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DEED OF TRUST

THIS DEED OF TRUST (**Security Instrument’*) is made on AUGUST 20, 1998, The grantor is

%n GILMORE, AN UNMARRIED MAN

(“‘Borrower™’).
Thetrustee is  agpgy TITLE & ESCROW

(“Trustee™),
The bcncﬁciary is NOVASTAR HORTGAGE, INC., A VIRGINIA CORPORATION
'

which is organized and
existing under the laws of THE STATE OF VIRGINIA

and whose address is 23046 AVENIDA CARLOTA 3FL, LAGUNA HILLS, CA 92653

(“‘Lendery,
Borrower owes Lender the principal sum of FORTY NINE THOUSAND FIVE HUNDRED AND NO/100**#xtxnsnianas
**ttit*ittt*t*ﬁt*ﬁﬁ*ﬁ#iﬁ'tﬁﬁ*tﬁti*titﬁ**ﬁ******t**t*ttt****i**t*i*i*&*****k****** Do”ars

(u.s. $49,500.00 ). Thisdebtis evidenced by Borrower's notedated the same date as this Security Instrument (“Note™),

which provides for monthly payments, with the full debt, if not paid carlier, due and payable on SEPTEMBER 1, 2028.
‘This Sccurity Instrument secures to

and cohvcys 1o Trustee, in trust, with power of sale, the
following described property located in H County, Oregon;

'.'!.'HE N 1/2 OF LoTs 29 AND 30, BLOCK 2, IRDUSTRIAL ADDITION TO THE CITY OF KLAMATH
FALLS, IN THE COUNTY OF KLAMATH, STATE OF OREGON,

AP §: R611840

t;hichhasthc addressof 1204 OWENS STREET, KLAMATH FALLS
{Street, City],

Oregon 97601 (**Property Address™);
N [Zip Code]

I
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vt TOGETHER WITH all the improvements now or hercafier crected on the property, and all casements, appuricnances, and

fixtures now or hereafter a part of the property. All replacements and additions shall also be covered by this Security Instrument. All
of the foregoing is referred to in this Security Instrument as the **Property."’

BORROWER COVENANTS that Borrower is lawfully scised of the estate hereby conveyed and has the right to grant and convey
the Property and that the Property is unencumbered, except for encumbrances of record. Borrower warrants and will defend generally
the title to the Property against all claims and demands, subject to any encumbrances of record.

THIS SECURITY INSTRUMENT combines uniform covenants for national usc and non-uniform covenants with limited
variations by jurisdiction to constitute a uniform security instrument covering real property.

-+ UNIFORM COVENANTS. Borrower and Lender covenant and agree as follows:

1. Payment of Principal and Interest; Prepayment and Late Charges, Borrower shall promptly pay when duc the principal
of and interest on the debt evidenced by the Note and any prepayment and late charges due under the Note.

2. Funds for Taxes and Insurance. Subject to applicable law or to a written waiver by Lender, Borrower shall pay to Lender
on the day monthly payments are due under the Note, until the Note is paid in full, a sum (*“Funds’’) for: (a) yearly taxes and
assessments which may attain priority over this Security Instrumentas a licn on the Property; (b) yearly leaschold payments or ground
rents onthe Property, if any, () yearly hazard or property insurance premiums; (d) yearly flood insurance premiums, if any; (e) yearly
mortgage insurance premiums, ifany, and (f) any sums payablcby Borrower to Lender, inaccordance with the provisions of paragraph
8, inlicu of the payment of mortgage insurance premiums. These items are called **Escrow Items.”” Lender may, at any time, collect
and hold Funds in an amount not to excced the maximum amount a lender for a federally related mortgage loan may require for
Borrower’s escrow account under the federal Real Estate Settlement Procedures Act of 1974 as amended from time totime, 12 U.S.C.
Section 2601 ef seq. ('‘RESPA’"), uniess another law that applies to the Funds scts a lesser amount. If so, Lender may, at any time,
collect and hold Funds in an amount not to exceed the lesser amount. Lender may estimatce the amount of Funds due on the basis of
current data and rcasonable estimatcs of expenditurcs of future Escrow Items or otherwise in accordance with applicable law.

