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DEED OF TRUST

DEFINITIONS

‘Words used in multiple sections of thi: document arc defined below and other words are defined in Sections
3,11, 13, .18, 20 and 21. Certain rules regarding the usage of words used in this document are aiso provided
in Sectior 16.

(4) "Security Instrument" means thi: document, which is dated DECEMBER 3, 1999

together with all Riders to this dozmert.

(B) "Borrunver” is DONALD E BAILEY JR AND DONALD E BAILEY SR AND MARY ANN
BAILEY

Eorrower is the trustor under this Secu:ity Instrument.
(C) "Lender" is KLAMATH FIRST FEDERAL SAVINGS AND LOAN ASSOCIATION

lenderiss . CORPCRATION
organized and existing under the laws of THE UNITED STATES OF AMERICA
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Lender’s address is 2300 MADISON STREET, KLAMATH FALLS, OR 97693

Lender is the beneficiary under this Security Instrument.
(D) "Truslee” is WILLIAM I SISEMORE

(E) "Mote" means the promissory note signed by Borrower and dated DECEMBER 3, 1999

The Note states that Borrower owes Lauder FORTY SEVEN THOUSAND NINE HUNDRED TWENTY AND
NO/1090 Dollars
(U.S. $47,920.00 ) plus interest. Borrower has promised to pay this debt in regular Periodic
Payments and to pay the debt in full no: later than ~ JANUARY 1, 2030

(F) "Propurty” means the property that is described below under the heading "Transfer of Kights in the
Froperty.”

(G) "Loan" means the debt evidence. by the Note, plus interest, any prepayment charges and late charges
due under the Note, and all sums due under this Security Instrument, plus interest.

() "Riders" means all riders to this Security Instrument that are execuled by Borrower. The following
riders are to be executed by Borrower [::heck box as epplicable]:

] Adjustable Rate Rider [ Condominium Rider [_] Second Home Rider
{__1 Balloon Rider [ Plan-ed Unit Development Rider [ 1ia Family Rider
{_] VA Rider [ Biwe kiy Payment Rider L] other(s) [specify}

(% "Applicable Law" means all controlling applicabie federal, state and local stamtes, regulations,
ordinances and administrative rules ard orders (that have the effect of law) as well as all applicable finzl,
ncn-appealible judicial opinions.

(N "Community Association Dues, ifees and Asscssmenis” means all dues, fees, assessmenis and other
charges thit are imposed on Borrower or the Property by a condominium association, homeowners
agsociation or similar organization.

(X) "Electronic Funds Transfer” me:ns any transfer of funds, other than a transaction originated by check,
draft, or similar paper instrument, wh:ch is initiated through an elecironic terminal, telephonic instrument,
computer, or magnetic iape so as (0 order, instruct, or authorize a financial institution to debit or credit an
account. Such term includes, but is not limited tc, point-of-sale transfers, antomated teller machine
trensactions, transfers initiated by telephone, wire transfers, and automated clearinghouse transfers.

(L) "Escrow Items" mean those items that are described in Section 3.

(M) "Miscilianeous Proceeds" means any compensation, settlement, award of damages, or proceeds paid by
any third party (other than insurance proceeds paid under the coverages described in Section 5) for (i)
damage to, or destruction of, the Propery, (ii) condemnation or other taking of all or any par of the Property,
(i) conveyance in lieu of condemnation or (iv) misrepresentations of, or omissions as to, the value and/or
condition of the Property.

(M) "Mortgage Insurance” means ins.rance protecting Lender against the nonpayment of, or default on, the
Loan.

(O) "Periodic Payment" means the re gularly scheduled amount due for (1) principal and interest under the
Note, plus (2) any amounts under Sectica 3 of this Security Instrument.

(F) "RESPA" means the Real Estaie Settlement Procedures Act (12 U.S.C. Section 2601 et seq.) and iis
implementirg regulation, Regulation X (24 C.F.R.Part 3500), as they might be amended from time to time,
or any addiional or successor legislation or regulation that governs the same subject rmter. As used in this
Security Instrument, "RESPA" refers tc all requirements and restrictions that are imposed in regard
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to a "federally related mortgage loan® cven if the Loan does not qualify as a “federally related mortgage loan”
under RESPA.

{Q) "Successor in Interest of Borrower” means any party that has taken title to the Property, whether or not
that party has assumed Borrower’s obl ;gations under the Note and/or this Security Instrurnent.

TRANSFER OF RIGHTS IN THE PROPERTY

This Security Instrument secures (o Lender: (a) the repayment of the Loan, and ali renewals, extensions and

modifications of the Note; and (b) tie performance of Borrower’s covenants and iagreements under this

Security Instrument and the Note. Fo: this purpose, Borrower irrevocably grants and conveys i Trustee, in

trust, with power of sale, the folilowing  described  property located in  the

COUNTY of KLAMATH :
{Type of Recording Jusisdiction] [Name oy’ Recording Juiisdiction]

LOT 27 CF PLEASANT HCME TRACTS, ACCORDING TO THE OFFICIAL PLAT THEREOF

ON FILE IN THE OFFICE OF "HE COUNTY CLERK OF KLAMATH COUNTY, OREGON.

which currently has the address of

1764 WIARD ST {Street]

) KLAMATH FALLS [Ciy}, Oregon 97603 [Zip Codel
(" Property Address”):

TOGETHER WITH all the imprc vements now or hereafter erected on the property, and ali easements,
appurienances, and fixtures now or hervafter a part of the property. All replacements am 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 seised of the estate hereby conveyed and has
the right to grant and convey the Proper;y and that the Property is unencumbered, except for encumbrances of
record. Borrower warrants and will def:nd generally the title to the Property against all claims and demands,
subject to any encumbrances of record.

