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DEED OF TRUST
DEFINITIONS
Words used in sections of this document are 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 also provided
in Section 16.

(A) "Security Instrument” means this document, which is dated SEPTEMBER 16, 2003
together with all Riders to this document.

(B) "Borrower" it KEVIN T HEATON AND WENDY L HEATON

Borrower is the trustor under this Security Instrument.
(C) "Lender" is KLAMATH FIRST FEDERAL SAVINGS AND LOAN ASSOCIATION

Lender is a CORPORATION

organized and existing under the laws of = THE UNITED STATES OF AMERICA
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Lender’s address is 540 MAIN STREET, KLAMATH FALLS, OR 97601

Lender is the beneficiary under this Security Instrument.
(D) "Trustee" is PACIFIC CASCADES FINANCIAL, INC.

(E) "Note" means the promissory note signed by Borrower and dated SEPTEMBER 16, 2003

The Note states that Borrower owes Lender THREE HUNDRED FOUR THOUSAND AND NO/100
Dollars

(U.S. $304,000.00 ) plus interest. Borrower has promised to pay this debt in regular Periodic

Payments and to pay the debt in full not later than NOVEMBER 1, 2033

(F) "Property” means the property that is described below under the heading Tramferofoghtsm!he

Property.”

(G) "Loan" means the debt 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 executed by Borrower [check box as applicable]:

Adjustable Rate Rider Condominium Rider Second Home Rider
Balloon Rider Planned Unit Development Rider 1-4 Family Rider
[]vA Rider [_] Biweekly Payment Rider (] Other(s) [specify]

(I "Applicable Law" means all controlling applicable federal, state and local statutes, regulations,
ordinances and administrative rules and orders (that have the effect of law) as well as all applicable final,
non-appealable judicial opinions.

() "Community Association Dues, Fees, and Assessments" means all dues, fees, assessments and other
charges that are imposed 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 & ffansaction originated by check,
draft, or similar paper instrument, which is initiated through an electronic terminal, telephonic instrument,
computer, or 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 teller machine
transactions, transfers initiated by telephone, wire transfers, and automated clearinghouse transfers.

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

(M) "Miscellaneous 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 Property; (ii) condemnation or other taking of all or any part of the Property;
(iii) conveyance in lieu of condemmation; or (iv) misrepresentations of, or omissions as to, the value and/or
condition of the Property.

(N) "Morigage Insurance” means insurance protecting Lender against the nonpayment of, or default on, the
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) "RESPA" means the Real Estate Settlement Procedures Act (12 U.S.C. Section 2601 et seq.) and its
implementing regulation, Regulation X (24 C.F.R.Part 3500), as they might be amended from time to time,
or any additional or successor legislation or regulation that governs the same subject matter. As used in this
Security Instrument, "RESPA" refers to all requirements and restrictions that are imposed in regard
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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 and/or this Security Instrument.

TRANSFER OF RIGHTS IN THE PROPERTY

This Security Instrument secures 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 described property located in the

COUNTY of KLAMATH :
[Type of Recording Jurisdiction] [Name of Recording Jurisdiction)

LOTS 12 AND 13 IN BLOCK 10, TRACT NO. 1172, BEING A RE-SUBDIVISION OF

LOT 1, BLOCK 10, LYNNEWOOD, ACCORDING TO THE OFFICIAL ' PLAT THEREOF ON

FILE IN THE OFFICE OF THE COUNTY CLERK OF KLAMATH COUNTY, OREGON.

which currently has the address of

1361 WILD PLUM CT [Street]
KLAMATH FALLS [City], Oregon 97601 [Zip Code]
("Property Address®):

TOGETHER WITH all the improvements now or hereafter erecied on the property, and all easements,
appurtenances, and fixtures now or hereafter a part of the property. All replacements and additions shall also
be covered by this Security Instrument. All of the foregoing is referred to in this Security Instrument as the
lmny‘l

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 penerally the title to the Property against all claims and demands,
subject to any encumbrances of record.

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

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

1. Payment of Principal, Interest, Escrow Items, Prepayment Charges, and Late Charges.
Borrower shall pay when due the principal of, and interest on, the debt evidenced by the 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 Instrument shall be made in U.S.
DOC #:917843 APPL #:0309150048 \yt.ouhoso-os-uzav
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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 institution whose deposits are insured by a federal agency,
instrumentality, or entity; or (d) Electronic Funds Transfer.

Payments are deemed received 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
the 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 not obligated to apply such payments at the time such payments are accepted. If each
Periodic Payment is applied as of its scheduled due date, then Lender need not pay interest on unapplied
funds. Lender may hold such unapplied funds until Borrower makes payment fo bring the Loan current. If
Borrower does not do so within a reasonable period of time, Lender shall either apply such funds or return
them to Borrower. If not applied earlier, such funds will be applied to the outstanding principal balance under
the Note immediately prior to foreclosure. No offset or claim which Borrower might have now or in the
future against Lender shall 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
accepted and applied by Lender shall be applied in the following order of priority: (a) interest due under the
Note; (b) principal due under the Note; (c) amounts due under Section 3. Such payments shall be applied 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 then to reduce the principal
balance of the Note.