The Funds shall be held in an institution whose deposits are insured by a federal agency, instrumentality, or entity (including
Lender, if Lender is such an institution) or in any Federal Heme 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 acharge. 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
thisloan, unless applicable law provides otherwisc. Unless an agreement is made or applicable law requires interest tobe paid, Lender
skall not be required to pay Borrower any interest or carnings on the Funds. Borrower and Lender may agrec 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
cn,dus and debits to the Funds and the purpose for which cach debit to the Funds was made. The Funds are pledged as additional
sccunty for all sums sccured by this Sccurity 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 duc, 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 sccurcd by this Sccurity Instrument, Lender shall promptly refund to Borrower any Funds 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 bchndcr atthetime of acquisition or salc as a credit against the sums secured by this Security Instrument.

3. Application of Payments. Unless applicable law provides otherwise, all payments reccived by Lender under paragraphs 1
and 2 shall be applicd: first, 10 any prepayment charges due under the Note; second, to amounts payable under paragraph 2; third,
to interest duc; fourth, to principal due; and last, to any late charges due under the Note.

" 4. Charges; Liens. Borrower shall pay all taxes, asscssments, charges, fincs and impositions attributable to the Property which
may attain priority over this Security Instrument, and leaschold payments or ground rents, if any. Borrower shall pay thesc obligations
in the manner provided in paragraph 2, or if not paid in that manner, Borrower shall pay them on time dircctly 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
phymcnls dircctly, Borrower shall promptly furnish to Lender receipts evidencing the payments.

" Borrowershall promptly discharge any lien which has priority over this Security Instrument unless Borrower: (a) agrees inwriting
to the pavment of the obligatisn sccured 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 (¢) sccures frem the holder of the lien an agreement satisfactory to Lender subordinating the lien to this Security Instrument. If
Lcndcr determines that any part of the Property is subject to a lien which may attain priority over this Sccurity 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 noticc.

S. Hazard or Property Insurance. Borrower shall keep the improvements now existing or hereafter erected on the Property
insured against loss by firc, hazards included within the term “‘extended coverage’ and any other hazards, including floods or
flooding, for which Lender requires insurance. This insurance shail 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
bc unreasenably withheld. If Borrower fails to maintain coverage described above, Lender may, at Lender’s option, obtain coverage
1q 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 clausc. Lender shall
have the right to hold the policies and renewals. If Lender requires, Borrower shall promptly give to Lender all receipts of paid
premiuns and renewal notices. In the cvent 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 procecdsshallbcapphcdto restorationorrepairof the Property
damaged, if the restoration or repair is cconomically feasible and Lender’s sccurity is not lesscned. If the restoration or repair is not
cconomically 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 thendue, with any excess paid to Borrower, If Borrower abandons the Property, or does not answer
ivithin 30 days a noticc from Lender that the insurance carrier has offered to scttlc a claim, then Lender may collect the insurance
proceeds. Lender may usc the proceeds to repair or restore the Property or to pay sums secured by this Sccurity Instrument, whether
‘("i}' not then duc. The 30-day period will begin when the notice is given.

1]
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. Unless Lender and Borrower otherwise agree in writing, any application of proceeds to principal shall not extend cr postpone
the due date of the monthly payments referred 10 in paragraphs 1 and 2 or change the amount of the payments. If under parazraph
2] the Property is acquired by Lender, Borrower’s right toany 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. 8
6. Occupancy, Preservation, Maintenance and Protection of the Property; Borrower’s Loan Application; Leaseholds.
Borrower shall occupy, cstablish, and usc 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 lcast one year after the date
of occupancy, unless Lender otherwise agrees in writing, which consent shall not be unrcasonably withheld, or unless extenuating
circumstances exist which arc beyond Borrower's control. Borrower shall not destroy, damage or impair the Property, allow the
Property to deteriorate, or comunit waste on the Property. Borrower shall be in default if any forfeiture action or procceding, whether
civil orcriminal, isbegun thatin Lender's good faith judgment could result in forfeiture of the Property of otherwise materially impair
the lien created by this Security Instrument or Lender’s sccurity interest. Borrower may curcsucha default and reinstate, as provided
inparagraph 18, bycausingthe action orproceeding tobe dismissed with aruling that, inLender’s good faithdctermination, precludes
forfeiture of the Borrower's interest in the Property or other material impairment of the licn created by this Sccurity Instrument or
Lender’s security interest. Borrower shall also be in default if Borrower, during the loan application process, gave matcrially 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
'pi'incipal residence. Ifthis Security Instrumentisonaleaschold, Borrower shall comply withall theprovisions of thelease. If Borrower
acquires fee title to the Property, the leaschold and the fee title shall not merge unless Lender agrees to the merger in writing.

