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DEED OF TRUST

DEFINITIONS

Wordsusedinmﬂﬁplesecﬁomofthhdocummtmdeﬁnedbdowmdotherwordsaredeﬁnedm
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 April 5, 2004 V
together with all Riders to this document.
(B) "Borrower" is JAY D. NELSON and LISA R. NELSON. As Tenants By Entirety v

Borrower is the trustor under this Security Instrument.
(C) "Lender" is Gateway Financial ServicesV

Lender is a Corporate
organized and existing under the laws of Oregon
0057619710 -9503
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Lender's address is 9400 SW Barnes Rd 100 Portland, OR 97225

Lender is the beneficiary under this Security Instrument.
(D) "Trustee" is Land America Lawyers TitleV

(E)"Nm“mmthepronﬁuorynotesignedbyBorroweranddatedAprﬂ 5, 2004 .
The Note states that Borrower owes Lender one hundred nine thousand two hundred fifty
and 00/100 Dollars
(U.S. $109,250.00 V) plus interest. Borrower has promised to pay this debt in regular Periodic
Paymmtsandtopaythedebtinmllnotlaterthan May 1, 2034 .

(F)"hoputy“memﬁepmpeﬂyﬁﬂhducﬂbedbdwmda&eheading'hmsfaofklghnmme

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)"Rldul"maﬂkidmmthemrhyhmumemmnmmwdbyBomw.meUowhg
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]

(D“Appllmbkhw"mnsaﬂwnﬂoﬂhgappﬁmbhfeduﬂ.ﬂatemdlwalmw& regulations,
ordinanoelmdadnﬂnhu'aﬂvernlesmdordal(thnthnvetheeffectofhw)asweuasallapplicableﬁnal.
non-appealable judicial opinions.
G)“CommmltyAnodadonDuu,Fes,mdAmu"manduu,feu.mmmdothu
chuguMmimposedonBomwermtherpmybyawndominiummwdaﬁm,homeom
association or similar organization.
m‘wmwc“mmymfaofmnds.ommmamwdonoﬂ;inﬂedby
chwk.draﬁ.mdmﬂupapahsmmt.wﬂchisiﬂﬁﬂed&mghmdw&oﬂctanﬁnﬂ.tdephoﬂc
instnment.computer.ormagnetictapeloastoorder.insmm.oramhorizeaﬁmncialinstimtiontodebit
ora'editanaccomt.Suchwrmimludes,butisnmlinﬂtedw,point-of-nlemfm,mmmadtdler
machine transactions, transfers initiated by telephone, wire transfers, and automated clearinghouse
transfers.

(L)'Euu'owltm"nmnslhoaeimthatmducﬂbedinSecdonS.
M"Mﬂmhomedu“mmymmﬂn,xﬁlemﬂ.wudofdmgu,mpmwd&pﬂd
bymy&iﬂm(oﬁa&mhsunmepmeedspﬂdundumewvmducrmdhmﬂmr:(i)
damageto.ordesmwtionof.thel’roperty;(ii)eondemnationorothettakingofalloranypartofthe
Property;(iii)convcyaneeinliwofcondemnation;or(iv)misrepmentaﬁonsof.oromissionsuto,the
value and/or condition of the Property.
(N)"Moﬁpphmnw'mmhsumoepmﬂnglmduagﬁnﬂ&emnpaymtof,mdefaﬂtm,
the Loan.
(O)Wehymt"mmmemgmmymhemﬂedmmduemr(i)pﬁmipdmmmm
Note.plus(ii)anymuntsunderSecﬂon3ofthilSewritylnmumn.
(P)'RESPA“mennstheRealEstateSeulunuancedthct(IZU.S.C.Section2601etaeq.)anditn
implmﬁngregulaﬁon,llegulationxmc.F.R.Pm3500).astheymightbemdedfmmtimeto
ﬁme.ormyaddiﬁonﬂmmlegiﬂaﬂmmmgﬂaﬁmmngovmemmbjeamer.nund
mtheanityhmuntm.'RESPA“mfmbaquuimumdmﬁcﬁomMmimpoMMmgm
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toa'fedaaﬂymMedmrtgagelm'mifﬂwlomdoumtquaﬂfyua'fedaaﬂymlmdmﬂgage
loan" under RESPA.

Q "Mhm«dofnmw'mmmypmythathasmken&ﬂewmew.whedwrm
nmmapmtyhuauumdnomwu'sobligaﬂomundameNmmdlmthewmyhmm.

TRANSFER OF RIGHTS IN THE PROPERTY

This Security Instrument secures to Lender: (i) the repayment of the Loan, and all renewals, extensions and

mdiﬂcaﬁomofmeNou;md(ﬁ)thepafommeofBomwa'swvmmandagmmlnﬂumh

Security Instrument and the Note. For this purpose, Borrower irrevocably grants and conveys to Trustee,

inuust,withpowerofsale,thefoﬂowinsdescribedpropeﬂylocatedinthe
County of KLAMATH :

[Type of Recording Jurisdiction] [Name of Recording Jurisdiction]
LEGAL DESCRIPTION ATTACHED HERETO AND MADE A PART HEREOF:

which currently has the address of

2828 PATTERSON STREET [Strect]
KLAMATH FALLS [City], Oregon 97603 [Zip Code]
("Property Address”):

TOGETHER WITH all the improvements now or hereafter erected on the property, and all
easements, appunenmcu.andﬁﬂmmworhereaﬁeraputofﬁepmpaty.ﬂreplwmﬂmd
additions shall also be covered by this Security Instrument. All of the foregoing is referred to in this
Security Instrument as the "Property."

BORROWER COVENANTS that Borrower is lawfully seised of the estate hereby conveyed and has
meﬁghtwngmdcmveymerpmymdmmmerputyhmmbaed.emeptformmbmm
ofrword.BomwwmmumdwmdefendgwenﬂytheﬁﬂewlhePropudelddmmd
demands, subject to any encumbrances of record.

