property prior to the acquisitior shil | pass to Lender to the extent of the sums secured by this Security Instrument
immediacely prior to the acquisition.

6. Cccupancy, Preservation, Maintenan ce :vid Protection o the Property; Borrower’s Loan Application; Leaseholds.
Borrower shall occupy. establish, and use the Prop:rty as Borrows!’s principal residence within sixty days after the execution of
this Security Instrument and shall continue to ocuipy the Property as Borrower’s principal residence for at least one year after
the date of occupancy, unless Lender otherwi s a¢ rees in writing, which consent shall not be unreasonably withheld, or unless
extenuating circumstances exist which are teyord Borrower’s Lontrol. Borrower shall not destroy, damage or impair the
Property, allow the Property 10 deteriorate, or uommit waste on the Property. Borrower shall be in default if any forfeiture
action or proceeding. whether civil or criminid, is begun that in 1 ender’s good faith judgment could result in forfeiture of the
Property or utherwise materially impair the lien oreated by this Se -urity Instrument ot Lender’s security interest. Borrower may
cure such a default and reinstate, as provided in paragrph 18, b ausing the action or proceeding to be dismissed with a ruling
that, in Lender's good faith determination, precudes forfeiture Of the Borrower's interest in the Property or other material
impaimment of the lien created by this Secwity Jastrument or 1xnder's security interest. Borrower shall also be in default if
Borrower, during the loan application proces, g3/ materially fi se or inaccurate information or statements to Lender (or failed
to provide Lender with any material inform: ion) in connection with the loan evidenced by the Note, including, but not limited
to, representations concerning Borrower’s oc ;upd €y of the Prope tty as a principal residence. If this Security Instrument is on a
leaschold, Borrower shall comply with all the orovisions of tre lease. 1f Borrower acquires fee title to the Property, the
leasehold and the fee tide shall not merge unless | ender agrees ta the merger in ‘writing.
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7. Protection of Lender’s Rights in #1¢ Property. If Borr wer fails to perform the covenants and agreements contained in
this Security Instrument, or there is a legal procteding that ma\ significantly affect Lender’s tights in the Property (such as a
proceeding in bankruptey, probate, for con femr ation or forfeid e or to enforce laws or regulations), then Lender may do and
pay for whatever ix necessary to protect th: value of the Propety and Lender’s rights in the Property. Lender’s actions may
includ: paying any sums secured by a lien which has priority over this Security appearing in court, paying
reasonible attorneys® fees and entering on die Pr i
7. Lender does not have to do so.

Any amounts disbursed by Lender uide- this paragraph 7 siall become additional debt of Borrower secured by this
Security Instrument. Unless Borrower and | end.r agree to othar terms of payment, these amounts shall bear interest from the
date of dishursement at the Note rate and shall be payable, wih interest, upon notice from Lender to Borrower requesting
payment,

8. Mortgage lnsurance. If Lender reqiire. mortgage insur nce as a condition of making the loan secured by this Security
Instrument, Borrower shall pay the premiwos r-quired to maiwain the mortgage insurance in effect. If, for any reason, the
mortgage insurance coverage required by Lender lapses or cease: to be in effect, Borrower shall pay the premiums required to
obtain voverage substantially equivalent to die 1) rtgage insurary » previously in effect, at a cost substantially equivalent to the
cost i Borrower of the morigage insurance prer iously in effect from an aliernate 1mortgage insurer approved by Lender. If
substanzally equivalent mortgage insurance (over age is not avail: ble, Borrower shall pay to Lender each month a sum equal 0
one-twelfth of the yearly mortgage insurance prer um being patd by Borrower when the insurance coverage lapsed or ceased to
be in effect. Lender will accept, use and retaia the se payments a« 4 loss reserve in lieu of mortgage insurance. Loss reserve
payments may no longer be required, at the ( ptioit of Lender, if ¢ lortgage insurance coverage (in the amount and for the period
that Lerder requires) provided by an insurer app oved by Lendr again becomes available and is obtained. Borrower shali pay
the prenums required to maintain mortgage ‘osur mce in effect, o - to provide a loss reserve, untl the requirement for mortgage
insurance ends in accoreance with any writter agr ement betweer: 3orrower and Lender or applicable law.