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

Any application of payments, insurance 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 Note, until the Note is paid in full, 2 sum (the "Punds®) to provide for payment of amounts due for: (a)
taxes and assessments and other items which can attain priority over this Security Instrument as a lien or
encumbrance on the Property; (b) leaschold payments or ground rents on the Property, if any; (c) 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 Morigage Insurance premiums in
accordance with the provisions of Section 10. These items are called "Escrow Items." At origination or at any
time during the term of the Loan, Lender may require that Commumnity 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
Escrow Items at any time. Any such waiver may only be in writing. In the event of such waiver, Borrower
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shall pay directly, when and where payable, 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
peyment 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 to 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 to Lender any such amount. Lender may revoke the waiver as to any or all Escrow
Items at any time by a notice given in accordance with 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 (a) sufficient to permit Lender to apply
the Funds at the time specified under RESPA, and (b) not to exceed the maximum amount 2 lender can
require under RESPA. Lender shall estimate the amount of Funds due on the basis of current data and
reasonable estimates 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
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 holding and applymg the Funds, anmually analyzing the
escrow account, or verifying the Escrow Items, unless Lender pays Borrower interest on the Funds and
Applicable Law permits Lender to make such a charge. Unless an agreement 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 Lender can agree in writing, bowever, that interest shall be paid on the
Funds. Lender shall give to Borrower, without charge, an annual accounting of the Funds as required by
RESPA.

If there is a surplus of Funds held in escrow, as defined under RESPA, Lender shall account to
Borrower for the excess funds in accordance with RESPA. If there is a shortage of Punds held in escrow, as
defined under RESPA, Lender shall notify Borrower as required by RESPA, and Borrower shall pay to
Lender the amount necessary (0 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 RESPA, Lender shall
notify Borrower as required by RESPA, and Borrower shall pay to Lender the amount necessary (o make up
the deficiency in accordance with RESPA, but in no more than 12 monthly payments.

Upon 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 aitain priority over this Security Instrumeni, leasehold payments or
ground rents on the Property, if any, and Community Association Dues, Fees, and Assessments, if any. To the
extent that these items are Escrow Items, Borrower shall pay them in the manner provided in Section 3.

Borrower shall promptly discharge 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 a manner acceptable to
Lender, but only so long as Borrower is performing such agreement; (b) contests the lien in good faith by, or
defends against enforcement of the lien in, legal proceedings which in Lender’s opinion operate to prevent the
enforcement of the lien while those proceedings are pending, but only until such proceedings are concluded;
or (c) secures from the holder of the lien an agreement satisfactory to Lender subordinating the lien to this
Security Instrument. If Lender determines that any part of the 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
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days of the date on which that notice is given, Borrower shall satisfy the lien or take one or more of the
actions set forth above in this Section 4.

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

S. Property Insurance. Borrower shall keep the improvements now existing or hereafter erected on the
Property insured against loss by fire, hazards inchuded within the term "extended coverage,” and any other
hazards including, but not limited to, earthquakes and floods, for which Lender requires insurance. This
insurance shall be maintained in the amounts (including deductible levels) and for the periods that 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 flood zone determination and certification
services and subsequent charges each time remappings or similar changes occur which reasonably might
affect such determination or certification. Borrower shall also be responsible for the payment of any fees
imposed by the Federal Emergency Management Agency in connection with the review of any flood zone
determination resulting from an objection by Borrower.

If Borrower fails to maintain any of the coverages described above, Lender may obtain insurance
coverage, at Lender’s option and Borrower’s expense. Lender is under no 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 in the Property, or the contents of the Property, against any risk, hazard
or liability and might provide greater or lesser coverage than was previously in effect. Borrower
acknowledges that the cost of the insurance coverage so obtained might significantly exceed the cost of
insurance that Borrower could have obtained. Any amounts disbursed by Lender under this Section § shall
become additional debt of Borrower secured by this Security Instrument. These amounts shall bear interest at
the Note rate from the date of disbursement and shall be payable, with such interest, upon notice from Lender
to Borrower requesting payment,

All insurance policies required by Lender and renewals of such policies shall be subject to Lender’s
right to disapprove such policies, shall include a standard mortgage clause, and shall name Lender as
morigagee and/or as an additional loss payee. Lender shall have the right to hold the policies and renewal
certificates. If Lender requires, Borrower shall promptly give to Lender all receipts of paid premiums and
renewal notices. If Borrower obtains any form of insurance coverage, not otherwise required by Lender, for
damage (0, or destruction of, the Property, such policy shall include a standard mortgage clause and shall
name Lender as morigagee and/or as an additional loss payee.

Intheeventofloss.l!orrowershallgivepromptnometoﬂleimuramecarrierandl.ender.lmrmay
make proof of loss if not made prompily 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 feasible and
Lender’s security is not lessened. During such repair and restoration period, Lender shall have the right to
MMmmhmurameprmeedsMNIzMaMMdmoppommmespeasthropenymmmmework
has been completed to Lender’s satisfaction, provided that such inspection shall be undertaken promptly.
lzndermnydmhmeprocwdsforthempmmandmsmnmmasmglepaymemormasenesofpmgress
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, Lender shall not be required to pay Borrower any interest or
carnings 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 economically 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 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.

