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DEED OF TRUST

DEFINITIONS

Words used 1. multiple seciions of this document are defined below and other words are defined in

Sections 2. 11 13 18, 20 and 21. Certain rules regarding the usage of words used in this document
ate also prot e il Secan 10,

(A) "Security Instrunient” means this document, whichi is dated = MAY 30, 2003
together with all Riders 1o this document.

(B) "Borrotwer” is. ANDREW M. JOHNSTON AND KARA A. JOHNSTON, HUSBAND AND WIFE
AS TENANTS BY THE ENTIRETY

Borrower is he 1rustor vnder this Security Instrument.

(CY"Lende:": BANK GF AMERICA, N.A.

Lenderisa  NATIONAL BAMNKING ASSOCIATION

organized and cxisting under the lavs of  THE UNITED STATES OF AMERICA

OREGON - Single Family = Fanr:e Mae/Freddje Mac UNIFORM INSTRUMENT Form 3038 1/01
@2, ~6(OR) © 1w
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Lender’s address is 300 ELL INWOOD WAY, SUITE 201, PLEASANT HILL, CA 945230000

Lender is the beneficiary under this Security Instrument.
(D) "Trustee”1s  FIRST AMERICAN TITLE INSURANCE COMPANY

(E) "Note" means the promissory note signed by Borrower and dated  MAY 30, 2003

The Note states that Borrower owes Lender ONE HUNDRED EIGHT THOUSAND FIVE HUNDRED
AND 00/100 Dollars
(US.$ 108,500 00 ) plus interest. Borrower has promised to pay this debt in regular
Periodic Pay ments and to pay the debt in full not later than ~ JULY 01, 2023 .
(F) "Property™ means the property that is described below under the heading "Transfer of Rights
in the Property "

(G) "Loan" means the debr evidenced 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.

(H) "Riders” means all Riders to this Security Instrument that are executed by Borrower. The
following Riders are to be exccuted by Borrower [check box as applicablel:

[ ] Adjustable Rate Rider [ ] Condominium Rider {__|Second Home Rider
[ ] Balloon Rider [ ] Planned Unit Development Rider [ | 174 Family Rider
[ ] VA Rider [ ] Biweekly Payment Rider [ ]Other(s) [specify]

(I) "Applicable Law" means all controllinig applicable federal, state and local statutes, regulations,
ordinances and adminisirative rules and orders (that have the effect of law) as well'as all applicable
final, non-appealable jud:cial opinions.

(I) "Community Association Dues, Fees, and Assessments” means all dues, fees, assessments
and other charges that are 1miposed on Borrower or the Property by a condominium association,
homeowners association or similar organization.

(K) "Electronic Funds Transfer" means any transfer of funds, other than a transaction originated
by check, draft, op Similar paper instrument, which is initiated through an electronic terminal,
telephonic instrument, computer, Of magnetic tape so as to order, instruct, or authorize a financial
institution to debit or credit an account. Such term includes, but is not limited to, point-of-sale
transfers, automated telier machine transactions, transfers initiated by telephone, wire transfers, and
automated clesringhouse transfers.

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

(M) "Miscellaneous Proceeds” means any compensation, settlement, award of damages, or
proceeds paid by any thrd party (othier than insurance proceeds paid under the coverages described
in Section 5) forr (1) damage to, or destruction of, the Property; (ii) condemnation or other taking of
atl orany paci of the Property; (iu) conveyance in lieu of condemnation; or (iv) misrepresentations
of, or omissions as 10, the value andlor condition of the Property.

(N) "Mortgage Insurance” means insurance protecting Lender against the nonpayment of, or
default on. 1lie Loan.

(O) "Periodic Payment" means the regularly scheduled amount due for (i) principal and interest
under the Note, plus {ii} any amounts under Section 3 of this Security Instrument.

(P) "RESP 4" means the Real Distare Settlement Procedures Act (12 U.S.C. Section 2601 et seq.)
and its implementing 1 gulation, Regulation X (24 C.E.R. Part 3500), as they might be amended
from time (o fime, or «ny additional or successor legislation or regulation that governs the same
subject matrer As useld it this Sccurity Instrument, "RESPA" refers to all\requirements and

Initials

@@—B(OR) ©0104) Page 2 of 16
CVCR 05730703 11 B35 AM F568233112

Form 3038 1/01




44431

restrictions that are imposed in regard to a "federally related mortgage loan" even 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 obligations under the Note andfor this Security
Instrument.

TRANSIFER OF RIGH'I'S IN THE PROPERTY

This Security Instrument <ccures to Lender: (i) the repayment of the Loan, and all renewals,
extensions and modifications of the Note; and (ii) the performance of Borrower’s covenants and
agreements under this Security Instrument and the Note. For this purpose, Borrower irrevocably
grants and conveys to Trustee, in trust, with power of sale, the following deseibed property located
in the COUNTY of KLAMATH :
[Type of Recording Jurisdiction] [Name of Recording Jurisdiction]
LOT 19 IN BLOCK 18 OF HILLSIDE ADDITION, ACCORDING TO THE OFFICIAL PLAT
THERECF OM FILE IN THE OFFICE OF THE COUNTY CLERK OF KLAMATH COUNTY,,
OREGON

which currently has the iddress of
1941 DEL MORO STREET [Street]

KLAMATH FALLS [Cityl, Oregon 87601 [Zip Codel
("Property Address”):

TOGETHER WITIH o 1 the improvements now or hereafter erected on the property, and all
casements, appurtenancys, and fintures 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
Securitylnstrument as the "Property.”