9. Inspection. [ender or its agent may mul e reasonable en res upon and inspections of the Property. Lender shall give
Borrower notice at the time of or Priur to an i 1spe tion specifying easonable cause for the inspection.

10. Condemnpation. The proceeds of 41y a vard or claim for damages, direct or consequential, in connection with any
condermration or other taking of any part of the ?-operty, or for conveyance in lieu of condemnation, are hereby assigned and
shall be 3aid to Lender.

[n 1he event of a 10tal 1aking of the Propurty the proceeds sha (1 be applied to the sums secured by this Security Instrument,
whether or not then Jduve, with any excess paid to Borrower. In 2 event of a partal wking of the Property in which the fair
market value of the Property immediately before (1e taking is equ dl to or greater than the amount of the sums secured by this
Security [nstrument immediately before the taling, unless Borrows and Lender otherwise agree in writing, the sums secured by
this Security Instrument shall be reduced by the amount of the :woceeds multiplied by the following fraction: (a) the total
amoumt of the sums secured immediately befire o e taking, divik d by (b) the fair marker 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 befi re 1t e taking is less han the amount of the sams secured immediately before the
wking, ualess Borrower and Lender otherwise agree in writing or nless applicable law otherwise provides, the proceeds shall
be applied to the sums secured by this Security Insa ument whether « r not the sums are then due.

If the Property is abandoned by Borrower, or i, after notice ty Lender to Borrower that the condemnor offers to make an
award or settle a claimn for damages, Borrowtr fuls to respond « Lender within 30 days after the date the notice is given,
Lender is authorized to collect and apply the proces s, at its option, either to restoration or repair of the Property or to the sums
secured by this Security Instrument, whether o not chen due.

Unless Lender and Borrower otherwise agree in writing, aoy application of proceeds to principal shall not extend or
postpone the due date of the monthly payments refe: red to in parag phs | and 2 or change the amount of such payments.

11. Borrower Not Released; Forbearant ¢ By Lender Not 2 Waiver. Extension of the time for payment or modification
of amortization of the sums secured by this Security Instrament granced by Lender to any successor in interest of Borrower shall
not operatz to release the liability of the origine | Bo-tower or Borro ver’s SUCCesNOrs in interest. Lender shall not be required to
commence proceedings against any successor ip inte rest or refuse to extend tme for paymeent or otherwise modify amortization
of the suras secured by this Security Instrum:nt by reason of an/ demand made by the original Borrower or Boriower's
successors in interest. Any forbearance by Lender ia 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; Joiat und Several Liability; Co-signers. The covenants and agreements of this
Security Instrument shall bind and benefit the succsssors and assipus of Lender and Borrower, subject to the provisions of
paragraph 17. Borrower's covenants and agreements shall be join aed several. Any Borrower who co-signs this Security
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lostrument but does not execute the Note: (a) is co- sign ng this_Securic) Instrument’ only. to mortgage, grant and convey that
Rorrower’s interest in the Property under the terms of ths Security Instrment; (b) is not personaily obligated to pay the sunis
cecured by this Security Instrument; and (c) agrees dat 1 :nder and any ot her Borrower may agree to extend, modify, forbear or
juake any accormodations with regard to the terms f tki s Security Instrument OF the Note without that Borrower's consent.

13. Loan Charges. If the loan secured by this Seurity Instrumend is subject to a law which sets maximum loan charges,
and that law i finally interpreted so that the intere it ot other loan char zes collected or to be collected in connection with the
loan exceed the permitted limits, then: (a) any such loar charge shall be reduced by the amount necessary to reduce the charge
1o the permitted fimit; and (b) any sums already collect-d from Borrow r which exceeded permitted limits will be refunded to
Borrower. Lender may choose to make this refund by reducing the [ rinci Note or by making a direct
payment to Borrower. If a refund reduces principal, the reduction  ¥ill a prepayment without any
prepayment charge under the Note.