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

UNIFORM COVENANTS. Borrosver and Lender covenant and agree as follows:

1. Payment of Principal, Intersst, Escrow Items, Prepayment Charges, and Late Charges.
Borrower shall pay when due the prir:ipal of, and interest on, the debt evidenced by the Nozx and any
prepayment charges and late charges ch:e under the Note. Borrower skall also pay funds for Escrow Items
pursuant to Section 3. Paymenis due. under the Note and this Security Instrument shall be made in U.S.
DOT  #:917843 RPPL #:99111€0047 - LOAN #:
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currency. However, if any check or oth>r instrument received by Lender as payment under the Note or this
Security Instrurent is returned to Lender unpaid. Lender may require that any or all subsaqueni paymenis
due under the Note and this Security Er.strument be made in one or more of the following forms, as selected
by Lender: (a) cash, (b) money order, -c) certified check, bank check, treasurer’s check or cashier's check,
provided any such check is drawn upon an institution whose deposits are insured by 2 federal agency,
instrumentality, or entity or (@) Electroric Funds Transfer.

Payments are deerned received by Lender when received at the location designatzd in the Note or at
such ather location as may be designated by Lender in accordance with the notice provisions in Section 15.
Lender may return any payment(s) or partial pay ment(s) if the payraeni(s) or partial payment(s) are
insufficient to bring the Loan curzent. Jender may accept any payment(s) or pardal payment(s) insufficient to
bring the loan current, without waiver of any rights hercunder or prejudice to its rights to refuse such
paymant(s) or partial payment(s) in the future, but Lender is not obligated to apply such payments at the timne:
such payments are accepted. If each Periodic Payment is applied as of iis scheduled cue date, then Lender
mred nol pay interest on unapplied funds. lender may hold such urapplied funds uptil Borrower makes
payment(s) to bring the Loan current. if Borrower does not do so within a reasonable period of time, Lender
chall eitter: apply such funds or remre them to Borrower. If not applied earlier, such fuads will be applied to
ihe outstarding principal balance uncer the Note immediately prior t© foreclosure. No offset or claim which
Borrower might have now or in the future against Lender shail relieve Borrower from making payments due
under the Note and this Security Instrument or performing the covenants and agreements secured by this
Security Instrument.

2. Application of Payments or proceeds. Except as otherwise described in this Section 2, all payments
zecepted and applied by Lender shall be applied in the follewing order of priority: (1) interest due under the
Note; (2) principal due under the No'2; (3) amounts due under Section 5. Such payments shall be applied to
pach Periodic Payment in the ordsr i~ which it became due. Any remaining amounts shall be applied first to
late charges, second to any other amounts due under this Security Instrument, and then to reduce the principal
balance of the Note.

If Lender receives a payment from Borrower for a delinquent Periodic Payraent which includes a
sufficient amount to pay any late chz.cge due, the payment may be applied to the delinquent payment and the
Jate charge. If more than one Periodic Payment is outstanding, Lender may apply any payment received from
Borrower to the repayment of the P riodic Payments if, and fo the extent that, each payment can be paid in
full. To the extent that any excess «xists after the payment is applied to the full payment of one or more
Periodic Payments, such excess miy be applied to any late charges due. Voluntary prepayments shall be
applied first to any prepayment CHArfes and then as described in the Note.

Ary application of payments, jnsurance proceeds, or Miscellaneous Proceeds to principal due under the
Note shall not extend or postpone the due date, or change the amount, of the Periodic Payments.

3. Funds for Escrow Items. Borrower shall pay to Lender on the day Periodic Payments are due under
the Motg, until the Note is paid in full, a sum (the "Funds") to provide for payment of amounts due for: (a)
taxes ard assessments and other it:ms which can attain priority over this Security Instrument as 2 lien or
encumbrance on the Property; (b) l:asehold payments Or ground rents oo the Property, if any; (€) premiums
for any and all insurance required by Lender under Section 5; and (d) Mortgage Insurance premiums, if any,
or any sums payable by Borrower to Lender in lieu of the payment of Mortgage Insurance premiums in
accordance with the provisions of Szction 10. These items are called "Escrow Items."” At originatior. or at any
time during the term of the Lozn, Lender may require that Community Association Dues, Fees and
Assessraents, if any, be escrowed by Borrower, and such dues, fees and assessments shall be an Escrow liem.
Borrower shall promptly furnish to Lender all notices of amounts t0 e paid vnder this Section. Borrower
shall pay Lender the Funds for Escrow Items unless Lender waives Borrower’s obligation to pay the Funds
for any.or all Escrow Items. Lende: may waive Borrower's obligation to pay to Leader Funds for any or all
Escrowi Ttems at any time. Any such waiver may only be in writing. In. the event of such waiver, Borrower
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shail pay directly, when and where pavable, the amounts due for any Escrow Items for which payment of
Funds has been waived by Lender and, if Lender requires, shall furnish to Lender receipts evidencing such
payment within such time period as Lender may require. Borrower’s oblipation to make: such payments and
to provide receipts shall for all purposes be deemed to be a covenant and agreement contained in this Security
Instrument, as the phrase "covenant and agreement” is used in Section 0. If Borrower is obligated to pay
Escrow Items directly, pursuant to a w.iver, and Borrower fails to pay the amount due for an Escrow liem,
Lender may exercise its rights under S-ction 9 and pay such amount and Borrower shall then be obligated
under Section 9 to repay to Lender any such amount. Lender may revoke the waiver as to any or all Escrow
Items at amy time by a notice given in ; ccordance wita Section 15 and, upon such revocation, Borrower shall
pay to Lender all Funds, and in such amounts, that are then required under this Section 3.