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

THIS SECURITY [INSTRUMENT combines uniform covenants for national use and
non-uniform covenants with limited variations by jurisdiction to constitute a uniform security
mstrument covering real property. 5

UNTFORNM COVENANTS. Borrower and Lender covenant and agree as follows:

I. Payenent of Principal, Interest, Escrow Items, Prepayment C arges, and Late
Charges. Borrower sheil pey when due the principal of, and interest on, the debi evidenced by the
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Note and any prepayment charges and late charges due under the Note. Borrower shall also pay
funds for Escrow Items pursuant to Section 3. Payments due under the Note and this Security
[nstrument shall be made in U.S. currency. However, if any check or other instrument received by
Lender as payment under the Note or this Security Instrument is returned to Lender unpaid, Lender
may require that any or all subsequent payments due under the Note and this Security Instrument 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 nstitution whose deposits are insured by a federal agency, instrumentality, or entity; or (d)
Hlectronie Ifunds Transfer

Payments are deemed recetved by Lender when received at the location designated in the Note
or at such other location as may be designated by Lender in accordance with the notice provisions in
Section 15. Lender may return any payment or partial payment if the payment or partial payments
are insufficient to bring tre Loan current. Lender may accept any payment or partial payment
insufficient to bring the Loan current, without waiver of any rights hereunder or prejudice to its
rights to refuse such payment or partial payments in the future, but Lender is ot obligated to apply
such payments at the time sach payments are accepted. If each Periodic Payment is applied as of its
scheduled duc date, then | ender need not pay interest on unapplied funds. Lender may hold such
unapplied funds until Borrower makes payment to bring the Loan current. If Borrower does not do
so within a reasonable peirind of time, Lender shall either apply such funds or return them to
Borrower. If not applicd curiier, such funds will be applied to the outstanding principal balance
under the Note immediate! prior to foreclosure. No offset or claim which Borrower might have
nos orn the future again.: Lender shall relieve Borrower from making payments due under the
Note and this Security Insirument or performing the covenants and agreements secured by this
Security Instrument.

2. Application of ’ay ments or Proceeds. Except as otherwise described in this Section 2,all
payments accepted and apphed. by Lender shall be applied in the following order of priority: (a)
interest due under the Nor 3(b) principal due under the Note; (c) amounts due under Section 3.
Such payments shall be applicd to each Periodic Payment in the order in 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 e 1o reduce the principal balance of the Note.

If Lender receives & piy ment from Borrower for a delinquent Periodic Payment which includes
a suffigient amount to pay an late charge due, the payment may be applied to the delinquent
pa ment and thetdate cha o i more than one Periodic Payment is outstanding, Lender may apply
any pay Mt received “or Borrower o the repayment of the Periodic Payments if, and to the
extent that, each payment can be paid i [ull. To the extent that any excess exists after the payment is
applied to the full paymeai of one o more Periodic Payments, such excess may be applied to any
fale charges due. Voluntary prepayments shall be applied first to any prepayment charges and then
as described in the Note.

Any application of pay ments, insurance proceeds, or Miscellaneous Proceeds to principal due
under the Note shall not o terd 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 Nore, unii. .« Note is puid in full, a sum (the "Funds") to provide for payment of
amounts due for (a) 1aves and assessments and other items which can attain priority over this
Securits Instrument as ¢+ 9 or wneimbrance on the Property; (b) leasehold payments or ground
rents on the Property .l ¢ o (<) premiums for any and all insurance req\l'kred by Lender under

Section 5y and (d) Mortaepc Insurance premiums, if any, or any sums payible by Borrower to
ender i lieu of the pay e 1 of Mortgage Insurance premiums in accordance with the provisions of
Secetion 10, Phese items are called "Iiscrow Items." At origination or a time during the

Intials

%_S(OR) o104 Page 4 of 16
CVOR 05/30/02 11 +5 ~M 6568885112

Form 3038 1/01




44433

term of the Loan, Lender may require that Community Association Dues, Fees, and Assessments, if
any, be escrowed by Borrower, and such dues, fees and assessments shall be an Escrow Item.
Borrower shall promptly furnish to Lender all notices of amounts to be paid under 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. Lender may waive Borrower’s obligation to pay to
Lender Funds for any or all I'scrow [tems at any time. Any such waiver may only be in writing. In
the event of such waiver, Borrower shall pay directly, when and where payable, the amounts due for
any Iiscrow 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 obligation 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 9. If Borrower is obligated {0 pay Escrow Items
directly, pursuant to a waiver, and Borrower fails to pay the amount due for an Escrow Item; Lender
may exercise its rights under Section 9 and pay such amount and Borrower shall then be obligated
under Section 9 to repay 1o Lender any such amount. Lender may revoke the waiver as to any or all
Iiscrow Items at any time by a notice given in accordance with Section 15 and, upon such
revocation, Borrower ohall pay to Lender all Funds, and in'such amounts, that are then required
under this Section 3.

I'ender may, aran. time collect and hold Punds in an amount {a) sufficient to permit Lender
10 apply the Funds at 1.:¢ tun spoeified under RESPA, and (b) not to exceed the maximum amount
a lender can require under RIISPA. Lender shall estimate the amount of Funds due on the basis of
current data and reasonubie estimaies of expenditures of future Escrow Items or otherwise in
accordance with Applicable Law.

The Funds shall be held in an institution whose deposits are insured by a federal agency,
instrumentality, or entity (including Lender, if Lender is an institution whose deposits are so
insured) or in any Federal Home Lioan Bank, Lender shall apply the Funds to pay the Hscrow Items
no later than the time specified under RESPA. Lender shall not charge Borrower for holding and
applying the Funds, annually analyzing the escrow account, or verifying the Escrow Items, unless
Lender pays Borrower intcient on the Tunds and Applicable Law/permite Lender to make such a
charge. Unless an agrccment 1¢ made i Writing or Applicable Law requires interest to be paid on the
Lunds, iender <hall nov se cquired 1o pay Borrower any interest or earnings on.the Funds.
Borrower and Tender con agece in writing, however, thatifiterest shall be paid on the Funds. Lender
shall give fo Borrower, withoti charge, an annual accounting of the Funds as required by RESPA.