14. Notices. Any notice to Borrower provided for in this Security (nstrument shall be given by delivering it or by mailing
it by first class mail unless applicable law requires use f another meths d. The notice shail he directed t0 the Property Address
or any other address Borrower designates by notce {y Lender. Anv ootice to Lender shall be given by first class mail to
Lender’s address stated hercin or any other addrets ice to Borrowsr. Any notice provided for in this
Security Instrument <hall be deemed to have been given to Borrower o¢ _ender when given as provided in this paragraph.

15. Governing Law; Severability. This S xcwiy Instrument «nall be governed by federal law and the law of the
jurisdiction i1 which the Property is located. In die ¢y ent that any pre vision or clause of this Security Instrument or the Note
conflicts with applicable law, such conflict shall ot ad ct other provis ons of this Security Instrument or the Note which can be
given effect vithout the conflicting provision. To this end the provisu os of this Security Instrument and the Note are declared
to be severable.

16. Barrower’s Copy- Borrower shall be given cne conformed ¢ py of the Note and of this Security Instrument.

17. Transfer of the Property or a Beneficil Iaterest in Borrovier. If all or any part of the Property 0f any interest in it
is sold or trnsferred (of if a beneficial interest iv Borower is sold ot wansferred and Borrower is not a natural person) without
Lender’s prior written consent, Lender may, at its )ption, requir: immediate payment in fall of all sums secured by this
Security lastument. However, this option shall oot be exercised by 1« nder if exercise is prohibited by federal law as of the date
of this Security Instrument.

If Lender exercises this option, Lender shal giv: BOITOWET DOt i e of acceleraton. The notice shall provide a period of not
less than 30 days from the date the notice is duliver ed or mailed  thin which Borrower must pay all sums secured by this
Security Instrument. 1f Borrower fails to pay the-e su-ns prior to the ¢ xpiration of this period, Lender may invoke any remedies
permitted by this Securiry Instrument without fur ther aotice or deman | on Borrower.

18. Borrower’s Right to Reinstate. If Borower meets cerin conditions, Borrower shall have the right to have
enforcement of this Security Instrument disconinue 1 at any time jor to the earlier of: (&) 5 days (or such other period as
applicable law may specify for reinstatement) befo e sale of the Froperty pursuant to any power of sale contained in this
Security lpstrument; or (b) entry of a judgment «nfor sing this Security Instrument. Those conditions are that Borrower: (a) pays
Lender afl sums which then would be due under thi s Security Instn ment and the Note as if no acceleration had occurred; (b)
cures any default of any other covenants OF ag [€e10 >nts; (c) pays a'l expenses incurred in enforcing this Security Instrument,
including, but not limited to, reasonable attorn wys iees; and (d) t:d es such action as Lender may reasonably require to assure
that the livn of this Security Instrument, Lende s ¢ ghts in the Prop2rty and Borrower’s obligation to pay the sums secured by
this Security Imstrument shall continue unchangel. Upon reinst itement by Borrower, this Security Instrument and the
obligations secured hereby shall remain fully ¢ fecove as if no acce eration had occurred. However, this right to reinstate shatl
not apply in the case of acceleration under par; mapt 17.

19. Sate of Note; Change of Loan Se-vicer. The Note cr a partial interest in the Note (together with this Security
Instrumert) may be sold one or more times wit 10ut prior zotice to f orrower. A sale may result in a change in the entity (known
as the "Loan Servicer”) that collects monthly paypyats due under 1€ Note and this Security Instrument. There also may be one
or more ¢ hanges of the Loan Servicer unrelateti to ¢ sale of the No . If there is a change of the Loan Servicer. Borrower will be
given written jotice of the change in g ceordan e wih paragraph 144 \bove and applicable law. The notice will state the name and
address of the new Loan Servicer and the aderess © which payue ats should be made. The notice will also contain any other
information required by applicable law.