HBomwaabaxﬂommeProperty.undermyﬂe.mgoﬁammmanyavﬁhbhmmmecmm
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
mmmmngm.mmm,mﬂmmmmmmzzm
oﬂ:erwise,Borrowerherebyassigmtolgnder(a)Bormwer'srightstoanyinsuraneeproceedsinanamm
nottoexceedmeammtsmidunderﬂxeNoteormisSecurﬁyInmmm,and(b)anyoﬂmofBonower's
ﬂghm(odnrmanﬂnﬁgmwmymﬁmdofmrmdpremmmpaidbym)undermmmwe
policieswveﬁngﬂnhopeﬂy.imoﬁrnmhﬁghnmappﬁcabhmﬂnmvmgeofmehopeny.m
mymmmmmmmmkmmmmmmmmmmmmme
Note or this Security Instrument, whether or not then due.

G.mmmy.mmwamnmpy,anbmh.MuwmerpenyuBomw’sprhﬁpﬂmm
wmmmwmmemmofmmmmmmmmmymmu
Bomw'sprhnipalmﬁemeforathaﬂomywaﬂamedawofmmy,mmm
ageeshwﬁﬁng,wﬁchconwﬁﬂaﬂmtbemomblywi&heﬁ.muﬂmemﬂngckwmm
exist which are beyond Borrower’s control.

7. Preservation, Maintenance and Protection of the Property; Inspections. Borrower shall not
deau'oy.danngeorimpairthel’roperty.allowthePropertytodeterbmteorcomnﬂtwuteonﬂnhoperty.
Whether or not Borrower is residing in the Property, Borrower shall maintain the Property in order to prevent
merpenyﬁomdewﬁmﬁngmdecmsmgmvahnmmemndiﬁon.Unhuhhdewmﬁmdmmmm
SxﬁonSthmhmmmmﬁonhannﬁcﬂlyfusbk.Bomprmmpﬂymhmerpeﬂyﬂ
dampdwavoidmrmﬂdewrbraﬁonmdamge.ﬁmsmmeorcondemmﬁonpmcwdsmpaidm
connectionwithdamageto.orﬂ:etakingof,the?roperty,l!orrowershallberesponsibleforrepairhgor
mmrhgﬁe?mpenyoﬂyiﬂxnderhumlmedpmee&mrnwhwma.undumydimw
formempnksandmmraﬁonmasinghpaymnormamiesofprogresspaymnas!heworkis
oomplewd.HmehnmmemcondemuﬁonpmeedsmnMafﬁciemmrepmmmmmﬂwhopeny,
Borrower is not relieved of Borrower’s obligation for the completion of such repair or restoration.

mmimaMmaymkereasombhembsuponandmspecﬁomofmePropeny.Hhm
mmblecmn,bﬁermyhnp&t&eiﬁcrbrofﬁeimpmvemnﬂmmehopeny.lmmngive
Borrower notice at the time of or prior to such an interior inspection specifying such reasonable cause.

8. Borrower’s Loan Application. Borrower shall be in default if, during the Loan application process,
BormweroranypemommemiﬁesacdngmthedimcﬁonofBomwerorwiﬂlBormwer’shnwledgeor
cmseﬁgawmwrhﬂyﬁlse.nﬁsmm.mmcwmwmformﬁmmsmmmmumﬁﬂedm
pmvﬂebﬁuwiﬁmmﬁﬂmformﬁon)mconmcﬁonwimmelm.mmmmﬁomimm.m
mmnﬁmiwdm,mmemﬁommmermngBOMﬂ’smmmyofmePropenyuerwu’lpﬁmmd
residence.

9. Protection of Lender’s Interest in the Property and Rights Under this Security Instrument. If
(a)mmmmmmwmmwmmmsmw.(b)maeh
ahylpmwdhghtm@sipiﬁuﬂyaﬁeﬁleﬂa'smrmmmemwmﬁmmm
Swuﬁqlmmmm(mhuawwwdhghhukumtcy.pmbam,fmwﬁemmﬁonmfor&m,fm
enforcement of a lien which may attain priority over this Security Instrument or to enforce laws or
reguhtiona),or(c)BorrowerhasabandomdﬂleProperty,thenbendermaydoandpayforwhateveris
mbmmmmmmtum*smmtmuwmmmmm:y
Instrument, including protecting and/or assessing the value of the Property, and securing and/or repairing
merpeny.lznder‘sacﬁomcanincmde.hummtﬁmitedto:(a)payinganymnmsecuredbyalienwhich
hasprbrhyoverthecurﬁylmmmwm;(b)appurmmewn;M(c)paymgreasomble

DOC #:917847 APPL #10309150048 w #:090-09-18237
Initiale:

q-c(on) ©104) Page 70015 Form 3038 101




74532

attomeys'feesmpmmhahtemthﬂw?ropenyaﬁ/orﬁghnmﬂerthecumyhsmmm,imhmgim
mmdpmiﬁonhahnhup&ypmwdmg.Sewﬁngmehopenyimhm,hnhmtﬁmiwdm,mmgme
Pmpertymmkempdn,chnngelmh.mphceorbmrdupdmnuﬂwmdom,dmm“mrﬁompipu,
eliminate building or other code violations 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
duty or obligation to do so. It is agreed that Lender incurs no liability for not taking any or all actions
authorized under this Section 9.

