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DEED OF TRUST

Mortgage Electronic Registration Systems, Inc. (MERS) is the Grantee of this Security Instrument
MIN 10006260422852403¢

DEFINITIONS

Words used i moltiple sections of this document are defined below and other words are defined in
Sections 3, 11, 13, 18, 20 und 21, Cerain rules regarding the usage of words used in this document are
also provided n Section 16, W
207 /7 (4
{A) "Becurity Instrument” means this document, which is dated  JULY PR, 2006
together with all Riders to this document.

(B) "Borrower” is Lo Do ATE
RENNETH ESTEZ, A MARRYT MAN A5 HIS SOLE AND SEPARATE PROPERTY

Borrower is the trustor under this Security Instrument.
{C) "Lender” ix HOMECOMINGS FINANCIAL NETWORK, INC.

Lender ts o CORPORATION

orgamized and existung under the laws of  DELAWARE

Lender's address iy 73310 NORTH 167TH STREET, SUITE 30C
PHOBENIX, A6 851
(I "Trustee” 18 BREAT AMERICAN TITLE

o
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(E) "MERS" is Mortgage Electronic Registration Systems, Inc. MERS is a scparate corporation thai 1%
acting solely as a nominee for Lender and Lender’s successors and assigns. MERS is the beneficiary
under this Security Instrument. MERS is organized and existing under the laws of Delaware, and has an
address and telephone number of P.O. Box 2026. Flint, M1 48501-2026, tel. (888} 679-MERS,

(Fy *Note" means the promissory note signed by Borrower and dated JULY 313TH, 2008
The Note states that Borrower owes Lender  BEIGHTY THREE THOUSAND AND NGO/

Dolkars
(WS § 23, 00¢ y plus interest. Borrower has promised to pay this debt in regular Periodic
Payments and to pay the debt i full pot later than AUGUST 18T, 203¢
(G) “Property” means the property that is described below under the heading “Transfer of Rights in the
Property.”
() "Lean" means the debt evidenced by the Nole, plus interest, any prepayment charges and late charges
Jdue under the Note, and all sums due under this Security Instrument, plus interest.
(I "Riders” means all Riders to this Security Instrument that are executed by Borrower. The following
Riders are 10 be executed by Borrower {cheek box as applicable]:

{ 1 Adjustable Rate Rider f! Condominium Rider - Second Home Rider

Fmi Balloon Rider F’] Plansied Unit Development Ride 1-4 Famly Rider
[_1va Rider | Biweekl y Payment Rider Jtherisy [specify]

(1) "Applicable Law” means all controlling applicable federal, state and Jocal statutes, regulations,
ordinasices and sdministrative rules and orders (thal have the effect of law) as well as all applicable final,
non-appeatable judicial opinions.

(K) "Community Association Dues, Fees, and Assessments” means all dues. fees, assessments and other
charges that are wnposed on Borrower or the Propenty by a condomintum association. homeowners
association or similar organtzation.

{L} "Electronic Funds Transfer” means any trausfer of {unds, other than a transaction originated by
check, dralt, or similar paper mstrument, which s initiated dirough an electrome terminal, telephonic
instrument, compuier, or magnetic tpe 5o as o order, instruct. or authorize a financial instution 10 debil
or credil an account, Such term incjudes. but iy pot limited to, point-of-sale transfers, automated eller
machine transactions, transfers bnitated by telephone, wire transfers, and avlomated clearmghouse
transfers,

(M) "Escrow ltems” means those items that are described in Section 3.

(N} "Miscelianeous Proceeds” means any compensation, settlement, awurd of damages. or proceeds paid
by any third party (other than insurance proceeds paid under the coverages deseribed in Section 5) for: ()
damage 10, or destruciion of, the Property: (i) condemnation or other taking of all or any part of the
Property; (1) conveyance in len of condemnagan, or (iv) misrepresentations of. or omussions as to, the
value and/or condition of the Property.

O "Mortgage Insurance” means insurance protecting Lender against the noapayment of, vr default on,
the Loan.

{(Py "Periodic Payment” means the reguiarly scheduled amount due for (1) principal and imterest under the
Note, plus (1) anv amouns under Seetion 3 of this Secunty Instrument.
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{Q) "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 10
time. or any additional or successor legistation or vegulation that governs the same subject matier. As used
in this Security Instrument, "RESPA” refers (o all requirements and restrictions that are imposed n regard
1o a “federally related morigage loan” even if the Loan does not qualify as a "federally relaed mortgage
loas” under RESPAL

(R} “Successor in Interest of Borrower™ means any party that has taken title w the Property, whether oy
not that party has assumed Borrower’s obligations under the Note and/or this Security Instrument.

TRANSFER OF RIGHTS IN THE PROPERTY

The beneficiary of this Sccurity Instrument is MERS (solely as nominee for Lender and Lender’s
successors  and  assigns) and  the successors and  assigns of MERS. This  Security  Instrument
secures to Lender: (1) the repayment of the Loan, and all renewals, extensions and modifications of the
Note: and (i) the performance of Borrower's covenants and agreements under this Security
lnstrument and the Note. For this purpose, Borrower irrevocably grants and conveys 1o Trustee,
in trust. with power  of  sale,  the  following  deseribed  property ocated  m the
COUNTY of KLAMATH

P Vepic of Recording Jurnsdiction] [hoame of Recording hursdiction)

Legal 4 ription attached hereto and made a

which currently has the address of
. [Stree]
fCuy) L Qregon 276463 {Zip Codel

{"Property Address”y:

TOGETHER WITH ali the mprovements now or hereafter crected on the property, and all
casements, appuntenances, and {ixtures now or herealier a part of the property. All replacements and
additions shall aiso be covered by this Security lnstrument. All of the foregoing s referred to in s
Security Instrument as the "Property. " Borrower understands and agrees that MERS holds only legal ttle
w the isterests yranted by Borrower in this Security Instrument. but, if necessary to comply with law or
custom, MERS tas nominee for Lender and Lender’s successors and assigns) has the rightt o exercise any
or all of those inerests, mcluding, but not hmited w, the right 1o foreclose and sell the Property: and to
fake any action required of Lender inchuding, but not Limited o, releasing and cancehing this Securiiy
[nstrument

&
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BORROWER COVENANTS that Borrower is lawfully seised of the estate hereby conveyed and has
the right to grami and convey the Property and that the Property is unencumbered. except for encumbrances
of record. Borrower warrants and will defend generalty the tide 10 the Property against all cluims and
demands, subject (0 any encumbrances ol record.

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

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 prneipal of. and interest on, the debt evidenced by the Note and any
prepaymient charges and late charges due under the Note. Borrower shail also pay tunds for Escrow llems
pursuant 1o Section 3. Payments due under the Note and this Security Instrument shall be made in U5,
currency. However, if any check or other instrument received by Lender as payment uuder the Note or this
Security Isstrument is returned so Lender unpaid, Lender may require that any or all subsequent payments
due under the Note and this Security Instrament be made in one or more of the following lorms, s
selected by Lender: {ay cash; (b) money orders (¢) cenified check, bank check, geasurer’s check or
cashier’s check, provided any such check s drawn upon an institution whose deposits are insured by a
Tederal agency. instrumentality. or eatity L or (&) Llectronivc Funds Transfer.