" 7 Protection of Lender’s Rights in the Property. If Borrower fails to perform the covenants and agreements contained in this
Security Instrument, or there is a legal proceeding that may significantly affect Lender's rights in the Property (such asa proceeding
in bankruptcy, probate, for condemnation or forfeiture or to enforce laws or regulations), then Lender may do and pay for whatever
is necessary to protect the value of the Property and Lender’s rights in the Property. Lender’s actions may include paying any sums
secured by a lien which has priority over this Sccurity Instrument, appearing incourt, paying reasonable attorneys’ fecs and entering
on the Property to make repairs. Although Lender may take action under this paragraph 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 terms of payment, thesc amounts shall bear interest from the date of
disbursement at the Note rate and shali be payable, with interest, upon notice from Lender to Borrower requesting payment.

8. Mortgage Insurance. If Lender required mortgage insurance as a condition of making the loan sccured by this Security
Instrument, Borrower shall pay the premiums required to maintain the mortgage insurance in effect. If, for any reason, the mortgage
ifisurance coverage required by Lender Japses or ceascs to be in effect, Borrower shall pay the premiums required to obtain coverage
substantially cquivalent to the mortgage insurance previously in cffect, ata cost substantially equivalent to the cost to Borrower of
the mortgage insurance previously in effect, from an alternate mortgage insurcr approved by Lender. If substantizily equivalent
mortgage insurance coverage is not available, Borrower shall pay to Lender cach month a sum equal to one-twelfth of the yearly
mortgage insurance premium being paid by Borrower when the insurance coverage lapsed or ceased tobe in effect. Lenderwill aceept,
use and retain these payments as a loss reserve in licu 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
appraved by Lender again becomes available and is obtained. Borrower shall pay the premiums required to maintain mortgage
ix'}surancc in effect, or to provide a loss reserve, until the requirement for mortgage insurance ends in accordance with any written
agrecment between Borrower and Lender or applicable law.

" 9, Inspection. Lender oritsagent 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.

‘Z 10. Condemnation. The proceeds of any award or claim for damages, direct or conscquential, in connection with any
condemnation or other taking of any pait of the Property, or for conveyance in licu of condemnation, are hereby assigned and shall
be paid to Lender.

.- Inthecventofatotal taking of the Property, the proceeds shall be applied to the sums sscurcd 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
il_ic Property 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 otherwisc agree in writing, the sums secured by this Security Instrument
shail be reduced by the amount of the proceeds multiplicd by the following fraction; (a) the total amount of the sums secured
immediately before the taking, divided by (b) the fair market valuc of the Property immediately before the 1aking. 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 unless applicable law otherwise provides, the procecds shall be applied to the sums secured by this Security Instrument
whether or not the sums arc then due.

If the Property is abandoned by Borrower, or if, after notice by Lender to Borrower that the condemnor offers to make an award
or scttie a claim for damages, Borrower fails to respond to Lender within 30 days after the date the noticeis given, Lenderis authorized
{o collect and apply the proceeds, at its option, cither to restoration or repair of the Property or to the sums sccured by this Security
Instrument, whether or not then due.

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

11. Borrower Nat Released; Forbearance By Lender Not 2 Waiver. Extension of the time for payment or modification of
amortization of the sums secured by this Security Instrument granted by Lender to any successor in interest of Borrower shall not
operate torelease the liability of the original Borrower or Borrower's successors in interest. Lender shail notbe required to colnmence
proceedings against any successor ininterest or refuse toextend time for paymentor otherwise modify amortizationof the sums secured
by this Security Instrument by reason of any demand made by the original Borrower or Borrower’s successors in interest. Any
forbearance by Lender in exercising any right or remedy shall not be a waiver of or preclude the exercise of any right or remedy.