If there is a surplus of Funds held in eserow, as defined under RESPA, Lender shall account to
Borrower for the excess funds in accofdance with RESPA. If there is a shortage of Funds held in
escron, as delined under RUSPA, Lender shall notify Borrower as required by RESPA, and
Borrower shall pay to lendes the amount necessary to make up the shortage in accordance with
RESPA but in no more than 12 monthly payments. If there is a deficiency of Funds held in escrow,
as defined under RESP A Tender shull notify Borrower as required by RESPA, and Borrower shall
Pay 1o [ ender the amount recussary 10 make up the deficiency in accordance with RESPA, but in no
more than 12 monthly oavmcars

Upon payment in “ull o1 all sutas secured by this Security Instrument, Lender shall promptly
refund w Borroverany tunide e, d by T onder. .

4. Charges; Liens. Borrower chall pay all taxes, assessments, charges, fines, and impositions
attriburable to the Properiy which can attain priority over this Securit Instrument, leasehold
payments or ground rents on the Property, if any, and Community Assockation Dues, Fees, and
Assessments, i any. To the ¢vtent that these items are Escrow Items, Borroyer shall pay them in
the manner proyided 1n Section 3.
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Borrower shall promptlv discharge any lien which has priority over this Security Instrument
unless Borrower: (a) agrees :n writing to the payment of the obligation secured by the lien in a
manner acceptable to Lende:, but only so long as Borrower is performing such agreement; (b)
contests the lien in good farth by, or defends against enforcement of the lien in, legal proceedings
which 1n Lender’s opinion operate to prevent the enforcement of the lien while those proceedings
are pending, but only unril such procecdings are concluded; or (c) secures from the holder of the lien
an agreement satisfactory 10 Lender subordinating the lien to this Security Instrument. If Lender
determines that any part of ihe Property is subject to a lien which can attain priority over this
Security Instrument, Lender may give Borrower a notice identifying the lien. Within 10 days of the
date on which that notice is given, Borrower shall satisfy the lien or take one or more of the actions
sct forth above in this Section 4.

Lender may require Borrower to pay a one-time charge for a real estate tax verification andlor
reporting service used by Iender in connection with this Loan.,

5 Property Insurance. Borrower shall 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 other busards including, but not limited to, earthquakes and floods, for which
Lender require. insurance. 't b s insurance shall be maintained in the amhounts (including deductible
levels) and for the periods 1hat Lender requires. What Lender requires pursuant to the preceding
sentences can change during the term of the Loan. The insurance carrier providing the insurance
shall be chosen by Borrower subject to Lender’s right to disapprove Borrower’s choice, which right
shall not be exercised unreasonably. Lender may require Borrower to pay, in connection with this
Loan, either: (a) a one~time charge for flood zone determination, certification and tracking services;
or (b) a one~time charge for tlood zone determination and certification services and subsequent
charges each time remuppirgs or similar changes occur which reasonably mlight affect such
determination or certification. Borrower shall algo be responsible for the payment of any fees
1mposed by the Federal Himer geneyAManagement Agency in connection withthe review of any flood
zone determination resultinglrom an obsection by Borrower.

If Borrovwer fails to muaintain any of the coverages described above, Lender may obtain
1nsurance coverage, at Lenics’s option and Borrower’s expense. Lender is under no obligation to
purchase any partietlar iy pcor amount of coverage. Therefore, such coverage shall cover Lender,
but might or might not prarcct Borrower, Borrower’s equity in the Property, or the contents of the
Property, against any risk, hivard or liability and might provide greater or lesser coverage than was
previously in effect. Borroweracknowledges that the cost of the insurance coverage so obtained
might significantly exceed 1he cost of insurance that Borrower could have obtained. Any amounts
disbursed by Lender under :li.s Section 5 shall become additional debt of Borrower secured by this
Sccurity Instrument. Tliese amoufits shall bear interest at the Note rate from the date of
¢ sbursement and shali be pavable, with such interest, upon notice from Lender to Borrower
requesting payiment.

Allinsurance policies roquired by Lender and renewals of such policies shall be subject to
I onde~’s right *o disapp.or ¢ uch po'icies, shall include a standard mortgage clause, and shall name
Lender as mortgagee atdfos s an wdditional 1oss payee. Lender shall have the right to hold the
policies and renewal cernificaies, If 1 ender requires, Borrower shall promptly give to Lender all
receipts of paid premiums wie renew .l notices. If Borrower obtains any form of insurance coverage,
not otherwise required by Lender, for damage to, or destruction of, the Property, such policy shall
include a standard mortgage clause and shall name Lender as mortgagee «q\ndlor as an additional loss
payee

In the event of loss, Boironer <hall give prompt notice to the insurahgce carrier and Lender.
l.ender may make proof of loss f not made promptly by Borrower, Unless Y ender and Borrower
otherwise agree in writing, 1y msurance proceeds, whether or not the unde ing insurance was
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required by Lender, shall be applied to restoration or repair of the Property, if the restoration or
repair :5 economically feasible and [.ender’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 to inspect such Property to ensure the work has been completéd to Lender’s
satisfaction, provided that such ispection shall be undertaken promptly. Lender may disburse
proceeds for the repairs and r=storation in a single payment or in a 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 insurance proceeds, Iender shall not be required to pay Borfower any interest or
earnings on such proceeds. lives for public adjusters, or other third parties, retained by Borrower
shall not be pard out of the insurance proceeds and shall be the sole obligation of Borrower. If the
restoration or repair 1s not cconomically feasible or Lender’s security would be lessened, the
insurance proceeds shall be applied to the sums secured by this Security Instrument, whether or not
then due, with rthe excess, if auy, paid to Borrower. Such insurance proceeds shall be applied in the
order provided for in Section 2.

If Borrower abandons the Property, Lender may file, negotiate and settle any available
insurance claim and rclated natters, If Borrower does not respond within 30 days to a notice from
Lender that the insurance cariier has offered to settle a claim, then Lender may negotiate and settle
the claim. The 30~day period will begin when the notics is given. In either event, or if Lender
acquires the Property under Section 22 0r otherwise, Borrower hereby assigns to Lender (a)
Borrower’s rights to any mstiance proceeds in an amount not to exceed the amounts unpaid under
the Note or this Security Instrumentand (b) any other of Borrower’s rights (other than the right to
any refund of unearncd premiums paid By Borrower) under all insurance policies covering the
Property, insolar as such rig! 's are applicable to the coverage of the Property. Lender may use the
msurance proceeds either to repats of restore the Property or to pay amounts unpaid under the Note
or this Security Instrument, . ether or not then due,

6. Occupancy. Borrowes shall aceupy, establish, and use the Property as Borrower’s principal
residence within 60 day s aftéi the execution of this Security Instrumentand shall continue to occupy
the Property a» Borrower’s wincipal residence for at least one year after the date of occupancy,
unless Lender othefitiic agrces in writing, which consent shall not be unreasonably withheld, or
unless evtenuating circumstan.es exist which are beyond Borrower’s control.