Any amounts disbursed by Lender under this Section 9 shall become additional debt of Borrower
secured by this Security Instrument. These amounts shall bear interest at the Note rate from the date of
disbursement and shall be payable, with such interest, upon notice from Lender to Borrower requesting
P If this Security Instrument is on a leasehold, Borrower shall comply with all the provisions of the lease.
If Borrower acquires fee title to the Property, the leasehold and the fee title shall not merge unless Lender
agrees to the merger in writing.

10. Mortgage Insurance. If Lender required Mortgage Insurance as a condifion of making the Loan,
Borrower shall pay the premiums required to maintain the Mortgage Insurance in effect. If, for any reason,
the Mortgage Insurance coverage required by Lender ceases to be available from the morigage insurer that
previously provided such insurance and Borrower was required to make separately designaied payments
toward the premiums for Mortgage Insurance, Borrower shall pay the premiums 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 substantially equivalent Morigage Insurance coverage is not available, Borrower shall
continue to pay to Lender the amount of the separately designated payments that were due when the insurance
coverage ceased to be in effect. Lender will accept, use and retain these payments as a non-refundable loss
reserve in lieu of Mortgage Insurance. Such loss reserve ghall be non-refundable, notwithstanding the fact that
the Loan is ultimately paid in full, and Lender shall not be required (o pay Borrower any interest or earnings
on such loss reserve. Lender can no longer require loss reserve payments if Mortgage Insurance coverage (in
the amount and for the period that Lender requires) provided by an insurer selected by Lender again becomes
available, is obtained, and Lender requires separately designated payments toward the premiums for Mortgage
Insurance. If Lender required Mortgage Insurance as a condition of making the Loan and Borrower was
required to make 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 Morigage Insurance ends in accordance with any wrillen 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 it may
incurifBorrowerdoesnotrepaytthoanasagreed.Borrowerismtapa.r?o:;etheMortgageInsurame.

Mortgage insurers evaluate their total risk on all such insurance in from time to time, and may
enter into 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 party (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 ayailable (which may include funds obtained from Mortgage Insurance

).

As a result of these agreements, Lender, any purchaser of the Note, another insurer, any reinsurer, any
other entity, 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 modifying the mortgage insurer’s risk, or reducing losses. If such agreement provides that an
affiliate of Lender takes a share of the insurer’s risk in exchange for a share of the premiums paid to the
insurer, the arrangement is often termed "captive reinsurance.” Further:

(®) Any such agreements will not affect the amounts that Borrower has agreed to pay for
Mortgage Insurance, 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.
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(b)AnynwhngreemennwﬂlnotaﬂeaﬂnrlglmBmowerhl-ﬂany-wiﬂlmpedmﬂn
MmlmmanumdermeﬂommmPrMnAdoﬂm«mythw.Thueeray
mmmmmmm.mwmmmdﬂan
lmmnce,mhnﬂanlmmncewrmlmdMﬂy, and/or to recelve a refund of any
Mmmmmmummmumumammmwmm.

11. Assignment of Miscellaneous Proceeds; Forfdture.AllMiscellanewsProceedsarehereby
assigned to and shall be paid to Lender.

If the Property is ,mhMisoeuamnProeeedsshanbeawliedtoresmmﬁonorrepairofﬂ:e

Inﬂ:eeventofaparﬁaltaking.muon,orlossinvalwofﬂ:ePropertyinwhichﬂxefnirmarket
vﬂueoftherpmyhmdiamlybefom&cparﬁﬂmhng.dumwﬁm,mlmsmvﬂuhhummﬂn
: . . 5 1

m-h.ng. 1]
Bomwaandlcnderothemheagreemwmm.mthcelhmmqudsmnbeapplhdmmem
secured by this Security Instrument whether or not the sums are then due.

IfﬂlePropertyilabandomdbyBorrower,orif.afﬁermticebylzndertoBorrowerlhatﬂ:eOpposing
Pany(asdeﬂmdhﬂ:emnsenteme)oﬁemMmlkeanawudmseuleachimfordamages,Bormwerfaih
mrespondmLeMerwiminwdaysaﬁermedammemﬁcehgiven.Lenderisamhoﬁzedmmuectam

Security Instrument, whether or not then due. “Opposing Party” means the third party that owes Borrower
Miscellaneous PrweedsorthepartyagaimtwhomBomwerhuaﬁglﬂofacﬁonhmgammMiweﬂms