12, Successors and Assigns Bound; Jeint and Scveral Liability; Co-signers. The covenants and agreements of this Security
Instraunent shall bind and benefit the successors and assigns of Lender and Borrower, subject to the provisions of paragraph 17.
Borrower's covenants and agreements shall be joint and several. Any Borrower who co-signs this Security Instrument but does not
exccute the Note: (a) is co-signing this Sceurity Instrument onlytomortgage, grantand convey that Borrower s interestin the Property
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ssmwMWt;and

r address Lender designatcs by notice to Borrower. A
deemed to have been given to Borrower or Lender when given as provided
s, Governing Law; Severability, This Security Instry
tvhichthe Property is located. In the event that

16. Borrower’s Copy.

17. Transfer of the Pro i i Ifall or any part of the Property or any interest in it is sold
or transferred (orif a benefi f transferred and Borrower is not a natural person) without Lender’s
ptior written consent, Lend ion, require immediate paymicnt in full of all sums secured by this Security Instrument,
However, this option shall ICil i isci ibited by federal law as of thedate of this Sccurity Instrumen.

' acceleration. The notice shal] provide a period of not less
ich Borrower must pay all sums secured by this Security
these sums prior to the expiration of this period, Lender may invoke any remedics permitted by

rther notice or demand on Borrower.

18. Borrower’s Right to Reinstate, If Borrower meets certain condition

v other covenants or

but not limited to, reasonable attorneys’
this Security Instrument, Lender’s rights
trument shall continue unchanged. Upon

red hereby shall remain fully effective as if no
acceleration had occurred, However, this ri

19. Sale of Note; Change of Loan Servi
may be sold onc or m
Servicer"

law, The notice wili stat
will also contain any other information required by applicable law,

permit the presence, use, disposal, storage, or release of any Hazardous

§ubslanccs onorinthe Property, Borrower shall not do, norallow anyone clse 1o do, anything affecting the Property that isin violation

of any Environmenta] Law. The Preceding two sentences shall not apply to the presence, use, or storage on the Property of smalj

qhantities of Hazardous Substances that are generally recognized to be appropriate to normal residential uscs and 1o maintenance
of the Property.

Borrower shall promptly give Lender written notice of any investigation, claim, demand, lawsuit or other action by any

crnmental or regulatory agency or private party involving the Property and any Hazardous Substance or Environmental Law of

vhich Borrowerhas actual knowledge. IfBorrower learns, oris notified by any governmental orregulatory authority, thatany removal

or other remediation of any Hazardous Substance affecting the Property is necessary, Borrower shall promptly take ail necessary

payment in full of all sums secured b
any other remedics permitted by applicablc law,
remedices provided in this paragraph 21, including, but not limited to, reaso
If Lender invokes the power of sale, Lender shall exccute or cause Trus
07. an cvent of default and of Lender’s election to cause the Property to be sold and shall cause such notice to be
%’:_tch county in which any partof the Property is located. Lender or Trustee shalj give notice of sale in the manne

[t
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order: () to all expensesof the sale, facluding, but not limited to, reasonable
Trustee’s and attorneys’ fees; (b) to all sums secured by this Security Instrument; and (c) any excess to the person or persons

legaily entitled to it.

roperty without warranty and
or persons shall pay any recordaticn costs,

. 23.Substitute Trustee, Lender may, from time to time, remove Trustee and appoint a successor trustec to any Trustee appointed
hereunder, Without conveyance of the Property, the successor trustee shall succeed to all the title, power and duties conferred upen

Trustee herein and by applicable law,

4 24. Attorneys’ Fees. As used in this Sccurity Instrument and in the Not, “attorneys’ fees™ shall include any attorneys’ fees

dwarded by an appellate court.

¢, 25.Riders to this Security Instrument. If. one or more riders are exccuted by Borrower and recorded together with this Security
Sr;ﬁlmmcnt, the covenants and agreements of each suchrider shall be incorporated into and shallamend and supplement the covenants
and agrcements of this Sccurity Instrument as if the rider(s) were a part of this Sccurity Instrument,

[Check applicable box(es)]

{ X3 Adjustable Ratc Rider

¢+ [ Graduated Payment Rider
{1 Balloon Rider
T V.A Rider

v
it

73 Cendominium Rider
C] Planned Unit Development Rider
7 Rate Improvement Rider

[X77 Other(s) [specify] prepay RIDER; ADDENDUM TO ARM RIDER

[ 1-4 Family Rider
[ Biweckly Payment Rider
] Second Home Rider

BY SIGNING BELOW, Borrower accepts and agrees to the terms and covenants contained in this Security Instrument and in

ny rider(s) exccuted by Borrower and recorded with i1,
: ’imesscs:

fi

KLAMATH

STATE OF OREGON,
~ Onthis 25th dayof August, 1998

% BRYAN ALLEN GILMORE

ahd acknowledged the foregoing instrument to be
i

My Commission Expires: April 10, 2000
(Official Seal)
’ . i D TN e N L TR ey RN SN E
OFFICIAL SEAL
RHONDA K, OLIVER
NOTARY PUBLIC-OREGON
7/ COMMISSION NO. 053021
MY COMMISSION EXPIAES APR, 10, 2000

