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MORTGAGE

THIS MORTGAGE 1S DATED MARCH 7, 1985, between ERNEST K HERMAN and JANET L HERSAN, HUSBAND
AND WIFE AS TENANTS BY THE ENTIRETY, whose address Is PO BOX 3813 132 WEST SECOND ST,
fRERRILL, OR 97633 (referred to below as nGrantor”); and First Interstate Bank of Oregon, N.A., whose address
Is 206 Maln Strect, P.O. Box 428, Merriil, OR 96134 (referred to below &8 rLender”).

GRANT OF MORTGAGE. For yaluable constderaticn, Grantor morigsges and conveys to Lender ail of Grantor's right, tite, and interast in and 1o
the following described real propetty, together with all existl erected or affixed buildings, improvements and ficures; all easements,
rights of way, and appurienances; all water, rights (including stock in utiliies with ditch or migation nights); and all
other rights, royatties, and profits relating 1o the real property, imitation &t minerals, ofl, ges, geothermal and similer maners, located

in KLAMATH County, State of Oregon (the "Real Property”):

THE SOUTHERLY 50 FEET OF LOT 5, BLOCK 12, TOWN OF MERRILL IN THE COUNTY OF KLAMATH,
STATE OF OREGON, ACCORDING TO THE OFFICIAL PLAT THEREOF ON FILE IN THE OFFCE OF THE
COUNTY CLERK OF KLAMATH COUNTY, OREGON. o

The Real Property or its address is commonly known as PO BOX agi 132 WEST SECOND ST, MERRILL,
OR ©7532. The Real Property tax identification number I3 R121326.

Grantor presently assigns to Lender &ll of Grantor's right, fitlo, and Interest in and to all loases of the Propesty and alt Rents from the Property. In
addition, Grantor grants to Lender a Uniform Commercial Codo sacurity interest inthe Personal Property and Rents.

DESINITIONS. The {oliowing words ghall have the following meanings when used In this Morigage. Tenms not otherwise defined in this Morigage shall
have the meanings attributed to such terms in the Oregon Uniform Commercial Code.

Grantor. Ths word "Grantor” means ERNEST K HERMAN and JANET L HERMAN, The Grantor Is the morigagor under this Mortgege.

Guarantor. The word »Guarantor” means and Includes without limiation eech and all of the guezantors, sureties, and accomynodation paries in
connection with the Indebtedness.

Indebisdness. Tho word Indebiedness” means all principal end interest payable under the Note end any &amounts expendod or advanced by
Lender to discharge obligations of Grantor or expanses Incumrsd by Lender to enforce obligstions of Granior under this Morigage, gsther with
Interest on such amounts &3 provided in this Mortgage.

Note. The word "Note” means the promissory note of credit agreement dated March 7, 1885, in the original principal smount of
£20,484.00 from Grantor to Lendsr, together with all renowals of, extensions of, modifications of, refinancings of, consolidations of, and
substitutions for the promissory note or agreement. The rnaturity date of this Mortgege is April 10, 2010. Therate of interest on the Not is subject
to indaxing, adjustment, renewal, or renegotiation,

Property. The words "Personal Property” mean all equipment, fixtares,-and other articles of personal property now of hereaftsr owned
Grantor, and now or hereafter attachod or affixed to the Real Property; together with &ll accessions, parts, and additions 10, all replscernerits of,
and all substitutions for, any of euch property; and together with all proceeds (icluding without Emitstion ail insurance procoeds and refunds of
premiums) from any sala or other disposttion of the Propesty.

Property. The word "Property” reans colisctively the Real Property and the Personal Proparty.

Real Proparty. The words "Real Property” maan iha property, interests and rights described above in tha "Grant of Mostgage™ section.

Rents. The word "Rents” means all present and future rents, revenuas, ircoms, issues, royaliles, profits, and other benefits derived from the
Froperty.

