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DEED OF TRUST

THIS DEED OF TRUST ("Security Instrument™) is made on ‘DECEMBER 21, 19cg
The grantor is MICHAEL F HANLEY .

{"Borrower"). The trustee i
AMERITITLE

{("Trustee™). The beneficiary is
LIBERTY FEDERAL BME, S.B., A PECERAL SMVINGS BANK, ITs SUCCESSCRS AND/OR ASST NS ,
which is organized and existing under the laws of UNITED STATES - and whose address is
355 G ODPASTURE ISLAND ROAD, sUITE 200, EUGENRE, OREGON 97401

"Lender"). Borrower owes Lender the principal sum of

CONE HUNDRED THOUSAND AND 00/100%%#% % %k %

Dollars (U.5.$100,000.00 ). This debt is evidenced by Borrower’s note dated
the same date as this Security Instrument ("Note™), which provides for monthly payments, with (ke full debt, if not paid
earlier, due and payable on DECEMBER 1, 2028 + This Security Instrument secures
to Lender: {a3) the fepayment of the debt evidenced by the Note, with interest, and ali renewals, extensions and
modifications of the No Il other sums, with interest, advanced under paragraph 7 to protect the
security of this Security Instrument; OWer’s covenants and agreements under this
Security Instrument and the Note. For this pumose, Borrower irrevocably grants and conveys to Trustee, in trust, with
power of sale, the following described property located in KLAMATH County, Oregon:
LOT 391 oF RUNNING Y RESORT,  PHASE 6, ACCORDING TO THE OFFICIAIL PLAT
TEEREOF ON FILE IN THE OFFICE OF THE  COUNTY CLERK OF KLAMATH COUNTY,
OREGON. S

A.P.N.: 883710

which has the address of LOT 391 RUNNING Y RANCH, KLAMATH FALLS
' [Street]

Oregon 97601 ("Property Address™);
{Zip Code}
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TOGETHER WITH all the improvemients' now or ‘hereafter-"erected cn the property, and all easements,
appurtenances, and fixtires 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 "Properiy.”

BORROWER COVENANTS that Borrower is lawfully scised of the estate hereby ccnveyed 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 use and non-ugniforrn covensnts with
limited variatiens by jurisdiction to constitute a uniform security instrument covering real property.

UNIFORM COVENANTS. Borrower and lLender covenant and agree as follows:

1. Payment of Principal and Intercst; Prepayment aud Late Charges. Borrower shall promptly pay when due 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 watver by Lender, Borrower shali pay
to Lender on the day monthly payments are due under the Note, until the Note is paid ia full, a sum ("Funds") ics:
{a) yearly taxes and assessments which may attain priority over this Security Instrument as a lien on the Property; (b)
yearly leasehold payments or ground rents on the Property, if any; (c) yearly hazard or property insurance premiums;
(d) yearly flood insurance premiums, if any; (e) yearly mortgage insurance premiums, if any; and (f) any sums payable
by Borrower to Lender, in accordance with the provisions of paragraph ‘8, in lieu of the payment of mortgage insurance
premiums. These items are called "Escrow ltems.” Lender may, at any time, collect and hold Funds in an amount snot
to exceed the maximum amount a leader for a federally related mortgage loan may require for Borrower’s escrow
account under the federal Real Estate Setlement Procedures Act of 1974 as amended from time to time, 12 U.S.C.
§ 2601 et seq. ("RESPA™), unless anciher law that applies to the Funds sets 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 estimate the amount of
Funds due on the basis of current data and reasonable estimates of expenditures of future Escrow ltems or ctherwise
in accordance with applicable law.

The Funds shall be keld 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 Home Loan Bank. Lender shall apply the Funds
to pay the Escrow Items. Lender may not charge Borrower for holding and applying the Funds, annuaily analyzing
the escrow account, or verifying the Escrow Items, unless Lender pays Borrower interest on the Funds aand applicable
law permits Lender to make such a charge. However, Lender may require Borrower to pay a one-time charge for an
independent real estate tax reporting service used by Lender in connection with this loan, unless applicable law
provides otherwise. Unless an agreement is made or applicable law requires intercst to be paid, Lender shall not be
required to pay Borrower any interest or eamings on the Funds. Borrower and Lender may agree in writing, however,
that interest shall be paid on the Funds. Lender shall give to Borrower, without charge, an annual accounting of the
Funds, showing credits and debits to the Funds and the purpese for which each debit to the Funds was made. The
Funds are pledged as additional security for all sumns secured by this Security Instrument.

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

Upon payment in full of all sums secured by this Security Instrument, Lender shall promptly refund to Borrower
any Funds held by Lender. If, under paragraph 21, Lender shall acquire or sell the Property, Lender, pricr w0 the
acquisition or sale of the Property, shall apply any Funds held by Lender at the time of acquisition or sale as a credit
against the sums secured by this Security Instrument.

3. Applicaton of Payments. Unless applicable law provides otherwise, ail payments received by Lender under
paragraphs I and 2 shall be applied: first, to any prepayment charges due under the Note; second, to amounts payable
under paragraph 2; third, to interest due; fourth, to principal due; and lasi, to any late charges due under the Note.

4. Charges; Liens. Borrower shall pay all taxes, assessments, charges, fines and impositions attributable to the
Property which may attain priority over this Security Instrument, and leaschold payments or ground rents, if any.
Borrower shall pay these obligations in the manner provided in paragraph 2, or if not paid in that manner, Borrower
shall pay them on time directly tc the person owed payment. Borrower shall promptly furnish to Lender all notices
of ermounts to be paid under this pazagraph. If Borrower makes these payments directly, Borrower shall promptly
furnish to Lender receipts evidencing the payments.
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subject to a lien which may attajn -priority over- ) i entifying
the lien. Borrower shall satisfy the lien or take . i : withi ys of the giving
of notice, i

5. Hazard or Property i i heresfter eracted on the
Propenty insured against loss by itiii "es " and any other hazards,
including flonds or flooding, i is i
and for the periods
subject to Lender’s approval which shal
described above, Lender may, at Lender's
accordance with paragraph 7. Al insurance
standard moTtgage clause. Lender shall have the right to hold the policies
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insurance carrier has offered to settle a claim, the : i - Lender may use the
proceeds to renair or restore the Property or to Pay sums secured by this Securi ther or not thep due,
The 30-day period will begin when the notice 'is given, ‘

Unless Lender and Borrower otherwise agree in writing, any application of
Or bostpote the due date of the monthly paymens referred
Payments. If upder paragraph 21 the Property s acquired by er,
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secured Dy this Security Instrument immediately pri i
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Property. Borrower shall be in default
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creazed - by this Security Instrument o Lender’s security
provided in paragraph 18, by czusing the action or Proceeding 10 be dismissed wj
determination, precludes forfeityre of the Borrower’s interest in the Property
created by this Security Instrument or Lender’s Security interest, Borrow,
the loan application process, gave materially false o inaccurate tion or statements to Len
provide Lender with any material information) in connection with the loan evidenceg by the Note, Including, bur nog
limited to, representations concerning Borrower’s occupancy of the Property as g principal residence. I this Security
Instrument is op 4 leasehald, Borrower shall comply with alt the provisions of the lease. If Borrower acquires fee title
to the Property, the leasehold ang the fee title shap 0t merge unless Lender agrees to the Erger in writing,

7. Protection of Leoder’s Rights in the Property. . 1f Borro i Covenants ang agreements
contained in thig Security Instrument, or there is g legal proceed;
Property (such a5 a proceeding in bankrugptcy, probate, for condemnati

regulatisns), theq Lender may do and pay for whatever is fiecessary to prot alue of the Property and Lender’s
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rights in the Property., Lender’s actions may include paying any sums secured :by a licn ‘which-kas priority over diis
Security Instrument, appeariag. in court, payiug reasonable attorneys’ fees and entering. on-ike Property to make repairs.
Although Lender may tzke action under this paragraph: 7. Lender does not have to-doiso. :

. Any anounts disbursed. by Lender under this paragraph 7 shail become additional debt of Borrower secured by this
Security Instrument. Unless Borrower and Lender agree to other: terms of payment,. these amounts shall bear interest
from the date of disbursement at the Note rate and shall be payable, with interest, upon notice from Lender to
Borrower requesting paymsnt. : : :

8. Morigage Insurance. If Lender required mortgage insurance as a condition of making the loan secured by this
Security Instrument, Borrower shall pay the premiums required to maimtain the morigage insurance in effect. If, for
any reason, the mortgage insurance coverage required by Lender lapses or ceases to be in effect, Bortower shall pay
the premiumus required to obtain coverage substantially equivalent to the mortgage insurance previously in effect, at
a cost substantially equivalent to the cost to Borrower of the mortgage insurance previously in effect, from ar alternate
mortgage insurer appsoved by Lender. If substantially equivalent morigage insurance coverage is not available,
Borrower shall pay to Lender each month a sum equal to one-twelfth of the yearly mortgage insurance premium being
paid by Borrower when the insurance coverage lapsed or ceased to be in effect. Lender will accept, use and retain
these payments as a loss reserve in lieu of mortgage insurance. Loss reserve payments may no longer he required, at
the option of Lender, if mortgage insurance coverage (in the amount and for the period that Lender requires) provided
by an insurer approved by Lender again becomes available and is obtained. Borrower shall pay the premiums required
to maintain mortgage insurance in effect, or to provide a loss reserve, until the requirement for merigage insureace
ends in accordance with any written agreement between Borrower and Lender or applicable law.