B R S RN S R et i
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PREPAYMENT RIDER

THIS PREPAYMENT RIDER is made this 20TH dayof AUGUST, 1998, and is
incorporated into and shall be deemed to amend and supplement the Mortgage, Deed of Trust or Sccurity Deed (the

*Security Instrument™") of the same date given by the undersigned (the ‘“Borrower™") to sccure Borrower's Note
to NOVASTAR MORTGAGE, IRC.

of the same date and covering the Property described in the Security Instrument and located at:
1204 OWENS STREET

KLAMATH FALLS, OR 97601

PREPAYMENT COVENANTS. Inadditiontothecovenants andagreements madein the Security Instrument,
Borrower and Lender further covenant and agree as follows:

I have the right to make payments of principal atany timebefore they are due. A prepayment ofall of the unpaid
principalisknownasa *‘full prepayment.”* Aprepaymentofonly partofthcunpaid principalisknownasa *‘partial
prepayment,”’ T will notify the Note Holder in writing that I am doing so.

During the first TWHENTY FOUR ( 24 ) month(s) of my loan, 1 will be charged a PREPAYMENT
PENALTY in an amount cqual to SIX ( 6 ) month(s)" interest (at the rate in effect at the time
Prcpayment occurs) on any Prepayment I make in excess of TWENTY percent
( 20.000% )of the original principal balancc in any TWELVE ( 12 )monthperiod. Thereafter,
I may make full Prepayment or partial Prcpaynents without paying any prcpayment charge.

The Note Holder will use all of my Prepayments to reduce the amount of Principal that I owe under this Note.
If I make a partial Prepayment, there will be no changes in the due dates of my monthly payments unless the Note
Holder agrees in writing to those changes. {If this Note provides for an adjustable interest rate, my partial
Prepayment may reduce the amount of my monthly payments after the Payment Change Date if my partial
Prepayment occurs prior to the Payment Change Date. However, any reduction in the amount of my monthly
payment due to my partial Prepayment may be offsct by an interest rate increase.]

Any foregoing provisiontothe contrary notwithstanding, such prepayment penalty shall notexceed inamount,

and the right to charge such prepayment penalty shall not remain in effect contrary to or beyond, any limitations
imposed by applicable law.

NOTICE TO THE BORROWER

Do not sign this Rider to the Deed before you read it. This Rider to the Deed provides for the payment of a
penalty if you wish to repay the loan prior to the date provided for repayment in the Deed.

BY SIGNING BELOW, Borrower accepts and agrecsto theterms and covenants contained in this Prepayment
Rider.

GILMORE
BRY.

I4320RR 14320PR 702
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ADJUSTABLE RATE RIDER

(LIBOR INDEX - RATE CAPS)
6-MONTH LIBOR'

THIS ADJUSTABLE RATE RIDER is made this 20TH day of AUGUST, 1998, and
is incorporated into and shall be deemed to amend and supplement the Mortgage, Deed of Trust or Sccurity Deed
(the **Security Instrument’*) of the same date given by the undersigned (the ‘‘Borrower’’) to securc Borrower’s
Adijustable Rate Note (the *‘Note’') to  BOVASTAR MORTGAGE, INC., A VIRGINIA CORPORATIOHN

(the ““Lender’”) of the same date and covering the propesty described in the Security Instrument and located at:
1204 OWENS8 STREET

KLAMATH FALLS, OR 97601

THE NOTE CONTAINS PROVISIdNS ALLOWING FOR CHANGES IN MY INTEREST RATE AND
MY MONTHLY PAYMENT. MY ADJUSTABLE INTEREST RATE CAN NEVER EXCEED OR BE
LESS THAN THE LIMITS STATED IN THE NOTE.