THIS SECURITY INSTRUMENT combines uniform covenants for national use and non-uniform
wvmﬂwi&ﬁnﬂmdvmiaﬁombyjuﬁndicﬁm&msﬁhﬂeauﬂhmmﬂWWwvmm

UNIFORM COVENANTS. Borrower and Lender covenant and agree as follows:
l.PaymmtofPrhdpd,lntuut,Emwnm.Pnpaythhnrgu,mdLateChngu.
Bonowershallpwwhenduethepﬂncipalof,andinterelton,thedebtevidencedbytheNoteandany
prepaymauchugumdmwmmmeNme.BomwshnnﬂmpayﬁmdsforEmetm
pursuanttoSecﬁonS.PaynmudueundermeNoteandthisSecuﬂtyInsmmtahanbemadeinU.S.
0057619710 -9503
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currency. However.ifmycheckorothuinlmmtmeivedbyLmderaspaynunundertheNoteormh
Swmwmmmmhmnndmlmduwlmdumyremﬁmmnmymﬂlmmpaymu
dueundertheNoteandthilSecuritylnsmmentbemadeinoneormoreofﬂxefonowingfom.as
selected by Lender: (a) cash; (b) money order; (c) certified check, bank check, treasurer's check or
cauhia'smwk,pmﬁdedmymchdwckhdmwnwmmmuimﬂmwhoudepodummmbya
federal agency, instrumentality, or eatity; or (d) Electronic Funds Transfer.

PaynﬂsderecdvedbyLmderwhenmdveduthelocaﬁmduignﬂedhtheNowmat
nmhoﬁalwaﬁmmmybededgnﬂedby[mduhmoﬂmeewimmemﬁwmm&cﬂonls.
mmmmymmmpudﬂpaymtﬁmepaymtmmpamemmfﬂdanm
bﬁng&chmmrmt.lmdamywceptmypay@mparﬂdpaymthmfﬁmmbﬁngmelm
curtent,wi&unwﬁvuofmydgbuhaumduorprejudieemimﬁghnwrefunmdwaymmtorparﬁﬂ
paymentlinthefutme.memderisnotobﬁgatedtoapplynwhpaymﬂsattheﬁmsuchpaymtsm
accepted. IfeachPaiodicPaymmthapplieduofiuwhedtﬂedem,thmlmdumedmtpay
mwratmunnppﬁedﬁnﬂs.LmdamyholdmchmappnedﬂmdsumﬂBomwamkupaymmmbﬁng
theLoanament.IfBomwerdoesnmdowwhhinareuomblepaiodofﬁme.Lmduuhnﬂdﬂmapply
such funds or return them to Borrower. If not applied earlier, such funds will be applied to the outstanding
pﬂncipalbalanceundertheNoteimdiatelypriortoforeclomre. No offset or claim which Borrower
nﬂghthavemwormmefummagﬂnandashnnmﬁweBomwuﬁommﬁngpaymmemda
meNowandmuSemﬁtymmmmpafommgmewvmmmdagrmmuedbytheumty
Instrument.

2. Apﬂiuﬁmofhymmﬁor?roweds.ExoqnuotherﬁsedmibedinthhSwﬁonz.an
paymnwcepwdmdnppﬁedbyLmdulhaﬂbeappﬁedinmefouowingordaofpﬁoﬁty: (a) interest
due under the Note; (b) principal due under the Note; (c) amounts due under Section 3. Such payments
lhaﬂbeappuedtoeaehPeriodianymmtintheorderinwhichitbecmdw. Any remaining amounts
lhaubeappﬁedﬁmmlmchngu,wondmmymhaammmmmmis&wﬂtymmmm,md
then to reduce the principal balance of the Note.

HImdameeivuapaymﬁﬁomBonowafmadelhquemPeriodlcPaynmtwhhhimludua
mfﬁdeﬂmoummpaymymchngedue.mepaymmtmybeappﬁedmtheddmmpaymtm
the late charge. lfmmthmomPuiodicPaymentisoutumdmg.undermyapplymypayMrweived
ﬁomBorrowatomerepaynmtofthePa'iodicPaymtsif.andtoﬂ\eenmtthat,eachpaymanmbe
paidinful].Totheexwmmnmyexceueximaﬁathepaymmtisappﬁedmﬂwﬁ:upaymmtofomm
morePeriodicPaymts.:uchexommaybeappﬁedtoanylatechargeldue.Volumaryprepaymunuhau
beappliedﬂmttoanyprepnymcntchatgelandthmasdmribedinmeNote.

Anyapplicaﬁonofpaynmﬂ.imummeproweds.mMiwdlmmumcwdsmpﬁmipdduunda
meNowshaunMextmdorposq)mcmeduedne.mchmgememm.ofmeModicPaymmu.

3.mmdlernuowItam.BomwerdmnpaywlmdaonthedayPeﬂodicPaymmum<hw
undertheNote,unﬁltheNoteilpddinﬁﬂl,amm(the'F\mds')topmvideforpaymmtofammmudue
for: (a)taxelmdusemmﬁmdothuitemswhichcmminpﬁoﬂtyoverthisSecuﬁtmetua
lien or encumbrance on the Property; (b) leasehold payments or ground rents on the Property, if any; (c)
prenﬂumformymdaﬂhmmcemquiredbyLmdaundaSwﬁonS;md(d)Moﬁgagehsurmce
premiums, if any, oranysumspayablebyBorrowertolMerinlimofmepaymmtofMongage
msurmcepmmmrdamewimmepmvhhmof&eﬁmlo.nueimmmued'm
Items.” Atoﬂginaﬁonmumyﬂmeduﬁngthetemofthem.undamquuhethatComnmnity
AawdaﬁonDues,Feu.andAmmmm,ifmy.beeecrowedbyBomwu.mdmchduu.feumd
assummaubemEmwhem.Bomwaahaupmmpﬂyﬁnnhhwlmduaﬂmﬁcuofmmm
bepddummisSeeﬁm.BomwushaﬂpaylmdameFmdsforEmowIwmuMuaLmdawdvu
Borrower'sobligaﬁontopaytheFundsformyorallEscrowltum. Lender may waive Borrower's
obligationtopaytol.enderthdsforanyornllEncrowItemntmyﬁme.Anysuchwaivermayonlybe
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inwriting.Intheevemofsuchwaiver.Bonowerdmllpaydirecﬂy.whmandwherepayable.theamomta
dueformyEmowItmforwhichpaymﬁnothmdshmbemwaivedbyLmderm. if Lender requires,
shaﬂﬁuniﬁmlmdurweiptawﬁmdngnmhpay@whﬂnmwhtﬁmpuiodulmdumyreqﬂm
Bomwa‘uobligaﬁmmmhmchpuynmmandmpwﬁdemdpumuforaupurpombedemdm
beawvmmmmmntdnedmtheWﬂwmmmmt.umepMue'wvmmw'
is used in Section 9. IfBorrowcrisobliguedmpayEucrowkmdiremly.pummwawaiva'.and
Bomwafaihwpwmeammtdueformmltun.lmdumymiuﬂghmm&cﬁm9
andpaynwhmoummdBomwushaHmmbeobﬁgnedundaSecﬁm9mrepaymLmdumym
amount. I.mdermayrevokcthewaiverastoanyorallEmetemsatanytim:byanoﬁcegivmin
mﬁmcewi&SeuionlSmd.uponmchmocaﬁm.BomwahaupaymLmduaﬂFuMa.mdm
such amounts, that are then required under this Section 3.