9. Inspection. Lencer or its agent may make reasonable entries upon and inspections of the Property. Lender
shall give Borrower notice at the time of or prior to an inspection specifying reasonable cause for the inspection.

10. Condernmation. The proceeds of any award or claim for damages, direct or consequential, in conneciion with
any condemnation or other taking of any pari of the Property, or for conveyance in lieu of condemnaticn, are hereby
assigned and shail be paid to Lender.

In the event of a total taking of the Property, the proceeds shail be applied to the sums secured by this Security
Instrument, whether or not then due, with any excess paid to Borrower. In the event of a partial taking of the Propeny
in which the fair market value of the 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 otherwise
agree in writing, the sums securad by this Security Instrument shall be reduced by the amoumt of the proceeds
multiplied by the feliowing fraction: (a) the 1otal amount of the sums secured immediately before the taking, divided
by (b} the fair market value of the Property imwediately before the taking. Any balance shall be paid to Borrower.
In the event of a partial taking of the Propesty in which the fair market value of the Property immediately before the
taking is less than the amount of the sums secuted immediately before the taking, unless Borrower and Lender
otherwise agree in writing or unless applicable law otherwise provides, the proceeds shall be applied to the sums
secured by this Security Instrument whether or not the sums are then due.

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

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

11. Borrower Not Relezsed; Forbearance By Lender Not a Waiver. Extension of the time for payment or
modification of amortization of the sums secured by this Sccurity Instcument granted by Lender to any successor in
interest of Borrower shall not operate to release the liability of the criginal Borrower or Borrower's successors ia
interest. Lender shall not be required to commence proceedings against any successor in interest or refuse to extend
time for payment or otherwise modify amortization of the sums secured by this Security Instrument by rcason of any
demand made by the original Borrower or Borrower’s successors in interest. Any forbearance by Lender in exarcising
any right or remedy shall not be a waiver of or preclude the exercise of any right or remedy.

12. Successots and Assigns Bound; loint and Scveral Linbility; Co-sigpers. The covenants and agreemeats of this
Security Instrument shall bind and benefit the successors and assigns of Leader and Borrower, subject (@ the provisions
of paragraph 17. Borrower’s covenants and agreements shall be joint and several. Ary Borrower who co-signs this
Security Instrument but coes not execute the Note: (a) is co-signing this Security Instrument only to mortgage, grant
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and convey that Borrower's interest in the Propenty under the termis’ of this' Security Instrument; (®) is not personally
chiigated to pay the sums secured by this Security Instrunient; and (c) agrecs that Lender and any other Borrower may
agree to extend, modify, forbear or muke ny accommiodations - with regard to the terms of this Security Instrument or
the: Note without that- Berrower's consesit, . - C : ’

13. Loan Charges. If the Joan secured by this Security Instrument is sudject to a law which sets maximum loan
charges, and that law is finally interpreted so i r loan charges collected or te be coliected in
connection with the Joan ‘exceed the permitted limits, then: (a) any such loan charge shall be reduced by the ameun:
necessary to reduce the charge to the permitted limit; and (b) any sums already vollected from Borrower whick
excesded permitied limits will be refunded to Borrower. Lender may choose to make this refund by reducing the
principal owed under the Note or by making a direct payment to Borrower. Ifa refund reduces principal, the reduction
wili be treated as a partial prepayment without any prepayment charge under the Note.

14. Noijces. Any notice to Borrower provided for in 11 i iv delivering it or by
mailing it by first ¢ i i i i be directed to the

i es by notice to Lender. Any notice to Lender shall be given

ass mail to Lender’s address stated herein or any other address Lender designates by notice to Borrower. Any

notice provided for in thig Security Instrumen: shall be deemed to have been given to Borrower or Lender when given
3s provided in this paragraph. ' '

15. Governing Law; Severability. This Security Instrument shall be governed by federal law and the law of the
jurisdiction in which the Property is located. In the event that any provision or clause of this Security Instrument or
the Note conflicts with applicable law, such conflict shall not affect other provisions of this Security Instrument or the
Note which can be given effect without the confiicting provision. To this end the provisions of this Security Instrument
and the Note are declared to be severable, :

16. Borrower’s Cepy. Borrower shall be given one conformed copy of the Note and of this Security Instrumnent.

17. Transfer of the Property or a Beneficial Interest in Borrower, If ait nr any part of the Property or any interest
in it is sold or transferred (or if a beneficial interest in Borrower is sold or transferred and Borrower is not a natural
person) without Lender's prior written consent, Lender may, at its option, require immediate payment in full of all
sums secured by this Security Instrument, However, this option shall not be exercised by Lender if exercise is
prohibited by federal law as of the date of this Security Instrament.

¥ Lender exercises this option, Lender shall give Borrower notice of acceleration. The notice shall provide a period
of not less than 30 days from the date the notice is delivered or mailed within which Borrower must pay all sums
secured by this Security Instrument. If Borrower fails to pay these surms prior to the expiration of this period, Lender
may invoke any remedies permitted by this Security Instrument without further notice or demand on Borrower,

18. Bommower’s Right to Reinstate. If Borrower mcets certain conditions, Borrower shall have the right to have
enforcement of this Security Instrument discontinued at any time prior to the carlier of: (8) 5 days (or such other
period as applicable law may specify for reinstatement) before sale of the Property pursuant to any power of sale
contained in this Security Instrument; or (b) entry of a judgment enforcing this Security Instrument. Those conditions
are thai Borrower: (a) pays Lender all sums which then would be due under thijs Security Instrument and the Note
2s if no acceleration had occurred; (b) cures any default of any other covenants or agreements; (c) pays all expenses
incurred in enforcing this Security Instrument, including, but not limited to, reasonable attorneys’ fees; and (d) takes
such action as Lender may reasonably require to assure that the lien of this Security Instrument, Lender’s rights in the
Property and Borrower’s obligation to pay the sums secured by this Security Instrument shall continue unchanged.
Upon reinstatement by Borrower, this Security Instrument and the obligations secured hereby shall remain fully
clfective as if ne acceleration had occurred. However, this right to reinstate shall not apply in the case of acceleration
under paragraph 17. '

19. Sale of Note; Change of Loan Servi the Note (together with this Security
Instrument) may be sold one or more ti i i i . A sale may result in a change in the
entity (known as the "Loan Servicer") {* monthiy payments due under the Note and this Security Instrement.
There also may be one or more changes of the Loan Servicer unrelaied to a sale of the Note, If there is & change of
the Loan Servicer, Borrower will be given written notice of the change in accordance with paragraph 14 above and
applicable law. The notice will state the name and address of the pew Loan Servicer and the address to which
payments should be made. The notice wili also contain any other information required by applicable law.

20. Hazardovs Substances, Borrower shall not cause or permit the presence, use, disposal, storage, or release of
any Hazardous Substances on or iy the Property. Borrower shall not do, nor allow anyene else to do, anything
alfecting the Property that is in violation of any Environmenta! Law. The preceding wo sentences shall mot apply to
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the presence, use, or sto:age on the. Property. of small quantitics .of Hazardous Substances that are generally recognized
to be apprepriate. to normal. residential uses and to maintensnce ; of the Property. -

Borrower shali promptly give Lender writien natice of any investigation, claim, demand, lawsuit or other action by
any governmental or regulatory agency or private party involving the Property und any Hazardous Substance or
Environmenual Law of which Borrower has acwal knowledge. If Borrower learns, or is notified by any governmental
or regulatory authority, that any removal or other remediation of any Hazardous Substance affecting the Property is
itecessary, Borrower shall promptly take all necessary remedial actions in accordance with Environmental Law.

As used in this paragraph 20, "Hazardous Substances” are those substances defined as toxic or hazardous substances
by Environmental Law and the following substances: gasoline, kerosene, other flammable or toxic petroleum products,
toxic pesticides and herbicides, volatile solvents, materials containing - asbestos or formaldehyde, and radioaciive
materials. As used in this paragraph 20, "Environmental Law" means federal laws and laws of the jurisdiction where
the Property is locaied that relate to health, safety or environmental protection.