Pavments are deemed received by Lender when received at the focation designated in the Note or at
such other location as may be designated by Lender in accordance with the notice provisions in Section 13,
Lender may return any payment or partial pavment i the payment or partial payments are msufficient @
bring the Loan current. Lerder may accept any payment or partial payment insufficient o bring the Loan
current, without waiver of any rights hereunder or prejudhce o its rights o refuse such payment or parual
payments in the fuwure, but Lender is not obligated to apply such payments at the time such payments ase
accepted. 11 each Periodic Payment is applied as of s scheduled due date, then Lender need not pay
interest on unapplied funds. Lender may hold such unapplied funds until Borrower makes pavment 1o bring
the Loan current. 1f Borrower does not do so within a reasonable period of time, Lender shali either apply
such funds or return them to Borrower. 1 not applied cardier. such funds will be applied to the cuwstanding
principal balapce under the Note immediately prior o foreclosure. No offset or claim which Borrower
might have now or in the future against Lender shall relieve Borrower from muking payments due under
the Noie and this Sccurity Instrament or performing the covenants and agreements secured by this Security
fostrument

2. Application of Payments or Proceeds. Lxcept as otherwise described i this Seetion 2, all
payments accepted and applied by Lender shail be applied in the foliowing order of privnty: ) imterest
due under the Note, £hy principal due under the Note, (¢) amounts due under Section 3. Such pavments
shall be applied 1o cuch Periodic Paviment i the order in which 1t becume due. Any remaining amounts
shall be appiied fivst o ate charges. second to any other amounts due under this Security Instrument, and
then o reduce the principal balance of the Note.

If Lender receives a payment from Borrower for a delinquent Pertodic Payment which includes a
sufficient mmount to pay any laie charge due, the payment miy be applicd to the delinquent payment and
the late charge 11 more than one Periodic Payment is outstanding, Lender may apply any payvment received
from Borrower to the repayment of the Periodic Payments if, and o the extent that, each payment can be
paid in full. To the extent that any excess exists afier the payment is appied to the full payment of one or
more Periodic Pavments, such excess may be applied 10 any late charges due. Voluntary prepayments shall
be applied first to any prepayment charges and then as deseribed in the Note.

Any application of pavments, 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 ltems. Borrower shall pay to Lender on the day Periodic Pavments are dug
under the Note, until the Note is paid in full, a sum {the "Funds™) w provide {or payment of amounts due
for: (a3 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; ()
premiums for apy and all msurance required by Lender under Section 30 and () Mortgage Insurance
premiums, 1 any. or any sums pavable by Borrower 10 Lender in len of the pavment of Mortpage
fnsurance premiums in accordance with the provisions of Section 10, These stems are called "Escrow
frems. " AL ongiation or at any time durmg the term of the Loan. Lender may require that Communny
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Association Dues, Pees, and Assessments, if any, be escrowed by Borrower, and such dues, fees and
assessments shall be an Escrow ltem. Borrower shall promptly furnish (o Lender all notices of amounts w
be paid under this Section. Borrower shall pay Lender the Funds for Escrow liems undess Lender waives
Borrower's obligations 1o pay the Funds for any or all Escrow fwems, Lender may waive Borrower's
obligation w pay 1o Lender Funds for any or all Escrow Items a1 any time. Any such waiver may only be
in writing. In the event of such waiver, Borrower shall pay directly, when and where pavable, the amounts
due for anv Escrow liems for which payment of Fuods has been waived by Lender and, of Lender requires,
shall furmish 1o Lender receipts evidencing such payment within such time period as Lender may require.
Borrower's obligation to make such payments and to provide receipts shall for all purposes be deemed ©
be a covenant and agreement contained in this Security Instrument, as the phrase "covenant and agreement”
s used m Section 9. IF Borrower 1z obligated to pay Escrow Nems divectdy. pursuant to a waiver, and
Borrower fails to pay the amount due for an Escrow ltem, Lemder may exercise s rights under Section 9
and pay such amount and Borrower shall then be obligated under Section 9 1o repav 1o Lender any such
amount. Lender may revoke the warver as to any or all Escrow Jrems at any time by 4 notice given in
aceordance with Section 15 and, upon such revocation, Borrower shall pay to Lender all Funds, and in
such amounts, that are then required ander this Section 3.

Lender may, at any thme, collect and hold Funds in an amount {23 sufficient to permit Lender w apply
the Funds at the tme specified under RESPA, and (by not Lo exceed the maximum amount a lender can
require under RESPA. Lender shall estimate the amoont of Funds due on the basis of current data and
reasonable estimates of expenditures of future Bscrow lems o otherwise in accordance wuh Applicable
Law.

The Fonds shall be held in an mstitation whose deposs are insured by a federal agency,
mstromenmality, or entity Gncluding Lender, if Lender s an institution whose deposiis are so insured) or in
any Federsd Home Loan Bank. Lender shall apply the Funds (o pay the Escrow ltems no later than the time
speaitied under RESPA. Lender shall not charge Borrower for holding and applying the Funds, atnually
analvzing the escrow aceount, or verifying the Escrow ltems, unless Lender pavs Borrower interest on the
Funds and Applicable Law permits Lender 10 make such a charge. Unless an agreement is made in wriling
or Applicable Law requires interest 1o be paid on the Funds, Leader shalt not be reguired 1o pay Borrower
any interest o carnings on the Funds, Borrower and Lender can agree o writing, however, that interest
shall be paid on the Funds. Lender shall give to Borrower, withowt charge, an annual accounting of the
Fumds as roquired by RESPAL

W there i3 a surplus of Fuds held in escrow, as defined under RESPA. Lender shall account to
Borrower for the excess funds in accordance with RESPA. If there 18 a shortage of Funds held in escrow,
as defined under RESPA, Lender shatl notify Borrower as required by RESPA, and Borrower shall pay 1o
Lender the amount necessary o make up the shortage in accordance with RESPA. but in no more than 12
monthly pavments, If there is a deficiency of Funds held in escrow, as defined under RESPA. Lender shall
notify Borrower as requived by RESPA, and Borrower shall pay 10 Lender the amount necessary to make
up the deficiency n accordance with RESPA. but in no more than 12 monthly pavments.

Upon payment in full of all sums secured by this Sceurity Instrument, Lender shall prompily refund
t Borrower any Funds held by Lender.

4. Charges: Liens. Borrower shall pay all laxes. assessments. charges, fines, and impositions
attributable to the Property which can attain priority over this Security Instrument, leasehold payments or
ground rents on the Propenty, if any, and Comanunity Association Dues, Fees, and Assessments, if any. To
the extent that these wems are Bscrow fems, Borrower shafl pay themn in the manner provided in Section 3.