Lender may, at any time, collect and hold Funds in an amount (1) sufficient to permit Lender to apply
the Funds at the time specified under RiZSPA and (2) not to exceed the maimum amount a lender can require
under RESPA. Lender shall estimate tie amount of Funds due on the basis of current data and reasonable
estimates of expenditures of future Escrow Items or otherwise in accordancs with Applicable Law.

The Funds shatl be held in an institution whose deposits are insured by a federal agency, instrumentality,
o entity (including Lender, if Lender is an institution whose deposits are so insured} or in any Federal Home
Loan Bank. Lender shall apply the Funds to pay the Escrow Items no later than the time specified under
RESPA. Lender shall not charge Borrower for ho'ding and applying th: Funds, annually analyzing the
escrow account, or verifying the Esciow Items, unless Lender pays Borrower interest on the Funds and
Applicable Law permits Lender to mak: such a charge. Unless an agreemen: is made in writing or Applicable
Law requires interest to be paid on the Funds, Lender shall not be required to pay Borrower any interest or
earnings on the Funds. Borrower and ] ender can agree in writing, however, that interest shall be paid on the
Funds. Lender shall give to Borrower, without charge, an anmual accounting of the FFunds as required by
RESPA.

If there is a surplus of Furds ield in escrow, as defined under RESPA, Lender shall account to
Borrower ‘or the excess funds in accordance with RESPA. If there is 2 shortage of Funds held in escrow, as
cefined under RESPA, Lender shall notify Borrower as required by RESPA, and Borrower shall pay to
Lender the amount necessary to make up the shortage in accordance with RESPA, but in no more than twelve
roonthly payments. If there is a deficioncy of Funds held in escrow, as defined under RESPA, Lender shall
notify Borrower as required by RESPA, and Borrower shall pay to Lender the amount necessary 10 make up
the deficiexncy in accordance with RESPA, but in no rmore than twelve monthly payments.

Uport payment in full of all sums secured by this Security Instrument, Lender shall promptly refund to
Borrower any Funds held by Lender.

4. Charges; Liens. Borrower shall pay all taxes, assessments, charges, fines, and impositions
attributable to the Property which can attain priority over this Security Instrument, leasehold payments cr
ground rents on the Property, if any, and Community Association Dues, Fees, and Assessments, if any. To the
extent that these items are Escrow Iter's, Borrower shall pay them in the roanner provided in Section 3.

Borrower shall promptly dischzrge any lien -which has priority over this Security Instrument unless
Borrower: (a) agrees in writing to the payment of the obligation secured by the lien in & manner acceptable to
Lender, but only so long as Borrower is performing such agreement; (b) comtests the lizn in good faith by, or
gefends against enforcement of the lien in, legal proceedings which in Lender’s opinion operate 10 prevent the
enforcement of the liea while those proceedings are pending, but only until such procedings are concluded;
o (c) secares from the holder of the lien an agreement satisfactory to Lender subordinating the lien 10 this
Security Instrument. If Lender deterriines that any part of the Property is subject to a lien which can attain
priority over this Security Instromeri!, Lender may give Borrower a notice identifying the lien. Within 10
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days of the date on which that notize is given, Borrower shali satisfy the lien or take one or more of the
actions set forth above in this Sectior; 4.

Lender may require Borrower “o pay a one-time charge for a real estate tax verification and/or reporting
service used by Lender in connectior. with this Loan.

5. Property Insurance. Borrower shali keep the improvements now existing or hereafter erected on the
Property insured against loss by fire, hazards included within the term “"extended coverage,” and any otker
hazards including, but ot limited 19, carthquakes and floods, for which Lender requires insurance. This
insurance: shall be maintained in the amounts (including deductible levels) and for the periods thai Lender
requires. What Lender requires pursuant to the preceding sentences can ciiange during the term of the Loan.
The insurance carrier providing the insurance shall be chosen by Borrower subject to Lender’s rght to
disapprove Borrower's choice, wit:h right shall not be exercised unreasomably. Lender may require
Borrower to pay, in connection with this Loan, either: (1) a one-time charge for flood zone determination,
certification and tracking services or (2) a one-timie charge for flood zcne determiration and certification
services uand subsequemt charges each time remappings or similar changes occur which reasonably might
affect such determination or certificsition. Borrower shall also be respensible for the payment of any fees
imposed by the Federal Emergency Management Agency in connection with the review of any flood zone
determinztion resulting from an objection by Borrower,

If Borrower fails t0 maintain any of the coverages described atove, Lender may obtain insurance
coverage, at Lender’s option and Eorrower's expense. Lender is umder mo obligation to purchase any
particular type or amount of coverage. Therefore, such coverage shall cover Lender, but might or might not
protect Borrower, Borrower’s equity i1 the Property, or the contents of the Property, against any risk, hazard
or liability and might provide greuter or lesser Coverage than was previcusly in effect, Borrower
acknowledges that the cost of the insurance coverage so obtained might significantly exceed the cost of
insurance that Borrower could have ¢ yaired. Any amourts disbursed by Lender under this Section 5 shall
become additional debt of Borrower secured by this Security Instrument. These amounts shall bear interest at
tze Note rats from the date of disburseinent and shall be payable, with such interest, upon notice from Lender
to Borrower requesting payment.