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

21. Accelcration; Remedies, Leader shall givenotice to Borrower prior to acceleration following Borrower’s breach
of any covenant or agreement in this Security Insirument (but not prior to acceleration under paragraph 17 unless
applicable law provides otherwise). The notice shall specify: (a) the default; (b) the action required to cure the
default; {c) a date, not less than 30 days from the date the notice is given tc Bortower, by which the default must be
cured; and (d) that failure o cure the default on or before the date specified 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 bring a court action to assert the non-existence of a default
or any other defense of Botrower to acceleration and sale. If the default is not 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  witl:out further demand and may invoke the power of sale and any other remedies permitted by applicable
law. Lender shall be entitled to collect all expenses incurred in pursuing the remedies provided in this paragraph 21,
including, but not limited to, reasonable attorneys’ fees and costs of title evidence.

If Lender invokes the power of sale, Lender shall execute or cause Trustee to execute a written ngtice of the
cceurrence of an event of default and of Lender’s election to cause the Property ta be sold and shall cause such notice
to be recorded in each county in which any part of the Property is located. Lender or Trustee shall give notice of sale
in the maaner prescribed by applicable law to Borrower and to other persons prescribed by applicable law. After the
time required by applicable law, Trustee, without demand on Borrower, shall sell the Property at public auction to the
highest bidder at the time and place and under the terms designated in the notice of sale in one or more parcels and
in aay order Trustee determines. Trustee may postpone sale of all or any parcel of the Property by public
aanouncemert  at the time and place of any previously scheduled sale. Lender or its designee may purchase the
Property at any sale. .

Trustee shall deliver to the purchaser Trustee’s deed conveying the Property without any covenant or warranty,
expressed or implied. The recitals in the Trustee's deed shall be prima facie evidence of the truth of the statements
made therein. Trustee shall apply the proceeds of the sale in the following order: (a) 1o all expenses of the sale,
including, 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 legallv entitled to it.

22. Reconveyance.  Upon payment of all sums sccured by this Security Instrument, Lender shall request Trustee
o recopvey the Property and shall surrender this Security Instrument and all notes evidencing debt secured by this
Sueurity Instrument to Trustee. Trustee shall reconvey the Property without warranty to the person or persons legally
ertitled 10 it. Lender may charge such person or persons a fee for reconveying the Property, if the fee is paid to a
third party Trustee for services rendered and charging of the fee is permitted under applicable law. Such person or
persons shall pay any recordation costs.

23. Substitute Trustee. Lender may from time to time remove Trustee and appoint & successor trustee to any
Trustee appeinted hercunder.  Without conveyance of the Propurty, the successor trustee shall succesd to all the tite,
power and duties conferred upon Trustee herein and by applicabie law.

24. Attorneys’ Fees. As used in this Security Instrument and in the Note, “attorneys’ fees” shall inciude any
attorneys’ fees awarded by ap appellate court.

25. Riders to this Security Instrament. If one or more riders are executed by Borrower and reconded ogethar wilt
this Security Instrument, the covenanis and agreements of each such rider shall be incorporated into ané shall arsend
and supplement the covenants and agreements of this Security Instrument  as if the rider(s) were a part of this Security
instrument.
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BY SIGNING BELOW, Borrower accepts and agrees to the terms and covenants contained in pages 1 through 8
of this Security Instrument and in any rider(s) executed by Berrower and recorded with it.

kol
i A = (Seal) (Seal)
M;QHA&L F HANLEY - -Borrower -Borrower

(Seal) (Seal)
-Borrower -Borrower

{Seal) (Seal)
-Borrower : o ‘ -Borrower
Witness:

STATE OF OREGON, X o County ss:

This instrument was acknowledged before me on i \,LC,Q/}’L/\,‘@M/
/

by

T haet £+ N

(Official Seal)

OFTICIAL SEAL : My Comsmission expires:
GENA WHIPPLE
= NOTARY PUBLIC-OREGCH
18 COMMISSION ND. 306085
Y COMMISSION EXMAES O0T. 22, 200

REQUEST FOR RECONVEYANCE

TO TRUSTEE:

The undersigned is the holder of the note or rotes secuced by this Deed of Trust. Said note or noles, together with
all other indebtedness secured by the Deed of Trust, have heen paid in full. You are hereby directed to cancel said
rote or notes and this Decd of Trust, which are delivered hereby, and to reconvey, without warranty. all the estate now
held by you under this Deed of Trust to the person or persons legally eatitled thereto.
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1 VR
AD IJS?{‘ABLE RATE RIDER Loan Number 1420C65478
(1 Year Treasury Index - Rate Caps - Fixed Rate Conversioa Construction Loan)

THIS ALJUSTABLE RATE RIDER is made this 21t ' ~ DECEMBER 1998 ,
and is incorporated inte and shall be deemed to amend and supplement the Mortgage, Deed of Trust or Security Deed (the "Security

Instrument”) of the same date given by the umdersigned (the "Borrower™) to secure Botrower's Adjustable Rate Note (the "Note")
o LIBERTY FEDERAL BANK, S.B, . A FEDERAL SAVINGS BANK

(the "Lender”) of the same date and covering the property described in the Security Instrument aed located at:

LOT 391 RUNNING Y RANCH, XLAMATH FALLLS, OREGON 97601
[Property Address}

THE NOTE CONTAINS PROVISIONS ALLOWING FOR CHANGES IN THE INTEREST RATE AND THE MONTHLY
PAYMENT. THE NOTE LIMITS THE AMOUNT THE BORROWER'S ADJUSTABLE INTEREST RATE CAN CHANGE
AT ANY ONE TIME AND THE MAXIMUM RATE THE BORROWER MUST PAY. THE NOTE ALSO CONTAINS THE
OPTION TO CONVERT THE ADIUSTABLE RATE TO A FIXED RATE.

ADBDITIONAL COVENANTS. In addition to the covenants and agreements made in the Secwrity Instrumen, Borrower and Lender
furcher covenant and agree as follows:

4. ADJUSTABLE RATE AND MONTHLY PAYMENT CHANGES
The Note provides for an initial interest rate of 6.000 %. The Note provides for changes in the adjustable interest
rate and the monthly payments, as follows:

4. ADJUSTABLE INTEREST RATE AND MONTHLY PAYMENT CHANGES

(A) Change Dates o .

The adjustable interest rate [ will pay may change on the first day of JANUARY , 2000 ,
and on that day every 12th month thereafier, Each date on which my adjustable intersst rate could change is called a "Change Date.”

{B) The Index .

Beginning with the first Change Date, my adjustabls interest rate will be based on an Index. The "Index” is the weekly average
vield on United States Treasury securities adjusted 10 a constant maturity of 1 year, as made uvailable by the Federal Reserve Board.
The most recent Index figure available as of the date 45 days befare each Change Date. is called the "Current Index.”

I the Index is no longer available, the Note Holder willchoose a new index which is based upon comparable information. The

Note Holder will give me notice of this choice,

{C) Calculation of Changes
Before cachi Change Date, the Note Holder will calculate my new interest rate by adding TWO AND 750 /1000
percemage points

( 2.750 %) to the Current Index. The Note Holder willthen round the result of this addition t0 the nearest one-
cighth of one percentage paint (0.125%). Subject to the limits stated in Section 4(D) below, this rounded amoun! willbe my new
interest rate until the next Change Date.

The Note Holder willthen determ payment that would be sufficient to repay ihe unpaid principa!
that I am expected to owe at the Cha i y date at my new interest rate in substantially equal payments.
The resuit of this calculation will be the new amount of my monthly payment.

(D} Limits on Interest Rate Changes
The interest rate [ am required to pay at the first Change Date wili not be greater than 8.000 % or less than
4.000 %. Thereafter, my interest rate will never be increased or decreased on any single Change Date by more than
TWO AND 000/1000 percentage points
( 2.000 %) from the rate of interest I have been paying for the preceding 12 months. My interest rate willnever be
treater than 12.000 %, which is called the "Maximum Rate,”

(E) Effective Date of Changes
My new interest rate will become effective on each Change Date. | willpay the amount of my new monthly payment beginaing
on the first monthly payment date after the Change Date- until the amount of my monthly payment changes again.

(F) Notice of Changes

The Note Hoider willdeliver or mail la e a notice of any changes in my adjustable interest rate and the amount of my monthly
piyment before the effective date of any change. The notice willinclude information required by law to be givenme and also the title
and telephonz number of a person who will answer any questions 1 may have regarding the notice,

B. FiXED INTEREST RATE OPTION
Tie Note provides for the Borrower's option to convert from an adjustable interest rate with interest rate limits to a fixed interest
rate, as folloyws:

5. FIXED INTEREST RATH CONVERSION OFTION

(A) Cption to Convert to Fiyeg Rate

I bave a Conversion Cption that I can exercise unless 1 am in default or this Secticn S will not permit me o do so. The
"Cenversion Option” is my option to convert the intetsst rate I am requived to pay by this Netz from an adjusabic rate with imerest
e limits to the fixed rute calciiated under Section 5(B) below. :
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Tach date on which my adjustable interest: rate carcconveri o the new fixed rate is called the "Conversion Date”. The conversion can

caly take place on a date(s) spesified by the note holder. The ﬁrst Conversion D..!e shall ke upon completion of construction pursuant
to the cenditions in Section 5(D) below and if compfcuon of construction occurs by OCTOBER 1 , 1699 .
The second Conversion Date shall begin on the second (,hang" Date_and mclude the period beginning on the secend Change Date
aud ending on the {ifth Change Date

if T want to exercisz the Conversion Optien, I must first meet certain conditions. Those conditions are that: (i) I must give the
Note Holder notice that 1 want to do so; (if) on the Conversion Date, [ must not be in default under the Note, the Security Instrument
or Construction Loan Agreement; (iii) by a date specified by the Note Holder, I must pay the Note Holder a conversion fee of U.S.
$250.00; (iv) | must signand give the Note Hoider any documents the Note Holder requires to effect the conversion; and (v I must
b in compliance with section 5 (D) below.