Borrower shall promptly discharge any lien which has priority over this Securitv fnstrament uniess
Borrower: ay agrees in writing 1o the payment of the obligation secured by the fien in 2 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 ju. legal proceedings which in Lender's opinion operate 1o
prevent the enforcement of the lien while those proceedings are pending, but only unul such proceedings
are conchuded; or (2} secures from the holder of the lien an agreement satisfactony to Lender subordinating
the tien to this Secunity Instrument. I Lender determines that any part of the Property is subject 1o a fien
which can attain priority over this Security Instrument. Lender may give Borrower a notive identifving the
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lien. Within 10 dayvs of the date on which that notice is given, Borrower shall satisfy the leu 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 estake tax verification amdior
reporting service used by Lender in comection with this Loan,

5. Property Insurance. Borrower shull keep the improvements now existing or hereatter erected on
the Property insured against Joss by fire, hazards included within the term “extended coverage.” and any
other hazards including, but not limited w, earthquakes and floods, for which Lender requires insurance.
This insurance shall be maintained in the amounts {including deductible fevels) and for the periods that
Lender requires. What Lender requires pursuant 1o the preceding sentences can change during the term of
the Loan. The insurance carrier providing the insurance shall be chosen by Borrower subjeut fo Lender's
right to disapprove Borrower's choice, which right shall not be exercised wnreasonably. Lender may
require Borrower 1o pay, in connection with this Loan, either: (a) a onetime charge for flood zonc
determination, cenification and tracking services: or {b) a one-time charge for floed zone determination
and cenification services and subsequent charges each time remappings or similar changes oceur which
reasonably might affect such determination or certificaion. Borrower shall also be responsible for the
pavment of any fees imposed by the Federal Emergency Managemeni Agency in connection with the
veview of any flood zone determination resulting from an objection by Borrower,

¥ Borrower fails o maintain any of the coverages described above, Lender nmy obtam insurance
coverage, @l Lender's option and Borrower’s expense. Lender is under no obligation 1o purchase any
particular ype or amount of coverage. Therclore, such coverage shall cover Lender, but might or might
not proteet Borrower, Botrower’s equity in the Property, or the contents of the Property, against any risk,
hazard or Hahility and might provide greater or lesser coverage than was previously i eftect. Borrower
acknowledges that the cost of the insurance coverage so obtained might significantly exeeed the cost of
insurance that Borrower could have obtained. Any amounts disbursed by Lender under this Section 3 shall
become additional debt of Borrower secured by this Security Instrumient. These amounts shall bear interest
at the Note rate from the date of dishursement 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 1o Lender’s
right 10 disapprove such policies, shall include a standard mortgage clause. and shall pame Lender as
mortgagee and’/or as an additional loss payee. Lender shall have the right o hold the policies and renewal
centificates. I Lender requires. Borrower shall promptly give to Lender all receipts of paid premiums and
renewal notices. 1 Borrower oblains any form ol insurance coverage, nol otherwise reguired by Lender.
for damage to, or destruction of. the Property. such policy shall include 2 standard mortgage clause and
shall name Lender us mortgagee and/or as an additional loss payee.

in the event of Joss, Borrower shall give prompt notice o the insurance carvier and Lender, Lender
may make proof of loss if not made promptly by Borrower. Unless Lender and Borrower otherwise agree
in writing, any insutance proceeds, whether or not the underlying insurance was required by Lender, shall
be applied 1a restoration or repair of the Property, i the restoration or repair is cconomically feasible and
Lender's security is not lessened. Duoring such repair and restoration persod, Lender shall have the right 1o
nold such insurance procecds until Lender has had an opportunity io inspect such Property o ensure the
work has been completed 1o Lender's satisfaction, provided thar such inspection shall be wndertaken
prompiiv. Londer may disburse proceeds {for the repairs and restoration in a single payment or in a series
of progress paviments as the work is completed. Unless an agreement is made in writing or Applicable Law
requires ideresi 10 he paid on such insurance proceeds, Lender shall not be required o pay Borrower any
lsterest o earnings on such proceeds. Fees for public adjusters. or other third parties, retined by
Borrower shall not be paid out of the insurance proceeds and shadl be the sole obligation of Borrower. 1f
the restoration ar repair is nof cconomically feasible or Lender’s secunity would be lessened. the msurance
proceeds shall be applied to the sums secured by this Security Instrument. whether or ot then due, with
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the excess, f any. paid o Borrower, Such insurance proceeds shall be applied in the order provided for
Section 2.

If Borrower abandons the Property, Lender may file. negotiate and settfe any available insurance
claim and related matiers. 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 serde the claim. The 30-day
period will begin when the notice is given. In cither event. or il Lender acquires the Propernty under
Scction 22 or otherwise, Borrower hereby assigns 1o Lender (a) Borrower's righis to any isurance
proceeds in an amount not to exeeed the amounts unpaid under the Note or this Security Instrument, and
{by any other of Borrower's rights {other than the night to any refund of unearned premiums paid by
Borrower) under all insurance policies covering the Property, insofar as such rights are applicable 1o the
coverage of the Property. Lender mav use the insurance proceeds gither to repair or restore the Property or
w0 pay amounts onpaid under the Note or this Seearity Instrument, whether or not then due,

6. Oceupancy. Borrower shall occupy. establish, and use the Property as Borrower’s principal
residence within 00 days after the execution of this Secority Instrumnen and shall continue o occupy the
Property ax Borrower's principal residence for at least one year after the date of ovcupancy. unless Lender
otherwise agrees 1 writing, which consent shall not be unreasonably withheld, or unless extenuating
circumstances exist which are beyomd Borrower’s control.

7. Preservation, Maintenance and Protection of the Property; Inspections. Borrower shall not
destoy . damage or impair the Property. allow the Property o deteriorste or commit waste on the
Property. Whether or not Borrower 15 residing in the Property. Borrower shall maineain the Property in
order 1o prevent the Propenty from deteriorating or decreasing in value due to its condition. Unless 1t s
determiined pursuant to Section 3 that repaiy or restoration 1s not economucally feasible, Borrower shall
promptly repair the Property f damaged 0 avoid further dewerioration or damage. I insurame or
condemnation proceeds are paid in connection with damage o, or the iaking of the Property, Bormwer
shall be responsible for repairing or restoring the Property only if Lender has released proceeds for such
purposes. Lender may disburse proceeds for the repairs and restoration in a single payvment or in a series of
progress payments as the work is completed. If the insurance or condemnation proceeds are not sufficient
w0 repair or restore the Proprenty, Borrower is not relieved of Borrower's obligation for the completion of
such repair or restoration.

Lender or 4s agent may make reasonable entries upon and inspections of the Propenty. If it has
reasomable cause, Lender may speet the interior of the improvemenis on the Property. Lender shall give
Borrower notice at the tune of or prior (o such an imerior inspection specifyving such reasonable cause.

8. Borrower’s Loan Application. Borrower shall be in default if. during the Loan application
process, Borrower or any persons or enbties acting at the direction of Borrower or with Borrower’s
knowledpe or consemt gave materially false, misteading. or inaccurate information or statements to Lender
tor faided o provide Lender with matenal information) in conoection with the Loan. Material
represemtations include, but are not himited 0. representations concerning Borrower’s occupancy of the
Property as Borrower™s principal residence.