All insurance policies required by Lender and repewals of such policies shall be subject to Lender's
tight to disapprove such policies, sball include a standard mortgage clause, and shall name Lender as
mortgagee and/or as an additional loss payee. Lender shall have the right to hold the policies and renewal
certificates. If Lender requires, Borrover shail promptly give to Lender all Teceipts of paid premiums and
renewal notices. If Borrower obtains a7y form of insurance coverage, not otherwise required by Lender, for
damage to, or destruction of, the Progrty, such policy shall include 2 saadard mortgage clause and shall
name Lender as mortgagee and/or as an additional loss payee.

in the event of loss, Borrower shall give prompt notice 1o 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, any insurance proceeds, whether or not the underlying insurance was required by Lender, shall be
applied to restoration or repair of the Property, if the restoration or repair is economically feasibie and
Lender’s security is not lessened. During such repair and restoration period, Lender shall have the right to
hold such insurance proceeds until Lender has had an opportunity 1o inspect such Property to ensure the work
has been compicted to Lender’s satisfi.ction, provided that sech inspection shall be undertaken promptly.
Lender may disbusse proceeds for the repairs and restoration in a single payment or in a series of progress
payments as the work is completed. U, i
interest 1o be paid on such insurance pic
earnings on such proceeds. Fees for public adjusters, or other third parties, retained by Borrower shall not be
paid out of the insurance proceeds and shall be the sole obligation of Borrower. If the restoration or repair is
not economigally feasible or Lender's sesurity would be lessened, the insurance proceeds shall be applied to
the sums secured by this Security Instrument, whethsr or rot then due, with the excess, if any, paid to
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Borrower. Such insurance proceeds shall be applied in the order provided for in Section 2.

If Borrower abandons the Propenty, Lender may file, negotiate and settle any available insurance claim
and related matters. If Borrower does not respond within 30 days to a notice from Lender that the insurance
carrier has offered to settle a claim, then Lender may negotiate and settle the claim. The 30-day period will
begin when the notice is given. In zither event, or if Lender acquires the Propert; under Section 22 or
otherwise, Borrower Lereby assigns 1 Lender (1) Borrower’s righis to any insurance preceeds in an amount
not to exceed the amounts unpaid unc 2r the Note or this Sccurity Instrument, and (2) aay other of Borrowes's
rights (other than the right to any rzfund of unearned premiums paict by Borrower) under all insurance
policies covering the Property, insofz r as such rights are applicable to the coverage of the Property. Lender
may use the insurance proceeds eithe: to repair or restore the Property or to pay amcunts unpaid under the
Note or this Security Instrument, whetrer or not then due.

6. Occupancy. Borrower shall ducupy, establish, and use 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 a: least one year after the date of occupancy, unless Lender otherwise
agrees in writing, which consent shi:l not be unreasoniably withheld, or unless exteauating circumstances
exist whicl are beyond Borrower’s cortrol.

7. Preservation, Maintenance and Protection of the Property; Inspections. Borrower shall not
destroy, damage or impair the Property, allow the Property to deteriorat or commit waste on the Property.
Whether or not Borrower is residing 1- the Property, Borrower shall maintain the Property in order to prevent
the Property from deteriorating or dec-easing in valuz due to its condition. Unless it is determined pursuant to
Section 5 that repair or restoration is 1t economically feasible, Borcower shall promptly repair the Property if
damaged (o avoid further deterioration or damage. If insurance or condemnation proceeds are paid in
connection with damage to, or the taking of, the Property, Borrower shall be responsibie for repairing or
restoring the Property only if Lender Las released proceeds for such purposes. Lender may disburse proceeds
for the repairs and restoration in a single payment or in a series of progress payments as the work is
completed. If the insurance or condemnation procecds are not sufficien: to repair or restore the Property,
Borrower is not relieved of Borrower’s obligation for the completion of such repair or restoration.

Lender or its agent may make reasomable entries upon and inspections of the Property. If it has
reasonable cause, Lender may inspect the interior of the improvements on the Property. Lender shall give
Borrower notice at the time of or prior (0 such an interior inspection specifying such reasonable cause.

8. Boirower’s Loan Application. Borrower shall be in default if, during the Loan application process,
Borrower or any persons or entities aiting at the direction of Borrower or with Borrower’s knowledge or
consent gave materially false, misleading, or inaccurate information or statements to Lender (or failed to
provide Lender with material information) in connection “with the Loan. Malerial representations include, but
are: not limited to, representations concerning Borrowsr’s occupancy of the Property as Borrower’s principal
residence.

9. Protection of Lender’s Interest in the Property and Righis Under this Security Instrument. If
(1) Borrower fails to perform the covenants and agreements contained in this Security Instrument, (2) there is
a legal proceeding that might significantly affect Lender’s interest in the Property and/or rights under this
Security Instrament (such as a procecding in bankruptcy, probate, for condemnation or forfeiture, for
enforcement of a lien which may atizin priority over this Security Instrument or to enforce laws or
regulations), or (3) Borrower has abandoned the Property, then Lender may do and pay for whatever is
reasonable or appropriate to protect Lender’s interest in the Property and rights under this Security
Instrument, including protecting and/or assessing the value of the Property, and securng and/or repairing
the Property. Lender’s actions can include, but are not limited to, (1) paying any sums secured by a lien
which has priority over this Security  Instrament, (2) appearing in court, and (3) paying reasonable
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attorneys’ fees to protect its interest in the Property and/or rights under tis Security Instrument, including its
secured position in a bankruptcy proceding. Securing the Property includes, but is zot limited to, entering the
Property 1 make repairs, change loc'ss, replace or board up doors and windows, drain water from pipes,
¢liminate huilding or other code violitions or dangerous conditions, and have utilities turned on or off.
Although Lender may take action under this Section 9, Lender does not have to do so and is not under any
ctaty or obligation to do so. It s ag-eed that Lencer incurs no liability for not mking amy or all actons
authorized under this Section 9.

Any amounts disbursed by Lender under this Section 9 shall become additioral debt of Borrower
secured by this Security Instruipent. These amounts shall bear interest at the Note rate from the date of
disbursement and shall be payable, -vith such interest, upon notice from Lender to Borrower requesting
payment.

If this Security Instrument is on 1 leasehold, Borrower shall comply with all the provisions of the lease.
If Borrower acquires fee title to the Property, the leasehold and the fee titie shall not merge unless Lender
agrees to the merger in writing.