LeMermay,atanytime.coﬂectandholdthdsinanunount(a)mfﬂcienItopexmitlmdettoapply
meFundsumcﬁmespedﬂedundaRESPA.md(b)nmwexwedthemximummmumalmdam
mqukemdaRESPA.Lmderuhﬂluﬁmnetheammtofﬁmdamwmthebuhofmmdmm
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,
msmmmnﬂty.mmﬁty(mdudingbmda,iflmduhmmlﬁmﬂmmapodumnmmmd)mm
anyFederalHonr.LoanBank.Lmderahaﬂapplytheﬁmdutopaythe&cmwltumnolaterthmthetinn
spwlﬁedmduRESPA.I:ndashnﬂmtchargeBomwaforholdingmdapplymgmeﬁnﬂs. annually
mﬂyﬂngmemowmm.mveﬁfyhgmeEmetm.uMmbmdupaysBomwaimmmme
FundsandApplicablehwpamitsundertomkemchacharge.Unlessanagremismadeinwrlﬁng
orApplicableLawrequhuinteruttobepaidondwFunds.LendernhallnotberequiredtopayBorrower
any interest or earnings on the Funds. Borrower and Lender can agree in writing, however, that interest
shall be paid on the Funds. Lender shall give to Borrower, without charge, an annual accounting of the
Funds 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 Funds held in escrow,
adeﬁneduMaRESPA.LmdashaﬂmﬁfyBomwuremﬁredbyRESPA,mdBomwumupaym
lmdatheamoummywmkeuptheshomgemmwimRESPA.Winmmﬂxm
twelve monthly payments. If there is a deficiency of Funds held in escrow, as defined under RESPA,
LmdashaﬂmﬁfyBonowerquuiredbyRESPA.mdBomwerahaﬂpaywlmduﬂwmomt
wcessuymmakeupﬂ:ed:ﬁdmcyhmrdmwithkﬂSPA.bmhmmommmtwelvemmMy
payments,

UpmpaymmthfuuofﬂlmmwmredbythhSemﬁtymmmmt.Lmduahaupmmpﬂymfund
to Borrower any Funds held by Lender.

4.Char¢u;Llau.Bormwanhaupayaumxu,mumenu,chargu,ﬁnu,mdimpodﬁom
mmhmmmwm&mmwoﬁwmmmymm,mmmm
gmundrentlontheProperty.ifany.deommnnityAuociationDues.Feeu.andAmmts,ifany.To
theextentthatthueitemsmEmem,Bomweruhnllpaythanin&emannerprovidedinSecﬁonS.

Bomwerahaﬂpmmpﬂydhchmgemyﬁmwhichhupﬁoﬂtyova&h&mﬂtyhmmentuﬂe&
Borrower: (a)agreesinwﬁﬁngtothepaymtofmeobﬁgaﬂonmnedbythclieninammnermqmble
to Lender, but only so long as Borrower is performing such agreement; (b) contests the lien in good faith
by,ordefendsagnhﬂmﬁmmtof&ehmh.legdpmcwdingswﬂcbhlmda’sophhnopumm
pmmt&emfommtof&ehmwhﬂe&ouprowedlngsmpmdlns,bﬂoﬂyunﬂlmchpmwdhgs
areconcluded;m(c)semresﬁomtheholduofmeummagreemmtnﬁsfamorymundanmordimﬁng
theuentothisSecurityInstmmn.IfLMerdetemﬁneathatmypanoftthropmyhmbjecttoalien
chhcmauaMpﬁoﬂtyovuthewﬂtymmm.lmdamyginomwaamﬁceidmﬁfymgme
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lien.Within10daysofthedateonwhichthntnoticeisgiven.Bormweuhallsaﬁsfythelimortakeoneor
more of the actions set forth above in this Section 4.

LmdermaquuheBomwampayaon&ﬁmchugeforatedestuemxvaiﬁcaﬁmmdlor
reporting service used by Lender in connection with this Loan.

S.Propatym.Bomwashnukwpmcimpmvemumwaisﬂngorhaeaﬂauwedon
mmymwagﬁmlombyme.hmrdsmdudedwiminmem'mmdedmvmge.'mdmy
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
Lmdamquhu.Whandamquirumunmmmepmedingmmmchmgeduﬂngmetamof
the Loan. The insurance carrier providing the insurance shall be chosen by Borrower subject to Lender's
ﬁngdinppmveBomwa'schoice.wﬁchdgmmaHmtbeexadndmmably.Lmdumy
requireBonowatopay,inoonnectionwithmisLoan. cither: (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
monablymighaﬁeﬂsuchdﬂammaﬁmmcaﬂﬂuﬁon.mlhauﬂmbempmsibhforthe
paymmtofmyfeuimpoﬂbytheFederﬂEmergmcmeaganemAgmcymwnmcﬁmwimthe
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
covmge,atLendex"loptionandBomwer'sexpeme.lmderislmdanoobligaﬁontopumhmany
particular type or amount of coverage. Therefore, such coverage shall cover Lender, but might or might
notprotectBorrower.Bomwer'lequltyintherM.ortheeontmuoftherputy.agaimtmyﬁak.
hawdmlhbﬂitymdmighpmvidegrmmlessermvmgethmwpmimﬂyheffea.Bortower
kawledgummmemnofmemwvmgemobtaimdmiwsigniﬂcmﬂyexcwdmewnof
insurance that Borrower could have obtained. Any amounts disbursed by Lender under this Section 5 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
ﬁghtmdisappmvemchpolida,ahaﬂhdudeanmdmﬂmngsgedw,andmannmundau
mortgageeand/oruanaddiﬁomlloupayee.Lendm‘shallhavetherighttoholdthepoliciumdrarwal
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,
fordmnageto.ordem'uctionof,thel’mpe:ty.suchpolicyshallincludeastandardmortgageclmseand
shall name Lender as mortgagee and/or as an additional loss payee.