9. Protection of Lender’s Interest in the Property and Righis Under this Security ostrument, [f
{a) Borrower fails to perform the covenants and agreements contaned in this Security instrument, (b there
ts a legal proceeding that might significantly affect Lender's interest i the Property and/or rights under
this Securnty Instrument (such as a proceeding in bankrupiey, probate. for condemnation or forfeiture, for
enfercement of a len which mav attain priorvity over this Security Instrument or o enforce laws or
regulationss, or ) Borrower has abamdoned the Property, then Lender may do and pay for whatever 15
reasonable o appropriate o protect Lender’s anterest o the Property and rights under ths Security
instrument, mcluding protecting andqor assessing the value of the Property, and securing and/or repairing
the Propertv. Lender’s acuons can include, but are not dnnited 100 tay paying any sunss secured by a hen
which has priority over this Secunity Instrument; (b appearing in court: and (¢ paving reasonable
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atiorneys” fees (o protect its interest in the Property and/or rights under this Security {nstrument, focluding
its secured position in a bankrupicy proceeding. Securing the Property includes, but is not limited {0,
entering the Property to make repairs. change locks, replace or board up doors and windows, drain water
from pipes. eliminate building or other code violations or dangerous conditions, and have wilities wrmed
on or off. Although Lender may ake action under this Section 9. Lender does not have 1o do so and is not
under any duty or obligation to do so. It is agreed that Lender incurs no Lab ity for not taking any or all
actions authorized under this Section 9,

Any amaounts disbursed by Lender under this Section 9 shall become sdditional debt of Borrower
sccured by this Security Instrument. These amounts shall bear interest at the Note rate from the date of
disbursement and shall be pavable, with such interest, upon notice from Lender 1o Borrower reguesting
payirent,

If this Security Instrument is on a leaschold, Borrower shall comply with ail the provisions of the
lease. If Borrower acquires fee title 1o the Property. the leaschold and the fee tide shall not merge unless
Lender agrees 1o the merger in writing,

10. Mortgage Insurance. i1 Lender required Mortgage Insurance as a condition of making the Loan,
Borrower shall pay the premiums required 1o maintain the Mortgage Insurance in effect. I, for any reason,
the Mortgage Insurance coverage required by Lender ceases (o be available from the mortgage msurer that
previously provided such insurance and Borrower was required to make separaely designated pavments
toward the premivms for Mortgage Insurance., Borrower shall pay the premiuins required to obtain
coverage substantially equivalent 10 the Mortgage Insurance previously in effect. at a cost substantially
equivalent 1o the cost 1o Borrower of the Mortgage Insurance previously in effect. from an alternate
mortgage insurer selected by Lender. [ substantially cquivalent Morigage Insurance coverage is not
available, Borrower shall continue to pav to Lender the mmount of the separately designated payvments that
were due when the insurance coverage ceased (o be i effect. Lender will accept. use and retain these
paymenis as a non-refundable loss reserve in tieu of Mortgage Insurance, Such loss reserve shall be
non-refundable. notwsthstanding the fact that the Loan is ultimately paid in full. and Lender shall not be
required to pay Borrower any interest or camings on such loss reserve. Lender can no longer require loss
reserve pavmenis if Mortgage Insurance coverage (in the amount and for the persod thar Lender requires)
provided by an insurer selected by Lender again becomes available, is obtained, and Lender requires
separately designated payments woward the premiums for Monrtgage lnsurance. 1 Lender required Mongage
Insurance as a condition of making the Loan and Borrower was required 1o make separately designated
payments toward the premiums for Mortpage Insurance, Borrower shail pay the premiums required o
maintar Morigage losurance in effect. or to provide a non-refundable loss reserve, uniil Lender's
requirement for Mortgage [nsurance ends in accordance with any writlen agreemem between Borrower and
Lender providing for such termination or uatil termination is required by Applicable Law. Nothing in thus
Seetion H affects Borrower's obligation 10 pay interest at the rate provided in the Note,

Mortgage Insurance reimburses Lender Tor any entity that purchases the Note) for certain losses it
may mewr if Borrower does not repay the Loan as agreed. Botrower is not a party o the Mortgage
Insurance.

Mortgage insurers evaluaie their wial risk on all such insurance in force from tme o tme. and may
citer o agreements with other parties that share or modify their risk, or reduce losses. These AETECMEIS
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 pavments using any source
ol Tunds that the mortgage insurer may have available {which may include funds obtained from Maorigage
Insurance premiums),

As a result of these agreements. Lender, any purchaser of the Noie, another insurer, any reinsurer,
ansy other entiry, or any affiliste of any of the foregoing, may receive (directly or indirectly) amounts that
derive from for might be characterized as) a portion of Borrower's payments for Morngage nsurance, in
exchange for sharing or modifying the mortgage insurer’s risk, or reducing losses. 1 such agreement
provides that an affiliate of Lender rakes a share of the insurer’s risk in exchange for a share of the
premiums pard to the insurer, the wrrangement 8 often termed "captive retasurance. " Further:

{a) Any such agreements will not alfect 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) Any such agreements will not affect the rights Borrower has - if any - with respect to the
Mortgage Insurance under the Homeowners Protection Act of 1998 or any other law, These rights
may include the right to receive cerlain disclosures, to reguest and obtain cancellation of the
Mortgage Insurance, (o have the Mortgage Insurance terminated avtomatically, and/or to receive a
refund of any Mortgage Insurance premiums that werc uncarned at the time of such cancellation or
termination,

1. Assignment of Miscellaneous Proceeds: Forfeiture. All Miscellaneous Proceeds are hereby
assigned to and shall be paid 1o Lender.

If the Property is damaged, such Miscellaneous Proceeds shall be applied to restoralion or repair of
e Property, if the restoration or repair is economncally feasible and Lender’s security is not lessened.
During such repair and restoration period, Lender shall have the right to bold such Miscellaneous Proceeds
umtil Lender Bas bad an opportunity 10 mspect such Property (o ensure the work has been completed 1o
Lender's satistaction, provided that such inspection shall be undertaken promptly. Lender may pay for the
repairs wd restoration in a single disbursement or in a series of progress payments as the work s
completed. Undess an agreament is made in writing or Applicable Law requires interest (o he paid on such
Miscellancous Proveeds, Lender shall not be required to pay Borrower any interest or garnings on such
Miscellanenus Proceeds. 1Y the restoration or repair is not economically feasible or Lender’s security would
be Jessencd, the Miscellancous Proceeds shall be applied to the sums secured by this Security Instrument,
whether or not then due, with the excess, if any, paid to Borrower, Such Miscellaneous Proceeds shall be
applied in the order provided for in Seetion 2.

In the event of a wal wking, destruction, or loss i value of the Property, the Miscellapeous
Proceeds shadl be applied 1o the sums scoured by this Security Instrument, whether or not then due, with
the cxcess. if any, paid 10 Borrower,

i the event of a partial taking. destruction, or loss in value of the Property in which the fair market
value of the Propeny snmediately before the partial taking, destruction, or loss in value 18 equal w0 or
greater than the amount of the sums secured by this Security Instrument immediately belore the partial
taking, destruction, or loss in value, unless Borrower and Lender otherwise agree in writing, the sums
secured by tus Security Instrument shall be reduced by the amount of the Miscellancous Procegds
muliiplied by the following fraction: (@ the total amount of the sums secured immediately before the
partial aking, destruction, or loss in value divided by (b) the fair market value of the Propenty
imnediately before the partial taking, destruction, or loss in value. Any balance shall be paid to Borrower.