10. Iortgage Insurance. If Lender required Mortgage Insurance as a condition of making the Loan,
Borrower shall pay the premiums reguired to maintain the Mortgage Insurance in effect. If, for any reason,
the Mortgage Insurance coverage recaired by Lender ceases to be available from the mortgage insurer that
previously provided such insurance ind Borrower was required to make separately designated payments
toward th: premiums for Mortgage Iisurance, Borrower shall pay the premijurns 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 an alternate mortgage insurer
selected by Lender. If substantiaily ¢uivalent Mortgage Insurance coverage is not available, Borrower shall
continue to pay to Lender the amount of the separately designated payments that were cue when the insurance
coverage ceased to be in effect. Lencer will accept, use and retain these paymenis as a non-refundable loss
teserve in. lieu of Mortgage Insurance. Such loss reserve shall be non-refundable, notwithstanding the fact that
the Loan is ultimately paid in full, ard Lender shall not be required to pay Borrower zny interest or earnings
on such loss reserve. Lender can no jonger require ioss reserve payments if Mortgage Insurance coverage (in
the amouant and for ihe period that Lender requires) provided by an insurer selected by Lender again becomes
available. is obtained, and Lender recuires separately designated payments toward the premiums for Mortgage
Insurance. If Lender required Mortpage Insurance as a conditicn of meking the Loan and Borrower was
required to make separately designated payments toward the premiums for Mortgage Insurance, Borrower
shall pay the premiams required to maintain Mortgage Insurance in effect, or to provide a non-refundable loss
reserve, until the Lender’s requirement for Mortgage Insurance ends in accordince with any written
agreement between Borrower and Lender providing for such termination or until termination is required by
Applicable Law. Nothing in this Section 10 affects Borrower’s obligation to pay interest at the rate provided
in the Note.

11. Assignment of Miscellaneous Proceeds; Forfeiture. All Miscellaneous Proceeds are hereby
assigned to and shall be paid to Lender.

If the Property is damaged, stch Miscellaneous Proceeds shail be applied to restoration or repair of the
Property, if the restoration or repai- is economicaily feasible and Lender’s security is rot lessened. During
such repair and restoration period, Lender shall have the right to hold such Miscellanecus Proceeds umtil
Lender has had an opportunity 1o inspect such Property (o ensure the work has been completed to Lender’s
satisfaction, provided that such inspaction shall be undertaken promptly. Lender may pay for the repairs and
restoration in a single disbursement or ina series of progress payments as the work is completed. Unless an
agreement is made in writing or Applicable Law requires interest to be paid on such Miscellanzous Proceeds,
Lender shalt not be required to pay Borrower any interest or earnings on such Miscellaneous Proceeds. If the
restoration OF repair is not economizally feasible or Lender’s security would be lessened. the Miscellaneous
Proceeds shall be apolied to the surus secured by this Security Instrumeri, whether or not then due, with the
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excess. if any, paid to Borrower. Such ‘discellaneous Procecds shall be applied in the order provided for in
Section 2.

In the =vent of a total taking, destiuction, or loss in value of the Property, the Miscellaneous Proceeds
shall be applied to the sums secured by this Security Jnstrwrent, whether or not then due, with the excess, if
any, paid to Borrower.

In the event of a partial taking, destruction, or ioss in value of the Property in which the fair market
value of the Property immediately befors the partial taking, destruction, or loss in value is equal to or greater
shan the amount of the sums secured by this Security Instrument immediately before the partial taking,
destruction, or loss in value, unless Bor-ower and Lender otherwise agres in writing, the sums secured by this
Security Instrument shall be reduced by the amount of the Miscellaneous Proceeds multiplied by the
following fraction: (a) the total amount of the sums secured immediately before the partial taking, destruction,
or loss in value divided by (b} the fair market value of the Property imnmediately before the partial taking,
destruction, or loss in value. Any balari:e shall be paid to Borrower.

In the event of a partial taking, destruction, or loss in value of the Property in which the fair market
value of the Property immediately belore the partial taking, destruction, or loss in value is less than the
amount of the sums secured immedintely before the partial taking, destruction, or loss in value, unless
Borrower and Lender otherwise agree in writing, the Miscellaneous Proceeds shall be applied to the sums
secured by this Security Instrument whether or not the sums age then due.

If the Property is abandoned by )iorrawer, or if, after notice by Lender to Borrower that the Opposing
Party (as defined in the next sentence) offers to make an award to seitle a claim for damages, Borrower fails
to respond to Lender within 30 days .fter the date tie notice is given, lender is authorized to collect and
apply the Miscellaneous Proceeds eithe:: to restoration or repair of the Property or 10 the sumns secured by this
Security Instrument, whether or not than due. "Opposing Party” means the third party that owes Borrower
Miscellaneous Proceeds or the party against whom Borrower has a right of action in regard to Miscellaneous
Proceeds.

Borrower shall be in default if any action or proceeding, whether civil or criminal, is begun that, in
Lender’s judgment, could result in forfuiture of the Property or other material impairmernt of Lender’s interest
in the Property or rights under this Security Instrument. Borrower can cure such 2 default and, if acceleration
has occurred, reinstate as provided in Section 19, by causing the action or proceeding t> be dismissed with a
ruling that, in Lender’s judgment, precludes forfeiture of the Property or other muterial impairment of
Lender’s interest in the Property or rights under this Security Instrument. The proceeds of any award or claim
for damages that are attributable to the impairment of Lender’s interest in the Property are hereby assigned
and shall be paid to Lender.

All Miscellaneous Proceeds that are not applied to restoration or repair of the Property shall be applied
in the order provided for in Section 2.