7. Preservation. Mainicnance and Protection of the Property; Inspections. Borrower
shall not destrey, damage or 1mpair the Property, allow the Property to deteriorate or commit waste
on the Property. Whether or ot Borroweris residing in the Property, Borrower shall maintain the
Property in order to prever the Property from deteriorating or decreasing in value due to its

condition. Unless it i, det. »mined pursuant to Section 5. that repair or restoration is not
veonomically feasible Borro .or shall prompily repair the Property if damaged to avoid further
ceterioration O damag. i srance or condemnation proceeds are paid in connection with damage
to, or the taking of, he Pr ~crty, Biorrower shall be responsible for repairing or restoring the
Property only If Lender hus ricased proceeds for stich purposes. Lender may disburse proceeds for
the repairs and restoration it a single payment or in a series of progress payments as the work is

complered. If the insurunce r condemnation proceeds are not sufficient to repair or restore the
Property, Borrower is not rc'ieved of Borrower’s obligation for the completion of such repair or
restoration.

Lender or 11s agent may make reasonable entries upon and inspections of the Property. If it has
reasonable cau-e, Lendir ma inpect the interior of the improvements.on the Property. Lender
shall gove Borrower noiice 4. the tirve of or prior to such an interior in ection specifying such
reasonable cauec.
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8. Borrower’s Loan Application. Borrower shall be in default if, during the Loan application
process. Borrower or wnv per .ons or entities acting at the direction of Borrower or with Borrower’s
knowledge or consent gave muterially false, misleading, or inaccurate information or statements to
Lender {or failed to provide Lender with material information) in connection with the Loan.
Material representations include, but are not limited to, representations concerning Borrower’s
occupancy of the Property as Jorrower’s principal residence.

9. Protection of Lender’s Interest in the Property and Rights Under this Security
Instrument. If {a) Borrower fails to perform the covenants and agreements contained in this
Security Instrument, {b) ther: is a legal proceeding that might significantly affect Lender’s interest
in the Property andlor rights under this Security Instrument (such as a proceeding in bankruptcy,
probate, for condemnation or forfeiture. for enforcement of a lien which may attain priority over
this Security lastrumenr or o enforce laws or regulations), or (c) Borrower has abandoned the
Properiy. then Lender may du and pay for whatever is reasonable or appropriate 10 protect Lender’s
interest in the Propeiy and rights under this Security Instrument, including protecting andlor
assessing the value of 1he Pronerty, and securing andlor repairing the Property. Lender’s actions can
include, but are not limited 10: (a) paying any sums secured by a lien which has priority over this
Security Instrument; (b) appcaring in court; and (c) paying réasonable attorneys’ fees to protect its
interest in the Property andfor rights under this Security Instrument, including its secured position
in a bankrupicy procecding. Sceuring the Property includes, but is not limited to, entering the
Propert: to make repu'rs, chinge locks, réplace or board up doors and windows, drain water from
pipes, ¢h:minate building or other codeviolations or dangerous conditions, and have utilities turned
on or off. Although Lender a.ay 1ake acuon under this Section 9, Lender does not have to do so and
isnot 1der amy duty o oblioiron to dose. It is agreed that Lender incurs no liability for not taking
any or «.! actio :s authorizea tnder this Section 9.

Any amounts disbursed by Lendcr under this Section 9 shall become additional debt of
Borrower secured by hs Sceuity Instrument. These amounts shall bear interest at the Note rate
{rom tie date of disbur-cmet t and shall be payable, with such interest, upon notiee from Lender to
Borrower requesting pay ment.

If this Security ln-trument is on a leasehold, Borrower shall comply with all the provisions of
the lease 1f Borrower aequires fee title fo the Property, the leasehold and the fee title shall not merge
unless | ender agrees 1o the mergerin writing.

10. Mortgage Insurance. If Lender required Mortgage Insurance as a condition of making the
1.0an, Borfower shall pav the premiums required to maintain the Mortgage Insurance in effect. If,
for any reason. the Mo rzage [st rance coverage required by Lender ceases to be available from the
mortg . mel r that ey ool provided such insurance and Borrower was required to make
ceparalcy desionated v mur s toward the premiums for Mortgage Insurance, Borrower shall pay
the premiumg requiree (o obrain coverage substantially equivalent to the Mortgage Insurance
previously in cifect, ot 1 cos substantially equivalent to the cost to Borrower of the Mortgage
Insurance previously o elf-ct, from an alternate mortgage insurer selected by Lender. If
substantially equivalert \lorigage Insusance coverage is not available, Borrower shall continue to
pay to Lender rhe amount of the separately designated payments that were due when the insurance
coverage ceased 1o be i1 =ffeet Lender will accept, use and retain these payments as a non-refundable
loss reserve 1n lieu of Mortgage Insurance. Such loss reserve shall be non-refundable,
notwithstanding the fact that the Loan 15 ultimately paid in full, and Lender shall not be required to
pay Borrower any inte « . or carnengs on such loss reserve. Lender can no longer require loss reserve
payments if Nortgage lncurance coverage (in the amount and for the period that Lender requires)
provide I by ar asurer - 'eored by Lo aer again becomes available, is obtained, and Lender requires
separa oy Jdesi nated © .11 towa, J he premiums for Mortgage Insurancy, If Lender required
Mortgase Insurance o, o coswitton of making the Loan and Borrower was\required to make
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separately designated payments toward the premiums for Mortgage Insurance, Borrower shall pay
the premiums required to maintain Mortgage Insurance in effect, or to provide a non-refundable
loss reserve, until Lender’s requirement for Mortgage Insurance ends in accordance 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.