ADDITIONAL COVENANTS. Inadditionto thecovenants and agreements made in the Security Instrument,
Borrower and Lender further covenant and agree as follows:

A. INTEREST RATE AND MONTHLY PAYMENT CHANGES
The Note provides for an initial interest ratc of 10.990%. The Note provides for a change in the
adjustable interest rate and the monthly payments as follows:

4. ADJUSTABLE INTEREST RATE AND MONTHLY PAYMENT CHANGES
(A) Change Dates
The adjustable interest rate I will pay will change on the isT day of

SEPTEMBER, 2000 and on the 1sT day of every 6TH month thereafter.
Each date on which my interest rate could change is called an **Interest Rate Change Date”.

(B) The Index

Beginning with the first Interest Rate Change Date, my interest rate will be based on an Index. The **Index™
is the average of interbank offered rates for six-month U.S. dollar-denominated deposits in the London market
(**LIBOR""), as published in The Wall Street Journal. The most recent Index figure available as of the first business
day of the month immediately preceding the month in which the Interest Rate Change Date occurs is called the
“‘Current Index.”

If the Index is no longer available, the Note Holder will choose a new index that is based upon comparable
information. The Note Holder will give me nntice of this cheice.

(C) Calculation of Change

Beforc each Interest Rate Change Date, the Note Holder will calculate my new interest rate by adding
FIVE AND THREE-FOURTHS percentage point(s) ( 5.750% )tothe Current Index.
The Notc Holder will then round the result of this addition up to the nearest onc-cighth of one percentage point
(.125%). Subject to the limits stated in Section 4(D) below, this rounded amount will be my new interest rate until
the next Interest Rate Change Date.

The Note Holder will thendetermincthe amount of the monthly payment that would be sufficient to repaythe unpaid
principal that ] am expected to oweat the Interest Rate Change Date in full on the Maturity Date at my new interest rate
in substantially cqual payments, The result of this calculation will be the new amount of my monthly payment.

(D) Limits on Interest Rate Change

The interest rate I am required to pay at the first Interest Rate Change Date will not increase or decrease by
more than 3.000% from the initial interest rate. Thercafter, my interest rate will never be increased or
decreased on any single Interest Rate Change Date by morc than
ONE percentage point(s) ( 1.000% ) from the rate of interest
I have been paying for the preceding 6 months.

My interest rate will never be greater than  SEVENTEEHN RND 99/100 pereent
( 17.990% ) which is called the ‘*Maximum Rate.”” My intcrest rate will never be less than
TEN AND 99/100 percent (  10.990% ) which is called the **Minimum Rate.”

(E) Effective Date of Change

My ncw interest rate will become effective on cach Interest Rate Change Date. I will pay the amount of my
new monthly payment beginning on the first monthly payment date after the Interest Rate Change Date until the
amount of my monthly payment changes again.

(F) Notice of Change

The Note Holder will deliver or mail to me a notice of any change in niy interest rate and the amount of my monthly
payment before theeffective date of any change. The notice will include information required by law tobe given meand
also the title and telephone number of a person who will answer any question I may have regarding the notice.
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B. TRANSFER OF THE PROPERTY

Transfer of the Property shall be governcd by the following, any provision of the Security Instrument to the
contrary notwithstanding:

Transfer of the Property. If all or any part of the Property or any interest in it is sold or transferred without
Note Holder’s prior written consent, Note Holder may, at its option, require immediate payment in full of all sums
secured by this Sccurity Instrument. However, this option shall not be exercised by Note Holder if exercise is
prohibited by federal law as of the date of this Security Instrument. Note Holder also shall not exercise this option
if: (a) I submit to Note Holder information required by Note Holder to evaluate the intended transferee as if a new
Joan were being made to the transferes; and (b) Note Holder reasonably determincs that Note Holder's security will
not be impaired by the loan assumption and that the risk of a breach of any covenant or agrecment in this Security
Instrument is acceptable to Note Holder.

To the extent permitted by applicable law, Note Holder may charge a reasonable fec as a condition to Note
Holder's consent to the loan assumption. Note Holder may also require the transferee (o sign an assumption
agreement that isaceeptable toNote Holderand thatobligates the transferec to keepallthe promisesand agreements
made in the Note and in this Security Instrument. I will continue to be obligated under the Note and this Security
Instrument unless Note Holder releases me in writing,

1£ Note Holder exercises the option to require immediate payment in full, Note Holder shall give me notice of
acceleration. The natice shall providea period of not less than 30 days from thedate the notice is delivered or mailed
withinwhich I must payall sums secured by this Sccurity Instrument. IfI fail to pay these sumsprior tothic expiration
of this period, Note Holder may invoke any remedics permitted by this Security Instrument without further notice
or demand on me.