In the event of loss, Borrower shall give prompt notice to the insurance carrier and Lender. Lender
may make proof of loss if not made promptly by Borrower. Unless Lender and Borrower otherwise agree
in writing, myhsurameproceeds.whﬁhummttheunduiyinshsmmwureqﬂmdbylmdu.shnﬂ
beappliedtoreutoraﬁonorrepairoftthmpu‘ty,ifthcrestoraﬁonorrq)airiseconouﬂcallyfusibleand
Lender's security is not lessened. During such repair and restoration period, Lender shall have the right to
hold such insurance proceeds until Lender has had an opportunity to inspect such Property to ensure the
work has been completed to Lender's satisfaction, provided that such inspection shall be undertaken
pmmpﬂy.lmdumydhbumpmedsfor&crepﬁumdm@mhadnglepay@mham
ofprogresapaymmtsalmeworkiscompleted.UnleuanagreemmtismndeinwriﬁngorApplicableLaw
requkumtautmbepddmmchmumeprwwds.mmanmtberequhedmpaymmy
interest or earnings on such proceeds. Fees for public adjusters, or other third parties, retained by
Borrower shall not be paid out of the insurance proceeds and shall be the sole obligation of Borrower. If
the restoration or repair is not economically feasible or Lender's security would be lessened, the insurance
prweeduhaﬂbeappﬁedmmemwcuredbythewﬁtymmmmt.whuhumnmmmm. with
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Mum.ﬂmy.pddmm.smmwmumhdmmmmmrm
Section 2.

If Borrower abandons the Property, Lender may file, negotiate and settle any available insurance
claim and related matters. If Borrower does not respond within 30 days to a notice from Lender that the
insurance carrier has offered to settle a claim, then Lender may negotiate and settle the claim. The 30-day
paiodwﬂlbeginwhmmemﬁcehgivm.hdmerm.mifundawaﬁxumemm
Section 22 or otherwise, Borrower hereby assigns to Lender (a) Borrower's rights to any insurance
proceedshmmumwmemeedmemmlmpddummeNowmmisSeamtyMumnmd
(b)anyothaofBomwer'sﬁghﬂ(otherthmtheﬁglnmmymﬁmdofmwnedpreuﬂmpddby
Bomwa)unduaﬂhsurmepoliduwvuinsmehopmy.mmﬁrumchﬁghum:pphublemme
mofmmy.mmmwmm&mawmmmmmm
wpayamounuunpddundertheNowmthisSecuﬁtymmumem,whetherormtthmdm.

6. Oempanq.Bomwetnhaﬂocwpy.emblhh.mdusetherpaw”Bomwer'spﬁncipd
mﬁmwiﬁin&daysaﬁa&eexeuﬂmofﬁh&unityhsmmmtmduhaﬂmﬁmw&oewpym
PmpatyuBomwa'sprhcipﬂmMmehrﬂlaﬂomywaﬁuﬁedﬂeofocwpmy,mlmlaﬂa
oniwageuhwﬁﬂng,whichwnmﬁaﬂmtbeumummblywhhhdd.muﬂeuextmmﬁng
circumstances exist which are beyond Borrower's control.

7. Preservation, Maintenance and Protection of the Property; Inspections. Borrower shall not
duuoy.dmgemimpahﬂm?mpaty.aﬂowthe?mpatymdaeﬂomemmmnitwaRemm
Pmpaw.WhahammtBomwuhmidhginmempﬂtY.BomwerlhanmimﬁnthePropawm
ordermpwvmtthe?mpcﬂyﬁomdaaioraﬁngordwreuinghvﬂuedmmiuwndiﬂon.Unlessitia
daunﬁmdpunuamwaﬁmSMrepﬂrmmmmﬂmhmtwommiaHyfm{ble.Bomwam
prompﬂympaktherpatdemagedmwoidﬁ:rmadaaioraﬂonmdmge.Hmsmm
condemaﬁmpmmdlmpﬂdmwnmcﬁmwimmem.ormeuhngof,thehopaty.mmw
MberapondbleformpﬁﬂngmMﬂng&ehopeﬂyoﬂyﬁlmduhurdmndpmmruwh
pumom.lmdﬁmydhbumpmmd:formerepﬂnandmmﬁmmadnglepaymtmmamof
pmmpaymmﬁu&cwrkhwnplﬂed.lfﬁehmnmemwndmaﬁmpmcwdsmnﬁmfﬁdm
torepairortestorethe?roperty.BorrowerisnotrelievedofBormwer'soblignﬁonforthecompletionof
such repair or restoration.

Imdamiuagentmymakemwnablemniuupmmdmspeaiomoftherputy.lfithu
mmﬁlecw.lmdamymwmmofmemmmummmm.mmme
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
pmcm.kmwmmypamormﬁﬂuwﬁngﬂthedireﬂbnofhmwermwiﬂnhmw's
howledgemmsmtgavenmaiﬂyﬁlw,mideadm.ormmmmfomaﬁonmwmlmda
(orﬁﬂedmpmvidelxndawimmateﬂalmfomaﬁon)inwmwﬁmwimthelm.Matuiﬂ
mpmmﬁomhwlude,butmmtﬁnﬂtedm,wmuﬂaﬁommmnhgmmw'umyofme
Property as Borrower's principal residence.