{B) Calculation of Fixed Rate

My naw, fixed interest rate will be (i) for the first Conversion Date, equal to the Federal National Morigage Association’s required
net yield as of a date and time of day specified by the Note Holder for 30-year fixed rate mortgages covered by applicable 60-day
mandatory delivery commitments, plus one quarter of one percentage point (0.25%), rounded to the nearest one-eighth of one
percentage poin: (0.125%), or (ii) for all subsequent Conversion Ltates equal to the Federal National Mortgage Association’s required
net yield as of a date and time of day specified by the Note Hokler for (a) if' the original tcrm of this note is greater than 15 years,
SG-year fixed rate mortgages covered by applicable 60-day mandatory delivery commiuments, plus five-eights of one percentage point
(.625%), rounded to the nezrest one-eighth of one percentage point (0.125%) or (b) if the originai term of this note is 15 years or
leus, 15-year fixed rate mortgages covered by 60-day mandatory delivery commitments, plus five-eighths of one percentage point
10.625%), rounded to the nearest one-eighth of one percentage point (0.125%). If this required net yieldcannot be determined because
the applicable commitments are not available, the Note Holder will determine my interest rate by using comparable information. My
new rate calculated under this Section 5(B) will not be greater than the Maximum Rate stated in Section 4(D) 2bove.

{C) New Payment Amount and Effective Date

If T choose to exercise the Conversion Option, the Note Holder will determine the amount of the manthly payment that would
be sufficient to repay the unpaid principal I am expected 1o owe on the Conversion Date in full on the Marturity Date at my new fixed
interest rate in substantially 2qual payments. The result of this calculation will be the new amount of my monthly payment. Beginning
with my first monthly paymem after the Conversion Date. 1 will pay the new amount as my monthly payment until the Maturity Date.

{Bj Completion of Construction

If on any Conversion Datc, construction is not completed in accordance with the Custom Construction Loan Agreement 1o the
satisfaction of lender or the appraiser, or net in compliance with appliciable building and zoning laws and regulations, I may not exercise
my Conversion Option applicable to such Conversion Date.

Failure to complete construction on or befure OCTOBER 1, 1999 shall
constitute a default of the Mote, Security lnstrument and the Construction Loan Agreement. Uf Lender clecis no: to declare a default
“or failure 1o completed construction by the date set forth in the previous sentence, Borrower agrees to pay Lender an additional
amount equi! to one-half of 1% of the Note amount for the first 30 day period (or any pertion thereof) beyond the aforementioned

Jate, and onc-quanier of 1% of the Note amount for each subsequent 30 day period (or any portion thereof). In addition, if
sonstruction is not corapleted on or before the aforementioned date and Lender does not declare a default, Lender may transfer any
funds that are remaining in the Loan-In-Process account 1o an interest bearing savings account of Borrower, with withdrawal subject
o Lender approval.

Upon completion of the project, if funds are remaining in the Loan-In-Process account or an interest bearing ravings account
desigmated for this project, Borrower shall instroet Lender to disburse the remaining funds in accordance with one of the foliowing
xethods; provided, however, Borrower may only select method | or metiod 3 if Borrower presenis evidence satisfactory to Lender
that said funds were expended on the improvement(s) and that construction was completed in compliance with the Construction Loan
Agreement and appraisal:

1. Apply remaining funds to loan reserve account
2. Apply remaining funds to owstanding principal loan balance.
3. Disburse remaining funds to the Borrower

If Borrower does not instruct the Lender on how to disburse the remaining fuinis, the funds wilibe applied to the outstanding principal
loan balance.

C. TRANSFER OF THE PROPERTY OR A BENEVICIAL INTEREST IN BORROWER
1. Until Borrower exercises the Conversion Option under the conditions stated in Section B of this Adjustable Rate Rider,
Uniform Covenant 17 of the Security Instrument is amended to read as follows:

Transfer of the Property or a Beneficisl Interest in Borrower. If all or any part of the Property or any interest ir it is sold
or transferred {(or if a beneficial interest in Borrower is sold or transferred and Borrower is not a natural person) without Lender’s pricr
written consent, Lender may, at its option, require immediate. payment in full of ail sums secured by this Security Instrument. However,
this option shall not be exercised by Lender if exercise is prohibited by federal law as of the date of this Security Instrument. Lender
also shall not exercise this option if: (a) Borrower causes to be submiited to Lender information required by Lender to evaluate the
intended transferee as if a new loan were being made i the transferee; and (b) Lender reasonably determines that Lender's security
will not be impaired by the loan assumption and that the risk of a breach of any covenant or agreement in this Security Instrurient
is acceptable to Lender.

To the extent permitted by applicable law, Lender may charge a reasonable fee as a condition to Lender’s consent to the loan
assumpiion, Lender may aiso require the transieree 1o sign an assuisntion agreement that is acceptable to Lender and thai obligates
the transferee to keep all the nromises and agreem:nis made in the Nowe and in the Security Instrument. Bormosoer s oomtioe:
be obligated under the Note and this Security Insirument unless Lender releases Borrower =1 wrisieg.
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If iender exercises the option to require immediate
shall provide a period of not less than 30 days from the d
secured by this Security Iastrument. If Borrower fa
remedies permitted by this Security Instrument

2. If Borrower exercises the Conversion Option under the conditions stated in Section B of this Adjusiable Rate Rider, the

amendment to Uniform Covenant 17 of the Security Instrument contained in Section C} above shali then cease to be in effect, and
the provisions of Uniform Covenant 17 of the Security Instrumen; shall instead be in effect, as follows:

Transfer of the Property or a Beneficial Interest in Borrower. It all or any part of the Property or any interest in i is sold
or transferred (or ifa beneficial interest in Borrower is sold or transferred and Borrower is not a naturaj person) without Lender's prior
written consent, Lender may, at its option, require immediate payment in full of a}l sums secured by this Security Instrument. However,
this option shall not be exercised by Lender if exercise is prohibited by federal faw as of the date of this Security Instrument.

If Lender exercises this option, Lender shall give Borrower notice of acceleration. The notice shall provide a period of nox less
than 20 days from the date the notice is delivered or mailed within which Borrower must pay all sums secured by this Securiey
Instrument. If Borrower fails to pay these sums prior to the expiration of this period, Lender may invoke any remedies permitted by
this Security Instrumene without further nctice or demand on Borrower.

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

e e
PP = (Seal}

Ve
MICHAEL F HANLEY Borrower

(Seal)
Borrower

(Scal) {Sealy
Borrower Borrower

(Seal) (Seal)
Borrower Borrower
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Loan ‘No. 142005478

CONSTRUCTION ' TERM RIDER TO DEED OF TRUST
(Single Closing Consiruction Loan)

THIS CONSTRUCTION TERM RIDER TO DEED OF TRUST is made this 21st day of DECEMBER ,
1998 ,and is incorporated into and shali be deemed to 2mend and supplement the deed of trust of the same date, as modified
by any other addendums or riders thereto {the "Security Instrument™), which has been given by the undersigned (the "Borrower ) to
secure Berrower's Note of the same date to Liberiy Federal Bank, S.B. {the "Lender®), as modified by any addendums or riders
thereto, which Security Instrument covers the property described therein and located at the address shown below (the "Property™):

LOT 391 RUMNNING Y RANCH, KLAMATH FALLS, OREGON 97601
(Property Address)

Defined terms in the Note or the Security Instrument shall have the same meaning when used herein. To the extent that this
Addendum conflicts with the terms and conditions set forth in the Security Instrument or riders thereto, the terms and conditions set
forth in this Rider shall control.

THE TERMS OF THE BORROWER'S LOAN PROVIDE FOR BOTH CONSTRUCTION AND PERMANENT
FINANCING. THIS RIDER SETS FORTH THE PAYMENT TERMS AND CERTAIN OTHER PROVISIONS OF
THE BORROWER'S LOAN APPLICABLE TO THE CONSTRUCTION LOAN PERIOD.