BY SIGNING BELOW, Borrower accepts and agrees to the terms and covenants contained in this Adjustable
Rate Rider.

ALLEN GILMORE

24
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ADDENDUM TO ADJUSTABLE RATE RIDER
(FIXED RATE CONVERSION OPTION)
6-MONTH LIBOR

THIS ADDENDUM TO ADJUSTABLE RATE RIDER (the *‘Rider Addendum’’) is made this 20TH
day of AUGUST, 1998, andisincorporated intoand shall be deecmedto amendand supplement
the adjustable rate rider (the “*Rider’’) te the Mortgage, Deed of Trust or Security Deed (the “‘Security
Instrument’"), cach dated the same date as this Rider Addendum and given by the undersigned {the **Borrower"")
to sccure Borrower’s adjustable rate note with the addendum to adjustable rate note in favor of
HOVASTAR MORTGAGE, INC., A VIRGINIA CORPORATION

(the *‘Lender’’) and dated as of even date herewith (the “Note'”), covering the property described in the Security
Instrument and located at:

1204 OWENS STREET

KLAMATH FALLS, OR 97601

The interest rate stated on the Note is cailed the “*Note Rate.”* The date of the Note is called the *“Note Date.”
I understand that the Lender may transfer the Note, the Sccurity Instrument, the Rider and this Rider Addendum.
The Lender oranyone who takes the Note, the Security Instrument, the Rider and this Rider Addendum by transfer
and whoiscntitled toreccive paymentsunderthe Note iscalled the *‘Note Holder.”* Tunderstand also that the Lender
may transfer the servicing of the Mote; the company that receives payments under the Note is called the **Servicer.™”
Each datc on which my adjustable interest rate could change is called an **Interest Rate Change Daie.”

ADDITIONAL COVENANTS. In addition to the covenants and agreements made in the Security Instrument
and Rider, Borrower and Lender further covenant and agree as follows:

1. FIXED INTEREST RATE OPTION

1 have a Conversion Option that I can exercisc if all the conditions explained in Scction 2 below are met. The
**Conversion Option’" is my option to convert the adjustable interest rate with interest rate limits I am required to
pay under the Note from an adjustable ratc to the fixed ratc calculated under Section 4 below.

I may only cxcrcise the Conversion Option once. The Conversion Option will be available to me only during
the period beginning on the 1sT Interest Rate Change Date, and ending on the - 6TH
Interest Rate Change Datc (the **Option Period’’). The new, fixed interest rate (the “*Converted Rate’”) will be
cffective beginning on the first day of the sccond month following the month in which I exercise the Conversion
Option (the *‘Conversion Date'™).

2. CONDITIONS TO EXERCISING THE CONVERSION OPTION
If I want to exercisc the Conversion Option, certain conditions must be met. ‘These conditions are that: (a) I
mast give the Servicer notice during the Option Period in the manner prescribed in Section 3 below that I wish to
excrcise the Conversion Option; (b) on the date I give the Servicer notice that X wish to excrcise the Conversion
Option, I must not be in default under the Note or the Sccurity Instrument and I nxust not have been delinquent thirty
days or more in making any payment I was required to make under the Noie during the twelve months immediately
preceding the Exercise Date (as defined in Section 3 below); (¢) I must pay the Scrvicer a conversion fee cqual to
THO HUNDRED FIFTY AND NO/100
dollars ( $250.00 )
on the Excrcise Date; (d ) I must have supplicd to the Servicer information necessary to complete an updated credit
revicw and 1 must pay any credit review fees paid by the Servicer to third parties; (¢) I must occupy the property:
(f) if the Servicer belicves the value of the property described in the Security Instrument may have declined since
the Note Date, the Servicer must have received an updated appraisal of the property described in the Security
Instrument prepared by an appraiser aceeptable to the Servicer and I must pay any related appraisal fee paid by the
Servicer toathird party; (g) I must complete, sign and deliver tothe Servicer on the Exercise Date, any documents
the Servicer requires to effect the conversion, I understand that I may not be allowed to exercise the Conversion
Option if I do not mect the Servicer’s property and credit standards or if the Servicer, in its sole discretion, believes
theinterest rate as calculated herein is below market interest rates then in effect for similar loans. 1also understand

that I may not be allowed to exercise the Conversion Option if the value of the property described in the Security
Instrument has dcclined since the Note Date.