Mortgage Insurance reimburses Lender (or any entity that purchases the Note) for certain
losses 1t may incur if Borrower does not repay the Loan as agreed. Borrower is not a party to the
Mortgage Insurance.

Mortgage insurers evaluate their toral risk on all such insurance in force from time to time, and
may ener 1nto agreements with other parties that share or modify their risk, or reduce losses. These
agreements are on terms and conditions that are satisfactory to the mortgage insurer and the other
rarty {or parties) to these agreements. These agreements may require the mortgage insurer to make
payments using any source of funds that the mortgage insurer may have available (which may
include funds obtained from Mortgage Insurance premiums).

As a result of these agreements, Lender, any purchaser of the Note, another insurer, any
reinsurer, any other enfity, or any affiliate of any of the foregoing, may receive (directly or
indirectly} amounts that derive from (or might be characterized as) a portion of Borrower’s
payments for Mortgage Insurance, in exchange for sharing or medifying the mortgage insurer’s risk,
or reducing losses. If sach agreement provides that an affiliate of Lender takes a share of the
insurer’s risk in exchang. for a share of the premiums paid to the insurer, the arrangement is often
termed "captive reinsuoance U Lurther:

{a) Any such agreements will not affect the amounts that Borrower has agreed to pay
for M rigage insuraacce, or any other terms of the Loan. Such agreements will not increase
the amount Borrower will owe for Mortgage Insurance, and they will not entitle Borrower
to any refund

(b) Any such ag:eements will not affect the rights Borrower has - if any - with respect
1o the Mortgage Insurance under the Homeowners Protection Act of 1998 or any other
law. These rights may include the right to receive certain disclosures, to request and obtain
canceliation of the Nortgage Insurance, to have the Mortgage Insurance terminated
automatically, and/or to receive a vefund of any Mortgage Insurance premiums that were
unearned at the time ol such cancclizlion or termination.

It Assignment ol Miscetlancous Proceeds; Forfeiture. All Miscellaneous Proceeds are
hereby assigned todnd shall be paid 1o Londer.

If _the Property 1o demageds such \iscellaneous Proceeds shall be applied to restoration or
repair OF the Property 1f the restoration or repair is economieally feasible and Lender’s security is
rot lecizie T Doring ~och repiir and rectoration period, Lender shall have the right to hold such
Miscerancols Progecus tnti Londer Las had an opportunity to inspect such Property to ensure the
work has beencompleied ro Lenacr’s sawsfaction, provided that such inspection shall be undertaken
promprly. Lender may puy for he repairs and restoration in a single disbursement or in a series of
progress payments as the work 1s campleted. Unless an agreement is made in writing or Applicable
Faw requires inferest 1o be paid on such Miscellaneous Proceeds, Lender shall not be required to pay
Borrow er any interest or carnings on such Miscellaneous Proceeds. If the restoration or repair is not
econamiedlly feasible or Lender’s security would be lessened, the Miscellaneous Proceeds shall be
anplied to 1he sums secured by this Sectizity Instrument, whether or not then due, with the excess, if
any, pard 10 Borrower. Such Mscellancous Proeeeds shall be applied in the order provided for in
Section 2

In tho eveat of « rotal takiay. destriction, or loss in value of the Property, the Miscellaneous

Proceeds shull be appod io the < .ms sccured by this Security Instrument, whether or not then due,
with the excess 1f any. pat § to Borrower
I boovestof wpa non torg ool ruction, or loss in value of the Property in which the fair

marhket value ¢f the Iroparty 1enmcdi vy before the partial taking, destruction, or loss in value is
equal 1o or greater then the amount of the sums secured by this Security Instrument immediately
before the parhial takivyg, destencion, or loss in value, unless Borrower and hender otherwise agree
in writing, 1he sums <cured by this Sceurity Instrument shall be reduced bX the amount of the
Miscellancous Proces's multipticd by the following fraction: {a) the total aghount of the sums
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secured immediately before the partial taking, destruction, or loss in value divided by (b) the fair
market value of the Property immediately before the partial taking, destruction, or ioss in value.
Any balance shall be paid 1o Borrower.

In he event of a partial tuking, destruction, or loss in value of the Property in which the fair
market 1ulue of the Property immediately before the partial taking, destruction, or loss in value is
less than the amount of the sums secured immediately before the partial taking, destruction, or loss
in value unless Borrower and lender otherwise agree in writing, the Miscellaneous Proceeds shall
be applivu 10 the sums secured »y this Security Instrument whether or not the sums are then due.

[f the Property is abandorced by Borrower, or if, after notice by Lender to Borrower that the
Opposirg Party (as defined in the next sentence) offers to make an award %o settle a claim for
damages, Borrower fails 1o re.pond to Lender within 30 days after the date the notice is given,
Lender .s authorized to collect and apply the Miscellaneous Proceeds either to restofation or repair
of the Property or to the sums secured by this Security Instrument, whether or fiot then 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 1n defa.lt if any action or proceeding, whether eivil of criminal, is begun
that, in Lender’s judgment, could result in forfeiture of the Property or other material impairment
of Lendcr™ interest in the Property or rights under this Security Instrument. Borrower can cure such
a default and, if acceleration has occurred, reinstate as provided in Section 19, by causing the action
or proceeding to be dismissed with a ruling that, in Lender’s judgment, precludes forfeiture of the
Propert e other maierial nrpeirment of Lender’s intérest in the Property or rights under this
Socurity perrument. Lhe proc ods of any award or claim for damages that are attributable to the
impairment of Lender's interest in the Propérty are hereby assigned and shall be paid to Lender.