9. Protection of Lender's Interest in the Property and Rights Under this Security Instrument. If
(a)mmwﬁﬂsmpammmemmmdwmmmmwtyhm.(b)m
isalegﬂpmceedingthmmghtsigniﬁmﬂyaffealmdu'smmintherpenynndlorrighnunder
misSmﬂwhmm(twhuapmoedthbe,pmbne,forcondmmﬁmmmrfeim.mr
enforcement of a lien which may attain priority over this Security Instrument or to enforce laws or
regulations).or(c)Borrowerhnabmdonedtherpaty.thml.endermydoandpayforwhateveris
mmmblemappmpﬁmmpmmlmder'simmmmerpmymdﬁghumdathewﬂty
Instrument, including protecting and/or assessing the value of the Property, and securing and/or repairing
thePrope:ty.Lenda"swdomminclude.bmarenotlinﬂtedto:(a)payinganysmmlecuredbyalien
whichhaspriorityoverthisSecurltylnmmt;(b)appearingincoun;and(c)payingreasonable
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mmyl'fmmpmmiummmmmmwmﬂghummsmwmmm.mm
luWMMhaWypmm.mmmmm,Whmmum.

moﬁ.MtbwghundermynkeacﬁmundermisSecﬁon&Laﬂudounmhnvemdowmdhmt

under any duty or obligation to do so. It is agreed that Lender incurs no liability for not taking any or all
authorized under this Section 9.

Any amounts disbursed by under this Section 9 shall become additional debt of Borrower
nwredby&hSeauityhmumun.MmmﬁlhaﬂbeuimmutheNmmeﬁomﬂwdmd
dilhmmmtmdmnubepayable.whhmmhimaut.uponmﬁceﬁomIMamBomwmquuﬂng

t.
HmisSeanityhmmthmaleasehold.Bomwauhaummplywnhaﬂmepmvidmofthe
leaae.IfBon'oweracquirelfeetiﬂetotherperty,theMoldandthefeetiﬂeshallnotmgelmleu
Lender agrees to the merger in writing.

lo.Mm;agelmmee.lfLmdamquiredMonmehsmmnamndlﬁonofmhngmeLm,
BomwershaﬂpaythepraninmswquhedmmintaintheMongagehmrmceineffeu.If,formyream,
meMongagemgmmewymgemqmredbylmdamwuwmabhﬁommemqgagemmmm

mquhedmpayBomwamyimmaramingsmsuchbumve.undummlongamquimm
mvepaymmifMoﬂgagehsurmewvmge(hmemmtmdformepahdMImdqu\ﬁm)
pmvidedbymmsumsdeaedbylmduagainbecomwaﬂable.hobuined.mdlmda i
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
pwmﬂsmwaﬂﬁepmhmforMoﬂgagelmmmce,Bomwushaﬂpay&epmﬂmreqmredm
maintain Mortgage Insurance in effect, or to provide a non-refundable loss reserve, until Lender
mmﬁrmmmeongagelmurmemdsmmmwimmywﬁmwwwemBomwmd
lmdapmidhgformchtanﬁnaﬁmmunﬁltermmaﬁmhrequhedbyApplimblehw. Nothing in this
Section 10 affects Borrower's obligation to pay interest at the rate provided in the Note.
Mongagehnumerdmhmlmda(mmymﬂtymupumhamtheNow)forwninbmit
may incur if Borrower does not repay the Loan as agreed. Borrower is not a party to the Mortgage
Insurance.
Mongageinnmwﬂuatemeirtmddakmaumwhinmnmeinfomﬁomﬁmemﬂme,mdmy

enter into 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 These ma themortgageinsur_ertomake using any source

Insurance premiums).

As a result of these agreements, Lender, any purchaser of the Note, another insurer, any reinsurer,
anyotherentity,oranyafﬁliateofanyofthefotegoing.nnyreceive(direetlyorindireetly)mmtnhat
derlvefmm(ormightbecharwta'izedu)aportionofBorrower'spaymentaforMoﬂgagelnnmnoe,in
exchange for sharing or modifying the mortgage insurer's risk, or reducing losscs. If such agreement
pmvideuthatanafﬁliateofLendertakecashnreoftbeimurer'srinkinexchmgeforauhareofthe

'unupaldmtheinsmer.memmgemunhoﬁmtmd'apﬁvereinmnm.'mﬂhu:

(a)AnymchnmenhwmndaﬂeatheamnmthtBomwu’hungmedtopayfor
Moﬂmhmwmdhumdmemn.swmuwmnawmemmt
Borrower will owe for Mortgage Insurance, and they will not entitle Borrower to any refund.
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If the Property is , such Miscellaneous Proceeds shall be applied to restoration or repair of
merputy.ifmemmnﬁmmrepdruewmnﬂcdlyfemibhandLmda'smmwhmtlmmd.
Duﬁngmchrquandmmnﬁonﬂod,lmdushﬂhweﬂeﬂghmbﬂnmhMiwdlmqumdu
until Lender has had an opportunity to inspect such Property to ensure the work has been completed to
Lender's satisfaction, provided that such inspection shall be undertaken promptly. Lender may pay for the
repairs and restoration in a single disbursement or in a serics of progress payments as work is
completed. Unless an agreement is made in writing or Applicable Law requires interest to be paid on such
Miscellaneous Proceeds, Lender shall not be required to pay Borrower any interest or earnings on such

nnﬂtipliedbythefollowingfmction:(a)thenotalammtofﬂlemaecmedimwdhtdybeforethe
partinltaking,destruetion.orlouinvaluedividedby(b)thefairmm'ketvalueoftheProperty
immediately before the partial taking, destruction, or loss in value. Any balance shall be paid to Borrower.

In the event of a partial taking, destruction, or loss in value of the Property in Wi the fair market
valueofthePropenyinnnediatdybeforetheparﬁaltaking.desmwﬁon.orlouinvalueisleuthnnthc
amount of the sums secured immediately before the partial taking, destruction, or loss in value, unless
Borrower and Lender otherwise agree in writing, the Miscellancous Proceeds shall be applied to the sums
uecuredgethhSmritylmtmmentwhuherormtmemmsmthmgue.