12. Borrower Not Released; I‘orbearance By Lender Not a Waiver. Extension of the time for
payment or modification of amortizaton of the sums secured by this Secusity Instrument granted by Lender
10 Borrow:r or any Successor in Interest of Borrower shall not operate to release the liability of Borrower or
any Successors in Interest of Berrower. Lender shall not be required to commence proceedings against any
Successor in Interest of Borrower or to refuse to exiend time for payment or otherwiss modify amortization
of the sums secured by this Security ‘nstrument by reason of any demand made by the original Borrower or
anmy Successors in Interest of Borrower. Any forbearance by Lender in exercising any right or remedy
including, without limitation, Lender’s acceptance of payments from third persons, ertities or Successors in
Interest of Borrower or in amounts l:ss than the amcant then due, skall not be a waiver of or preciude the
exercise of any right or remedy.

13. Joint and Several Liability: Co-signers; Successors and Assigns Boundl. Borrower covenanis ard
egrees thiat Borrower's obligations «nd liability shall be joint and several. However, any Borrower who
co-signs this Security Instrument br:t does not execute the Mote {a "co-sigoer”): (2) is co-signing this
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Security Instrument only io mortga;e, grant and convey the co-signer’s interest in the Property under the
terms of this Security Instrument: () is not personally obligated to pay the sums secured by this Security
Instrument; and (c) agrees that Lendor and any other Borrower can agree to extend, niodify, forbear or make
any accommodations with regard to 1he terms of this Security Instrument or the Note without the co-signer’s
consent.

Subject to the provisions of Section 18, any Successor in Interest of Borrower wiho assumes Borrower’s
obligations under this Security Ins:rument in writing, and is approved by Lender, shall obtain all of
Borrower’s rights and benefits usder this Security Instrument. Bozrower shall not be released from
Borrower’s obligations and liability under this Security Instrument unless Lender agrees to such release in
writing. 'The covenanis and agreemets of this Security Instrument shall bind (except as provided in Section
20} and btenefit the successors and assigns of Lender.

14. lLoan Charges. Lender may charge Borrower fees for services performed in conmection with
Borrower’s default, for the purposs of protecting Lender’s interest in. the Property and rights under this
Security Instrument, including, but r.ot limited to, attorneys® fees, propeny inspection and valuation fees. In
regard to any other fees, the absence of express authority in this Security Instrument o charge a specific fee
to Borrower shall not be construed as a prohibition on the charging of such fee. Lender may not charge fess
that are expressly prohibited by this £ zcurity Instrumient or by Applicable Law.

If the Loan is subject to a law which sets maximum loan charges, and that law is finally interpreted so
that the interest or other loan charges collected or to be collected in connection with the Loan exceed the
permitted limits, then: (a) any such lsan charge shall be reduced by the amount necessary to reduce the charge
to the permitted limit; and (b) any sums already collected from Borrower which exceeded permitted 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 te Borrower. If a refund reduces principal, the reduction will be
ticated as a partial prepaymen: without any prepayment charge (whether or not a prepayment charge is
provided for under the Note). Borrowar’s acceptance of any such refund made by direct payment to Borrower
will constitute a waiver of any right o' action Borrower might have arising out of such overcharge.

15. Notices. All notices given ty Borrower or Lender in connection with this Security Instrument must
e in writing. Any notice to Borrowur in connection with this Security Instrument shall be deemed to have
been given to Borrower when mailed by first class mail or when actually delivered to Borrower’s notice
address i sent by other means. Notice to any one Borrower shall constitute notice to all Borrewers unless
Applicable Law expressly requires otherwise. The notice address shall be the Property Address unless
Borrower has designated a substitut: notice address by notice to Lencler. Borrower shall promptly notify
Lender of Borrower's change of addrass. If Lender specifies a procedure for reporting Borrower's change of
address, then Borrower shall only report a change of address through that specified procedure. There may be
only one designated notice address under this Security Instrument at any one time. Any notic~ to Lender shall
be given by delivering it or by mailig it by first class mail to Lender’s address stated herein unless Lender
has designated another address by notice to Borrower. Any notice in connection with this Security Instrument
shall not be deemed to have been given to Lender until actually received by Lender. If any notice required by
this Security Instrument is also requized under Applicable Law, the Applicable Law requirement will satisfy
the corresponding requirement under s Security Instrument.

16. Governing Law; Severability; Rules of Construction. This Security Instrurnent shall be governed
by federal law and the law of the jurisdiction in which the Property is located. All rights and obligations
contained in this Security Instrument are subject to any requirements and limitatiors of Applicable Law.
Appiicable Law might explicitly or implicitly allow the parties to agree by contract or it might be silens, but
such silerce shall not be construed as a prohibition agaiost agreement by contract. In the event that any
provision cr clause of this Security Instrument or the Note conflicts with Applicable Law, such conflict shall
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not affect otrer provisions of this Secwity Instrument or the Note which can be given effect without the
conflicting pravision.

As usetl in this Security Instrum:nt: (1) words cf the masculine gender shall mean and include
corresponding neuter words of words of the feminine gender, (2) words in the singular shall mean and
include the plural and vice versa, and (3 the word "may” gives sole discretion without any obligation to take
any action.

17. Borrower’s Copy. Borrower uhall be given one copy of the Note and of this Security Instrument.

18. Transfer of the Property or a Beneficial Interest in Borrower. As used in this Section 18,
"Irqerest in the Property” means any legal or beneficial interest in the Property, including, but not limited to,
those beneficial interests transferred in a bond for deed, contract for deed, instzllment sales contract Or €5Crow
agreement, the intent of which is the transfer of title by Borrower at a future daie to 2 purchaser.

1f all or any part of the Properiy or any Interest in the Properiy is sold or transferred (or if Borrower is
not a natural person and 2 beneficial interest in Borrower is sold or transferred) without Lander’s prior writien
consent, Leader may require immediate payment in full of all sums secured by this Security Instrument.
However, this option shall not be exercized by Lender if such exercise is prohibited by fecleral law.