3. EXERCISING THE CONVERSION OPTION

To obtain information as to the currcntly available fixed rate, I may telephone the Servicer. Tunderstand there
can be no assurance that this rate will be available at any time subsequent to the welephone call, even on the same
day. The Servicer will netify me in writing if the phone number should change. To notify the Servicer that | want
to exercisc the Conversion Option, I must call the Servicer on any business day during the Option Period, between
the hours of 8100 A.M. TO 5:00 P.M. The Servicer may record
our telephone conversations.

Once I notify the Servicer that 1 desire to exercise the Conversion Option, the Servicer will forward to me any
documents necessary toeffect the Conversion Option. I must complete and sign the documents provided by the Servicer
and return them to the Servicer together with the conversion fee, credit review fees and, if applicable, the appraisal fee
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described in Scction 2 above. The date the completed and signed documents are received together with the conversion
fee, creditreview fees and, if applicable, the appraisal report and appraisal feciscalled theExcrcise Date. The Converted
Rateistherate quoted by the Serviceron theExcrcise Date. Ifthefeesandproperly completed documents are not received
by the Servicer on the Excrcise Date, my adjustable interest rate will notbe converted to a fixed interest rate.

4. CALCULATION OF THE CONVERTED RATE

The Converted Rate will be equal to the Federal National Mortgage Association’s (*‘FNMA"") required net
yicld, as of the Exercise Date, for the purchase of thirty-year, fixed-rate mortgage loans under sixty-day mandatory
delivery commitments plus TWO AND OSE-HALP percentage point(s) ( 2.500% ),
rounded up to the nearest one-cighth percent (.125%). If those yiclds are no longer available, the Servicer will
substitute comparable yields. The maximum Converted Rate will not exceed 25% or any legally applicable usury

cciling, whichever is less; however, other interest rate limitations contained in the Note will not apply to the
Converted Rate.

5. CALCULATION OF THE NEW PAYMENT AMOUNT

If 1 excrcise the Conversion Option, the Servicer will determine the amount of the monthly payment that will
be sufficicnt to repay the unpaid principal plus accrued but unpaid interest 1 am expected to owe on the Conversion
Date in full by the Maturity Date of the Note at the Converted Ratc in substantially cqual payrents. The result of
this calculation will be the new amount of my monthly principat and interest payment. Beginning with my first
monthly payment after the Conversion Date, I will pay this new amount as my monthly principal and interest
payment until the Maturity Date of the Note uniess I pay the Note in full prior to its Maturity Date.

6. TRANSFER OF THE PROPERTY

1f 1 exercise the Conversion Option under the conditions stated in this Rider Addendum, the conditions under
which I may be required to make immediate payment in full of all amounts I owe under the Note because of transfer
of property which are described in the section of the Note captioned *‘Uniform Secured Note'” will ceasc to bein
cffect. Instead such conditions will be as follows:

Transfer of the Property. If all or any part of the Property or any interest in it is sold or transferred without
the Note Holder's prior written consent, the Note Holder may, at its option, require immediate payment in full of
all sums sccured by the Security Instrument. However, this option shall not be exercised by the Note Holder if
exercise is prohibited by federal law as of the date of the Security Instrument.

If the Note Holder excrcises this option, the Note Holder shall give me notice of acceleration. The notice shall
provide a period of not less than thirty days from the date the notice is delivered or mailed within which I must pay
all sums sccured by the Security Instrument. If I fail to pay these sums prior to the expiration of this period, the
Note Holder may invoke any remedics permitted by the Security Instrument without further notice or demand onme.

BY SIGNING BELOW, Borrower acceptsand agreestothe iepnsand oovcnan/tsz%d inthisRidegAddendum.

y ”,
[92%0
ALLEN GILMORE

. S
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STATE OF OREGON: COUNTY OF KLAMATH : ss.

Filed for record at request of Aspen Title & Fscrow the : 27th
August AD.,19__98 at 3:42  o'clock P. M., and duly recorded in Vol. M98 .

of

FEE

of Mortgages on Page

31569 .
Bernetha G, Letsch, County Clerk
$55.00 By

day