If Property is abandoned by Borrower, or if, after notice by Lender to Borrower that the
OpposingParty(udeﬁnedinthenmmm)offa!wmahemawudwseuleadaimfordmgu.
Borrower fails to respond to Lender within 30 days after the date the notice is given, Lender is authorized
to collect and apply the Miscellaneous Proceeds either to restoration or repair of the Property or to the
sums secured by this Security Instrument, whether or not 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 Miscellancous Proceeds.

Borrower shall be in defanlt if any action or proceeding, whether civil or criminal, is begun that, in
Lender's judgment, could result in forfeiture of the Property or other material impairment of Lender's
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 Property or other material
mmofm'smmmmmmmmwwmm.mmof
any award or claim for damages that are attributable to the impairment of Lender's interest in the Property

are mmu id to Lender. .
All Mi that are not applied to restoration or repair of the Property shall be
applied in the order provided for in Section 2.

12. Borrower Not Released; Forbearance By Lender Not a Waiver. Extension of the time for
paymcntmmdiﬁcaﬂmofamﬂlmﬁmofthemmmdbymh&uuityhmmwm

00576@71-’ -9503
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to Borrower or any Successor in Interest of Borrower shall not operate to release the liability of Borrower
mm&mnmmmofmm.mmmmmmmmpmm
mySumorhlmautofBomwormeexmdﬁmeforpaymunoromawinmodﬂy
amortization of the sums secured by this Security Instrument by reason of any demand made by the original
Borrower or any Successors in Interest of Borrower. Any forbearance by Lender in exercising any right or
remedy including, without limitation, Lender's acceptance of payments from third persons, entities or
Successors in 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 obligations and liability shall be joint and several. However, any Borrower who
co-8i thisSemﬁtyhmmtbutdounotaeunetheNote(a'co-siper'):(a)ilco- this
Se&i%hsmmtoﬂywmngage,grmtmdmveymewdm'lmmmmepmpmy the
terms of this Security Instrument; (b) is not personally obligated to pay the sums secured by this Security
Instrument; and (c) agrees that Lender and any other Borrower can agree to extend, modify, forbear or
make any accommodations with regard to the terms of this Security Instrument or the Note without the
co-signer's consent.

Subject to the provisions of Section 18, any Successor in Interest of Borrower who assumes
Borrower's obligations under this Security Instrument in writing, and is approved by Lender, shall obtain
all of Borrower's rights and benefits under this Security Instroment. Borrower shall not be released from
Borrower's obligations and liability under this Security Instrument unless Lender agrees to such release in
writing. The covenants and agreements of this Security Instrument shall bind (except as provided in
Section 20) and benefit the successors and assigns of Lender.

14. Loan Charges. Lender may charge Borrower fees for services performed in connection 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 to, attorneys’ fees, property inspection and valuation fees.
In regard to any other fees, the absence of express authority in this Security Instrument to charge a specific
fee to Borrower shall not be construed as a prohibition on the charging of such fee. Lender may not charge
fees that are expressly ibited by this Security Instrument or by Applicable Law.

If the Loan is subject to a law which sets maximum loan charges, and that law is finally interpreted so
that the interest or other loan charges collected or to be collected in connection with the Loan exceed the
permitted limits, then: (a) any such loan charge shall be reduced by the amount necessary to reduce the
charge to the permitted limit; and (b) any sums already collected from Borrower which exceeded permitted
limits will be refunded to Borrower. Lender may choose to make this refund by reducing the principal
owed under the Note or by making a direct payment to Borrower. If a refund reduces principal, the
reduction will be treated as a partial prepayment without any prepayment charge (whether or not a
prepaymeant 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
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IG.WMMW;MMWN.MWWMM
@mwmmmmmofmwcﬁmmwmmmulm.mmum
wummmmmmmmmmmmummmqummmmma
ApplicableLaw.Applkablelawnﬁghtapliciﬂyorimpﬁdﬂyaﬂowthepuﬁumagreebymmit
nﬂghtbedlmt.bmanhsﬂmmaﬂnmbemuwduapmmmﬁmagmwww.ln
the event that any provision or clause of this Securi Instrument or the Note conflicts with Applicable
Law, such conflict shall not affect other provisions o this Security Instrument or the Note which can be
given effect without the conflicting provision.

Aluaedinthemﬂtymuument:(a)wordaofthemuaﬂimgmdashaumdimlude

nanuwordsorwordsofthefa:ﬂnincgmda;(b)wo:ﬂsintheﬂngulushnﬂmemand

includeﬂxepluralandviceversa;and(c)theword'may'givessoledhcretionwithmumyoblignﬁonto
take any action.

17.Bormw'sCopy.BomwshaﬂbegimomwpyofﬁeNotemdofthisSeunityhmum.

IS.Wa-ofﬂlerpatyoraBmdldﬂlntcdmnmw.Asmedmthecﬁmls.
'mmmmmy'mmylegdmbmﬁddmmmcw,mwng.mmummd
m.moubmeﬁdﬂimmamsfmedMabondfordeed.mmfordwd.mmnmmumm
escrowagremnt,theintentofwhichisthemaferoftiﬂebynorrowataﬁmnedatetoapurchmer.

IfalloranypartofthePropertyoranyInterutinthePropmyiuoldornmfened(orifBormwer
hnmamnﬂpummdabmﬁdﬂmmmmwhwldmmfamd)wiﬂwmlmda'upﬁor
mm,mmmﬂmmmmmﬂofmmmbymm
mmunmt.Howwa.mhopﬁmmauwbeexerdsedbyundﬁifmchmhpmhibiwdby
Applicable Law.

lflmdaexadmmisopﬁm,bmdashaﬂgivenomwumﬁceofwcdaaﬁon.mmﬂceshan
provideaperiodofnotlessthanSOdaylﬁ'omthedatethemﬂoeisgiveninawordmewithSecﬂon15
wi&inwhichBomwamﬂpayaﬂmmwmmdbythemﬂtylmuummt.lfBomwafaﬂlmpay
muenmprbrwmeexpiraﬁonofmhpuiod.lmdermymwkemymdiupumiuedbymh
SecuritylnmunmtwithomfurthernotioeordemndonBonower.