In the event of o partial waking, destrucnion, or loss in value of the Property in which the fair market
value of the Property immediately hefore the partial taking. destruction. or loss in valug is less than the
amount of the sums secured immediaiely before the partal taking. destruction, or toss n value, unless
Borrower and Lender otherwise agree in wrining. the Miscelancous Proceeds shall be applied 1o the sums
secured by this Security Instrument whether or not the sums are then duc,

1f the Propenty s abandoned by Borrower, or if. after wotice by Lender 1o Borrower that the
Qpposing Party {as defined in the next semtence) offers 1o make an award 1o settic a claun for damages,
Borrower fails to respond to Lender within 30 days after the date the notice s given, Lender is authorized
e collect and apply the Miscellaneous Proceeds cither to restaration or repair of the Property or o the
sums secured by this Security Instrument, whether or not then due, "Opposing Party” means the third panty
that owes Borrower Miscellancous Proceeds or the party against whom Borrower has a right of action in
regard to Miscellancoss Proceeds,

Borrower shall be in default if any action or proceeding, whether civil or criminal, is begun that, 1n
Lender's judgment, could result in forfeiture of the Property or other material impairment of Lender's
mterest in the Property or rights vmder this Security Instrament. 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
dismigsed with a ruling that. in Lender’s judgment, precludes forfeiture of the Property or other material
mmpairment of Lender’s mierest i the Property or rights onder this Security Instrument. The proceeds of
any award or claim for damages that are attributable (o the impairment of Lender’s interest i the Property
are hereby assigned amd shall be paid 1o Lender,

AH Miscellaneous Proceeds tha are not applied to restoration or repair of the Property shall be
applied i1y the order provided for in Section 2.

12. Borrower Not Released; Forbearance By Lender Not a Waiver. Extension of the time for
pavment or modiflivation of amertization of the sums secored by this Secunity Instrument granted by Lender
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10 Borrower or any Successor in Interest of Bovrower shall not operaie 10 release the lability of Borrower
of any Successors in Interesi of Borrower. Lender shall not be required 10 commence proceedings against
any Successor in Interest of Borrower or o refuse to extend time for payment or otherwise modify
amortization of the sums seeured 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 iwluding, withowt hmitation. Lender's acceptance of payments from third persons. entities or
Successors in Interest of Borrower or in amounts less than the amouni then due. shall not be a waiver of or
preciude 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-signs this Security Insirument but does not execute the Note (a4 "co-signer”y (ad is co-signing this
Security Instrument only w morngage, grant and convey the co-signer’s interest in the Property under the
ferms of this Security Instrument: (b is not personally obligated 1o pay the sums secured by this Security
Instrument. and (¢) agrees that Lender and any other Borrower can agree 1o extend, modily, forbear or
make any accommndations with regard o the terms of this Security Instrument or the Note without the
Consigner’s consent.

Subject to the provisions of Section 18, any Successor in Inierest of Borrower who assumes
Borrower’s obligations under this Security Instrument in writing, and is approved by Lender. shall obiain
all of Borrower’s rights and benelits under this Security Instrument. Borrower shall not be released from
Borrower's obligations and liability under this Seeurity Instrument unless Lender agrees 1o such release in
writing. The covenants and agreements of this Security lostrument shall bind (except as provided in
Section 205 and henefil the successors and assigns of Lender,

14. Loan Charges. Lender may charge Borrower fees for services performed in connection with
Barrower's defaull. for the purpose of protecting Lender's interest in the Property and rights under this
Security lnstrument. including, but not himited to, attorneys” fees. property inspection and valuation fees.
In regard to any other fees, the absence of express authority 1 this Security Instrument 1o charge a specific
fee 1o Borrower shall not be construed as 2 prohibition on the charging of such fec. Lender may not charge
fees that are expressly prohibited by this Security Instrument or by Applicable Law.

I the Loan is subject 10 a Jaw which sets maximum loan charges, and that law is finally interpreted so
that the interest or other loan charges collected or (o be collected in connection with the Loan exceed the
permutted limits, then: () any such loan charge shall be reduced by the amount necessary to reduce the
charge 1o the permitted Hmit: and (b) any sums al ready collected from Borrower which exceeded permitied
Hmits will be refunded to Borrower. Lender may choose 1o make this refund by reducing the principal
owed under the Nowe or by making a direct payment to Borrower, If a refund reduces principal, the
reduction will be reated as a partial prepayvinent without any prepaviment charge {whether or not a
prepayment chiarge is provided for under the Nowe). Borrower's acceptance of any such rerund made by
direct payment 1o Borrower will constitute a waiver of any right of action Barrower might have arising om
of such overcharge.

15, Notices. All notices given by Borrower or Lender in connection with this Security Instrument
must be in writing. Any notice o Borrower in connection with this Security Instrument shall be deemed 10
have been given 1o Borrower when mailed by first class mail or when actually delivered 1o Borrower's
notice wddress if sent by other means. Notice 1o any one Borrower shall consttute notice 1o all Borrowers
unless Applicable Law expressly requires otherwise. The notice address shall be the Property Address
unless Borrower has designated a substitute notice address by notice to Lender. Borrower shall promply
notify Leader of Borrower's change of address. 1 Lender specifies a procedure for reporting Borrower’s
change of uddress. then Borrower shall enly report a change of address through that specified procedure.
There may be only one designated notice address under this Security Instrument at any one lime. Any
notiee to Lender shall be given by delivering ot or by mailing it by first class matl 10 Lender's address
stated herein unless Lender has designated another address by notice to Borrower. Any notice in
connection with this Security Instrument shali not be deemed w have been given o Lender until acrally
received by Lender. If any notice required by this Security Instrument is also required under Applicable
Law, the Applicable Law requirement will satisfy the corresponding requirement under (his Security
Instrument,
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16. Governing Law; Severability: Rules of Construction. This Security lInstrumemt shall be
governed by federal law and the law of the jurisdiction in which the Prapenty is located. Al rights and
obligations contained in this Security Instrument are subject ko any requirements and limitations of
Applicable Law. Applicable Law might explicitly or implicitly allow the parties 10 agree by contract or it
might be silent, bur such sifence shall not be construed as a prohibition against agreement by contracl. In
the event that any provision or clause of this Security Instrument or the Note conflicts with Applicable
Law, such conflict shall not affect other provisions of this Security {nstrument or the Note which can be
given effect without the conflivting provision.

As used in this Secarity Instrument: () words of the masculine gender shall mean and jochude
corresponding neuter words or words of the feminine gender; (b words in the singufar shall mean and
welude the plural and vice versa: and (¢ 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 I8,
“Interest in the Propenty” means any legal or beneficial interest in the Property, including, but pot himited
to, those benetictal interests transferred in a bond for deed. contract for deed. mstallment sales contract or
escrow agreement, the intent of which is the transfer of title by Borrower at a future date to a purchaser.

H all ar any part of the Propenty or any Interest in the Property is sold or transferred (or if Borrower
iy not a natural person and a beoeficial interest in Borrower is sold or transferred; without Lender’s prior
writien consent, Lender may require immediate payment in full of all sums secured by this Sccurity
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 shali
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 o the expiration of this period, Lender may invoke any remedies permitied by this
Secunty Instrument without further notice or demand on Borrower.