Proceeds.
shnﬂhemdefmﬂtifanyacﬁonorprweedmg.wheﬂxercivﬂmcrinﬂnﬂ,kbeglmmm
!xMer'sMgnem,_caﬂdrmﬂtipﬁr&i@redmeHwenymoﬂmmmdﬂimpﬁnmdupda's imer.est

and shall be paid to Lender.
AllMisoellaneousleeedsmatmmtappliedmrestﬁonorrepairofﬂlePropenyshaubeappﬁed
in the order provided for in Section 2.
12. Borrower Not Released; Forbearance By Lender Not a Waiver. Extension of the time for
paymmormdiﬁuﬁonofammuﬁonofmemmuredbymjswuﬁwlmﬂummgmmdbylmdm
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wBomwaoranySmmmmmmﬁBormwamunMOpemwwmleasemeﬁabﬂhyofBomwerm
mySmwnhlnmrutofBoﬂowa.lzmermnnmbemﬂmdmmmmmepmcwdmgsagaimtmy
Successor in Interest of Borrower or to refuse to extend time for payment or otherwise modify amortization
ofﬂrmmwcmedbythewdtyhsmmembyreawnofmydcmMmdebymeoﬂgimlBomwm
anySweeuonmmwmtofBonowa.AnyforbaramebyI:ndﬂmemhmgmyﬁgMMMmedy
mchﬂing.wimnlimm.under’sweepmmeofmymﬁmtmmpemm.enﬁﬁammm
Interest of Borrower or in amounts less than the amount then due, shall not be a waiver of or preclude the
exercise of any right or remedy.

13. Joint and Several Liability; Co-signers; Successors and Assigns Bound. Borrower covenants and
agrees that Borrower’s oblignﬁonsandliabﬂityshaﬂbejoimandseveral.However,anyBonowerwho
co-signs this Security Instrument but does not execute the Note (a "co-signer"): (a) is co-s%ﬂm
Secuﬁtyhsmmnﬂoﬂymmngage.gmmandcmveythemigmr'smrenmmehopeny the
mof&kSmhmem;@)hmtpemmﬂlyobﬁgamdwpaymemmuredbyMSewﬁw
Instrunrnt;and(c)agreaMlxnderaMmyomerBomwercmngmememnd.mdify,forbwmmh
any accommodations wimregardtoﬂ:ctennsofmisSecurityImlrumentoriheNoﬂewithwttheco—signer's
consent.
Subjectm&eproﬁsiomofSwﬁonlS,anySmmrhhtethBomwwMummBomw’s
obﬁgaﬁomunder&hSethyhsmmemmwﬁﬁng.aMhappmvedbyLmda,smnommmof
Bomwer'sﬁghmandbemﬁmundermisSeaniwlmmmm.Bomwerﬂnnmtberelmedﬁom
Borrower's obummmmmmmmwmmwmmmm
wﬁng.hmmmwﬁmwwmmmnbhﬂ(mapmﬁdedmsm
20) and benefit the successors and assigns of Lender.

14. Loan Charges. Lender may charge Borrower fees for services performed in conmection with
Borrower’s default, for the purpose of protecting Lender’s interest in the Property and rights under this
Security Instrument, including, but not limited o, attorneys’ fees, property inspection and valuation fees. In
regardtoanyotherfees.theabsenceofexpressmthorityinﬂlisSecurityInsmnmmmchargeaspeciﬁcfee
to Borrower shall not be construed as a prohibition on the charging of such fee. Lender may not charge fees
that are expressly prohibited by this Security Instrument or by Applicable Law.

If the Loan is subject to a law which scts 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
pexmimdlinﬂtx,ﬂ:en:(a)mysuchloanchugeshaﬂbereducedbyﬂnamnﬂmcesurywmdueethecharge
wmepemmedﬁmit;aM(b)mymdmdywuecwdﬁomBonowwhmhexwededpemmm
will be refunded to Borrower. Lender may choose to make this refund by reducing the principal owed under
tthoteorbymakingadirectpaynnmmBonowa.lfareﬁmdre(hmesprhcipal.there(hwﬁonwﬂlbe
treated as a partial prepayment without any prepayment charge (whether or not a prepaymeni charge is
providedforlmderﬂxeNote).Borrower'sacoeptanceofanysuchreﬁmdmndebydirectpaymenthomwer
will constitute a waiver of any right of action Borrower might have arising out of such overcharge.

15. 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 deemed to have
been given to Borrower when mailed by first class mail or when actually delivered to Borrower’s notice
address if sent by other means. Notice to any one Borrower shall constitute notice to all Borrowers unless
Applicable Law expressly requires ctherwise. The notice address shall be the Property Address unless
Borrower has designated a substitute notice address by notice to Lender. Borrower shall promptly notify
Lender of Borrower's change of address. 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
oﬂyomduigmmdmﬁceaddmsmﬂerthemmyhsmmmnanyomﬁm.Anymﬁwwlmmn
begivenbydeliveringitorbymailingitbyﬁrstclusnniltolznder’saddresastawdhereinunlusLenier
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 required under Applicable Law, the Applicable Law requirement will satisfy
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16. Governing Law; Severability; Rules of Construction. This Security Instrument 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 limitations of Applicable Law.
ApplicableI.Awmightexplicitlyorimpliciﬂyallowthepartieswagreebycmtractoritmigmbesilan.hn
such silence shall not be construed as a prohibition against agreement by contract. In the event that any
pmvisionorchuseofﬂﬁsSeauityIns&umeﬂorﬂnNoteconﬂicuwhhAppﬁcablehw,suchoonﬂictalnll
not affect other provisions of this Security Instrument or the Note which can be given effect without the

As used in this Security Instrument: (a) words of the masculine gender shall mean and include
corresponding neuter words or words of the feminine gender; (b) words in the singular shall mean and
include the plural and vice versa; and (c) the word "may" gives sole discretion without any obligation to take
any action.