19.Bmw'lmgmmmmwm.lf3mwmmmdiﬁom.
BomwushﬂlhweﬁeﬁnghavewforxmﬂofmisSeunitymmmnundimnﬂmwdumyﬂm
priortotheearliestof:(a)ﬁvedaysbefomsaleoftherpatypumantmmypowofnlecontainedin
thilSemritylnstrmnent;(b)suchotherpuiodalAppllcableLawnﬂghtlpecifyforthetemﬂmﬂonof
Bomwu'sﬂghmrdnmte;m(c)muyofajudgmmtmfordngmh&unitymmumt.m
wndiﬁonsmMBomw:(a)payslmdadlmmchhthmwmﬂdbedmnmdalhisSewﬁty
Instrument and the Note as if no acceleration had occurred; (b) cures any default of any other covenants or
w;(c)mmwmmmmmwwmmm.mm.Mmtmu
to.mwnableanormys'feu.propatyhspwﬁmmdvﬂuaﬁmfws,andoﬁafeuhmmedfm&e
Wofpmm'smmmmwmmmmwwm;mm
ukummhmﬂmubmdermyrwomblquuimmummmunda'smmthe?mpmymd
rightlunderthisSecunitylnsuummt.andBonower'sobligaﬁontopaymesmsectnedbythisSean'ity
Instrument, shall conﬁnuemnhmged.LmdermayrequhethatBonowupaymhreimmeMmmd
inoneormoreofthefoﬂowingfom.asldectedbyunder:(a)uuh;(b)moncyorda;(c
certiﬁedcheck,bankcheck.treuurer'lcheckorcashim"scheck,providedanymchcheckisdrawnupon
aninstitutionwhowdq)ositaareimuredbyafederalagency,insmnunalityorenﬁty;or(d)mecu'onic
mmm.ummwwm.mwwmwmwmmmhm
lhallmainfullyeffeetiveuifnowcelemionhadocwrred.Howcver.thisrishttoreinstateshallnot
apply in the case of acceleration under Section 18.
m.SdedNquhmofLmScﬂw;NoﬁadGﬂmmNmmapaﬁﬂmm
theNote(togethcrwiththisSwuﬁtylns&umt)eanbesoldoneormoredmeuwithmnpﬂornoﬁceto
Borrower.Asalemightrutﬂtinachnngeinthcenﬁty(knownasﬂ:e"LoanServicer")thateolleetl
PeﬁodkPaymemadueundumeNowmdthisSemﬂtymmmmtmdperfomomumngagelm
servicing obligations under the N , this Security Instrument, and Applicable Law. There also might be
oneormmchmguofﬁelnmSavicenmrelatedtoanleoftthote.IftheteisachangeoftheLoan
Servicer.Borrowerwillbegivenwrittennoticeofthechangewhichwillstatethenameandaddmofthe
mwlnmSewica.ﬂxeaddremmwﬂchpaymushmﬂdbemadenﬂmyoﬂmmfomnﬁmRESPA
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mquimhwmedhnwiﬁnmﬂceofmxfaofmichg.ﬁmeNomhwldmdmmelmh
serviced by a Loan Servicer other than the purchaser of the Note, the mortgage loan servicing obligations
to Borrower will remain with the 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
Secuﬁtymsuumemaﬂmaueguthntheotherpanyhnbtwhedanypmvilimof.oranydutyowedby
reason of, this Security Instrument, until such Borrower or Lender has notified the other party (with such
noticegiveninoomplianoewiththerequhemtsofSectionlS)ofmchallegedbreachandaffordedthe
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
peﬂodwﬂbedeanedwbemombleforwmoluofmhpmgmph.mmﬁuofwcdunﬁonmd
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, pollutants, 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)'Envhonmemﬂuw'memsfederﬂhmmdhmofmejuﬂadicﬁmwhmmerputyislwaedm
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 appropriste to normal residential uses and to
maintenance of the Property (including, but not limited to, hazardous substances in consumer products).

Borrower shall promptly give Lender written notice of (a) any investigation, claim, demand, lawsuit
or other action by any governmental or regulatory agency or private 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, any spilling, leaking, discharge, release or threat of
release of any Hazardous Substance, and (c) any 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.

00575&“? -9503
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NON-UNIFORM COVENANTS. Borrower and Lender further covenant and agree as follows:

22.AunknuhnskanuﬂuhInmkrdmughenuuzumnarmmrpﬂmﬂmaunknuhnﬁﬂhmtu
Borrower's breach of any covenant or agreement in this Security Instrument (but not prior to
acceleration under Section 18 unless Applicable Law provides otherwise). The notice shall specify: (a)
ﬂn:kﬁnnu(b)ﬂwumﬂmnnquhtdumaneﬂu1kﬂnﬂu(ﬂlldu&lunhulﬂnn30dhﬂlﬁumnhedﬂx
ﬂwlutkzilghwntol&runnr.byvdﬂdlﬂwtkﬁuﬂtnn-tbeemnﬂ;and(d)ﬂnthﬂhueumuntthe
default on or before the date specified in the may result in acceleration of the sums secured by
ﬂﬂlScunﬂylhdrunnntamdnﬂbtﬂthe!&oputy.ThennﬂueduﬂlhnﬂMrlanunlhutowcrolthe

reasonable attorneys' fees and costs of title evidence.
If Lender invokes the power of sale, Lender shall execute or cause Trustee to execute a written
notice of the occurrence of an event of default and of Lender's election to cause the Property to be
of

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 herein and by Applicable Law.

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

26. Protective Advances. This Security Instrument secures any advances Lender, at its discretion,
mymketmdaSecﬂm9ofﬂ1hSemﬂtyMunmmpmmLmda'limmmtherpmymd
rights under this Security Instrument.

27. Required Evidence of Property Insurance.

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

E
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Ywareresponsiblefortheconofmyinmuancepumhuedbyus.l‘heconofthh
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
obninonyourownandmymtlaﬁsfymyneedfor_pmpertydamagecovmaeormy
mandatory liability insurance requirements imposed by Applicable Law.