20. Hazardous Substances. Borrower :hall not cause or ¢ gnit the presence, use, disposal, storage. or release of any
Hazardous Substances on or in the Property. Borrower shall nct do, nor allow anyone else to do, anything affecting the
Property that is in yviolation of any Environnentd, Law. The pret :ding two sentences shall not apply to the presence, use, Of
storage on the Property of small quantides o Hit .ardous Substan: es that are generally recognized to be appropriate 10 pormal
resident.al uses and 0 maintenance of the Property .
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governmental or regulatory agency or private party

of which Borrower has actual knowledge. If Forro , O i Yy any governmental or regulatory authority, that
any repioval or other remediation of any Hazu dous Substance affec ding the Property is necessary, Borrower shall promptly take
all necessary remedial actions in accordance with Ejwironmental Ly v,

As used in this paragraph 20, "Hazardovs Su bstances” are those substances defined as toxic or hazardous substances by
Environmental Law and the following substa acex: gasoline, ken sene, other flammable or toxic petroleum products, toxic
pesticidss and herbicides, volatile solvents, m: eriz 5 containing asb. :stos or formaldehyde, and radioactive materials, As used in
this paragraph 20, "Euvironmental Law" mea1s federal laws ancd ‘aws of the Jurisdiction where the Property is located that
relate to bealth, safety or environmental protection

NOM-UNIFORM COVENANTS. Borrower 21 d Lender furthe covenant and agree as follows:

21. Acceleration; Remedies. Lender shi fl give notice to B rower prior to acceleration following Borrower’s breach
of any covenant or sgreement in this Secuity (nstrument (bit not prior to acceleration under paragraph 17 unless
applicable law provides otherwise). The noti e shall specify: (a- the default; (b) the action required to cure the default;
(c) a date. not less thun 30 days from the due th2 notice is giva: to Borrower, by which the default must be cured; and
(d) that fiilure to cure the default on or before the date specifid in the notice may result in acceleration of the sums
secured by this Security Instrument and sale of the Property. The notice shall further inform Borrower of the right to
reinstate after acceleration and the right to brins a court action to assert the non-existence of a default or any other
defense of Borrower o acceleration and sak. I’ the default is 1.0t 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 sal- and any other remedies permitted by applicable law. Lender shall be
entitled to collect all expenses incurred in puriuing the remedies frovided in this paragraph 21, including, but not limited
to, reasonzble attorneys' fees and costs of title avidi nce.

If Leader invokes the power of sale, Lender shall execuse 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 and shall cause such notice to
be recorded in each county in which any part of tke Property is I cated. 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 c¢emaad on Borrowe:, shall sell the Property at public zuction to the highest
bidder at the time and place and under the terms ciesignated in th: notice of sale in one or more parcels and in any order
Trustee deermines. Trustee may postpone sale of all or any parcl of the Property by public announcement at the time
and place of any previously scheduled sale. Len fer « r its designee x ay purchase the Property at any sale,

Trustee shall deliver to the purchaser Trus:e’s deed cone 7ing the Property without any covenant or warranty,
expressed or implied. The recitals in the Trust :e’s feed shall be p ima facie evidence of the truth of the statements made
therein. Trustee shall apply the proceeds of the szis in the followiiig order: (a) to all expenses of the sale, including, but
not limited to, reasonable Trustee’s and attorreys’ fees; (b) to all sums secured by this Security Instrument; and (c) any
excess to the person or persons legally entitled v it.