ADDITIONAL COVENANTS. The Lender, the Borrower, and the Borrower's construction contractor have entered into a
construction loan agreement to construct 2 one-to-four family residence and ather improvements (collectively, the "Imiprovements™)
on the Property. Accordingly, and in addition to the covenants and agreements made in the Note, Borrower and Lender further
coverant and agree as follow:

A. CONSTRUCTION LOAM AGREEMENT SECURED BY SECURITY INSTRUMENT.

The Security Instrument also secures performance of any obligation of the Construction Loan Agreement. If Borrower is in default
under the Construction Loan Agreement, borrower will also be in default under the Note and the Security Instrument, and Lender
shall be entitled to exercise 21l remedies for default permitted by the Note z2nd/or Security Instrument. While Borrower is making
interest only paymemts as provided in the first paragraph of Section C below, the Security shall be considered, for all intents and
urposes, 10 be a "Cousstruction Deed of Trust.”

B. DISBURSEMENT OF FUNDS.

Upon recordation of the Security Instrument and all Riders/Addendums, loan proceeds shalibe held by Lender for disbursement during
the construction period. As construction progresses, loan funds will be disbursed from time to time, but only after Leader has
determined that the items for which disbursements are being requested have been completed in 2 workmanlike manner, and in
accordance with a corstruction schedule, specifications, and contract, or modifications thereto, as previously approved by Lender.

The failure to commence construction within 20 days from the date of the Note, or the cessation or substantial cessation of productive
construction for more than fifieen (15) consecutive days without the prior written consent of the Lender, shall constitute a breach of
the Note and Security Instrument.

Failure to complete construction on or before OCTOBER 1
constitute a default of the Note,

amount equal to one-haif of 1% 1 v peri i e zforementioned
date, and one-quarter of 1% o fi sequent 30 day period {or any portion thereof). In addition, if
construction is not completed on or before the aforementioned date =nd Lender does not declare a defeult, Lender may transfer any
funds that are remaining in the Loan-In-Process account (o an interest bearing savings account of Borrower, with withdrawal subject
to Lender approval.

Upon completion of the project, if funds are remaining in the Loan-In-Process account or an interest bearing savings account
designated for this project, Borrower shall instruct Lender to disburse the remaining funds in accordance with one of the following
nethods; provided, however, Borrower may caly select method 1 or method 3 if Borrower presents evidence satisfactory to Lender
that s3id funds were expended on the improvement(s) and that construction was completed in compliance with the Construction Loan
Agreemen: and appraisal:

. Apply remaining funds 1o loan reserve account
2. Apply remaining funds to outstanding principal loan balance.
3. Dishurse remaining funds {0 the Borrower

It Borrower does not instruct th: Lender on how to disburse the remaining funds, the funds willbe applied to the outstanding principal
loan balance.

Borrower understands that Liberty is unable to deliver the Note to the secondary market until improvements are complete and that
any delay will result in a monetary loss to Liberty. Therefore, Borrower agrees to pay Liberty an additional amount equal to one half
of one percent (.5%) of the Note amount if construction is not completed by the expiration of the construction period for the first
thirty (30) day period (or any portion thereof), and ore quarter of one percent (25%) of the Note amount for each subseguent thirty
{30) day period (or any portion thereof).
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C. SALE OR TRANSFER OF PROPZRTY DURING CONSTRUCTION LOAN PERIOD.
Any provisions in the Note and Security Instrument which permit Borrower to sell or otherwise wransfer the property without paying
this loan off in fuil are inapplicable;uatil construction’ of the improvements ‘Has been completed, the loan has been fully disbursed, and
Borrower has commenced making principal and interest payments as provided above.

D. DEFAULT UNDER CONSTRUCTION LOAN AGREEMENT.

If Borrower breaches any other covenant made by Borrower in the Construction Loan Agreement between Borrewer and Lender,
breach shall be a breach under this Security Instrument.

IN WITNESS WHEREOF, Borrower has executed this Construction Term Rider. as of the day and year first writien above.

= / Z/A’///?.?

} Date signed Borrower Date signed

ITOWET

ICHAEL F HANLE :

Borrower Date signed Borrower Date signed

Borrower Date signed Borrower Date signed

CLD-2a Rev, 0495
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LOAN NUMBER: 14200547g

CUSTOM CONSTRUCTION LOAN AGREEMENT

THIS AGREEMENT s between the undersigned BORROWER(S) (individually and collectively, if more than one
"Borrower") whoge address is P.O, BOX 280, GoLD HILL, OREGON $7525

and LIBERTY FEDERAL BANK, S.B., ERAL SAVINGS BANK

whose address is 355 GCODPASTURE, ISLAND ROAD, SUITE 200, EUGEE, CREGQN, 97401

(the Association”).

The Association has jssued Borrower a commitment for financing (the "Loan") to assist in the construction of a one-to-
four family residence and other improvements (collectively, the "Improvements") on the following described property
located in KUAMATH Cousty, Oregon (the "Land).

LOT 391 OF RUNNING Y RESORT, PHASE 6, ACCORDING TO THE OFFICIAL PLAT
THEREOF ON FILE IN THE OFFICE OF THE COUNTY CLERK OF KLAMATH COUNTY,
CREGON.

A.P.N. #: 883710

The Land and Improvements are sometimes collectively referred to herein a3 the "Prope:

i3 for use in purchasing any part of the Land, such portion sha'l be deemed to co

remaining portion shall be deemed to constitute a construction Joan,

to a contract between Borrower ang SUN FOREST CONSTRU

("Contractor”) dated DECEMBER 21, 1998 (the "Construction Contract"),
pians end material specifications dated N/A (the "Plans™), and a
construction budger dated NOVEMBYER 16, 1998 (the "Approved Budget").
The Construction Contract provides that the Improvements shall be constructed for ,

**0ONE HUNDRED NINETY THREE THOUSAND AND 00/100 *************************** Dollars
¢ 193,000.00 ). The Loan will be evidenced by a promissory note (the "Note™) from Borrower to the
Asseciation in the amount of ONE HUNDRED THOUSAND AND 00/100

Dollar: ($ 100, 006. 00 ) and secured by 2 deed of trust ang security agreememt con the Property (the
"Deed of Trust").

The parties wish to defie certain of their rights and obligations with Tespect to the Loan. Jn consideration of the
mutual covenants containeg herein, the partieg agree as follows:

1. CONSTRUCTION. Borrower and Contractor shall construst the Improvements on the Land in accordance with
the Plans and Constructicn Contract. Construction shall be at a cost as set forth on the cost breakdown and
inspection report ("itemized Cost Breakdowa") and by this reference incorporated herein. No changes may be
made in the Plans or Canstruction  Contract witiiout the prior written approval of the Association, Prior o
commencing constructioa, Borrower and Contracior shall have provided the Association copies of ali necessary
grading and building permits and evidence that the improvements will be serviced by water, Sewer, or. septic
adequate to insure issusmce of a Certificate of Occupancy, No work of eny character is to be commenced on
coastruction of the improvements or materials delivered to the Property prior to recording of the Deed of Trust

ion has expressly approved same in writing. The Improvements shall be constructed in g
workmanlike manner satistactory to the Association and shal] comply with all applicable laws and regulations. In
the event of deviations from the Plans, unworkmanlike performance, or the use of defective materials, the
Association may order immediate stoppage of construction, and Borrower and Contractor agree to immediately
correct anc remedy the same at their sole expense.

TIME. The failure to commence construction within thirty (30) days from the date of the Note, or the cessation
or substantial cesaation of productive comstruction for more than fifteen (15) consecutive days without the prior
written copsent of the Association, shall constitute a breack of this Agreement. The Improvements shall be
completed aud the residence ready for Octcupancy no later thzn NINE MONTHS

ten (10) months from the date of the Note.

EORROWER’'S FUNDS, At or prior to closing, Borrower shalt deposit with the Association am amount sufficieat
‘o cover the cost of both: (a) placing the Deed of Trust in a first lien position on the Propenty;

difference between: (i) the loan amount less the porti

fees, closing costs, and other expenses pay

at the time of closing), and (ii) the estimated cost of constructing the Improvemsnts.