All Miccellaneous Proceed  that are not applied to restoration or repair of the Property shall be
applicd n the order provided for in Sebtion 2,

12 Borrower Not Releas .ed; Forbearance By Lender Not a Waiver. Extension of the time
for payment or modification of amortization of the sums secured by this Security Instrument
granted by Lender to Borrower or any Successor in Interest of Borrower shall not Gperate to release
the liabitiiy of Borrower or any SucCessors in Interest of Borrower. Lender shall not be required to
commence proceedings against any Successor in Interest of Borrower or to refuse to extend time for
payment or otherwise modifi amortization of the sums secured by this Security Instrument by
reason f oy demand made by the original Berrower or any Successors in Interest of Borrower.
Any forwearance by Lender 1 evcrcising any right or remedy including, without limitation, Lender’s
aveeptance of payments from iird persons, entities or Successors in Interest of Borrower or in
emount “css than fhe emount then due; shall not be a waiver of or preclude the exercise of any right
¢ reme.d,

I3 Jomtand Scyerals ability; Co-signers; Successors and Assigns Bound. Borrower
covenanis md ugrees thet Boswer's obligations and liability shall be joint and several. However,
a1y Bortonwer who eosigns 1l Security [nstrument but does not execute the Note (a "cosigner" ).
(a} is co < ging this Sceuriny bosrrumentonlyto morigage, grant and convey the co-signer’s interest
in the Propcety under the tern . of 1his Security Instrument: (b) is not personally obligated to pay
the sums scouped by this Secuir 1y listrument; and (c) agrees that Lender and any other Borrower
can agree o exend, modify, for bedr or make any accommeodations with regard to the terms of this
Securty instrument or the Note without the co signer’s consent.

Subicet f6 the provisions of Section 18, any Suecessor in Interest of Borrower who assumes
Borrow i oblhgations under tivs Sceurity Instrument in writing, and is approved by Lender, shall
ootain el of Borrower s rights ind benelits under this Security Instrument. Borrower shall not be
releasec from Borrow o' obl gations and liability under this Security Instrument unless Lender
e rees 1o och release i witeer The covenants and agreements of this Security Instrument shall
Und tevo tas providea i Sect on 20) and benefit the successors and assigns of Lender.

4. 1 oan Charges. Lead « may clarge Borrower fees for services performed in connection
with Borower's defauls for 11 puspose of protecting Lender’s interest in the Property and rights
under s Securtty Tostriment nciuding, but not limited to, attorneys’ fees, property inspection
and valvooen fees. In regard ) any other fees, the absence of express aythority in this Security

Instrument 10 charge o specii ~ feo to Borrower shall not be construed @g a prohibition on the
charging of such fee. lendes 11y not charge fees that are expressly prohikited by this Security

Instrume s or by Apphicable Lo o
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If the loan 1s subject 10 a law which sets maximum loan charges, and that law is finally
interprered <o that the interest or other loan charges collected or to be collected in connection with
the Loan «\ceed the permitted limirs, then: (a) any such loan charge shall be reduced by the amount
1ocessary i reduce the charge 1o the permitted limit; and (b) any sums already collected from
Borrower wiich 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 to
Barrower. 1" a refund reduces principal, the reduction will be treated as a partial prepayment without
any prepay ment charge (whether or not a prepayment charge is provided for under the Note).
Borrower’s acceptance of any such refund made by direct payment to Borrower will constitute a
waiver of any right of action Borrower might have arising out of such overcharge.

I5. Notices. All notices given by Borrower or Lender in connection with this Security
Instrument must be in writing. Any notice to Borrower in connection with this Security Instrument
shall be dcemed to have been given to Borrower when mailed by first class mail or when actually
delivered 1o Borrower’s notice address if sent by other meatis, Notice to any one Borrower shall
constituie rotice to all Borrowers unless Applicable Law expressly requires otherwise:The notice
aldress 0 be the Property Adddress unless Borrower has designated a substitute notice address by
notice 16 Loader. Borrover shall sromptly notify Lender of Borrower's change of address. If Lender
specifies o rrocedure for reperting Borrower’s change of address, then Borrower shall only report a
chiange ol ddress through that speeitied procediire. There may be only one designated notice address
under this Seeurity Instrume:tat any one time, Any notice to Lender shall be given by delivering it
or by mailing it by first class, muil to Lender’s address stated herein unless Lender has designated
another addiess by notice to Borrower, Any notice in connection with this Security Instrument shall
not be deened to have been ginven 1O Lender until actually received by Lender. If any notice required
by this Secusity Instrument is also required under Applicable Law, the Applicable Law requirement
vill satwfr 1he corresponding requirefment under this Security Instrument.

16. Governing Law; Severability: Rules of Construction. This Security Instrument shall
bo governce by federal law and rthie law of the jurisdiction in which the Property is located. All rights

a1d obrg ons contained fin inis Security Iastrument are subject_to any requirements and
I'mitatien' Of Apphicable Iy Applicable Law might explicitly or implicitly allow the parties to
arree by roatract ordt.might bo cilent, but such silence shall not be construed as a prohibition

ao@inst Lo ment by codtract Lithe €vent that any provision or clause of this Security Instrument
¢ hesNare conflicts wirli Applicible Law, such conflict shall not affect other provisions of this
Seeurity Iinwrument or the N te wihich can be given effect withott the conflicting provision.

As used in this Security 'netsument: (a) words of the masculine gender shall mean and include
correspondiig neuter words or words of #hie feminine gender; (b) words in the singular shall mean
and include the plural @nd vice versd; and (c) the word "may” gives sole discretion without any
¢bligatior 10 take any action,

I7 crrower’s Copy. Brrrower shall be given one copy of the Note and of this Security
Instrument

{8 1 nsfer of the Prope:ty 'or a Beneficial Interest in Borrower. As used in this Section
1o, "Inieres in the Properis v acs any legal or-beneficial interest in the Property, including, but
not limited to, those bune i | .nterests transferred in a bond for deed, contract for deed,
i stallmier sales contract 0 ¢ crow agreement, the intent of which is the transfer of title by
Borrower o afuture date 10 purchaser.