9. Borrower’s Right to Reinstate After Acceleration. 1 Borrower meets certain conditions,
Borrower shall have the right 10 have enforcement of this Security Instrument discontinued at any time
prior 1o the cartiest oft (a) five days before sale of the Property pursuant 1o any power of sale contained in
tiis Security Instrument; (b such other period as Applicable Law might speciiy for the termination of
Borrower's right 1o rewmstate: or e eniry of 4 judgment enforcing tus Security Instrument, Those
conditions are that Borrower: (w pays Lender all sums which then would be due under this Securivy
Instrument and the Note as if no aceeleration had occurred: () cures any defauli of any other covenants or
agreements: (¢ pays all expenses incurred in enforcing this Security tustrament, mchuding, but not Timited
(0. reasonable attomneys’ lTees, property inspection and valuation fees, and other fees mncurred for the
purpose of pretecting Lender’s interest in the Property and rights under this Security Instrement; and ()
takes such action as Lender may reasonably require 1o 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 m oone or more of the following forms, as selected by Lender: (a) cash: (b money order; (¢
certified eheck, bank check, treasurer's check or cashier’s check, provided any such check 18 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 s the case of acceleraton under Section 18,

20 Sale of Note: Change of Loan Servicer; Notice of Grievance. The Noie o a partial interest in
the Note (together with this Security Instrument) can be sold one or more 1imes without prior nofice (o
Borrower. A sale might result in a change in the entity (known as the "Loan Servicer™s that collects
Periodic Payments due under the Note and this Security Instrument and performs other martgage foan
servicing obligations under the Note, this Security Instrument, and Applicable Law. There also might be
one or more changes of the Loan Servicer unrelaled 10 o sale of the Note, H there is a change of the Loan
Servicer, Borrower will be given writien notice of the change which will state (he name and address of the
new Loan Servicer, the address to which payments should be made and any aiher information RESPA
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requires in connection with a notice of transfer of servicing. If the Note is sold and thereafier the Loan is
serviced by a Loan Servicer other than the purchaser of the Note, the mortgage loan servicing obligations
tw Borrower will remain with the Loan Servicer or be transferred o 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 oined to any judicial action (as either an
mdividual Hitigant or the member ol o class) that arises from the other party’s actions pursuant o this
Seeurity Instrument or that alleges that the other party has breached any provision of, or any duty owed by
reason of, s Seeurity Instrument. unti! such Borrower or Lender has notified the other party {with such
potice given in compliance with the requirenients of Section 15) of such alleged breach and afforded the
other party hereto 2 reasonable period after the giving of such notice © take corrective action, If
Applicable Law provides a time period which must clapse before certuin action can be aken, that tme
period will be deemed 1o be reasonable for purposes of this paragraph. The notice of acceleration and
opportunity to cure given to Borrower pursuant io Section 22 and the notice of acceleration given
Borrower pursuant to Section 18 shall be decmed o satisfy the notice and opportunity to take corrective
action provisions of (s 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 1oxic petroleum products, toxic pesticides
andt herbicides, volatile solvents. materials containing asbestos or formaldehyde, and radivactive materials:
{b) "Environmental Law" means federal laws and laws of the jurisdiction where the Property is located that
refate 10 health, safety or environmental protection: (¢) "Environmental Cleanup™ includes any response
action, remedial action, or removal sction. as defined in Environmental Law: and tdy an "Environmenial
Condition” means a condition that can cause. contribute (o, 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 refease any Hazardous Substances. on or in the Property. Borrower shall not do,
nor allow anvone else 0 do, anvthing affecting the Property (a) that is i violation of any Envirommental
Law, by which ereates an Environmental Condition. or (¢) which, due to the presence, use. or release of g
Hazardous Substance, creates @ comdition that adversely affecis the value of the Property. The preceding
two sentences shall not apply 1o the presence, use, or storage on the Property of small quantities of
Hazardous Substances thut are generally recognized 10 he appropriate 1o normad residential uses and ©
maintenance of the Property {including. but not limited 1o, hazardous substances in consumer products).

Borrower shall prompily give Lender writien notice of (a) any investigation, claim, demand, fawsuit
or other action by any governmental or regulatory agency or privaie party involving the Propenty and any
Hazardous Substance or Envirommnental Law of which Borrower has actual knowledge, (b any
Environmenial Condition, including but not limited 10, any spilling, feaking. discharge. release or threat of
release of any Hazardous Substance, and i) any condition caused by the presence. use or release of a
Hazardous Substance which adversely aifects the value of the Property. I Borrower learns, or s natified
by any governmental or regulatory authority, or any private party, tha any removal or other remediation
of any Hazardous Substance affecting the Propenty is necessary, Borrower shall prompuly take all necessary
remedial actions in accordance with Environmental Law. Nothing herein shall create any obligation on
Lender for an Enviropmental Cleanup
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NON-UNIFORM COVENANTS. Borrower and Lender further covenant and agree as follows:

22, Acceleration; Remedies. Lender shall give notice to Borrower prior to acceleration following
Borrower’s breach of any covenant or agreement in this Security Instrument (bul not prior to
acceleration under Section 18 unless Applicable Law provides otherwise). The notice shall specify: (a)
the default; (b} the action required to cure the default; {c) a date, not less than 30 days from the date
the notice is given to Borrower, by which the default must be cured; and (d} that failure to cure the
default on or before the date specified in the notice may result in acceleration of the sums secured by
this Security Instrument and sale of the Property. The notice shall further inform Borrower of the
right to reinstate after acceleration and the right to bring a court action to assert the non-existence of
a defanit or any other defense of Borrower to acceleration and sale, If the default is not cured on or
before the date specified in the notice, Lender at its option may require inimediate payment in full of
all sums secured by this Security Instrament without further demand and may invoke the power of
sale and any other remedies permitied by Applicable Law, Lender shall be entitled to collect all
expenses incurred in pursaing the remedies provided in this Section 22, including, but not limited to,
reasonable attorneys” fees and costs of title evidence,

Il Lender invokes the power of sale, Lender shall execute or cause Trustee (o execute a written
notice of the occurrence of an event of defaunlt and of Lender’s clection to cause the Property to be
sold and shall cause such notice to be recorded in each county in which any part of the Property is
located. Lender or Trustee shall give notice of sale in the manner prescribed by Applicable Law to
Borrower and to other persons prescribed by Applicable Law. After the time required by Applicable
Law, Trustee, without demand on Borrower, shall sell the Property at public auction to the highest
bidder at the time and place and under the terms designated in the notice of sale in one or more
parcels and in any order Trustee determines. Trustee may postpone sale of all or any parcel of the
Property by public announcement at the time and place of any previously scheduled sale. Lender or
its designee may purchase the Property at any sale.

Trustee shall deliver to the purchaser Trustee’s deed conveying the Properly withoul any
covenant or warranty, expressed or implied. The recitals in the Trustee's deed shall be prima facie
evidence of the truth of the statements made therein. Trustee shall apply the proceeds of the sale in
the following order: (a) to all expenses of the sale, including, but not limited to. reasonable Trustee’s
and attorneys’ fees; (b) to all sums secured by this Sccurity Instrument; and (¢} any excess to the
person or persons legally entitled to i,

23, Reconveyance. Upon payvment of all sums secured by this Security Instrumenti. Lender shall
request Trustee to reconvey the Property and shall surrender this Security Instrument and all notes
evidencing debt secured by this Security Iusirument to Trustee. Trustee shall reconvey the Property
without warranty 1o the person or persons legally entitled to it. Such person or persons shall pay any
recordation costs, Lender may charge such person or persons a fee for reconveying the Property. but only
i ihe fee is paid 1o a third party such as the Trustees for services rendered and the charging of the fee s
permitied under Applicable Law.