17. Borrower’s Copy. Borrower shall 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,
"Interest 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, installment sales contract or escrow
agreement, the intent of which is the transfer of title by Borrower at a future date fo a purchaser.

If all or any part of the Property or any Interest in the Property is sold or transferred (or if Borrower is
not a natural person and a beneficial interest in Borrower is sold or transferred) without Lender’s prior written
consent, Lender may require immediate payment in full of all sums secured by this Security Instrument.
However, this option shall not be exercised by Lender if such exercise is prohibited by Applicable Law.

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

19. Borrower’s Right to Reimstate 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 périod as Applicable Law might specify for the termination of Borrower’s
right to reinstate; or (c) entry of a judgment enforcing this Security Instrument. Those conditions are that
Borrower: (a) pays Lender all sums which then would be due under this Security Instrument and the Note as
if no acceleration had occurred; (b) cures anmy default of amy other covenants or agreements; (C) pays all
expenses incurred in enforcing this Security 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 Lender’s interest in the Property and rights under this Security Instrument,
and Borrower’s obligation to pay the sums secured by this Security Instrument, shall continue unchanged.
Lender may require that Borrower pay such reinstatement sums and expenses 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 check is drawn upon an institution whose deposits are insured by a federal
agency, instrumentality or entity; or (d) Electronic Funds Transfer. Upon reinstatement by Borrower, this
Security Instrument and obligations secured hereby shall remain fully effective as if no acceleration had
occurred. However, this right to reinstate shall not apply in the case of acceleration 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 Instrument) can be sold one or more times without prior notice to Borrower.
A sale might result in a change in the entity (known as the "Loan Servicer") that collects Periodic Payments
due under the Note and this Security Instrument and performs other mortgage loan servicing obligations
under the Note, this Security Instrument, and Applicable Law. There also might be one or more changes of
the Loan Servicer unrelated to 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 should be made and any other information RESPA requires in connection with a
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notice of transfer of servicing. If the Note is sold and thereafter the Loan is serviced by a Loan Servicer other
manmemofmeNme.themoﬂgagebanmicmgobﬁgaﬂomwBomwerwﬂlmmmme
Loan Servicer or be transferred to a successor Loan Servicer and are not 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 class) that arises from the other party’s actions pursuant to this Security
Instrument or that alleges that the other party has breached any provision of, or any duty owed by reason of,
this Security Instrument, until such Borrower or Lender has notified the other party (with such notice given in
compliance with the requirements of Section 15) of such alleged breach and afforded the other party hereto a
reasonable period after the giving of such notice to take corrective action. If Applicable Law provides a time
period which must elapse before certain action can be taken, that time period will be deemed to be reasonable
for purposes of this paragraph. The notice of acceleration and opportunity to cure given to Borrower pursuant
to Section 22 and the notice of acceleration given to Borrower pursuant to Section 18 shall be deemed to
satisfy the notice and opportunity to take corrective action provisions of this Section 20.

21. Hazardous Substances. As used in this Section 21: (a) "Hazardous Substances" are those
substances defined as toxic or hazardous substances, pollutanis, or wastes by Environmental Law and the
following substances: gasoline, kerosene, other flammable or toxic petroleum products, toxic pesticides and
herbicides, volatile solvents, materials containing asbestos or formaldehyde, and radioactive materials; (b)
*Environmental Law" means federal laws and laws of the jurisdiction where the Property is located that relate
to health, safety or environmental protection; (c) "Environmental Cleanup” includes any response action,
remedial action, or removal action, as defined in Environmental Law; and (d) an "Environmental Condition"
means a condition that can cause, contribute to, or otherwise trigger an Environmental Cleanup.

Borrower shall not cause or permit the presence, use, 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 (a) that is in violation of any Environmental
Law, (b) which creates an Environmental Condition, or (c) which, due to the presence, use, or 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 presence, use, or storage on the Property of small quantities of Hazardous
Substances that are generally recognized to be appropriate to normal residential uses and to maintenance of
the Property (including, but not limited to, hazardous substances in consumer producis).

Borrower shall promptly give Lender written notice of (a) any investigation, claim, demand, lawsuit or
other action by any governmental or regulatory agency or privaie party involving the Property and any
Hazardous Substance or Environmental Law of which Borrower has actual knowledge, (b) any
Environmental Condition, including but not limited to, amy spilling, leaking, discharge, release or threat of
release of any Hazardous Substance, and (c) amy condition caused by the presence, use or release of a
Hazardous Substance which adversely affects the value of the Property. If Borrower learns, or is notified by
any governmental or regulatory authority, or any private party, that any removal or other remediation of any
Hazardous Substance affecting the Property is necessary, Borrower shall promptly take all necessary remedial
actions in accordance with Environmental Law. Nothing 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:

Borrower’s breach of any covenant or agreement in this Security Instrument
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evidence of the truth of the statements made therein. Trustee shall apply the proceeds of 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 Security Instrument; and (c) any excess to the person or
persons legally entitled to it.