MORTGAGE, INCLUDING THE ASSIGNMENT OF RENTS AND THE SECURITY INTEREST iN THE RENTS ARD PERSONAL PROPERTY, IS
GIVEN TO SECURE (1) PAYMENT OF THE {NGEBTEDNESS AND (2) PERFORMANCE OF ALL OBLIGATIONS OF GRANTOR UNDER THIS
MORTGAGE. THIS MORTGAGE 1S GIVEN AND ACCEPTED ON THE FOLLOWING TERRAS:

PAVMENT AND PERFORMANCE. Except a2 otharwisa provided in this Mortgage, Grantor shall pay Lender sl emocunts secured by this Mongage
a3 they become dus, and shall strictly perform all of Grantor's obilgations undsar this Mortgege.

POSSESSION AND MAINTENANCE OF THE PROPERTY. Grantor agrees that Grantor's possession and use of the Propexty shall be governed by the
following provisions: :

‘Posssssion and Use, Untilin default, Grantor may remain in possession and contro! of and operate and managoe tha Real Propeity and collect
the Renis. 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
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TITLE TO THE PROPERTY SHOULD CHECK WITH THE APPROPRIATE CITY OR COUNTY PLANNING DEPARTMENT TO VERIFY APPROVED
USES. .t : ' '

Duty to Malntain. @amorah&lmalntalnmeﬁcpenytmenaﬁ‘ﬁbbwmmonandpmnpwmaimpm.mplmmm
necessary 1o preserve its value, .

Nulsance, Wasts, Grantor shell not cause, conduct or permit any nulsance nor commit, permit, or sufter any stripping of or waste on or to the
Propetty or any portion of the Froperty. Spacifically withotst fimétation, Granter wiil not remove, or grant to any other party the right to remove, any
timber, minerais (Including oif and ges), soil, gravel or rock products without the prior written consent of Lander.

DUE ON SALE - CONSENT BY LENDER. Lendsr may, &t s option, declare immediately due and payable all sums secured by this Morigage upon the
sale or transfer, without the Lender's prior written consent, of all or any part of the Real Property, or eny interest in the Real Propexty. A “sale of
trensfer” means the conveyance of real property or any right, title or interest therein; whether lege) or equitable; whether voluntery or involuntary;
whather by outright sale, deed, Instailmant sale contract, land coniract, contract for deed, leasahold interest with a term greater than thres (3) years,
leasa-option contract, or by sale, assignment, or transfer of any beneficial interest in or to any land trust holding tithe to the Real Property, or by any
other mathod of conveyance of real property intarest. if any Grantor is a corporation or partnership, transter aleo Includes any change in ownership of
more than twenty-five percent (25%) of the voting stock or partnership interests, as ths cese masy ba, of Crantor. However, this option sha not ba
exercised by Lender if such exercise is prohibited by federal law or by Oregon iaw.

TAXES AND LIENS. The following provisions relating to the taxes and liens on the Property are a part of this Morigage.

Payment. Grantor shall pay when due (and in all evenis prior to dsfinquency) all taxes, payroll taxes, special taxes, assessments, water charges
and sewer service charges levied agalnst or on account of the Property, and shall pay when dus all claims for work done on or for services
rendered or material furnished to ths Property. Grantor shall maintain the Property frea of all liens having priority over or equal to tha interest of
Lender under this Mortgage, excapt for the lien of taxes and essessments not due, and 6xcept as otherwise provided in the foliowing paragraph.

PROPERTY DAMAGE INSURANCE. The following provisions relating to Insuring the Property are a pait of this Morigags.

Maintenance of Inaurance. Grantor shall procure and malntain policies of fire Insurence with standard extended coverage endorssments on a
replacement basis for the full Insurable value covering ail Improvements on the Real Property in an amount sufficient o avoid applicaton of any
coinsurance claues, and with a standard mortgages clause In favor of Lendar. Policies shall be writien by such Insurance companies and in such
form as may be reasonably ecceptable to Lender. Grantor shall deliver to Lender ceriificates of coverage from each insures containing a
stipulation that coverage will not be cancelled or diminished without a minimum of ten (10) days' prior wriiten notice fo Lender.

Appllicatien of Procesda. Grantor shall promptly notify Lender of any loss or damaga to the Property. Lender may make proof of koss i Grantor
fails to do so within fifteen (15) days of the casualty,. Whether or not Lendar's securtty is impaired, Lender may, at its olection, apply the procesds
fo the reduction of the Indebtedness, payment of any lien affecting the Property, or the resioration and repair of the Property.