22. Reconveyance. Upon payment of all sum; secured by this Security Instrument, Lender shall request Trustee to
reconvey th Property and shall surrender this Security Instrumen: and all notes evidencing debt secured by this Security
Instrament 3 Trustee. Trustee shall reconvey tie Property without wa: Tanty and without charge to the person or persons legally
entitled to it Such person or persons shall pay any recordation costs,

23. Substitute Trustee. Lender may, from time to time, remov : Trustee and appoint a successor trustee to any Trustee
appointed hereunder. Without conveyance of the Prop:rty, the succes: or trustee shall succeed to all the title, power and duties
conferred upon Trustee herein and by applicable Liw.,

24. Attorneys’ Fees. As used in this Secunty 11 strument and p the Note, "attorneys' fees” shall include any aitorneys’
fees awarded by an appellate court.

25. Riders to this Security Instrument. If me or more riders & ¢ executed by Borrower and recorded together with this
Security lostrument, the covenants and agreements of ¢ ich such rider ¢ all he incorporated into and shall amend and supplement
the covenants and agreements of this Security Instrument as if the rider(s) were a part of this Security Instrument.

[Check applicable box(es)|

[_] Adjustable Rate Rider [ Ccs dominium Ride: (1 1-4 Family Rider
Graduated Payment Rider [ Py wed Unit Devel pment Rider [ ] Biweekly Payment Rider
Balloon Rider Ratc: Improvement Fider Second Home Rider
V.A. Rider Lx. Qvisr(s) fspecify]

LECAL DESCRIF1 ION
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BY SlGNING BEiOW, Borroyjer a:cepts and a,:grc_ﬁe $ 10 the term
“inany rider(s) €xecuted by Borrowey and ecorded wigh it . :
' Witnesses:

it 0 4yt 4 57
MALCOLM 37" RALRER ﬁj:%?’

(Seal)
&/A—pfﬁomwcr

— (Seal)
-Borroy.¢ - -Borrower
—_— \\ ——___(Seal)

\\_-_ _ (Seal)
-Borrow:y

-Borrower
STATE OF OREGON,

(Sign Original Only)
K /a /}ué/\pounty ss:

On this

Z) day of (_/,A 4 {
NANCY SCHELIN ag
oM g. LKER

L) L ,
ATTORNEY 1IN FACT FOR /QQ(/
J. wWary +  GLADYS G, VAL-ER

» Personally appeareq the aboye named

and aclnowledged the foregoing instrumen; o be
My con mission

ires: /)
(Official Seal) T /’z/Qt)Qw

bisfher/their + oluntary act angq deed.

Before me:

. Public for Oregon
OFFICIAL SEAL ; Co :
o, JESSICA WHITLATCH
{s NOTARY PUBLIC . OREGON
COMMNISSION NO. 029493
ISS(ON EXPIRES NOV 07,1997
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L 1 the Southcasterly 20 foet of 1ot 6, and e following descriped portion of Lots 2
2nd 5, Block 2, ORIGINAL o7 O i s fol FALLS, according to the offeiay plat
fig fn'the ofice of the County (%lerk of Kismats Gorie Oregan, = (e Otficial plat thereof on

Dieginning at the Southeasterly comur of Lot 2, sid Block 2; thence Northerly along the
Emedi ns of Lot 2, 16? fect; thence Westerly and parallel 10 the Southerly line o
Llock 2, 44.8 feet 10 a polnt whch ‘les 2.5 feet ‘ortheasterly and 40 feet North

af the Southeast corner ‘of Lot 4, Biock 2; thence Souther] and parallel to the Easter!
ne of said Lot 2, 60 feet 0 thy S uther'ly Iine of Lot 2; {hencepEasterly 44.3 feet toy
6 polnt of beginning, -

ALSQ XNOWY A3 31 PIRE STNEET, KnAMATH FALLS, OREGON 97601.

STATE OF OREGON: COUNTY OF KLAMATH : Ss.

Filed for record Nm request of Hountain Tip1
——————-—:untain T,

———

of\\_ﬂ___,w.. 19_94 a _10:43 '
of __; es

e _co

FEE $45,00