It all o any part of thie Piop rty or any Interest in the Property is sold or transferred (or if
Borrower 1 not a natural mer.on ard a beneficial interest in Borrower is sold or transferred) without
I ender’s prior written conser 1 Lender may require immediate payment in full of all sums secured
by this Seeurity Instrument |low ey er, this option shall not be exercised by Lender if such exercise is
r-ohibited 3 Applicable faw

Imitial
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If Len ler exercises this oprion, Lender shall give Borrower notice of acceleration. The notice
shall provice a period of not less than 30 days from the date the notice is given in accordance with
Scction 15 within which Borrower must pay all sums secured by this Security Instrument. If
Forrower fuils to pay these sums prior to the expiration of this period, Lender may invoke any
remedies permitted by this Sceurity Instrument without further notice or demand on Borrower.

19. Borrower’s Right to Reinstate After Acceleration. If Borrower meets certain
conditions, Borrower shall have the right to have enforcement of this Security Instrument
discontinued at any time prior to the earliest of: (a) five days before sale of the Property pursuant to
any power of sale contained in this Security Instrument; (b) such other period as Applicable Law
might specily for the termination of Borrower's right to reinstate; or (c) entry of a judgment
enlorcing this Security Instrument Those conditions are that Borrower: (a) pays Lender all sums
wiich then would be due under this Security Instrument and the Note ag if no acceleration had
¢ curred. (7)) cures any default of any other covenants or agreements; (c) pays all expenses incurred
in enforein this Security Inst ument, including, but not limited to, reasonable attorneys’ fees,
property inspection and valuaton fees, and other fees incurred for “the purpose of protecting
I onder’s 1in wrest i the Property and ri ghts under this Security Instrument; and (d) takes such action
a. Lender may reasonably require to assure that Lender’s interest in'the Property and rights under
thns Security Instrument, and Borrower’s obligation to pay the sums secured by this Security
Instrument, shall continue unchanged. Lendef may require that Borrower pay such reinstatement
sums and e\penses in one or more of the following forms, as selected by Lender: (a) cash; (b)
money order; {¢) certified check. bank check, treasurer’s check or cashier’s check, provided any such
¢ieck is drawn upon an institntion whose deposits are insured by a federal agency, instrumentality or
etity; or (d) Elecrronic Punds 'l ransfer., Upon reinstatement by Borrower, this Security Instrument
and obligations secured hereby shall remain fully effective as if no acceleration had occurred.
I orvever, v sright 10 remeri e <hall not apply in the ease of acceleration under Section 18.

20. Sa.c of Note; Change of Loan Servicer; Notice of Grievance! The Note or a partial
irterestin the Note (togethes with this Security Instrument) can be sold one or miore tirmes without
[ or notic. to Borrower. .\ sule might result in a change in the éntity (known as the "Loan
Sorvicer”) “hat collects Periudic Payments due under the Note and this Security Instrument and
performs other mofigage lodn tervicing obligations under the Note, this Security Instrument, and
Applicable Law. There also might be one or more changes of the Loan Servicer unrelated 1o a 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 to which
payments §Lould be made and any other information RESPA requires in connection with a notice of
toanster of corvicing T the Note s sold and thereafter the Loan is serviced by a Loan Servicer other
tian the puichaser of the Nole (he mortgage loan servicing obligations to Borrower will remain
b the Lo 1 Sermirer o be ra wsfirred to a successor Loan Servicer(s) and are not assumed by the
NOe purch -~ ef inless ot se provided by the Note purchaser.

Nerher Borrower noe | ender may commence, join, or be joined to any judicial action {as
¢ heran u Jividuad litgont or he member of a class) that arises from the other party’s actions
p.rsuant 16 this Security Instrusvent or that alleges that the other party has breached any provision
of, or any duty owed by reasor of, this Security Instrument, until such Borrower or Lender has
notified the other party (vith such notice given in compliance with the requirements of Section 15)
of suich alleved breach and afforded the other party hereto a reasonable period after the giving of
such notice 10 take correetive acrion, If Applicable Law provides a time period which must elapse
bofore certi.n action car be 1aken, that time period will be deemed to be reasonable for purposes of
tus paragreoh. The notiee of acceleration and opportunity to cure given to Borrower pursuant to
Scouon 22 uand the notice of acer e ation given to Borrower pursuant to Section 18 shall be deemed
toatsty th notice and o ortu ot 1o take corrective action provisions of this Skction 20.
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21. Hazardous Substances. \s used in this Section 21: (a) "Hazardous Substances” are those
s .bstances defined as toxic or hazardous substances, pollutants, or wastes by Environmental Law
and the following substances: gasoline, kerosene, other flammable or toxic petroleum products,
tosic pesticides and herbicides, 1 olatile solvents, materials containing asbestos or formaldehyde, and
redioactive materials; (b) "Invironmental Law" means federal laws and laws of the jurisdiction
where the Property is located that relate to health, safety or environmental protection; (c)
"“nvironmental Cleanup” includes any response action, remedial action, or removal action, as
d rined m Invironmental Law; and (d) an "Environmental Condition” means.a condition that can
¢ use, contribute to, or otherwise trigger an Environmental Cleanup.

Borrower shall not cause or permit the presence, use, disposal, storage, or release of any
I ivardous Substances, or threaten to release any Hazardous Substances, on or in the Property.
Iorrower shall not do, nor allow anyone else to do, anything affecting the Property (a) that is in
v ulation of any Environmentai Law, (b) which creates an Environmental Condition or (¢) which,
d e to the presence. use, or release of a Hazardous Substante, creates a condition that adversely
a'fects the value of the Property. The preceding two sentences shall not apply to the presence, 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
Iimited to, hazardous substances in consumer products).

Borrower shall promptly give Lender written notice of (a) anyinvestigation, claim, demand,
Lovsuir or cther action by any governmental or regulatory agency or private party involving the
I operty ard any fazardous Substance or Environmental Law .0f which Borrower has actual
boowdedge () any Environmental/Condition, including but not limited to, any spilling, leaking,
G ocharge, 1o lease or threat of rileave of any Hazardous Substance, and (c} any condition caused by
U e presence, use or release of a Hazardous Substance which adversely affects the value of the
I=operty. 1 Borrower learns, or is notified by any governmental or regulatory authority, or any
p vate party, that any removal or other rémediation of any Hazardous Substance affecting the
Property is necessary, Borroiver shall promptly take all necessary remedial actions in accordance
with Environmental Law. Nothing herein shall create any obligation on Leénder for an
Favironmental Cleanup.