EXPENDITURES BY LENDER. If Grantor fails to comply with any provision of this Mortgage, of if any action or proceeding is commenced that would
maisiially affect Lender's interests in the Property, Lender on Grantor's behalf may, but shall not be required to, take any action that Lender deems
epproprisie. Any amount that Lender expends in 5o doing will bear Interest at the rate charged under the Note from the date incurred or psid by
Landar to the date of repayment by Grantor. All such expansas, at Lender’s option, wil (a) be peyable on domand, (b) be added io the balance of the
Note and be apportioned among and be payable with any Instaliment payments to become due during either (f) the term of any applicabio ingurance
policy or (lj) the remaining term of the Nota, or (c) be treated a3 a balloon payment which will bo dua and payabie et the Note's malurily. This
Mortgage also will secure payment of these amounts. The rights provided for In this peregreph shali be in addition to any other rights or any remedies
to which Lender may be entitied an account of the default. Any such action by Lender shail not ba construed as curing the delault sc a8 to bar Lender
from any rernedy that it otherwise would have had.

WARRANTY; DEFENSE OF TITLE. The following provisions relating to ownership of the Property ers a part of this Mortgage.

Tiiie. Grantor warrants thet: (a) Grantor. holds good and marketabla title of record 1o the Property in fee simpie, free and clear of & Bens and
encumbrances other than those set forth In the Real Property description or in any title insurance nelicy, titia report, or final tile opinion lssued in
favor of, and accepted by, Lender in connection with this Morigage, and (b) Grantor has the full right, power, and authorily 1o exetiute ard doliver
this Mortgage to Lender. ‘

‘Defanag of Title. Subject to the exception in the peragraph above, Grantar warrants and will forever dafand the ttle to the Property against the
lawful claims of all persons. :

DEFAULT. Eachi of the following, at the option of Lender, shall constitute an event of default (Event of Default’) under this Mortgage:
Defauit on Indebtednass. Fallure of Grantor to make any payment when dus on the Indebiedness.

Compllance Default. Falluro of Grantor to comply with any other term, obligation, covenant, or condition contained in this Morigage, the Nots, or
in any other agreament between Grantor and Lender.

Ingolvensy. The insolvency i Grantor, appointment of a receiver for any part of Grantor'a property, any assignmeont for the banefit of creditors,
the commencement of any procesding under any bankrupicy or Insoivancy laws by or agsainst Grantor, or the dissckition or temination of
Grantor's existence as a going business (if Grantor is a business), Except to the extent prokibited by faderal law or Oregon law, the death of
Grantor (if Grantor is an individual) aiso shall constitute an Event of Dalault under this Mortgage.

Events Affecting Guerantor. Any of the preceding events occurs with respect to any Gueranwr of any of the Indebtodness or such Guasanior
dias or bscomss incompetant.

RIGHTS AND REMEDIES O BEFAULT. Upon the occurrence of any Event of Dsfault and at any time theroafter, Lender, at its option, msay exercise
any one of more of the following rights and remedies, in addition to any other rights or remedies provided by faw:

Accslerata Indobtednass. Lender shall have the right at its option without notice to Granter to declers the entire Indebiadnass immediately due
and payabla, including any prepayment penalty which Grantor would be required to pay.

UCC Remaciea. With respect to ail or any part of the Personal Propesty, Lender shall have af the rights and remediss of a secured party undar
the Oregon Uniform Commerciai Code.

Judielal Foreciosure.: Lender may obtaln a judicial docres foreciosing Grantor's interest in &l or any pait of the Property.

Monjudiclal Sale. If pormitted by applicable law, Lander may foseclose Grantor's Interest in all of In any pért of the Personal Property or the Rea!
Propaity by nonjudiclal sale.

Deficlency Judgment. If permittad by ap ble law, Lander may obtaln a judgment for any deficiency remsining in the Indebtodness due to
Lander aftsr application of all amounts from the exerclsa of tha rights provided in this ssction.

Cther Romeslaa, Lendershallhaveanomafdghtsandmmvldedlnthlsmmgmcrmmmoravaﬁableaﬂsworlnequny.
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