Asseciation by Borrower bursuant to this Section 3 shal} besy interest, and all such funds shall be subject to the
sele control of the Associztion and dishursed to pay the cosi ~f construction prior to the disborsement of any loan
funds. o : :
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4. ENVIRONMENTAL AND LAND USE REQUIREMENTS. Borrower warrants and represents that the Land
is 2 separately identified tax parcel, has been properly subdivided in accordance with state law and any applicable
municipal rules or ordinances, and that the improvements, when constructed, will comply with all applicable zoning,
land use, and environmental laws and regulations. Prior to the first disbursemeat (or at the Association’s option,
any subsequent disbursement) the Association may, at is sole option,. require Boirower to supply evidence that ali
requirements of all such laws and regulations Liave been compiled with, and that no action has been tzken to set
aside, enjoin, review, or otherwise challenge the granting of any permit or governmental approval necessary for the
censtruction of the Improvements,

DISBURSEMENT OF FUNDS. Disbursements shall be made from time to time in accordance with the Itemized
Cost Breakdown as completion of construction progresses (but in no event more frequently than monthly) to pay
for costs of constructioa actually incurred, subject to the provisions of Section 6 below. The Association may, at
it option, also make disbursements to cover any expenses or changes which are fo be borne by Berrower including,
but not limited to, the costs of any required inspections, certifications, or surveys. The Association shell have no
obligation to disburse funds otker than the land purchase draw without receipt of an acceptable survey certification
to its morigagee’s title insurance policy. In addition, the Association shall have no obligation to disburse funds,
whether lean funds or funds depositec by Borrower or otzers if; (8) Borrower is in default under this Agreement,
the Note, or the Deed of Trust; or (b) the remaining undisbursed loan funds are not sufficient, in the Association’s
opinion, to complete construction of the Improvements. Disbursements shall be made first from fands deposited
by Borrower pursuant to Sections 3, 7, and 8 of this Agrcement and then from available loan funds, The
Association may, at its sole option, disburse funds by payment to Borrower, any contracter, subcontractor, supplier,
acd/or other person performing work or furmishing materials in connection with the comstruction of the
Improvements, or to any of the parties jointly.

Upon recordation of the Security Instrument and ali Riders/Addendums, loan proceeds shall be held by Lender
for disbursement during the construction period. As construction progresses, loan funds will be disbursed from
time to tiree, but only after Lender has datermined that the items for which disbursements are being requested have
been completed in 2 workmanlike manner, and in accordsnce with a construction schedule, specifications, and
centract, or modifications thereto, as previously approved by Lender.

The failure to commence construction within 30 days from the date of the Note, or the cessation or subsiantial
cessation of productive construciion for more than fifteen (15) consecutive days without the prior written consent
of the Lender, shall coastitute a breach of the Mote and Security Instrument.

Failure to complete censtruction on or before OCTOBER 1, 1999 , shail
constitute a default of the Note, Security Instrument and the Consiruction Loan Agreement. If Lender elects not
to declare a default for failure to completed construction by the date set forth in the previous sentence, Borrower
agrees to pay Lender an additional amount equal to one-half of 1% of the Note amount for the first 30 day period
(or any portion thereof) beyond the aforementioned date, and one-quarter of 1% of the Note amount for each
subsequent 30 day period (or any portion thereof). In addition, if construction is not completed on or before the
aforementioned date and Lender does not declare a default, Lender may transfer any funds that are remaining in
the Loaa-In-Process account to an interest bearing savings account of Borrower, with withdrawal subject to Lender
approval.

Upon completion of the project, if funds are remaining in the Loan-In-Process account or an' inferest bearing
savings account designited for this project, Borrower shall instruci Lender to disburse the remaining funds in
accordance with ore of the following metheds; provided, however, Borrower may only select method 1 or method
3 if Borrower presents zvidence satisfactory to Lender that said funds were espended on the improvement(s) and
that construction was completed ‘in compliance with the Construction Loan Agreement and appraisal:

1. Apply remaining funds to loan reserve account
2. Apply remaining funds to outsianding principal loan balancs.
3. Disburse remaining funds to the Borrower

If Borrower does not instruct the Lender on kow to disburse the remaining funds, the funds will be applied to the
cutstanding principal loan balance. :

Borrower understands thai Liberty is unable to deliver the Note to the secondary market until improvements are
complete and that any delay will result in a monetary loss to Liberty. Therefore, Borrower agrees to pay Liberty
an additional amount equal to one half of one percent (.5%) of the Note amount if construction is not completed
hy the expiration of the construction period for the first thirty (30} day peried {or any portion thereof), and one
quarter of one percent (.25%) of the Note amount for each subsequent chirty (30) day period (or any portion
thereof).

EVIDENCE OF PAYMENT AND JOB PROGRESS. Before making disbursement, the Association shall be
entitied to receive a trve and comrest statement of all incebtedness incurred for labor performed and meredisls
ordered or delivered, shall have the right to inspect all books, records, and sccounts relating to such work, and may,
at ts option, require execution by Borrower and any subcontractors, laborers, and muterizlmen of such affidavits,
endorsements, and releases as it deems necessary. Prior to any disbursement, Bomower and Contractor shall
execute and deliver to the Association such certifications of job progress, in forms satisfactory to the Association,
as the Association may request. Prior to final disbursencent, the Association shail have received a final Certificate
of Occupancy for the Improvements, final approval of the sanitary waste disposal system servicing the Property,
aed recertification of value by an Association approved appraiser, all in form satisfactory to the Association. The
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Association shall no: be obligated to disburse funds in excess of Nioeiy percent (90%) of the loan amount until
receipt of the final Cartificate of Occupancy, final approval of the sanitary waste disposal system, and recertification
of vslue.

EXCESS COSTS. Ifat any time it reasonablv appears that tae remaining loan funds not vei disbursed would not
be sufficient to complete the [mprovements {ree of all liens, encumbrances, and charges, then at the Association’s
request, Borrower shall deposit with the Association sufficient funds to insure completion (the "excess costs™) or
shall make arrangenents satisfactory to the Association to ensure that funds will be available when needed to pay
such excess costs. Until the Association is satisfied that Borrower will supply such funds, the Association shall not
be required to make any further disbursements hereunder. No funds deposited with the Association by Borrower
pursuant to Section 7 herein shall bear interest. All such funds shall be subject to the sole control of the
Asscciation and disbursed to pay the cost of construction prior to the disbursement of any loan furds.

DAMAGE TU iMPROVEMENTS. Should Improvements be damaged or destroyed during construction by any
casualty, whether insured against cr not, Borrower agrees to restore the same to their pre-casualty condition with
Borrower’s own funds if required by the Association and, to the extent available, insurance proceeds.  The
Association is not obligated to make insurance proceeds available for application towards the cost of restoration
and may, at its sole option, apply the same, less expenses of collection, toward reduction of the unpaid balance of
the Note. All insurance proceeds which are not applied toward the cost of restoration shall remain under the sole
control of the Association, which shall have no obligation to release the same uniil Borrower shall have deposited
with the Association such additional funds as in the Association’s sole judgement are sufficient to restore the
Improvements to the pre-casualty condition. Insurance proceeds and funds of Bortower deposited with the
Association pursuant to Section 8 herein shall not btear interest, and the Association shall have no obligation to
disburse any further loan funds until the Improvements are restored to their pre-casualty condition.

INSURAMCE.  Prior 10 closing, Borrower shall obtain and deliver to-the Association a policy or policics of
insurance against fire and extended Coverage perils, in "course of construction” form (and flood, if the Real
Property is located in a designated flood zone), in the full insurable value of the Improvements, as completed, or
such other amount as the Association may agree in writing,

All such policies shall be in form and with companies acceptable to the Association, with morigagee clauses
acceptable 10 the Association. The Association shall be named as first loss payee. The Association reserves the
right to increase the amount of the required coverages or require insurance against additional risks at any time.
Borrower shall obtain renewals of any policies which expire and deliver the same to the Asscciation at least ten
(10) days prior to the expiration of the policy being replzced. All policies and renewals thereof shall provide that
the same may not bz cancelled without at least thirty (30) days prior written notice to the Associatio.

INSPECTION. The Association skall have the right to enter upon the Property for the purpose of inspecting the
Improvements and construction thereof at ail times, and Borrower shall provide for the Association access thereto.

STOP NOTICES. In the eveni the Association teceives z notice from any potential lien claimant against the
Propesty, the Association may. at its opticn, either refuse to make any further disbursements or withhold from the
next disbursements such amount as the Association feels is required to protect the Association before disbursing
any further amounts to Borrower. Such withheld amount shall be retained by the Association uniil a date agreed
upon among the potential lien claimant, Rorrower, and Contractor as to the disbursement of the amount withheld
in a form satisfactory tw the Association or until the date of entry of a court order directing the Association to
disburse the withheld funds. Inierest shall accrue on any such funds as though they had been disbursed o
Borrower on the date of such withholding. .

LIENS. Borrower shall keep the Property free from liens and claims of all kinds whether or not arising in
connection with construction of the Improvements and whether or not superior to the Deed of Trust.

DEFAULT. The occurrence of any one or more of the following events shall constitute a default under this
Agreement; (a) the Breach by Borrower of any term, covenant, or condition of this Agreement or of the Note, the
Deed of Trust, or any other loan documents; (b) the Association determines that any representation  or warranty
made by Borrower hereunder is false or misleading in any material respect; (c) the receipt of notice of any failure
by Borrower or Contractor to perform their obligations under the Construction Contract or their obligations to
subcontractors or maierialmen; or (d) Borrower becomes unable or admits in writing the inability to pay debts as
they mature, or files, or has filed against borrower, a voluntary or involuntary petition of bankruptey, or makes a
general assignment for the benefit of creditors, or has a receiver appointed for borrower or any of borrower’ assets,
Or consents to such appointment.