{f Lender exercises this option, “ender shall give Borrower notice of acceleration. The notice shall
provide a period of not less than 30 days from the date the notice is given in accordance with Section 15
within which Borrower must pay a1l suins secured by this Security Instrumeat. If Borrower fails 1o pay these
sums prior to the expiration of this pariod, Lender may invoke any remedies permilted by this Security
Irstrument without further notice or deriand on Borrower.

19. Borrower’s Right te Reinstate  After Acceleration. If Borrower meets certain conditions,
Rarrower shall have the right to have enforcement of this Security Instruraent discontinied at any time prior
to the earliest of: (i) five days before: sale of the Property pursuant to any power of sale contained ia this
Security Instrument; (ii} such other period as Applicable Law might specify for the termination of Borrower’s
right to reinstate; or (iii) entry of a judgment enforcing this Security Instrument. Those conditions are that
Borrower: (3) pays Lender all sums waich then would be due under this Security Instrument and the Note as
if no acceleration had occurred; (b) cures any default of any other covenants Of agreements; () pays all
expenses incusred in enforcing this Scurity Instrument, including, but not limited to, reasonable attorneys’
fees, property inspection and valuation fees, and other fees incurred for the purpose of protecting Lender’s
interest in the Property and rights under this Security Instrument: and (d) takes such action as Lender may
reasonably require to assure that Lerder’s interest in the Property and rights under this Security Instrument,
and Borrewer’s obligation 10 pay the sums secured by this Security Instrument, shall continue unchanged.
Lender miy require that Borrowsr pzi/ such reinstatement sums and expeases in ope or mere of the following
forms, as selected by Lender: (a) cash, (b) money order, (c) certified check, bank check, treasurer’s check or
cashier’s clieck, provided any such ch.2ck is drawn vpon an institution whose deposits are insured by a federal
agency, instrumentality or entity of (d) Electronic Funds Transfer. Upon reinstatement by Borrower, this
Security [nstrument and obligations secured hereby shall remain fully effective as if no acceleration had
occurred. However, this right to reinsate shall not apply in the case of aceeleration under Section 18.

20. Sale of Note; Change of Loan Servicer; Notice of Grievance. The Note or a partial interest in the
Note (together with this Security Instiument) can be sold one or more times without prior notice t0 Borrower.
A sale might result in a change in th.2 entity (kmown as the "Loan Servicer") that collects Periodic Payments
due under the Note and this Secury Instrument and performs other mortgage loan servicing obligations
under the Note, this Security Instrurnent, and Applicable Law. Therc also might be one or more changes of
the Loan Servicer unselated to 2 sale of the Note. If there is a change of the Loan Servicer, Borrower will be
given written notice of the change which will state the name and address of the new Loan Servicer, the
address 0 which payments should bz made and any other information RESPA requires in connection with 2
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nosice of transfer of servicing. If the No-: is sold and thereafter the Loan is serviced by a Loan Servicer other
then the purchaser of the Note, the mortgage loan servicing obligations to Borrower will remain with the
Lcan Servicer or be transferred to 2 successor Loan Servicer(s) and are ncit assumed by the Note purchaser
unless otherwise provided by the Note purchaser.

Neither Borrower nor Lender may commence, join, or be joined to any judicial action (as either an
individual litigant or the member of a ¢1ss) that arises from the other party’s acticns pursuant to this Security
Instrument oz that alleges that the other party has breached any provision of, or any duty owed by reason of,
this Security Instrument, until such Borzower or Lender has nof ified the other party (with such notice given in
compiiance with the requirements of 8 cction 15) of such alleged breach and afforded the other party hereto a
reasonable period after the giving of such notice to tzke corrective action. If Applicable Law provides a time
period which must elapse before certai action can be taken, that time period. will be dee med to be reasonable
for purposes of this paragraph. The nciice of acceleration and opportunity 1o Cure given o Borrower pursuant
10 Section 22 and the notice of acceleration given to Borrower pursuant to Section 18 shail be deerned to
satisfy the notice and opportunity to tak: corrective action provisions of this Section 20.

21. Hazardous Substances. At used in this Section 21: (1) "Kazardous Substances” are those
substances defined as toxic or hazardous substances, pollulants, or wastes by Environmental Law and the
following substances: gascline, Kkeroseae, other flammable or toxic petroleum products, toxic pesticides and
hierbicides. volatile solvents, material: containing asbestos of formaldehyde, and radioactive materials; (2)
"Environmental Law” means federal Inws and laws of the jurisdiction where the Property is located that relate
10 health, safety or environmenial pratection: (3) “Environmental Cleanup” includes any response action,
remedial zction, or removal action, as defined in Environmental Law and {4) an "Environmental Condition™
taeans a condition that can cause, contribuie to, or otherwise trigger an Environmental Cleanup.

Borrower shall not cause or permit the presence, usc, disposal, storage, or release of any Hazardous
Substances. or threaten to release any Hazardous Substances, on Or in the Property. Borrower shall not do,
nor allow anyone else to do, anything affecting the Property (1) that is in violation of any Environmental
Law, (2) which creates an Environmacntal Condition or (3) which, due i© the presence, use, of release of a
‘Hazardous Substance, creates a condition that adversely affects the value of the Property. The preceding two
sentences shall not apply to the presznoce, use, or storage on the Property of small quantities of Hazardous
Substances that are generally recognized to be appropriate 10 normal residential uses and to maintenance of
the Property (including, but not limiz:d to, hazardous substances in consumer products).