24. Substitute Trustee. Lender may from time 10 time vemove Trustee and appoint a successor
irustee to any Trustee appointed hereunder. Without convevance of the Property, the successor trustee shall
suceeed o all the titde, power and duties conferred upon Trustee herein 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 Sccurity Instrument secores any advances Lender, at its discretion.
may make nnder Section 9 of this Security Instrament to protect Lender's interest in the Property and
rights under this Security Instrument.

27, Required Evidence of Property Insurance.

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

or Joan agrecrient, we may purchase msurance at your expense 10 protect our imeresi. This

insurance may. bul need not, also protect your interest. I 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 propeny coverage

elsewhiere

.
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You are responsible for the cost of any insurance purchased by us. The cost of this
insurance may be added 10 vour contract or foan balance, If the cost is added 10 your contract or
loan balace, the interest rate on the underlying contract or loan will apply to this added
amount. The effective date of coverage may be the date yvour prior coverage lapsed or the date
you failed 1o provide proof of coverage.

The coverage we purchase may be considerably more expensive than nsurance you can
obtain on vour own and may ool saisfy any need for property damage coverage or any
mandatory lability insurance requirements imposed by Applicable Law.

BY SIGNING BELOW. Borrower accepts and agrees o the terms and covenants contained in this
Security Instrument and in any Rider cxecuted by Borrower and recorded with it
Witnesses:

»

e A Sealy
Borrower
KENNETH E8TER
. (Scaly
Borrower
.18caly e et s e A Sl y
Birrowey Bortowgr
e . t5caly e, A Sl
Burrower Borrower
e L S 1Sealy
-Borrower Borrower
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o’
STATE OF OREGON, County ss: K [CL "YVU&IV\,

Ontis 20 day of YOl lQQD ) 2008, personally appeared the above named
KENNETH ESTES, A MARRIED MAN HIS SOLE AND SEPARATE PROPERTY
wtdow2 /g

and acknowledged the forepoing instrument to be his/bes/the voluntary act and deed.

/\@w /DQS““ bdtag{%u 1S

My Commission Expires: (2\\%'2008 Before me:

{Offictal Scaly

Nigary Puble for Oregon
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ADJUSTABLE RATE RIDER

Payment Option

THIS ADJUSTABLE RATE RIDER is made this 1974 day of JULY, 2008 ,
and is incorporated inte and shall be deemed to amend and supplement the Mortgage, Deed
of Trust, or Security Deed ithe “Security Instrument”) of the same date given by the
undersigned {"Borrower™} to secure Borrower's Adjustable Rate Note {the “Note"} 1o
HOMECOMINGS FINANCIAL NETWOREK, INC.

{"Lender”i of the same date and covering the property described in the Security Instrument
and located at:
2216 GETTLE 87

FLAMATH FALLS,

BOS7T603

{Property Addressl]

THE NOTE CONTAINS PROVISIONS THAT WIiLL CHANGE THE INTEREST
RATE AND THE MONTHLY PAYMENT. THERE MAY BE A LIMIT ON THE
AMOUNT THAT THE MONTHLY PAYMENT CAN INCREASE OR DECREASE,
THE PRINCIPAL AMOUNT TO REPAY COULD BE GREATER THAN THE
AMOUNT ORIGINALLY BORROWED, BUT NOT MORE THAN THE LIMIT
STATED IN THE NOTE.

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

Lender or anyone who takes the Note by transfer and who is enutied to receive payments
under the Note is called the "Note Hoider.”

A. INTEREST RATE AND MONTHLY PAYMENT CHANGES
The Note provides for changes in the interest rate and the monthly payments. as follows:

2. INTEREST

{A) Interest Rate

Interest will be charged on unpaid Principal umtil the full amount of Principal has been
paid. 1 will initially pay interest at a yearly rate of 1.06G00 %. The interest rate |
will pay may change.

The witerest rate required by this Section 2 is the rate | will pay both before and after any
default described in Section 7(B} of the Note.

{B) interest Rate Change Dates

The interest rate | will pay may change on the first day of SEPTEMBER, 220¢
and on that day every month thereafter. Each date on which my interest rate could change is
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called an “interest Rate Change Date.” The new rate of interest will become effective on
each Interest Rate Change Date. Although the interest rate may change monthly, my monthly
payment will be recalculated in accordance with Section 3.

{C) Interest Rate Limit

My interest rate will never be greater than BLU5G0 Y.

{D) Index

Begmning with the first Interest Rate Change Date, my adjustable interesi rate will be
based on an Index. The "Index” is the "Twelve-Month Average” of the annual vields on
actively traded United States Treasury Securities adjusted to a constant maturity of one
vear as published by the Federal Reserve Board in the Federal Reserve Statistical Release
entitled “Selected Interest Rates (h.15)" {the "Monthly Yields"). The Twelve Month Average
is deterruned by adding together the Monthly Yields for the most recently available twelve
months and dividing by 12, The most recent Index figure available as of the date 15 days
before each Interest Rate Change Date is cailed 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.

{E) Calculation of Interest Rate Changes

Belfore each Interest Rate Change Date, the Note Holder will calculate my new interest
rate by adding cwe amp wowery sive aukuREpTER
percentage point(s) | 2, %} to the Current Index. The Note Holder
wili then round the result of this addition 1o the nearest one-eighth of one percentage point
{0.125%}. Subject to the limit stated in Section 2{C) above, the resull of this addition will be
my new interest rate until the next Interest Rate Change Date.

3. PAYMENTS

{A] Time and Place of Payments

I will make a payment every month,

I wili make my monthly payments on the first day of each month beginning on
SEPTEMBER IRT, 2006 -1 will make these payments every month until | have paid all the
Principal and interest and any other charges that | may owe under the Note. Each monthiy
payment will be applied as of its scheduled due date and wili be applied 1o interest hefore
Principal. |f, on ALUGUST 187, 2035 . 1 stil owe amounts under the Note, | wiil
pay those amounts in full on that date, which 1s called the "Matunty Date.”
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P will make my monthly payments at 7310 NORTH 16TH STHRERT, SUITE 300,
FHOENIX, AZ B5D2D
or at a different place if required by the Note Holder.

(B} Minimum Payment; Amount of My Initial Monthly Payments

My "Minimum Payment” is the minimum amount the Note Holder will accept for my
monthly payment, which the Note Holder will determine in accordance with this Section 3{B),
or Section DL, 3iF) or 3(G}, below, as applicable.

Eachh of my initial Mimimum  Payments will be in the amount of U.S.
$ 266,96 . until @ new Mimimum Payment is required as provided below.

{C) Payment Change Dates

My Minimum Payment may change as required by Section 3{D} below beginning on the
tirst day of SEPTEMBER, 2007 and on that day every 12th month thereafter. Each of these
dates is called a "Payment Change Date.” My Minimum Payment also will change at any time
Section 3iF) or 3(3) below requires me to pay a ditferent amount,

I will pay at least the amount of my new Minimum Payment each month beginning on
each Payment Change Date or as provided in Section 3{F) or 3{3) below,

{D} Calculation of Monthly Payment Changes

Before each Paymemt Change Date, the Note Holder will caiculate the amount of the
monthly gayment that would be sufficient 10 repay the unpaid Principal that | am axpected to
owe at the Payment Change Date i full on the Maturity Date in substantially equal
instaliments at the interest rate effective during the month preceding the Payment Change
Date. The result of this calculation is called the "Full Payment.”