REMEDIES. Upon any default hereunder, the Association “hall have the right to exercise any one or more of the
following remedies in addition to such other remedies a3y be available under law; {2) the Association may
refuse to make any further disbursements of the undisbursed loan funds or of any funds depasited hercunder by
or on behalf of Borrower; (b) the Association may take possession of the Property and complete construction of
the Improvements according to the plans and disburse for that purpose first funds deposited by or for the benefit
of Borrower and then any undisbursed ioan funds. If the cost of completing the Improvements is more than the
balance of the remaining undisbursed furds, such additional costs may be advanced by the Association, at its
option. in which event such additional costs shall be considered as an additiona! loan tc Borrower due and payable
immediately upon disbursemsnt and the Tepayment thereof, together with interest thereon from the date of the
advance until paid at the Default Rate of Interest specified in the Note, shali be secured by the Deed of Trusi: {¢)
the Association may declare the unpaid balunce of the Note and all sums secured by the Deed of Trust immediately
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due and payable, apply the balance of any funds deposited hereunder by or for-the benefit of Bomrower toward
payment. thereof, aad exercise any or all of the remedies available to it under the Note, the Deed of Trust. or
otherwise.

TRANSFER OF PROPERTY. If the loan is being made to provide both construction and permarnent
financing.and the Note or Deed of Trust contain provisions which permit a sale or transfer of the Property without
the full repayment of the loan, such provisions shal! be inapplicable until such time as the Improvements have been
completed and the loan has been fully disbursed hercunder.

THIRD PARTIES. No provision of this Agreement is made or shall be construed for the berefit of any third
party. Borrower has accepted and hereby accepts the sole respomsibility for the selection of Contractor, all
subcontractors, and all materials, supplies, and equipment to be used in the construction of the Improvements.
The Association assumes no responsibility to Borrower, any subcontractors, or any other person for the completion
of the Improvements or for the quality thereof, nor does the Association assume any responsibility for the
application of loan disbursements or payment of subcontractors.

inspection by the Association of the construction of the Improvements is for the purpose of protecting the security
of the Association and is not to be construed as a representation by the Association that construction will be free
from faulty material or workmanship. The Association’s acceptance of Contractor’s creditworthiness is solely for
the Association’s own internal underwriting purposes and is not a representation to Borrower, any suhcontractor,
or any other party as to the creditworthiness of Contractor or the ability on Contractor i perform its obligations
to Borrower, any subcontractor, or any other party in connection with constiuction of the Improvements.

WAIVER. The waiver by the Association of any breach or breaches of this Agreement, the Note, or the Deed of
Trust shall not constitute a waiver of any other prior or subsequent breach.

ASSIGNMENT. This agreement may not be assigned by Borrower or Contractor.

JOINT AND SEVERAL LIABILITY. Each undersigned Borrower shall be jointly and severally liable for the
performance of each and every obligation of Borrower hereunder.

SUBORDINATION COF CONTRACTOR'S INTEREST. Any party who executes this Agreement as Contractor

thereby suberdinates any lien cr other interest such party may have or hereinafter acquire in the Property to that
of the Association, amid agrees to execule a separate subordination agreement in form suitable for recording if
requested to do so by the Association.

BORROWER’S FINANCIAL CCONDITION. Borrower represents, warrants, and covenants that as of the date
hereof Borrower’s financial condition as heretofore reported to the Association is accurate, and that as of the date
of each disbursement of funds made hereunder, there will not have been any material adverse chamge in such
financial condition. During the term of the Loan, Borrewer agrees not to incur additional indebtedness if such
additional indebtedness will materially impair Borrower’s ability to repay the Loan or obtain permanent financing.

ATTORNEY’S FEES. In the event of default by either party in the performance of their obligaticns under this
Agreement, the defaulting party agrees to pay all reasonable attorney fees and legal expenses incurred by the non-
defaulting party as a result of said default, whether or not litigation is commenced. In the event any legal
preceeding is commenced for the purpose of interpreting or enforcing any provision of this Agreement or to collect
any indebtedness secured hereby (including, but not limited to, any and all procsedings in the bankruptcy court
for relief from stay or otherwise), the prevailing party in such proceeding shall be entitled to recover reasonable
attorney fees in such proceeding or any appeal thereof, in addition to the costs and disbursemeats allowed by law.
Such sums shall include any amouni estimated by the court as the rcasonable costs and fees to be incurred by the
prevailing party in collecting and monetary judgement or award or otherwise enforcing any order, judgement or
decree entered in such suit or action.

NOTICES. Notices or demands on either party shall be decmed given when deposited in the United States mails,
certified or registered, postage prepaid, to the address listed in the Agreement beside the name of the respective
party, or such other address as that party may designate to the other party by notice given in the manner herein
provided. :

GOVERNING LAW: CONFLICTS BETWEEN DGUUMENTS. This Agreemem shall be govemecd by and
construed in accordance with the laws of the State of Oregon. Should there be a conflict beiween the tenms of the
various loan documents, the following order of priority shall control: (a) Note; (b) this Agreement; and (c) Deed
of Trust.

ASSIGNMENT OF CONTRACTS. Borrower hereby assigns to the Association as additional security for the Loan
all of Borrower’s right, title, and interest in the plans and Construction Contract, and any performance or payment
bonds procured in connection therewith; provided the Association shall have no obligation to perform Borrower’s
obligations in connection therewith by virtue of this assignment. Contractor consents to the foregoing Assignment
and agrees that in the event of default, the Association may, but is no obligated to, perform the remaining
obligations of Borrower under the Construction Contract on Borrower's behalf. Borrower and Contractor warrant
and represent to th: Association thst the plans may be freely assignable without the consent of any other party.
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Borrower angd Contractor agree, from time to time, to furnish the A
contractors, - subcontractors, laborers angd suppliers employed |
Improvements together with copies of their contracts,
performance or Payment bonds. The Association shal]
contractors, subcontractors, laborers, or suppliers.

TIME OF ESSENCE. Time is of the essence of this Agreement and the performance of each ang every term,
Covenant, and obligation herein or in the Note or Deeg of Trust.

HAZARDOUS SUBSTANCES. The terms "hazardous waste”, "hazardous substance”, "disposal”, “release”, and
“"threatened release”, as used in this Agreement, shall have the same meanings as set forth ip the Comprehensive
Environmental Response, Compensation, and Liability Act of 1980, as amended, 42 U.S.C. Section 9601, et seq.
("CERCLA"), ihe Suerfund Amendments izati Act of 1986, Pub. L. No. 99-499 ("SARA"), the
Hazardous Materials Transportation Act, -S.C. Secti + €t seq., the Resource Conservation and Recovery
Act, 49 U.S.C. Section 6901, et seq., or other applicable state or federal laws, rules, or regulations adopted pursuant
to any of the foregoing or intended to protect human health or the environment ("Environmental Laws"). Except
as disclosed to and acknowledged by Lender in writing, Borrower fepresents and warrants that: (a) During the
period of Borrower’s ownership of the Property, there has been ro use, generatior, manufacture, Storage, ireatment,
disposal, release or threatened release of any hazardous waste or substance by any nerson on, under, or about any
of the Property. (b) Borrower has no knowledge of, or feason to velieve that there has been (i) any use,
generation, manufacture, storage, treatmen, disposal, release, or threatened release of any hazardous waste or
substance by any prior owners or ocecupants of any of the Property, or (i) any actual or threatened litigation or
claims of any kind by any person relating to such matters. (c) Neither Borrower nor any tenant, contracior, agent
or other authorized user of any of the Property shal use, generate, manufacture, store, treat, dispose of, or release
any hazardous waste or substance on, under, or about any of the Property; Borrower shall comply with ai
applicable federal, state, and local laws, regulations, and ordinances, including without limitation Environmenta
Laws. Borrower authorizes Lender and its agents o enter upon the Property to make such inspections and tests
as Lender may deem appropriate to determine compliance of the Property with this section.  Any inspections or
Lender shall be for Lender’s purpoges only and shall not be construed to create any responsibiliry
the part of Lender to Borrower or to any other person. The representations  and warranties
contained herein are based on Borrower's duc diligence in investigating the Property for hazardous waste.
Borrower hereby (a) releases and waives any future claims against Lender for indemnity or contribution in the
event Borrower becomes liable for cleanup or other costs under any such laws, and (b) agrees to indemnify and
hold harmless Lender against any and ail claims, losses, liabiljti ties, and expenses which Lender
may directly or indirectly sustai
generation, manufacture, siora
Or interest in the Property, ; Wi to Borrower, or as 3 result
of a violation of an ion, including the obligation to indemnify,
shall survive the paynient of the Indebtedness action of this Agreement and shall ROt be affected by
Lender’s acquisition of any interest in any of the Property, whether by foreclosure or otherwise.