23. Reconveyance. Upon payment of all sums secured by this Security Instrument, Lender shall request
Trustee to reconvey the Property and shall surrender this Security Instrument and all notes 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 any recordation costs. Lender may
charge such person or perscns a fee for reconveying the Property, but only if the fee is paid to a third party
(such as the Trustee) for services rendered and the charging of the fee is permitted under Applicable Law.

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

25. Attorneys’ Fees. As used in this Security Instrument and in the Note, attorneys’ fees shall include
those awarded by an appellate court.

26. Protective Advances. This Security Instrument secures any advances Lender, at its discretion, may
make under Section 9 of this Security Instrument to protect Lender’s interest in the Property and rights under

27. Required Evidence of Property insurance.

WARNING
Unless you provide us with evidence of the insurance coverage as required by our contract

or loan agreement, we may purchase insurance at your expense to protect our interest. This

insurance may, but need not, also protect your interest. If the collateral becomes damaged, the

coverage we purchase may not pay any claim you make or any claim made against you. You may
later cancel this coverage by providing evidence that you have obtained property coverage
elsewhere.
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You are responsible for the cost of any insurance purchased by us. The cost of this insurance
may be added to your contract or loan balance. If the cost is added to your contract or loan
balance, the interest rate on the underlying contract or loan will apply to this added amount. The
effective date of coverage may be the date your prior coverage lapsed or the date you failed to
provide proof of coverage.

The coverage we purchase may be considerably more expensive than insurance you can
obtain on your own and may not satisfy any need for property damage coverage or any mandatory
liability insurance requirements imposed by Applicable Law.

BY SIGNING BELOW, Borrower accepts and agrees to the terms and covenants contained in this
Security Instrument and in any Rider executed by Borrower and recorded with it.

Witnesses:

(Seal)

KEVIN T HEATON -Borrower
Mdg;iééaim_(sm)

WENDY L H -Borrower

(Seal) (Seal)
-Borrower -Borrower
(Seal) (Seal)
-Borrower -Borrower
(Seal) (Seal)
-Borrower -Borrower

WERRR WA IRR IR RN RSN R AR R NIRRT TR NN CN IR TN PRI R RN NIRRT RN RIS ERIIAINAR TR TN

"UNDER OREGON LAW, MOST AGREEMENTS, PROMISES, AND COMMITMENTS MADE
BY US AFTER OCTOBER 3, 1989 CONCERNING LOANS AND OTHER CREDIT
EXTENSIONS WHICH ARE NOT FOR PERSONAL, FAMILY OR HOUSEHOLD
PURPOSES OR SECURED SOLELY BY THE BORROWER'S RESIDENCE MUST BE
IN WRITING, EXPRESS CONSIDERATION AND BE SIGNED BY US TO BE
ENFORCEABLE. "

AR RENRRRTRRRA SRR RRTNNNEIENE AR R SIS D RN IR INRIR RN RRE N RTINSV RSO NN TSRO TR bbb orwd
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STATE OF OREGON, County ss:
On this %j'v\day‘,@—‘e‘ﬁyv\ personally appeared the above named

e WY
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ADJUSTABLE RATE RIDER

THIS ADJUSTABLE RATE RIDER is made this @ 16TH dayof SEPTEMBER, 2003 .
and is incorporated into and shall be deemed to amend and supplement the Mortgage, Deed of Trust, or
Security Deed (the "Security Instrument”) of the same date given by the undersigned (the "Borrower") to
secure Borrower’s Adjustable Rate Note (the "Note") to KLAMATH FIRST FEDERAL SAVINGS &
LOAN ASSOCIATION

(the "Lender") of the same date and covering the Property described in the Security Instrument and located at:
1361 WILD PLUM CT, KLAMATH FALLS, OR 97601

[Property Address]

THIS NOTE CONTAINS PROVISIONS: ALLOWING FOR CHANGES IN MY
INTEREST RATE AND MY MONTHLY PAYMENT. INCREASES IN THE
INTEREST RATE WILL RESULT IN HIGHER PAYMENTS. DECREASES IN
THE INTEREST RATE WILL RESULT IN LOWER PAYMENTS.

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

A. INTEREST RATE AND MONTHLY PAYMENT CHANGES
The Note provides for an initial interest rate of 3.625 %. The Note provides for
changes in the interest rate and the monthly payments, as follows:

4. INTEREST RATE AND MONTHLY PAYMENT CHANGES

(A) Change Dates
The interest rate I will pay may change on the 18T day of NOVEMBER, 2006
and on that day every 12TH monih thereafier. Eachdaueonwhmhmymterestrateemﬂdchange

is called a "Change Date."
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(B) The Index

Beginning with the first Change Date, my interest rate will be based on an Index. The "Index” is:
THE "INDEX" WILL BE THE FEDERAL HOME LOAN BANK OF SEATTLE'S 12-MONTH
SHORT-TERM ADVANCE RATE PUBLISHED ON THE 1ST BUSINESS DAY OF EVERY
MONTH.