Borrower shall promptly give I ender written notice of (1) any investigation, claim, demand, lawsuit or
other aciion by any governmental or regulatory agerncy or private pariy involving the Property and any
Hazardois Substance Or Enviromnental Law of which Borrower has actual knowledge; (2) any
Enviromnental Condition, including but not limited to, any spilling, lealing, discharge, release or threat of
release of any Hazardous Substancs, and (3) any condition caused by the presence, use Of release of a
Hazardous Subsiance which adversely affects the value of the Property. If Borrower learns, or is notified by
any governmental or regulatory aut-ority, or any private party, that any removal or other remediation of any
Hazardous Substance affecting the I'roperty is necossary, Borrower shall promptly take 21l necessary remedizl
actions ir accordance with Environnental Law. Mothing herein shall create any obligation on Lender for an
Environmental Cleanup.
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NON-UNIFORM COVENANTS. Borrower and Lender further covenant and agree as follows:

22. Acceleration; Remedies. Lender shall give notice te Borrower prior to acceleration following
Borrower’s breach of any covenunt or agreement in this Security Instrument (but not prior to
acceleration under Section 18 unless Applicable Law provides otherwise). The notice shall specify: (a)
the defauit; (b) the action required to cure the default; (c) a date, not less than 70 days from the date
the notice is given to Borrower, by which the default must be cured; and (d) that failure to cure the
default on or before the date specitied 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 nnd the right to bring a court action to assert the non-cxistence ofa
default or any other defense of Borrower to acceleration and sale. If the default is not cured on or
before thi: date specified in the notize, Lender al its option may require immedizate payment in full of
all sams secured by this Security lustrument without further demand and may invoke the power of
sale and any other remedies permitted by Applicable Law. Lender shall be entitled to collect ali
expepses incurred in pursuing the remedies provided in this Section 22, including, but not limited to,
reasonablz attorneys’ fees and costs of title evidence.

If Lender invokes the power of sale, Lender shall execlite or cause Trustee to execute a written
notice of the accurrence of an event of default and of Lender’s election to cause the Property to be sold
and shall cause such notice to be recorded in each county in which any part of the Property is located.
Lender or Trustee shall give notice of sale in the manner prescribed by Applicable Law to Borrower
and to olher 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 te:ms designated in the notice of sale in one or more parcels and in
any order Trustee determines. Trustoe may postpone sale of ail or any parcel of the Property by public
announceinent at the time and place of any previously scheduled sale. Lender or its designee may
purchase the Property at any sale.

Truslee 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 thie proceeds of the sale in the
following order: (a) to all expenses of the sale, including, but not Emited to, reasonable Trustee’s and
attorneys’ fees; (b) 10 all sums securcd by this Security Instrument; and (c) any excess to the person or
persons legrily entitled to it.

23. Reconveyance. Upon paymern:t of all sums secured by this Security Instrument, Lender shall requesl
Trustee to reconvey the Property and :hall surrender this Security Instruroent and all rotes evidencing debt
secured by this Security Instrument to Trustee. Trustee shall reconvey the Property without warranty to the
person or persons legally entitled to it. Such person or persons shall pay ary recordation costs. Lender may
charge suchi person or persons a fee for reconveying the Property, but only if the fee is paid to a third party
(such as the Trustee) for services readersd and the cha rging of the fee is permitted under Applicable Law.

24. Substitute Trustee. Lender may from time to time remove Trustee and appoirt a successor trustee
to any Trustee appointed hereunder. Without conveyauce of the Property, the successor trustee shall succeed
to ali the title, power and duties conferred upon Trustee herein and by Applicable Law.

25. Attorneys’ Fees. As used in i:is Security Instrument and in the Note, "attorneys’ fees” shall include
any attorney's’ fees awarded by an appellate coust.

26. Pyrotective Advances. This Security Instrument secures any advaaces Lender, at its discretion, may
make under Section 9 of this Security fi:strument to protect Lender’s interest in the Property and rights under
this Security Instrument.
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BY SIGNING BELOW, Borrower accepts and agrees to the terms and covenants contained in this
Sgcurity Instrument and ip any rider(s) executed by Borrower and recordsd with it.

Witnesses:

- D d =N %3\\\6! TR se

DONALD E BAILEY JR -Bormower

fz?oww . GOQ,CZ’, «1}3 (Seal)

DONALD E BAILEY SR \/ -Borrower

Y\N\Q \}/L-\q/v\w@ o &s /U\ (Seal) (Seal)

YF.A.RY ANN BA EX -Borrov.er

-Borrower

(Seal) (Seal)

-Borrower -Borrower

(Seal) (Seal)

-Barrower -Borrower

i R R L R R T E L L L T L

"UNDER OREGON LAW, MOST AGREEMENTS, PROMISES, AND COMMITMENTS MADE

BY US AFTER OCTOBER 3, 198% CONCERNING LOANS AND OTHER CREDIT
ATENSIONS WHICH ARE NOT F(CR PERSONAL, FAMILY OR HOUSEHOLD

PURPOJES OR SECURED SOLELY BY THE BORROWER'S RRE ;IDENCE MUST BE

IN WRITING, EXPRESS CONSIDERATION iND BE SIGNED BY US TO BE

ENFORCEABLE. "
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STATE OF OREGON, Lyy / v County ss:
Onthis % f?( dayof [Aorgy “_é)gr /999G . personally appeared the above named

LONALD E. BAILEY, SE. JUARY ann BANEY
ard DONALD E BA ILEY, TR,

and acknowledged the foregoing instruinent te be histher/their voluntary act and deed.

My Commission Expires: Before me
(Official Seal) % a _ )j/ }é—/ 7
S ST ESE SSSSGISa D‘(/(Al A J
£ gggﬁ'g%lb NO!al'y blic for Oregon
HOTARYPUBLIC-O’?EGON

ISSIONNO. 527508
u\!cgfb{f&lou EXPIRES uov 15.2()‘3
TS S S Ss SS e
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Linda Smith,
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