or the Property by any pers Property.
Lender shall be entitled 10 appear i i { i i aims, and all costs
incurred by Lender in conne ) e paid by Borrower (o Lender.
Lender shall, jiscreti i ed claims against it, and such
i All amounts paid by Lender under
f Trust on the Property, shall be deemed 2n additional principal

demand, and shall bear interest at the rate applicable to the Joan,

30. R’S REGUIREMENTS:
1) Completion of construction in accordance with the Plans,

31. EXHIRITS AND RIDERS. The following exhiibits and tiders are attached to and made a part of this Agreement:
LI}BEET"« ERAL BANK, 5.B. P QPEDERAL SAVINGS BANK

/'—\';" A ? /t
B}\i% o T L‘?&}D [UR/CE

S ) .
”jk/ﬁ/j/: 24> ) /&/w%f

Borrower i i Date Borrower
MICHAEL F manLgy o :

Borrower Date Borrower

Borrower Date Borrower
/ﬁﬁ%«@ﬂz { 27/1 "’;/ g ?S/

Contractor Date
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PLANNED UNIT DEVELOPMENT RIDER

Loan Number 142005478

THIS PLANNED UNIT DEVELOPMENT RIDER is made this 21st day of
DECEMRER 1988 andis incorporated into and shanl be deemed 10 amend ang
supplement the Morigage, Deed of Trust or Security Decd (the "Security Instrument”) of the same date, given by
the urdersigned (the “Borrower”) to secure Borrower’s Note 1o LIBERTY FEDERAL BANK .
S.B., A FEDERAL SAVINGS BANK

(the "Lender™)
of the same date and Covering the Property described in the Security Instrument and located ar:

LOT 391 RUNNING Y RANCH, KLAMATH FALLS, OREGON 97601
{Property Address)
The Property includes, but s niot limited to, a parcel of fand improved with a dweiling, together with other such
parcels and certain common arezs and facilities, as described in covenants, conditions, and restrictions

(the "Declaration”), The Property is a part of planned usnit development known as

RUNNING Y RANCH

[Name of Planned Unit Development]

{the "PUD"). The Property also includes Borrower’s interest in the homeowners association or equivalen: entity
owning or managing the common areas and facilities of the PUD (the "Owners Association”) ard the uses, benefits
and proceeds of Borrower’s interest.

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

A. PUD Obligations. Borrower shal) periorm all of Borrower's obligations under the PUD’s Constitent
Documents, The "Constituent Documents” are the: (i) Declaration; (ii) articles of incorporation, trust instrument
orany equivalent document which creates the Owaers Asseciation; and (iii) any by-lawsor other rules or regulations
of the Owners Association. Borrower shali promiptly pay, when due, all dues and assessments imposed pursuant
to the Constituent Documents.

B. Hazard Insurance, So long as the Owners Association maintains, with a generally accepted insurance
carrier, a "master” or "blanket” policy insuring the Property which is satisfactory to Lender and which provides
insurance coverage in the amounts, for the periods, and against the hazards Lender requires, including fire and
hazards included within the term "extended coverage," then:

(i) Lender waives the provision in th fi twelfth
of the yearly premium ;

(ii) Borrower's obligation under Uniform Covenam 5 to rmaintain hazard insurance Coverage on the Property
is deemed satisfied o the extent that the required coverage is provided by the Owners Associaiion policy.

Borrower shal! give Lender prompt notice of any lapse in required hazard insurance coverage provided by the
master or blanket policy.

In the event of a distribution of hazard insurance proceeds in lieu of restoration or repair following a loss to
the Property, or to cominon areas and facilitics of the PUD, any praceeds payable to Borrower are hereby assigned
ard shall be paid to Lender. i.ender shall apply the proceeds (o the sums secured by the Security Insicumen, wih
any excess paid (¢ Borrower,

MULTISTATE PUD RIDIR - Single Fumily - FNMA/FHLMC UNIFOaM INSTRUMENT Form 3150 999
Docurness Systemms, toe. (300) 841362 Page 1 of 2 .
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C. Public Liability Insuranee, Borrower shaj take such actions ag may be reasongple @ insure that ghe
WIers Association maintains g public liability insurance policy acceptanle in form, amount, ang extent of Coverage
to Lender.

b. Condemnatigy, The proceeds of any award oy claim for damages, direct Or consequentiaf, payable o
Borrower jn connection wigh any condemnation o other taking of alf or any part of the Praperty or the Common
areas and facijitiag of the PUD, or for any Conveyance jp ey of condemnation, ape hereby assigned ang shall be
paid io Lender, Such proceeds shalf pe applied by Lender to the Sums securegd by the Security Instrumen as
Provided in Uniform Covenant 19,

benefit
(iii) lermination of professionaj Mmanagement anq assumption of sel."-management of the Owners Association;
or

(iv) any action which would have e effect of rendering the public
the Owpers Association Unacceptable 1o Lengder,

F. Remedies, If Bo,
Any amouns disbursed i iticnat er secured b
the Security Instiumen. / nts shall bear
iierest fram the date of disbursement at ihe Note rage and shajl be paya i » UPON notice from Lender
10 Borrower fequesiing paymeny.

BY SIGNING BELOW, Borrower aceepts and agrees 1o the terms apgd Provisions contaipeq in this PUp Rider.,

\ (Sea])
Borrower . Borrower
5 \\ (Seal)

———
Borrover Borrower
\\_\-—. (Sean \\ {Seal)
Borrower Borrower

MULTISTATE FUD RmzR . Single Family - FNMAJFHLMC UNIFORAs INSTRUMENT Form 3150 99
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SECOND HOME RIDER
Loan Number 142005478

THIS SECOND HOME RIDER is made on this 21st day of DECEMBER |
1998 » and is incorporated intv and shall be deemed io amend and supplement the
Mortgage, Deed of Trust, or Secwiity Deed (the "Security Instrument”) of the same date given by the
undersigned (the "Borrower,” wiether there arc one or more persons undersigned) to secure
Borrower’s Note to LIBERTY FEDERAL BANK, §8.B., A FEDERAL SAVINGS
BANK (the "Lender")
of the same date and covering the property described in the Security Instrument (the "Property™),
which is located at

LOT 391 RUNNING Y RANCH, KLAMATH FALLS, OREGON 97601

{Property Address)

In addition to the covenants and agreements made in the Security Instrument, Borrower and
Lender further covenant and agree that Uniform Covenant 6 of the Security Instrument is deleted and
is replaced by the following:

6. Qocupancy and Use; Prescrvation, Maintenance and Protection of the Property; Borrower's Loan
Application; Leaseholds. Borrower shall occupy, and shall only use, the property as Borrower’s
second home. Borrower shall keep the Property available for Borrower’s exclusive use and enjoyment
at all times, and shail not subject the Property to any timesharing or other shared ownership
arrangement or to any rental pool or agreement that requires Borrower either to rent the Property
or give a management firm or any other person any control over the occupancy or use of the Property,
Borrower shall not destroy, damage or impair the Property, allow the Properiy to deteriorate, or
commit waste on the Property. Borrower shall be in default if any forfeiture action or preceeding,
whether civil or criminal, is begun that in Lender’s good faith judgement could result in forfeiture of
the Property or otherwise materiaily impair the lien created by this Security Instrument or Lender's
security interest. Borrower may cure such a default and reinstate, as provided in paragraph 18, by
causing the zaction or proceeding to be dismissed with a ruling that, in Lender’s good faith
determination, precludes forfeiture of the Borrower's interest in the Property or other material
impairment of the lien created by this Security Instrument or Lender’s security interest. Borrower
shall also be in defauli if Borrower, during the loan application process, gave materially false or
inaccurate infornation or statements to Lender (or failed to provide Lender with any material
information) in conmnection with the loan evidenced by the Note, including, but not limited to,
representations concerning Borrower’s occupanty and use of the Property as a second home. If this
Security Instrument is on a leaschold, Borrower shall comply with all the provisions of the lease. If
Borrower acquircs fee title to the Property, the leasehold and the fee title shall not merge unless
Lender agrees to the merger in writing. '

BY SIGNING BELOW, Borrower accepts and agrees ‘o the terms and provisions contained
in this Second Home

Rider. 7’ e
o ;/:r ;%4/ -
f/Z«// "7{ (Seal) (Seal)

MICHAEL F Pviﬁlghﬁ"f” Borrowet Borrower

i

(Seal) (Seal)
Borrower Borrower

(Seal) (Seal)
Borrower Borrower

MULTISTATE SECOND HOME RIDER - Single Family - FNMA/FHLMC UNIFORM INSTRUMENT Fore 3890
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STATE OF OREGON: COUNTY OF KLAMATH © s,

Filed for record at request of Amerititle the 3ist day
of December AD., 19 _98 at 11:16 __ o’'clock AM., and duly recorded in Vol. _M98 s
of Mortgagpes on Page ___47975 .

ernetha G. Letsch, County Clerk
FEE $110.00 By_zfﬂﬁa; (Am/