NON-UNIFORM COVIENAN IS, Borrower and Lender fusther covenant and agree as follows:

22. Acecleration; Remedies Lender shall give notice to Borrower prior to acceleration
f. tioWing derower’s bredcl of any covenant or agreement in this Security Instrument
Ut not prior (o acceleration under Scction 18 unless Applicable Law provides otherwise).

ie notice shall Specily (1) the default; (b) the action required to cure the default; (c) a
e not [9s than 30 days fro:a the date the notice is given to Borrower, by which the
Tault must be cured, and (d) that failure to cure the default on or before the date
ecified 1 thie qotice may revult in acceleration of the sums secured by this Security
Sstrument and sale of the Property. ‘I he notice shall further inform Borrower of the right
to reinstats alter accelerat.on and the right to bring a court action to assert the
non-existence of a default or any other defense of Borrower to acceleration and sale. If the
d:fault 1s not cured on or before the date specified in the notice, Lender at its option may
require imimediate payment in full of all sums secured by this Security Instrument
vithout further demand and inay invoke the power of sale and any other remedies
p oroaitted 5y Apnslicable [Law. .ender shall be entitled to collect all expenses incurred in
puorsuing tie remedies proviced in this Section 22, including, but not limited to,
1 ascnable sttorneys’ fees wnd costs of title evidence.

— T o D e~
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If Lender invokes the power of sale, Lender shall execute or cause Trustee to execute a
written notice of the occurrence of an event of default and of Lender’s election to cause
t 1c 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
1 anner prescribed by Applicable Law to Borrower and to other persons prescribed by
2 uplicable Law. After the time required by Applicable Law, Trustee, without demand on
Lorrower. shall sell the Property at public auction to the highest bidder at the time and
f-oce and under the terms designated in the notice of sale in one or more parcels and in
auny order Irustee determines. Trustee may postpone sale of all or any parcel of the
Property by public announcement at the time and place of any previously scheduled sale.
1 ¢cader or its designee may purchase the Property at any sale.

Trustec shall deliver to the purchaser Trustee’s deed conveying the Properiy without
any covenant or warranty, evpressed or implied. The recitals in the Trustee’s deed shall be
prima facic evidence of the truth of the statements made therein. Trustee shall apply the
proceeds ol the sale in the following order: (a) to all expenses of the sale, including, but not
limited to, reasonable Trustee’s and attorneys’ fees; (b) to all sums secured by this
Sccurity Instrument; and (c¢) any excess to the person or persons legally entitled to it.

23. Reconmveyance, Upon payment of all sums secured by this Security Instrument, Lender
s il request Trustee to reconvey the Property and shall surrender this Security Instrument and all
1w ev,d cing debt secured by this Security Instrument to Trustee. Trustee shall reconvey the
Iioperty wihout warranty to the persor or persons legally entitled to it. Such person or persons
st all pay any rccordation costs Lender may charge such person or persons a fee for reconveying the
I.operty, bovonly W the fee is paid to athird party (such as the Trustee) for services rendered and
t. charging of the fee is permitied under Applicable Law,

24. Substitute Trustee. Lender may from time to time remove Trustee and appoint a

tecessor trustee 10 any Trusteée appointed hereunder. Without conveyance of the Property, the
s .cessor trastee shatl succeed 1o all the title, power and duties conferred upon Trustee herein and by
Anplicable 1aw.

25. Avcornes s’ Fees. As used in this Security Instrument and in the Note, attorneys’ fees shall
i ciude those avwarded by an appellate court,

26. Protectine Adyances. This Security Instrument secures any advances Lender, at its

Lretior vaymake under Section 9 of this Security Instrument to protect Lender’s interest in the
Peoportiane rights under this Sceurity Iustrument.,

27. Revuired Evidence of Property Insurance.
WARNING

Unless yvou provide us with evidence of the ingutance coverage as required by our contract or
loan agreement, we may purchase insurance at your expense to protect our interest. This insurance
riay, BUL nold not, also protect your interest. If the collateral becomes damaged, the coverage we
p irchase miy not pay any claim you make or any claim made against you. You may later cancel this
¢ ~erage by providing evidence that you have obtained property coverage elsewhere.,

You are responstble for the cost of any insurance purchased by us. The cost of this insurance
oy be adddld 1o your contract or loan balance. If the cost is added to your contract or loan balance,
1 utere tate on the underlying contrict or loan will apply to this added amount. The effective
dtie of coviiage may be the date your prior coverage lapsed or the date you failed to provide proof
O coverage \

The coterage we purchase mey be considerably more expensive than ingurance you can obtain
¢ your own ard may not satisty any necd for property damage coverage or any mandatory liability
isurance requrements imposed by Applicable Law,
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BY SIGNING BELOW, Borrower accepts and agrees to the terms and covenants contained in
t'us Security Instrument and 1n any Rider executed by Borrower and recorded with it.

\ rtnesses:

_ /W (Seal)

ANDREW M. JOHNSTON -Borrower

] ool (X Q@%movﬁomeal

KARA A JOHNSTON -Borrower

_ {Seal) {Seal)
-Borrower -Borrower

. (Seal) (Seal)
-Borrower -Borrower

(Seal) (Seal)

-Borrower -Borrower
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S 'ATE OF QREGON, County sE\AQ—N\Qj/\
On this ayw_, Z@E , personally appeared the above

: NSOV N

and acknowledged the foregoing instrument to be hislherluntary act and deed.
My Commission Expires: 8. ,—2@ Before me:

(Official Seal) Q\

Public for Oregon

OFFl ClAL SEAL
BTAGY HILFERTY
NOTARY PUBLIC— OREGON
COMM |SSIONNQ 58052003
HY COMMlSSlON EXP RES AUG 2
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