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

Witnesses:

(Seal)

. NELSON

(knﬁlvﬁ ) ﬁ W()(\%Y\\_ﬂ

SA R. NELSON

(Seal) (Seal)
-Borrower -Borrower
(Seal) (Seal)
-Borrower -Borrower
(Seal) (Seal)
-Borrower -Borrower
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STATE OF OREGON, County ss:
On this S—D/';) deyof Apri|l , %ooty  personaly
appeared the above named

~ '3'43 D. Nalsen nad LiSa . MNalgon ~

and acknowledged the foregoing Instrument to be hls/he?@voluntary act and deed.

My Commission Expires: ///o+/o4 Beforeme: 1A Sy lveri

Acial SEAL )
a - A. SILVERIA ders
5 NOTARY PUBLIC-OREGON Notary Public for Gregon

COMMISSION NO. 340010
MY COMMSSION EXPIRES NOV, 1, 2004

400-150R (402) 0057619710 - 8503
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EXHIBIT "A"

The East 120 feet of Lot 7, HOMELAND TRACTS NO. 2, according to the official plat thereof on file in the
office of the Clerk of Klamath County, Oregon.
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ADJUSTABLE RATE RIDER
(LIBOR Six-Month-index (As Published in the Wall Street Journal)- Rate Caps)

THIS ADJUSTABLE RATE RIDER s made this 5th day of April, 2004 _and Is incorporated Into
and shall be deemed to amend and supplement the M , Deed of Trust or Security Deed
Sthe "Security Instrument”) of the same date given by the u igned (the "Borrower”) to secure

s Adjustable Rate Note (the "Note") to Gateway Financial Services the "Lender”) of the
same date and covering the property described In the Security Instrument an located at:

2828 PATTERSON STREET, KLAMATH FALLS, OR 97603
[Property Address]

THE NOTE CONTAINS PROVISIONS ALLOWING FOR CHANGES IN THE
INTEREST RATE AND THE MONTHLY PAYMENT. THE NOTE LIMITS THE
AMOUNT THE BORROWER'S INTEREST RATE CAN CHANGE AT ANY ONE
TIME AND THE MAXIMUM RATE THE BORROWER MUST PAY.

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 7.350 %. The Note provides for changes in the
interest and the monthly payments, as follows:

4. INTEREST RATE AND MONTHLY PAYMENT CHANGES

(A) Change Dates
The interest rate | will p magagl;angeonﬂmﬁrstdayof May, 2008 , and on that every
sixth month thereafter. gch on which my Interest rate could change Is called a "Change

Date.”

fB) The Index
Beginning with the first Chang Date, my interest rate will be based on an Index. The "Index" Is
the of interbank rates for six-month U.S. dollar-denominated its in the

London market "LIBOR"), as published in the Wall Street Joumal. The most recen Index figure
available as of the date 45 days before each Change Date is called the "Current Index."

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

Loan Number: 0057619710 - 9503
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(C) Calculation of Changes

Before each Change Date, the Note Holder will calculate my new Interest rate by adding
six percentage mts 6.000 %) to the Current Index. The Note Holder will then round the
result of this add to the nearest one-eighth of one percentage point (0.125%). Subject to the
Ilrgxitts cshtated IB aE::ctlon 4(D) below, this rounded amount will be my new Interest rate until the
n ange .

The Note Holder will then determine the amount of the monthly p?mentthatwould be
sufficient to repay the unpald principal that | am expected to owe at the C an_?:Datelnfullon
the maturity date at my new interest rate in subetantially equal payments. The result of this
calculation will be the new amount of my monthly payment.

(D) Limits on Interest Rate Changes
The Interest rate | am required to pay at the first Change Date will not be greater than 9.350% or
less than 7.330%. Thereafter, my interest rate will never be in or decreased on any
single Change Date by more than One{( 1.000 %?from the rate of interest | have been paying for
g,hg mmg six months. My interest rate will never be greater than 13.350)% or less than

(E) Effective Date of Changes
My new Interest rate will become effective on each Change Date. | will pay the amount of
new monthly t beginning on the first monthly payment date after the Change Date

the amount of my monthly payment changes again.

F) Notice of Cha
The Note Holder will deliver or mail to me a notice of any changes in 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 me and aiso the title and telephone number of a person
who will answer any question | may have regarding the notice.

B. TRANSFER OF THE PROPERTY OR A BENEFICIAL INTEREST IN BORROWER
Section 18 of the Security Instrument Is amended to read as follows:

Transfer of the Pro or a Beneficlal Interest in Borrower. As used in this Section
18, "Interest in the Property” means any legal or beneficlal Interest in the Property, including,
but not limited to, those beneficial interests transferred in a bond for deed, contract for deeg.
installment sales contract or escrow agreement, the intent of which ls the transfer of title by
Borrower at a future date to a purchaser.

initais_J &/ LI

Loan Number: 0057619710 - 9503

610-2 (Rev 101) Page 20f3
04/05/2004 1:47:20 PM




20763

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 written consent, Lender m?hy require immediate in full of all sums
secwed by this rity Instrument. However, this option shall not be exercised by Lender If
such exercise is prohibited foederal law. Lender also shall not exercise this option If: 'ﬁ)
Borrower causes to be subm 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 lm&alrad the loan assumption and
:haf thg risk of a breach of any covenant or agreement in this Security Instrument is acceptable
o Lender.

To the extent permitted by Applicable Law, Lender may charge a reasonable fee as a
condition to Len consent to the loan assumption. Lender ma&:l'so require the transferee to
sign an assumption agreement that is acceptable to Lender and obligates the transferee to
keep all the promises and agreements made In the Note and in this Security Instrument.
Borrower will continue to be d under the Note and this Security Instrument unless Lender
releases Borrower In writing. If Lender exercises the option to require immediate 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 Section 15 within which
Borrower must pay all sums secured brYod is Security Instrument. If Borrower falls to pay these
sums prior to the explration of this period, Lender may invoke any remedies permitted by this
Security Instrument without further notice or demand on Borrower.

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

~ ; . ' ('\
(Seal) ! ‘é;é, é Z’L\f(f)( (Seal)
r LISA R. NELSON

_ (Seal) _ (Seal)
Borrower Borrower
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