Unless Section 3{F} or 3(G) below requires me to pay a different amount, my new
Minimum Payment that will be effective on a Payment Change Date will be in the amount of
the Full Payment, except that my new Minimum Payment will be limited to an amount that
will not be more than 7.5% greater than the amount of my last Mirmimum Payment due before
the Payment Change Date (this limitation is calied the “Payment Change Cap"). The Payment
Change Cap applies only 1o the Principal and interest payment and does not apply to any
escrow payments the Note Holder may require under the Security Instrument,

(E} Additions to My Unpaid Principal

My monthly payment could be less than or greater than the amount of the interest
portion of the monthly paymem that would be sufficient to repay the unpaid Principal | owe at
the monthly payment date in full on the Maturity Date in substantially equal payments. For
gach month that my monthly payment is less than the interest portion, the Nole Holder will
subtract the amount of my monthly payment from the amount of the interest portion and will
add the difference to my unpaid Principal. The Note Holder also will add interest on the
amount of this difference to my unpaid Principal each month. The interest rate on the interest
added to Principal will be the rate required by Section 2 above. For sach month that my
monthly payment is greater than the interest portion, the Note Hoider will apply the payment
as provided in Section AL
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{F} Limit on My Unpaid Principal; Increased Monthly Payment

My unpaid Principal may never exceed a maximum amount equal to 115% of the
Principal amount | originally borrowed. Because of my paying only limited monthly payments,
the additon of unpaid interest 1o my unpaid Principal under Section 3{E) above could cause
my unpad Principal to exceed that maximum amount when interest rates increase. In that
event, on the date that my paying my monthly payment would cause me to exceed that limit,
I will instead pay a new monthly payment in an amount that would be sutficient to repay my
then unpaid Principal in full on the Maturity Date in substantially equal instaliments at the
interest rate effective during the preceding month, regardiess of the Payment Change Cap.
This amount will be my new Minimum Payment. This means that my Minimum Payment may
change more frequently than annually. This new Minimum Paymaent amount will remain in
effect until at least the next regular Payment Change Date, unless another recalculation of my
Mirimum Payment is required by this Section prior to such Payment Change Date.

(G) Required Full Payment

Regardiess of the Payment Change Cap, on the FIFTH  Payment Change Date and on
each succeeding fifth Payment Change Date thereafter, | will begin paying the Full Payment as
my Minimum Payment until my monthiy payment changes again. | alsc will begin paying at
teast the Full Payment as my Minimum Payment on the final Payment Change Date.

{H) Payment Options

Atter the first Interest Rate Change Date, each month the Note Holder may provide me

with up 1n three additional payment options {in addition 1o the Mimmum Payment} that are
greater than the Minimum Payment, which are called "Payment Options.” 1 may be given the
following Payment Options:

i} Interest Only Payment: the amount thal would pay the intarest partion of the
monthly payment at the current interest rate. The Principal balance will not be
decreased by this Payment Option.

iy Fully Amaortized Payment: the amount necessary (o pay the loan off (ncluding all
Principal and interesti at the Maturity Date in substantially aqual instalimeaents. This
Payment Option is calculated on the assumption that the curtent interest rate will
remain in effect until the loan is paid in full, however, the current interest rate may
i fact change every month,

{ii} 15 Year Amortized Payment: the amount necessary to pay the loan off {including all
Principal and interest} within a fifteen (15) year period from the first pavment due
date in substantially equal instaliments. This Payment Option is calculated on the
assumption that the current rate will remain in effect untit the loan is paid in full,
howaever, the current interest rate may in fact change every month.

Payment Ooptions will only be available if they are greater than the Minimum Payment.

{1) Failure 1o Make Adjustments

If for any reason the Note Holder fails 1o make an adjustment 1o the nterest rate or

payment amount as descrbed herein, regardiess of any notice requirement, | agree the Note
Holder may, upon discovery of such failure, then make the adustment as f they had been
made on time. | also agree not 1o hold the Note Holder respansible for any damages to me
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that may result from the Note Holder's failure to make the adjustment and to let the Note
Holders, at its option, apply any excess monies that ! may have paid to partial Preapayment of
unpaid Principal.

4. NOTICE OF CHANGES

The Note Hoider will deliver or mail to me a notice of any changes in the amount of my
monthly payment before the effective date of any change. The notice will inciude information
required by law to be given to me and also the title and telephone number of a person who
will answer any question 1 may have regarding the notice.

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

Transfer of the Property or a Beneficial Interest in Borrower. As used in this
Section 18, "Interest in the Properly” means any legal or beneficial interest in the
Property, including, but not limited to, those beneficial interests transferrad in a
bord for deed, contract for deed, installment sales contract of escrow agreement,
the intent of which is the transfer of titie by Borrower at a future date to a
purchaser.

Hoall or any part of the Property or any interest in the Property is sold or
transterred {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 exsrcised by Lender if such exercise is prolubited
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 wransferee: and (b} Lender
reasonably determines that Lender’'s security will not be mpaired by the loan
assumption and that the risk of a breach of any covenant or agregment in this
Security Instrument is acceptable to Lender,

To the extent permitted by Applicable Law, Lender may charge a reasonable fee
as a condition to Lender’s consent to the loan assumplion. Lender also may require
the transferee 1o sign an assumption agreement that is acceptable 1o Lender and thai
obligates the fransferee 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.

i Lender exercises the option to require immediate payment in full, Lender shail
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 Ingtrument. If Borrower
fails 10 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.
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BY SIGNING BELOW, Borrower accepts and agrees to the terms and covenants contained
tn this Adjustable Rate Rider,

O st Fllos . {Seal) (Seal)
-Borrower -Borrower

KENNETH ESTES

e e @81} e e e e 188l
-Borrower Borrower
o (Seald et U 111
-Borrower -Borrower

.. {Seal) O 1< }
Borrower ~Borrower
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Preliminary Report Order No.: 7029-857066
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Exhibit "A"
Real property in the County of Klamath, State of Oregon, described as follows:

BEGINNING AT A POINT ON THE WEST LINE OF THE SE1/4 NW1/4 OF SECTION 2, TOWNSHIP 39
SOUTH, RANGE 9 EAST OF THE WILLAMETTE MERIDIAN, KLAMATH COUNTY, OREGON, WHICH IS
NORTH 0° 35' WEST 291.2 FEET FROM THE SOUTHWEST CORNER OF SAID SE1/4 NW1/4 OF SECTION
2; THENCE NORTH 0° 35' WEST ALONG SAID WEST LINE, A DISTANCE OF 75 FEET; THENCE NORTH
89° 25' EAST 135 FEET; THENCE SOUTH 0° 35' EAST 75 FEET; THENCE SOUTH 89° 25' WEST 135 FEET
TO THE POINT OF BEGINNING, BEING A PARCEL OF LAND IN THE W1/2 W1/2 W1/2 SE1/4 NW1/4 OF
SECTION 2, TOWNSHIP 39 SOUTH, RANGE 9 EAST OF THE WILLAMETTE MERIDIAN.

Tax Parcel Number: R518130

First American Title