The most recent Index figure available as of the date: [X14Sdays [ ]
before each Change Date is called the "Current Index."

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

(C) Cakulation of Changes
Before each Change Date, the Note Holder will calculate my new interest rate by adding

TWO AND THREE QUARTERS percentage points
( 2.750 %) to the Current Index. The Note Holder will then round the result of this
addition to the X | Nearest Next Highest + [__] Next Lowest

ZERO AND ONE EIGHTH ( .125 %).Subjectm

the limits stated in Section 4(D) below, this rounded amount will be my new interest rate until the next
Change Date.

The Note Holder will then determine the amount of the monthly payment that would be sufficient to
repay the unpaid principal I am expected to owe at the Change Date in full on the maturity date at my new
interest rate in substantially equal payments. The result of this calculation will be the new amount of my
monthly payment.

[ Interest-Only Peciod

The "Interest-only Period" is the period from the date of this Note through
For the interest-only period, after calculating my new interest rate as provided above, ﬂ:eNoﬁeHolderwill
then determine the amount of the monthly payment that would be sufficient to pay the interest which accrues
on the unpaid principal of my loan. The result of this calculation will be the new amount of my monthly
payment.

The "Amortization Period" is the period after the interest-only period. For the amortization period, after
calculating my new interest rate as provided above, the Note Holder will then determine the amount of the
monthly payment that would be sufficient to repay the unpaid principal that I am expected to owe at the
Change Date in full on the Maturity Date at my new interest rate in substantially equal payments. The result
of this calculation will be the new amount of my monthly payment.
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(D) Limitz on Interest Rate Changes
(Please check appropriate boxes; if no box is checked, there will be no maximum lmit on

changes.)

%(I)Therewﬂlbenomaximmlimitonimemtmmanges.
(2) The interest rate I am required to pay at the first Change Date will not be greater than

% or less than %.
D(3)MymtemstmtewiuneverbeimmuedordemeuedmmysmgleChangeDatebymommm
percentage
points ( %) from the rate of interest I have been paying for the
[x] (4) My interest rate will never be greater than 9.625 %, which is called the
"Maximum Rate."
[x] (5) My interest rate will never be less than 2.750 %, which is called the
"Minimum Rate."

[ (6) My interest rate will never be less than the initial interest rate.
(7) The interest rate I am required to ‘pay at the first Change Date will not be greater than
5.625 % or less than 2.750 %. Thereafter, my
interest rate will never be increased or decreased on any single Change Date by more than
TWO percentage points
( 2.000 %) from the rate of interest I have been paying for the preceding
period.

(E) Effective Date of Changes

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

(F) Notice of Changes

The Note Holder will deliver or mail to me a notice of any changes in my interest rate and the amount of
my monthly payment before the effective date of any change. The notice will include information required by
law to be given o me and also the title and telephone number of a person who will answer any question I
may have regarding the notice.
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B. TRANSFER OF THE PROPERTY OR A BENEFICIAL INTEREST IN BORROWER
Uniform Covenant 18 of the Security Instrument is amended to read as follows:

74543

Transfer of the Property or a Beneficial Interest in Borrower. As used in this Section 18,
"Interest 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, installment
sales contract or escrow agreement, the intent of which is the transfer of title by Borrower at a
future date to a purchaser.

If all or any part of the Property or any Interest in the Property is sold or transferred (or if a
Borrower is not a natural person and a beneficial interest in Borrower is sold or transferred)
without Lender’s prior written consent, Lender may require inunediate payment in full of all sums
secured by this Security Instrument. However, this option shall not be exercised by Lender if such
exercise is prohibited by Applicable Law. Lender also shall not' exercise this option if: (a)
Borrower causes to be submitted to Lender information required by Lender to evaluate the
intended transferee as if a new loan were being made to the transferee; and (b) Lender reasonably
determines that Lender’s security will not be impaired by the loan assumption and that the risk of a
breach of any covenant or agreement in this Security Instrument is acceptable to Lender.

To the extent permitted by Applicable Law, Lender may charge a reasonabie feec as a
condition to Lender's consent to the loan assumption. Lender also may require the transferee to
sign an assumption agreement that is acceptable to Lender and that obligates the transferee to keep
all the promises and agreements made in the Note and in this Security Instrument. Borrower will
continue to be obligated under the Note and this Security Instrument unless Lender releases
Borrower in writing.

If Lender exercises the option to require immediaic payment in full, Lender shall give
Borrower notice of acceleration. The notice shall provide a period of not less than 30 days from
the date the notice is given in accordance with Section 15 within which Borrower must pay all
sums secured by this Security Instrument. If Borrower fails to pay thesc sums prior to the
expiration of this period, Lender may invoke any remedics permitted by this Security Instrument
without further notice or demand on Borrower.
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accepts and agrees to the terms and covenants contained in this

BY SIGNING BELOW,
Adjustable RateRider.

Pl (Seal) M%ib!ﬁm_m
KEVIN T HEATON -Borrower WENDY L HEA -Borrower
(Seal) (Seal)
-Borrower -Borrower
(Seal) (Seal)
-Borrower -Borrower
(Seal) (Seal)
-Borrower -Borrower
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